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BUDGETING
UNDER MARTIAL LAW

In the conditions of martial law, the issues of
ensuring the preservation of the national
economy and further economic development are
becoming relevant. An important condition for
this is an efficient mechanism for the formation
and implementation of the state budget. The
budget formation mechanism is an important
tool for ensuring sustainable economic develop-
ment of the country while maintaining the
stability of the budget system. The aim of the
article is to determine the peculiarities of
budgeting in the conditions of martial law. The
research presented in the article is based on the
hypothesis of the need to strengthen the financial
potential of budgets of all levels at the expense
of their revenues. Strengthening the income part
will contribute to achieving economic stability
and balance and determine the pace of social
and economic development. The research
methodology is based on general scientific and
special methods. The main research methods are
dialectical and institutional. Structural, compa-
rative, method of scientific abstraction, analysis
and expert evaluations were also used. Adap-
tation of the budget formation system to social
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$OPMYBAHHA BIOOXETY
B YMOBAX BOEHHOI'O CTAHY

B ymosax eoennozo cmamy akmyanizylomcs
NUMAaHHA 3a0e3neyeHHs 30epedtcents: HaylOHANb-
HOI eKOHOMIKU Ma NOOAIbUl020 eKOHOMIYHO20
po38umKy. Bazomoro ymoeoio 0 ybozo € diesuil i
De3VIbMAmueHULl  MexXaunisM — Qopmysanta ma
BUKOHAHHST  Oepaicasno2o biodcemy. Mexanizm
dopmysanns 6100x4cemy € 8ANCIUSUM THCIPYMEH-
mom 3abes3neyuerHs Cmano20 eKOHOMIUHO20 po3-
BUMKY KpAiHU npu 30epediceHHi cmabiibHOCMI
010001cemnoi cucmemu. Memoro cmammi € u3sHa-
yeHHs1 ocoonugocmeti GopmyeanHs Orddcemy 6
ymoeax eocnnozo cmany. Ilpedcmaenene y cmam-
mi 00CHIONCEHHS TPYHMYEMbC HA 2inomesi npo
HeobXiOHicmb nocuieH s (IHaHCO8020 NomeHYia-
J1y 01002Ccemis ycix pieHie 3a80AKU G1ACHUM HAO-
X00HCeHHAM. 3MiyHeHHs O0XIOHOT YacmuHy cnpus-
mume OOCACHeHHIO (DIHAHCO80I cmitikocmi ma
30anAHCOBAHOCTII, BUSHAYAMUME MEMAU COYIATLHO-
EeKOHOMIUHO20 ~ po36umKy. Memodonoeiss  docni-
00IceHHst OazyemvCs HA BUKOPUCIAHHI 3A2QTIbHO-
HAYKOBUX | CREYIAIHUX MEMOOI8, OCHOBHUMIL 3 IKUX
€ Oianekmuynuti ma iHcmumyyivnul. Taxooc
BUKOPUCIAHO —~ CIPYKMYPHUL, — NOPIBHANLHUL
Memoou HAyKo8oeo abCcmpazysamHs, amanisy i
excnepmuux oyinok. Ilompebye yeazu adanmayis

Copyright © The Author(s). This is an open access article distributed under the terms of the
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and economic changes and determination of
priority directions for the further development of
financial and budgetary relations require
attention.

For the thoroughness of the study, the
structure of the revenue part of the state budget
was analyzed during 2019-2023. The dynamics
of attracting international financial aid and its
share in the state budget were evaluated. In the
course of the research, modern adaptation and
transformation mechanisms implemented in
budget policy under martial law conditions were
determined. New approaches to the formation of
the revenue part of the budget have been studied.
On the basis of the conducted research,
promising directions for improving the forma-
tion of state budget revenues have been deter-
mined, which will allow the budget system to
function more effectively and efficiently. It is
expedient to further improve the system of bud-
get formation in terms of creating and imple-
menting effective financial mechanisms of bud-
get policy, with the aim of further social and eco-
nomic development of the country.

To increase the effectiveness of budget poli-
cy in the conditions of martial law, it is necessary
to strengthen the use of the principles of stability,
financial and economic soundness, social jus-
tice, and budget balance in the budget process.

Keywords: the state budget of Ukraine,
budget policy, macroeconomic stability, revenue
part of the budget, tax revenues.

JEL Classification: H 60, H 61, H 72.

Introduction

cucmemu popmyeartst O100xceny 00 coyianbHo-
EKOHOMIYHUX 3MIH MA 6USHAYEHHS NPIOPUIMEMHUX
HANPAMIE  NOOAILULO20  PO3GUMKY  (DIHAHCOBO-
01000i1CemHUx 8IOHOCUH.

Il tpyHmosHOCmI  QOCTIONCEHH NPOAHATE-
308AHO CIPYKNLYPY OOXIOHOT YACMUHU OEPAHCABHO20
6r000i1cemy  enpooosdic 20192023 pp. Oyinero
OUHAMIKY 3QUTYHeHHSI MIDCHAPOOHOT  (hiHAHCOBOT
donomoau ma it 4acmky y 0epoHCcaeHOMY OrOO0#Ceni.
Bcemanoeneno cyuacni adanmayiini ma mpancgop-
MayiiHi Mexauizmu, wo peanizylomecsi y 0100-
JfCemHitl NoNimuyi 8 YMO8aX BOEHHO20 CMAHY.
Posensnymo  Hosi  nioxoou wodo GopmyearHs
0oxionoi uacmunu 6100xcemy. Ha ocnosi npose-
0€HO20 OOCTIONCEHHS BUSHAYEHO NEPCHeKMUBHL
Hanpsamu  YOOCKOHAIeHHs! (DOPMYBaHH 00X00i6
depoicagroeo 010dcemy, wo oacms 3moey 010-
Jicemuiti cucmemi  (pyHKYioHysamu Olibul egex-
MUBHO Ma pe3yibmamusho. JJoyineHum € nooatsiie
VOOCKOHANIeHHS cucmemit hopmyBanHs 6100xceny 6
YACMUHI CMeopeHHs i peanizayii diesux QIHAHCOBUX
MexaHizmig  61002cemHoi  NOMMUKU 3  Memoro
HOOWILULO20  COYIATLHO-EKOHOMIYHO2O PO3GUNIKY
KpaiHu.

s nideuwenns egpekmusHocmi 61004cemnol
NONIMUKYU 8 YMOBAX 60CHHO20 CINAHY HeODXIOHUM €
NOCUNEHHSL BUKOPUCTNAHHS ) O100NCEMHOMY NPO-
yeci npuHYUunie cmadinbHOCMi, IHAHCOBO-eKOHO-
MIYHOIL 0OTPYHMOBAHOCHI, COYIANBHOT CNPABedIU-
socmi ma Or0XHCeMHOT 30a1aHCOBAHOCII.

Knwuoesi crosa: nepxaBHHI OIOIKET YK-
painm, OrOKETHA IOJITHKA, MAaKPOSKOHOMIYHA
cTallIbHICTD, I0XIIHA YaCTHHA OIOJDKETY, TOJaT-
KOBI HaJTXOPKCHHS.

The budget occupies a leading place in the system of financial and

economic relations, creating conditions for economic recovery and contri-
buting to social transformations in the future. The budget formation mecha-
nism is an important tool for ensuring sustainable economic development of
the country while maintaining the stability of the budget system. In turn, the
revenue part of the budget is the financial basis for the functioning of the
state, ensuring macroeconomic stability and the proper standard of living of
the country’s population, taking into account the priority directions of further
social and economic development.

The influence of the budget on the macroeconomic situation of the
country is realized through the system of formation and execution of budget
revenues and expenditures. The level of social and economic development of
the country depends on the optimization and structure of the income and
expenditure parts of the budget. The application of the budget in the financial
TSSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 5 5
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and economic policy is carried out through budgetary mechanisms, which
ensures the growth of the amount of financial resources at the disposal of
state bodies for the development of the national economy and the impro-
vement of the level of welfare of the population. In the conditions of the
transformation of economic relations, the budget through the policy of inco-
mes and expenditures is a tool for stimulating economic activity, financing
the sphere of social protection of the population to achieve social and econo-
mic parameters determined by medium-term and long-term national goals.

In the conditions of economic transformations, the main priority of
ensuring stability in the financial and budgetary sphere is an effective
mechanism for the formation and implementation of the state budget.
Therefore, Urokov and Toshmatova (2021) determine that the implement-
tation of budget policy in such a situation is aimed at achieving the
effectiveness of the income and expenditure part of the budget. When for-
ming a balanced budget (Kim & Park, 2022), it is necessary to take into
account the state and structure of income, since the dynamics of income
accumulation, which varies according to the administrative level of the
budget, is an important factor in ensuring financial sustainability.

The balance, optimality, and stability of the state budget determine the
rate of economic growth of the state, the effectiveness of the functioning of
state authorities, and the quality of the provision of state services. In her
research, Sidelnikova and Posadnieva (2023) determine that ensuring
sustainnable economic development or exiting macroeconomic crises is
possible only under the condition of ensuring stable budget security of the
state. Management of budgetary resources in the conditions of martial law is
important for ensuring the security and financial stability of the state, helps
to mobilize the necessary resources and concentrate them on financing basic
needs (Romenska et al., 2024).

Despite the significant prevalence and relevance of the researched
topic in the scientific community, the system of budget formation and
implementation needs improvement, in particular in terms of compliance
with the requirements of the strategic tasks of the country’s social and eco-
nomic development, primarily through the determination of ways to increase
the efficiency and effectiveness of the formation of the revenue part of the
budget. The presence of debatable issues regarding the improvement of the
budget policy implementation mechanism in the conditions of economic
transformations and dependence on external financial aid confirms the need
for further research into these processes.

The aim of the research is to determine the peculiarities of budget
formation in the conditions of martial law.

The research presented in the article is based on the hypothesis of the
need to strengthen the financial potential of budgets at all levels. Streng-
thening the revenue part at the expense of own financial resources will
contribute to achieving economic stability and balance.

6 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5
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The article uses a set of scientific methods and approaches, which
made it possible to realize the conceptual unity of the research. During the
research, dialectical and institutional methods were used, when revealing the
essence of budget revenues in the system of macroeconomic regulation;
generalization and structural methods, to assess the impact of own and
borrowed revenues on budget balance; the method of analysis and compa-
rison, to assess the state of filling budgets at the expense of own financial
resources and with the help of external financial assistance; methods of scien-
tific abstraction and expert evaluations, when determining directions for
improvement of the system of revenue generation of budgets of all levels in
the conditions of martial law.

Structurally, the main part of the study is divided into three sections, the
first of which is devoted to determining the economic essence of the budget in
the system of macroeconomic regulation and the impact of budget policy on
social and economic development. In the second chapter, an analysis of the
features of the formation of the state budget in the conditions of martial law was
carried out, the dynamics of filling the budget at the expense of own sources and
with the help of attracting external financial assistance were studied. In the third
section, directions for improving the budget formation system are defined to
achieve stability and balance of the financial and budgetary system and ensure
the pace of social and economic development.

1. The economic budget essence in the system of financial and
economic relations

In the conditions of martial law, state finances and the budget, in
particular, are the main instrument of macroeconomic regulation. Forming
the revenue part of the budget and rationally distributing expenses, using the
program-target method, the state influences the current social and economic
situation in the country and determines promising directions of economic and
social transformations. A feature of the budget formation system is that the
effective and rational accumulation of consolidated budget funds leads to an
increase in the level of stability in the country and ensures macroeconomic
balance. Budget revenues are the basis for the performance of functions
assigned to the state and reflect economic relations in the state (Chugunov et
al., 2018). Through the system of formation and rational distribution of
financial resources, the budget policy determines the current social and
economic state and prospective directions of economic and social trans-
formations. One of the characteristics of the budget formation system is that
the efficient and effective accumulation of state budget funds can increase
the country’s stability and ensure macroeconomic balance. In this regard,
special attention was paid during the study to the rationality and efficiency
of the formation of budgetary financial resources in the conditions of
economic transformations.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5 7
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Budget revenues are the financial basis of the functioning of the state,
which ensures economic and social stability and the proper standard of living
of the country’s population, taking into account the priority directions of
further social and economic growth, provided for by medium-term and long-
term national goals. State budget revenues in the system of macroeconomic
regulation are a tool that determines aggregate consumption through
regulation on the impact on the level of profitability and economic activity
(Radionov, 2023). The mechanism of formation and implementation of the
revenue part of the budget is directly dependent on the economic and
military-political situation in the country. Filling the budget and maintaining
the optimal ratio between own sources of income and international financial
aid is strategically important for ensuring financial stability, macroeconomic
balance, and performance of the functions assigned to the state budget in the
conditions of economic transformations.

The economic essence of budget revenues is determined by several
financial-budgetary relationships in the process of accumulating part of the
gross domestic product in centralized funds under the influence of state
regulatory measures. The formation of budget revenues in the system of
macroeconomic balance as a dynamic and adaptive system requires
appropriate regulatory mechanisms. In this context, it is important to improve
the budget control system to ensure macroeconomic balance and effective
budget policy (Chugunov et al., 2022). Increasing the effectiveness of the
revenue generation process as an instrument of macroeconomic regulation is
possible by improving tax and customs administration procedures. In this
context, it is expedient to improve the budget and tax mechanism and form
effective risk management, in particular in the part of the integration of the
tax risk management system. Economic transformations caused by the spread
of the pandemic and the beginning of a full-scale invasion had a significant
impact on the social and economic situation in the country, which led to a
change in economic geography, a violation of macroeconomic stability, and
a reduction in the pace of economic development (Oparin et al., 2022).
Accordingly, these processes affected the indicators of the gross domestic
product. Under such a situation, state budget revenues, as the main financial
basis of state functioning, also underwent adaptive and dynamic changes, in
particular, in the part of forming the state and consolidated budget at the
expense of international financial aid.

2. Peculiarities of the state budgeting under martial law

Social and economic changes caused by martial law had a significant
impact on the financial stability of the country, which led to a change in
economic geography, disruption of macroeconomic stability, and a reduction
in the pace of development. The presence of these negative factors can be
traced in GDP indicators, in particular: in the first year of martial law, GDP

8 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5
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decreased by 28.8%. However, in 2023, the economy was able to gradually
adapt to the current situation, which resulted in GDP growth of 5.3%
compared to the previous year (Law of Ukraine "On the State Budget of Ukraine
for 2023", 2023).

Under such a situation, the revenues of the state budget, as the main
financial basis of the functioning of the state, also underwent transformation
and dynamic changes. In 2022, the revenue part of the state budget has
undergone significant reductions, which is explained by a decrease in econo-
mic activity. At the same time, the main focus of budget funding has become
national defense, for the provision of which more than 50% of state budget
expenditures are directed. The result is a budgetary imbalance and the inabi-
lity to fully form the state budget at the expense of own revenues. The struc-
ture of the revenue part of the state budget is presented in 7Table.

Table
Dynamics of revenues to the State Budget of Ukraine in 2019-2023
2019 2020 2021 2022 2023
Budget indicators UAH y UAH y UAH y UAH y UAH o,
billion ® | billion | ° | billion ® | billion ° | billion 0
Tax revenues 779.8 | 78.1 | 851.1 |78.9| 1107.1 | 85.4 | 949.4 | 53.1 | 1203.5 | 45.0

Non-tax revenues 186.7 | 18.7 | 2129 |19.6| 1752 | 13.5| 3463 | 194 | 991.6 37.1

Income from capital

. 0.2 0.02 0.8 0.32 0.3 0.02 0.6 0.04 0.1 0.005
transactions

Funds from state

. 8.7 0.88 10.7 1.0 | 124 | 096 | 94 0.52 | 425 1.6
government bodies

Funds from foreign
countries and

. . 1.1 0.1 1.0 0.09 1.3 0.1 | 481.1 | 269 | 4334 16.2
international

organizations

Trust funds 1.8 0.2 02 10.02| 0.2 0.01 0.1 ]0.005| 04 0.03
Other revenues 20.0 2 0.8 0.07] 0.2 0.01 0.5 0.03 04 0.02
In total 998.3 | 100 | 1077.5 | 100 | 1296.7 | 100 | 1787.4 | 100 | 2671.9 | 100

Source: (Ministry of Finance of Ukraine, n. d.).

The revenue part of the state budget is fiscally directed and in the vast
majority is formed at the expense of tax revenues. For the period 2019-2021,
tax revenues accounted for 78.1-85.4% of all revenues. In 2022-2023, tax
revenues decreased significantly, this trend is explained by a decrease in
economic activity in the country. The reduction of tax revenues had a
significant impact on the emergence of imbalances in the budget and the
growth of the deficit.

Non-tax revenues were used in 2022-2023 as an alternative possibility
to compensate for the reduction of tax revenues and to generate own
revenues. In 2023, non-tax revenues accounted for 37.1% of all budget
revenues, for comparison; in 2021 this figure was only 18.7%. In order to

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5 9
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increase non-tax revenues, revenues from privatization should be increased
and the management of state assets should be optimized.

Financial assistance received from foreign countries and international
funds became an important component of budget formation in 2022-2023. In
the first year of martial law, the state budget included 26.9% of international
aid. In 2023, when the national economy gradually began to adapt to wartime
conditions and increase economic activity, the share of international aid in
the budget decreased to 16.2% (Ministry of Finance of Ukraine, n. d.).

The largest amount of revenues was accumulated to the state budget in
September 2023. The largest amount of income from international aid was
attracted in February 2023. On average, the share of international financial aid
in state budget revenues in the months of 2023 is 17%. Among the countries and
international organizations that provided financial assistance to Ukraine in
2022-2023, the leaders are the European Union (UAH 997 .4 billion), the United
States (UAH 812 billion), and the IMF (UAH 253.3 billion). Also, significant
financial assistance was received from the World Bank (UAH 193.8 billion) and
the government of Canada (UAH 124 .4 billion). The conducted analysis shows
that external financial assistance occupies a significant share of the state budget,
reducing the budget deficit, but increasing the amount of external debt (Ministry
of Finance of Ukraine, n. d.; Kiel Institute for the World Economy, n. d.).

In order for the revenue part of the state budget to be more effective
and less dependent on external financial assistance, the National Revenue
Strategy until 2030 was formed and adopted. The goal of the National
Revenue Strategy is to improve the tax system, which will be fiscally neutral
and meet the standards of Ukraine’s international integration. The strategy is
aimed at forming ways to sustainably increase inflows of financial resources
to the budget, increase tax revenues by eliminating existing opportunities for
tax evasion, increase the level of compliance with legislation, and combat the
shadow economy (National Income Strategy for 20242030, 2024).

Improvement and streamlining of the taxation system, by the Strategy,
is aimed at changing the architecture of personal income tax administration
in Ukraine. A transition from a proportional model of taxation to a prog-
ressive one 1s planned, which is considered fairer from the point of view of
taxation theory. In our opinion, the implementation of a progressive taxation
system will have positive fiscal consequences in terms of filling the state
budget, which is important in the conditions of a reduction in external finan-
cing. According to the Strategy, nominal GDP growth is expected to be 5—
7% annually. The planned increase in nominal GDP indicates gradual macro-
economic stabilization. This will contribute to the improvement of the
general economic activity in the state and lead to an increase in the oppor-
tunities for social and economic development Law of Ukraine "On the State
Budget of Ukraine for 2024" (2023, November 9).

In addition, the effectiveness of budget policy implementation de-
pends not only on strengthening the revenue part and increasing government
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spending on financing certain aspects of economic development but also on
the extent to which budget and monetary policies correspond to key
macroeconomic goals.

3. Directions for improving the budgeting system

As of now, it is important to determine the priorities of the budget
policy to ensure economic growth. Budgetary policy must be implemented
in the direction of an effective and efficient national strategy aimed at social
development. The primary task of such a budget strategy should be to
change the direction and priority of state budget revenues.

The introduction and implementation of the above budget
development strategy will provide an opportunity to strengthen the revenue
part of the state and local governments, namely:

« to develop an effective mechanism for horizontal equalization of the
fiscal capacity of budgets, which will be based on updated formulas for
calculating equalization volumes, taking into account the features of martial law.

« to provide an effective mechanism for the distribution of personal
income tax between the state and local budgets to reduce the occurrence of
disparities in the formation of budgets. Accordingly, this mechanism should
be based on the principles of strengthening the budget’s revenue base and
reducing dependence on external borrowing.

« improvement of the tax policy, which would emphasize the creation
of favorable conditions for the recovery and development of the national
economy, improvement of the investment climate, and attraction of foreign
investments.

At the same time, it can be predicted that the trend of increasing the share
of tax revenues and decreasing the share of non-tax revenues will continue. Any
decrease in non-tax revenues will be offset by an increase in tax revenues, in
particular, through the implementation of a progressive tax scale.

The priority directions for improving the budget revenue generation
system are the improvement of the institutional foundations of fiscal policy,
ensuring an increase in the level of responsibility for violations of legislation;
strengthening of tax control; introduction of stimulation of economic growth,
which will ensure the effectiveness of the formation of budget revenues.
Budgetary policy should be based on approaches aimed at ensuring balance,
effectiveness of financial and budgetary relations and creating the necessary
prerequisites for the social and economic development of the country
(Chugunov & Kachula, 2019). The revenue part of the budget is an adaptive
system of financial and economic mechanisms aimed at achieving the effect-
tiveness of regulatory measures to exogenous and endogenous changes in the
social and economic environment. In terms of improving the budget revenue
generation system, it is important to increase the level of effecttiveness and
efficiency of tax administration, improve budget planning and forecasting.
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The state of economic development and the volume of financial resources in
the budgets of all levels depend on the effectiveness of the tax mechanism.

In the conditions of martial law, when forming the revenue part of the
budget, it is important to improve the budgetary mechanisms, as well as take
into account the influence of external financial aid on the dynamics of budget
formation, which is of great importance in the conditions of limited state
financial resources. In this context, budget policy should be aimed at ensuring
macroeconomic balance, achieving appropriate financial and budgetary
indicators. Improving the quality of medium-term budget forecasting and
planning in the conditions of martial law will strengthen the role of the budget
as an instrument of macroeconomic stability and contribute to improving the
manageability of the budget process. Forecasting the income component of
the state budget is an adaptive process that requires taking into account
institutional changes and structural transformations of the national economy.

To improve the system of revenue generation at the local level, it is
advisable to implement a mechanism for providing and using interbudgetary
transfers, which will ensure state financial budgetary control over the use of
budget funds transferred to local budgets. The provision of funds for
the financing of relevant measures will provide opportunities to monitor the
effectiveness of the use of budget funds. To increase the stability of
the financial stability of local self-government, it is advisable to improve the
system of interbudgetary transfers through the introduction and imple-
mentation of appropriate financial mechanisms for the formation of local
budget expenditures. Directions for improving the system of formation and
implementation of the revenue part of local budgets should correspond to the
priorities of social development.

Conclusions

In the conditions of martial law, the revenue part of the state budget
of Ukraine underwent significant changes in terms of the formation of its own
financial resources. The decrease in revenues to the budget is explained by
the economic recession in the country, the state budget needs external
financial assistance, which increases the state’s debt obligations. Under such
conditions, it is important to form an effective and efficient budget policy.

To strengthen the role of the budget in the system of financial and
economic relations, it is necessary to improve the mechanism of budget revenue
formation, ensure effective planning and use of budget expenditures taking into
account the peculiarities of the war period, and improve the mechanism of
effective management of the public debt. It is important to increase the level of
budget balance and increase the efficiency of budgeting and implementation as
an effective tool for ensuring the social and economic development of the
country. In terms of improving the system of revenue generation of local-level
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budgets, it is important to use balanced and effective financial and budgetary
tools. In conditions of limited financial resources, it is necessary to introduce
effective sources of filling budgets, which will contribute to strengthening the
financial potential of administrative-territorial units.

It is important to improve the mechanism of inter-budgetary relations,
taking into account the increase of own revenues in the system of filling local
budgets, which will provide an opportunity to strengthen financial and
budgetary balance. It is expedient to improve the institutional environment
in the system of financial and budgetary relations, which will be based on the
basic principles of adaptive budget architecture. In order to increase
the effecttiveness of budget policy in the conditions of martial law, it is
necessary to strengthen the use of the principles of stability, financial and
economic soundness, social justice and budget balance in the budget process.
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and space. That is why the implementation of a
value-based approach to banking is an impor-
tant and relevant topic. During the research, a
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to introduce value-based banking as one of the
key drivers of sustainable economic develop-
ment. A traditional set of methods for
researching economic processes is used: ana-
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LIIHHICHO OPIEHTOBAHMMI
BAHKIHI' AK YMHHUK
CTAJIOTO PO3BUTKY

banxiscoka cgepa € oonum i3 Opaiisepis
PO3BUMKY eKOHOMIKU mMa MICHO No8’A3and 3
@DYHKYIOHYBAHHAM CYCRITbCMEA, 3aNUMU K020
3MIHIOIOMbCSL BIONOBIOHO 00 11020 esonioyii. B
enoxy CycniibHO20 3aNuUmy Ha OpPIEHMUPU CMO-
COBHO C8i00M0O20 8edeHHs Di3Hecy ma HcUmme-
OIANLHOCMI  20CMPO NOCMAE NUMAHHA  WOOO
BNPOBAOIICEHHS YIHHOCMEN Y OAHKIBCLKY CHpasy.
Cnocmepieaemocs it mpancgopmayis 6 Hanpsimi
3anpoBaddIceHHs 0COOUCMICHO20 NIOX00y ma emut-
HUX NPUHYUNI@ nid yac pobomu 3 KIIEHMAMU,
VCBIOOMIEHHSI MO20, WO (QOPMYSEAHHA MICHUX
B3AEMUH MOJICIUGE TUULE HA 3ACA0AX CYCNITbHO
SHauywux yiHHocmel ma OYiHKU iX 6nausy Ha
HABKOUWHE cepedosuuye, 2poMaou i npocmip.
Came momy imnnemenmayis YiHHICHO OpIEHMO-
8aH020 NiOX00y Y OAHKIBCLKY OifAlbHICMb €
saxcaugor U akmyanrvHoro memoro. 1lio uac
00CIONCEHHS BUCYHYMO 2inome3y Wooo Heoo-
XIOHOCMI 3aNPOBAONCEHHS. YIHHICHO OPIEHMOBA-
HO020 OAHKIHZY SIK 00HO20 3 KIIOYOBUX Opalieepie
CMano2o po3eUMKY eKOHOMiKuU. Buxopucmano
MPaouYitiHULl KOMAIIEKC Memooi@ O0CI0NCEHHS.
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The essence and basic norms of the functioning
of value-based banking are revealed, the
author’s vision is formulated. The work prin-
ciples of value-based banks, defined by the
Global Alliance for Banking on Values, the
principles of the concept of sustainable develop-
ment, the practical aspects of the implementation
of value-based banking based on target, ethical
characteristics in the work of individual banking
institutions were studied, and on their basis, the
own principles of value-based banking were
formulated. The main international and
domestic aspects of the functioning of banks that
introduce elements of value-based banking are
analyzed. It was determined that in fact all the
leading banks in the world banking sphere
prioritize strengthening the principles of value
banking in the near future. Banks of Ukraine are
not lagging behind this process, and certain
elements of value-based banking, such as
corporate social responsibility, ESG principles,
etc., are being introduced into their activities.
The prospects of banking based on a client-
oriented approach and the application of the
principles of conscious business conduct are
formulated.

Keywords: value, values-based banking,
purpose-driven banking, corporate social res-
ponsibility, sustainable development, eco-ban-
king.

Jel Classification: A13, G 20, G 21, G28, O16.

Introduction

EKOHOMIYHUX Npoyecig: awnanis, NOPIGHAHHA |
Joeiune y3azanvruenus. Poszxpumo cymuicmo ma
OCHOBHI HOPMU (PYHKYIOHYBAHHSL YIHHICHO OPICH-
MOBAH020 OAHKIHZY, CPOPMYTLOBAHO ABMOPCY-
Ke OauenHs. [locniodceno npunyunu pobomu
YIHHICHO OPIEHMOBAHUX OAHKIB, GUIHAYEHUX
Global Alliance for Banking on Values, npun-
yunu KOHYenyii cmanoeo po3gumxy, NPaKmuiti
acnekmu 6mileHHsA YIHHICHO OPIEHMOBAHO20
bankiney Ha 0asi YinboBUX, eMUYHUX XapaK-
mepucmux 'y pobomy OKpemux OaHKIBCbKUX
YCMAaHo8 i Ha iX OCHOBI CHOPMYILOBAHO BIACHI
NPUHYUNU YIHHICHO OPIEHMOBAHO20 OAHKIHZY.
Ilpoananizoeano 0CcHO8HI MidICHAPOOHI ma Gim-
YUBHAHI ACNeKmU (QYHKYIOHYB8AHHs OAHKIG, 5Ki
3anpPo8aAOICYIOMb eJleMeHMU YIHHICHO OPIEHMO-
8aHo20 baukinzy. Busnaueno, wo ¢pakxmuuno 6ci
banxu-nidepu y c6imogiti OAHKI6CHKIU cghepi
cmasiams Yy npiopumem Ha Haubaudxicue mai-
OYMHE NOCUNEHHS NPUHYUNIB YIHHICHO20 OaH-
kisnuymea. He siocmaroms 6i0 yvo2o npoyecy i
banxu  Yxpainu, y OisnvbHicmb  AKUX  8npoea-
02CYIOMbCAL OKpeMi eleMeHmi YiHHICHO OpiEHmMOo8a-
HO20 OaHKiHZY, AK-OM KOPNOPAMUSHA COYIAIbHA
sionogioanvricme, npunyunu ESG mowo. Cghopmy-
JIbOBAHO NEPCheKmusU  30IUCHeHHs. OaHKiHZy Ha
OCHOBI KIIEHMOOPIEHMOBAHO20 NIOX0JY MA 3aCmo-
CYBAHHS NPUHYUNIE CBIOOMO20 8e0eHHs DI3HEC).

Kniouogi cioea: IHHOCTI, LIHHICHO Opi€H-
TOBaHHWN OaHKIHT, IUTBOBHIA OaHKIHT, KOPIIO-
paTHBHA coOIliallbHA BiAMOBINANBHICTH, CTANUI
PO3BHUTOK, €KOOAHKIHT.

Banking activity is constantly being transformed and requires the

introduction of new principles, which are increasingly based on a personal
approach to each client. At the same time, socially significant ethical
principles become the key to stable close interaction with clients. Today, the
thesis that banks should not just be intermediaries in the circulation of money,
but fulfill this role in the interests of respecting the values of humanity and
the planet, is increasingly heard.

New concepts that appeared relatively recently in society are
sustainable development and sustainable financing, which are based on
ensuring long-term economic prosperity, taking into account the fact that the
world’s resources are limited, and the environmental situation is deteriorating
every year against the background of the growth of production and
consumption. In 2015, United Nations member states adopted the 2030
Agenda for Sustainable Development (United National, n. d.), a shared plan
for peace and prosperity for people and the planet now and in the future,
containing 17 Sustainable Development Goals (SDG), which are an urgent
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call for action by all countries within the framework of a global partnership.
They recognize that tackling poverty and other ills must go hand in hand with
strategies that improve health and education, reduce inequality and stimulate
economic growth, as well as combat climate change and conserve oceans and
forests.

Ukraine does not stand aside from this process. Thus, in 2021, the
National Bank of Ukraine presented the Policy on the Development of
Sustainable Financing for the Period Until 2025 (National Bank Ukraine, n. d.),
which reflects a comprehensive vision of the construction and future develop-
ment of the sustainable financial sector in Ukraine and is aimed at bringing the
activities of financial institutions closer together to advanced global standards
of integration of environmental, social and management criteria in financial
services. In 2024, the updated Policy on the Development of Sustainable
Financing was published (National Bank Ukraine, 2024, October 1).

Sustainable development and sustainable financing are based on
defining key societal values, such as satisfying people’ s needs and protecting
the environment. The role of the banking system in ensuring sustainable
development is especially important during the last few years, when there has
been an awareness that the formation of close relationships occurs not only
due to the desire to obtain profits, but also on the basis of building interaction
on the basis of universal values. That is why the implementation of the value
system in banking is an important and relevant topic for research, taking into
account the fact that in Ukraine this direction is represented only by isolated
examples and needs further development.

The question of the functioning of value-based banks is not
widespread in the economic literature. For the most part, the works of
domestic scientists reveal the issue of assessing climatic, ecological and
social risks (Krasnova et al., 2021; Bortnikov & Lyubich, 2022; Vovchenko,
2023; Shulga & Savluk, 2024; Shulga & Omelenchuk, 2024) or corporate
social responsibility of business in general and banking institutions in
particular (Kolosok, 2013; Dzyublyuk & Stechyshyn, 2015; Polova, 2015;
Prymostka & Zaharchuk, 2016; Lunkina & Karatay, 2017; Oliinyk, 2019;
Kovalenko, 2023).

It should be noted separately the work of Ivasiv (2010) on ethical
banks, which outlines the principles of their work in the world and offers his
own vision of their introduction in Ukraine, as well as the scientific article of
Tkachenko and Khutorna (2020) on the methodology of forming and
implementing bank business strategies taking into account ideas of the
concept of sustainable development, transformation of the banking sector
(including the value sector), determination of the financial and social conse-
quences of the economic value of the bank’s activities.

Among foreign researchers, it is worth dwelling on the writings of
De Clerck (2009) regarding value-based banks; Climent (2018) regarding the
comparison of ethical and traditional banking principles; Weber and Duan (2012)
on social impact on society, environment and sustainable development;
Weber (2011) on the mission of social banks; Serrano Pérez (2017) —
TSSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 5 17
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assessment of banks’ commitment to the principles of social and ethical
banking; Burianova and Paulik (2014) and Crane et al. (2019) on corporate
social responsibility of banking institutions.

A thorough study of personal and social values is considered by
Rokeach (1973), who is the author of the concept of value orientations of the
individual, divided into instrumental and terminal. His research is not directly
related to banking, but there is a definition of specific values of people that
can be the basis for their relationship with banks.

The executive director of the Global Alliance for Banking on Values
(GABYV) Dr. Marcos Eguiguren Huerta, who pointed out that in value-based
banking, people are above profit, the priority of bankers is the development
of society and the planet, and they only get profit as a result of doing the right
things in the right way (Benitez, 2017).

In the study of Feridun and Talay (2023), the role played by the principles
of responsible banking (Principles for Responsible Banking, PRB) in advancing
towards the goals of sustainable development was analyzed using the example of
European banks. Moreover, the results of the study showed that in countries with
a larger share of wholesale banks that have signed these principles, progress in
achieving the goals of sustainable development is at a more advanced stage.
However, this trend is not characteristic of retail banks.

Muller’s (2023) study assesses the relationship between the concept
of values-based leadership and economic success as measured by key
performance indicators, including: capital adequacy, asset quality, mana-
gement effectiveness, earnings quality, and liquidity management. The basis
for the study was the cooperative banks of Germany, where the values were
fairness, confidence, certainty, competence, reliability, individuality, toge-
therness, respect, partnership, responsibility and solidarity. The results sho-
wed that values-based leadership has a positive effect on economic success.

However, in the work of Kara et al. (2024) presented slightly different
results regarding the influence of value characteristics on the performance of
banks. This study was based on an assessment of the largest commercial
banks in the US and Europe during the pandemic. The authors found a
negative relationship between responsible bank behavior and stock market
performance (primarily, stock value), especially during the first wave of the
pandemic. That is, investors did not appreciate the efforts of banks to support
customers and communities, and the responsible behavior of banks during
the crisis generally reduced the shareholder value or turned out to be neutral
to it. According to scientists, market participants’ demand for socially
responsible behavior decreases during economic crises and downturns.

A study by Chiaramonte et al. (2024) was also based on how the
outbreak of the COVID-19 coronavirus in Europe manifested the impact of
socially responsible banking activities on banks’ risk profiles (primarily
ESG). And their results proved that socially responsible banking serves as a
risk hedging strategy at the peak of the pandemic.
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The scientific work of Boitan and Shabban (2024) is devoted to
determining the relationship between the declaration of commitment to
sustainable development, the real change of the traditional banking business
model towards a value model, which is based on the desire not only to
achieve profit, but also long-term, sustainable social and environmental
impact on local communities, the environment, and performance. The results
of their research showed that the business models of those European banks
that have voluntarily joined the Global Alliance of Banking Values (and
therefore recognize the commitment to the implementation of a value-based
model) demonstrate heterogeneous characteristics of key performance
indicators (ROE, ROA, operational efficiency, risk liquidity, capital ade-
quacy, balance sheet composition, etc.).

The mentioned scientists studied certain aspects of the value charac-
teristics and/or functioning of banks and the banking system, and in different
time periods and in different economic, political and social circumstances,
and recent changes in legal and economic conditions require a clearer disclo-
sure of the value component of banking. Even the very terminology of this
concept still remains ambiguous.

The aim of the research is to study the essence of value-based banking,
its principles and implementation practices in foreign and domestic banks.

In the course of the research, a hypothesis was put forward regarding the
need to introduce value-based banking as one of the key drivers of sustainable
economic development. To check it, the essence of value-based banking, the
principles of its construction and the experience of its use in leading countries
and Ukraine were analyzed, and based on the results; measures were proposed
for further implementation in the domestic banking sector.

To achieve the aim, the following tasks were set: determination of the
essential content of value-based banking (VOB); development of the
principles of its implementation; study of the peculiarities of its functioning
in foreign and domestic banks and the selection of its main components;
determination of prospects for the VOB development as a basis for
sustainable development of the economy.

The research is based on the study of documents of international insti-
tutions, in particular the UN, the Global Alliance for Banking on Values (GABV),
as well as the National Bank of Ukraine and official websites and reports of banks,
scientific publications of foreign and domestic experts. The methods of scientific
research were used: theoretical generalization, to reveal the essence of value-
based banking and its principles; formalization, to express VOB individual
elements; induction and deduction, when formulating conclusions.

The main part of the article consists of five interrelated sections. In the
first one, the VOB essence is investigated. In the second part, the VOB
principles are considered and their author’ s interpretation is given. The third
chapter is devoted to the foreign experience of the VOB development. The
fourth section analyzes the VOB implementation in Ukraine. In the fifth
chapter, the prospects for the VOB development are given.
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1. Essential content of value-based banking

The functioning of banks cannot currently be carried out on the basis
of their activity a few years ago. First of all, there is a change in the
worldview of its customers, regulators and society. Therefore, there is a need
to reformat the interaction of all participants in banking activity, taking into
account their impact on society and the surrounding world. One of these
fundamentally new types of banking is value-based banking or value-based
banking (VOB).

Value-based banking differs in its attitude not only to its customers,
but also to general societal values, which is why it focuses on supporting
local communities, women and youth, developing educational projects,
cultural assets and reducing poverty.

Value-based banking, focused on sustainable development and ethical
banking, represents all banks that use money to support economic, social and
environmental development. In general, these banks are similar to others,
they also offer a wide range of services — from standard accounts to
investment management and venture capital funds, and also strive to be
efficient and profitable. What sets them apart from traditional banks is how
they do it: where customers invest, how they manage the lending process,
how they support local communities and the environment, and how they treat
employees and customers.

Currently, there is no clear VOB definition in the literature and it is
often equated with ethical banking or purpose-driven banking. In general,
they are similar, but only if we assume that the bank’ s goals are development
based on ethical and value characteristics.

De Clerck (2009) defines VOB as a general term that encompasses
alternative, ethical, social, sustainable, solidarity and development banking that
offers products and services that are based on non-financial principles and have
a positive impact on the environment, people, culture and society as a whole.

Having studied the opinions of leading scientists in this field
(De Clerck, 2009; Shrum et al., 1990; Rohner, 2020, 2022; Climent, 2018;
Weber, 2011; Serrano Pérez, 2017; Ivasiv, 2010; Tkachenko & Khutorna,
2020), we suggest that value-based banking should be understood as a model
of client-oriented banking, the mission of which is to ensure transparent and
inclusive management based on the norms of socio-ethical, environmental,
cultural and educational values.

Unlike conventional banks, VOBs make a profit by investing in ethical
projects with social or environmental impact, directing funds to those high-
performance industries that promote equality, environmental sustainability,
reinvestment, etc. In terms of revenue streams and products offered to customers,
such banks focus on traditional banking and refrain from speculative activities,
underscoring their commitment to supporting the real economy.

In modern realities, the successful operation of the banking business and
its further development depends not so much on the ability of banks to adapt to
changes in the environment, but on their activity in the development and
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implementation of innovations. New technologies provide those degrees of
freedom and choice that were previously unavailable to bank clients —
convenience, speed, control and independence. These forces banks to constantly
update their technologies, products, management system, improve the qualify-
cations of employees and rethink approaches to labor motivation. However,
innovation should also be based on the observance of universal human values.
Today, scientists often refer to the definition of values provided by the Indian
sociologist R. K. Mukherjee: Values are "socially approved desires or goals
that are internalized through the process of conditioning and socialization.
They generate subjective preferences, standards and aspirations".! (Mondal,
n. d.). That is, values established in society actually become certain norms of
people’s behavior, and therefore guidelines in the activities of economic
relations subjects, including banks.

However, values have their own characteristics that affect the
construction of the "bank-client" relationship:

« they are personal, therefore the bank cannot impose the values of one
client on others, and in order to remain value-based, it should build an
individual trajectory with each client;

* individual people’ s values shape their perception of the world in
general and banking in particular, therefore the bank’ s orientation should
take into account the groups of clients who choose this bank for service;

* they change over time and under the influence of experience, so banks
should be ready for reorientation in relationships with specific customers.

Since 1981, The European Values Study Foundation together with the
World Values Survey Association has been conducting the World Values
Survey (WVS). During this time, 7 waves of research took place in the form
of surveys in different countries. The WVS time series shows how the values
of a particular country/society have changed over time (WVS, n. d.).

7th Wave (2017-2022) explored cultural values, education, health and
safety, social tolerance and trust, beliefs about gender, family and religion,
attitudes to poverty, and emerging themes related to issues of equity, moral
principles, corruption, responsibility and risk, migration, national security and
global governance. The latest 8th wave of the survey began in January 2024,
runs until 2026, and includes issues such as political trust, authoritarianism and
populism, migration, climate change and family planning.

We do not set an aim in this research to investigate changes in the
values of different countries, but we note that the set of questions in the
survey already provides a certain guideline for banks to develop their own
development strategies.

2. Principles of value-based banking

In 2009, ten pioneer banks founded the Global Alliance for Banking
Values (GABV), which today unites banks in more than 45 countries that use

"Quotations from foreign sources are given in the authors’ translation of the article.
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finance to ensure sustainable economic, social and environmental development.
GABYV currently identifies six principles of CSP (GABV, n. d.):

1) social and environmental impact and sustainable development are
at the heart of the bank’ s business model;

2) relying on the community, serving the real economy and creating
new business models to meet the needs of both parties;

3) long-term relations with clients and direct understanding of their
economic activity and related risks;

4) long-term, self-sufficiency and resistance to external shocks;

5) transparent and inclusive management;

6) all these principles are built into the culture of the financial
institution.

Taking into account the principles of GABYV, the principles of
sustainable development (Halamka & Teply, 2017), the principles of respon-
sible banking (Principles for Responsible Banking, n. d.) and taking into
account our own work, we offer a list of principles that, in our opinion, are
basic for value-based banking (7able 1).

Table 1

Principles of value-based banking

Principle

Description

Customer orientation

The client is the highest value, therefore the bank should be aimed at meeting the
needs of clients and providing high-quality services, work to improve relations
with clients and solve their problems

Inclusivity

Providing access to services for corporate clients and all strata of the population,
taking into account their lifestyle, capabilities, remote location, availability of
technical means of communication, prevention of discrimination on any grounds

Product awareness

Providing customers with clear, transparent and accessible information about
products and services, their cost and conditions

Security of client data

Ensuring the reliability and confidentiality of the client’ s personal data

Social integration

Taking into account social aspects and the impact of activities on the public,
promoting the development of socially responsible business

of the value mission,
its integration into
the corporate culture

Stability Ensuring economic stability and risk management to prevent losses and maintain
customer confidence
Formalization The existence of a clearly defined mission based on the identification of values

that the bank considers acceptable for itself, and which contribute to economic
development and the well-being of customers, shareholders and employees. One
of the bank’ s missions should be the fight against poverty and inequality in
access to basic services (education, health care, adequate working conditions and
wages, availability of loans and payments). In addition, the bank should develop
an employee value proposition (EVP) as a reward in exchange for their loyalty
to the bank

Transparency

Public coverage of the bank’s value guidelines and regular reporting on their
implementation

Interaction with

Activities in accordance with ethical standards, compliance with legality and

with ESG norms

communities avoidance of conflicts of interest, honesty and transparency; prevention of
corruption and the use of illegal methods for obtaining profit; avoiding cultural
risks associated with changes in cultural values and traditions

Compliance Substantial understanding of climate, environmental, governance and social risks

(ESQG), identification of their impact on the ecosystem, economy and financial
sector, development of internal standards for their management

Source: compiled by the authors.
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According to the Table 1, the principles are mostly based on environ-
mental and social factors, which include everything from gender equality,
anti-ageism, anti-bullying, racial diversity among managers and staff in
general to integration programs, hiring and compensation practices, envi-
ronmental impact, climate, environment. Social factors are closely inter-
twined with the concepts of moral and ethical risk. At the same time, the
concept of moral and ethical rules adopted by society depends on the country
where the banks are located and may be manifested in different ways in
different countries. In addition, such banks in their activities aim to use the
Environmental and Social Standards of the European Investment Bank and
the Performance Standards on Environmental and Social Sustainability of the
International Finance Corporation (IFC Performance Standards on Environ-
mental and Social Sustainability).

Another element of the operation of value-based banks is the imple-
mentation of corporate social responsibility (CSR), which means that they take
responsibility for their impact on the social and environmental environment,
carrying out their activities taking into account the interests of not only their
shareholders, but also communities, in which they work and function.

CSR can have various aspects, such as job creation, responsible use of
resources, reduction of emissions of harmful substances, development of
social programs for employees and the local community, support of respon-
sible entrepreneurship, etc. This is an important element of modern business,
which enables banks not only to achieve financial success, but also to become
socially responsible players in society.

Banks that adhere to all, and not individual, VOB principles are the so-
called ethical banks, which are guided not only by economic, but also by ethical
principles. For example, they can: attract funds purely for investing in social
projects that reduce social inequality or support the activities of public
organizations and charitable foundations or ensure environmental cleanliness;
provide access to financial services to people with low incomes or those with
credit history problems, enabling them to store money and receive financial
services at reduced rates. Examples of ethical banks are Triodos Bank, Amal-
gamated Bank, Charity Bank, Ecology Building Society and others.

The activity of value-based banks increases the level of trust of citi-
zens, encourages new customers, works as advertising and, in turn, brings
profit. The European Federation of Ethical and Alternative Banks (FEBEA),
the Institute of Social Banking (ISB) and the International Association of
Investors in the Social Economy (INAISE) were created to develop the prin-
ciples of such banks.

3. Foreign experience in the development of value-based banking

The VOB development in the world becomes possible due to a change
in the way of thinking and approach to business, when banks realize their role
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in creating a sustainable and fair world, work to ensure the highest standards
of security, service quality and social responsibility.

JPMorgan Chase actively uses values to develop its business and
provide quality service to clients, including: customer orientation, innova-
tion, ethics and responsibility, close cooperation with the team (JPMorgan
Chase, 2023). The bank is also committed to reducing its environmental
impact and improving social responsibility. To do this, it attracts investors
with higher sustainability standards and is actively involved in sustainability
reporting initiatives such as the Dow Jones Sustainability Index (DJSI),
which identifies sustainability leaders.

British international commercial bank HSBC is guided by a set of
values, which include customer importance, professionalism, integrity,
innovation and cohesion (HSBC, n. d.).

One of Deutsche Bank’ s values is "Professional Ethics", which means
that the bank adheres to high standards of professional conduct in all aspects
of its operations. This is to ensure the confidentiality of client information,
compliance with relevant rules and laws, and the implementation of only
legitimate financial transactions (Deutsche Bank, n.d.). In addition,
Deutsche Bank strives to provide "Collaboration and Interaction" with
customers, which is the basis of the successful operation of the bank. Another
value is "Innovation", which is a key element of the bank’ s development
strategy. The bank actively works to ensure the sustainable development of
the banking sector as a whole, is involved in the development of new
standards and regulatory policies that contribute to the creation of a healthy
and sustainable banking system (Deutsche Bank, 2023).

However, the declaration of these values did not insure this bank
against problems. So, in March 2023, its shares lost more than 1/5 of their
value, and on March 24, they collapsed by almost 15%. This is due to a sharp
increase in the value of credit default swaps (Malovychko, 2023). One of the
reasons for this situation was too risky investing. In 2024, the bank also had
a number of problems, first of all, related to the fact that its subsidiary bank
did not leave the Russian Federation.

BNP Paribas declares priorities such as openness, trust, innovation and
sustainability (BNP Paribas, n. d.). One example of this is the BNP Paribas
Code of Conduct, which sets the highest standards of ethical behavior for all
bank employees. BNP Paribas is actively engaged in sustainable develop-
ment and careful use of resources. The bank has set targets for reducing
carbon emissions and energy consumption, and also promotes sustainable
investments and the development of green projects. In 2021, he joined the
Priceless Planet Coalition initiative, which unites the efforts of consumers,
financial institutions, merchants and cities in the fight against climate change.

Value-based banking is an important part of the strategy of the Spanish
bank Banco Santander. The bank’s values include transparency, trust,
responsibility and innovation (Banco Santander, n. d.).
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Value-based banking is a key element in the strategy of British bank
Standard Chartered. The bank’ s values are: integrity, interaction, respon-
sibility, the importance of each client, innovation and efficiency. These
values are reflected in all aspects of the bank’s operations, including its
products, services and customer relationships (Standard Chartered, n. d.).
The Bank recognizes its responsibility to the global community and actively
supports social and environmental initiatives, promotes the development of
the global economy and supports sustainable development, providing
financial support for projects in the field of infrastructure, energy and other
important sectors, and also joined the UN initiative on the principles of
responsible investment (PRI).

Non-banks do not stand aside. For example, digital bank Aspiration
(USA) enables customers to measure their impact on the environment
through a personal sustainability score based on where they spend their
money. In addition to banking products, Aspiration offers users solutions that
enable them to invest in companies that are 100% fossil-free (Aspiration, n. d.).
Fintech Doconomy has a similar project in the form of a carbon footprint
calculator.

Along with the traditional approaches to the VOB introduction, there
are banks in the world today that have become famous for unconventional
and bold approaches in this area. A rather interesting example of the VOB
introduction 1s the experience of the Bank of Australia, which is the first bank
in the world to own and manage a private reserve in Western Victoria, not
far from Horsham. The Bank works in partnership with several organizations
to ensure that the reserve is a thriving and collaborative example of science-
based conservation in action (GABV, 2022, December 21).

Amalgamated Bank, an active advocate for gun violence prevention,
has proposed a new International Organization for Standardization Trading
Category Code (MCC) that allows suspicious activity and illegal gun sales to
be reported to authorities.

Gun crime and shootings are a longstanding social problem in
America. Amalgamated Bank, based in New York, has always recognized its
leadership role in the fight against gun violence. To prevent a tragedy, banks
must be responsible for the first step — cutting off access to the financial
system to customers who want to get guns. Amalgamated Bank’s application
to the International Standards Organization for a new trading category code
(MCC) for gun and ammunition stores was approved in September 2022
(GABYV, 2022, December 29).

VDK Bank invented a unique three-sided collector coin approved by
the National Bank of Belgium and the European Central Bank. The three
sides represent the "triple" thinking of customer, community and planet,
which is what sustainable banking really means. A study by VDK Bank of
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1 000 Belgians found that 7 out of 10 Belgian depositors and investors have
no idea what their bank is doing with their hard-earned money. That is why
VDK Bank has launched a major campaign that encourages Belgians, and
especially young people, to think more about how they can use their money
to build a better future for themselves, their community and the planet. While
most discussions about money tend to center around profit and loss, VDK
Bank challenges this perspective by introducing a third dimension — the
impact of money on society and the planet.

The client side emphasizes the commitment of VDK Bank, which
provides clients with competitive interest rates on their deposits. From a
community perspective, the bank ensures that customers’ money is reinvest-
ted in their community and goes towards funding important organizations
such as universities, schools, clinics and homes for the elderly. The com-
munity focus extends to the environment and region, highlighting the bank’
s commitment to local social impact. From an environmental standpoint,
VDK Bank takes a strong stance against investing in fossil fuels and
environmentally harmful activities (GABV, 2023).

Therefore, the VOB development is an important trend for many
banks. One of its main principles is that the bank should be transparent and
ethical in its actions and interactions with customers, share its knowledge and
experience with them and work for the benefit of the community.

4. Application of value-based banking in practice of Ukrainian
banks

In Ukraine, there is currently no full application of the VOB
principles, but certain elements are being introduced, and some have been in
place for a long time. Banks mostly have a developed internal bank regulation
on corporate social responsibility (CSR). Todays, it is one of the key indicators
of success, a criterion for assessing the progressiveness of business and the
commitment of its owners to European values. Banks’ understanding of CSR
principles became especially important and revealing during the war, when
the issue of physical protection of employees and their financial support
arose. In addition, domestic banks have introduced ethical norms regarding
work with borrowers, Codes of Ethics in the work of the bank itself. Some
banks have already developed ESG principles, introduced the concept of
paperless document circulation, and are introducing barrier-free services. In
Table 2 gives examples of individual banks of Ukraine regarding the
implementation of values that they declare on their websites or highlight in
public reports.
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Table 2

Examples of the introduction of value-based banking in Ukraine

Name of the
bank

Key directions in
the VOB field

Directions for securing values

UkrSibbank

A green company
for employees

1Q energy partnership; creation of a green office; encouraging
employees to a green lifestyle; helping customers become energy
independent

Positive banking

Encouraging people to create and develop businesses; support of
social and entrepreneurial innovations; involvement of young people
in the search for modern solutions; financial education; support of
projects important for society and local communities; implementation
of projects to support safety, mental health and development of
employees’ skills

People First

Evacuation; organization of accommodation of employees in hotels
in Ukraine and abroad; compensation for housing rental costs;
restoration of damaged apartments; home office organization;
extended health insurance and support for mobilized employees;
meetings with psychologists and group therapy

Ethics and inclusion

Employment of people with special needs;

control of fair remuneration regardless of gender; gender equality in
the processes of appointment to management positions; an internal
ombudsman who works with part-time employees’ complaints about
inappropriate behavior and disrespect; the New Way of Working
work format change program; veteran support program;
psychological health audit of the organization

Ukrgazbank

Ecobanking

Ecocrediting at special rates; participation in the Coalition of Leaders
in Carbon Pricing (CPLC) to promote investments in reducing carbon
dioxide emissions; cooperation with PFAN (Private Financial
Advisory Network) to invest in renewable energy projects

Oschadbank

Ecological direction

Compliance with the requirements of environmental and social
responsibility in lending; support for clients who are modernizing
housing to increase its energy efficiency and implementing "green
technologies"

Social responsibility

Anti-discrimination on various grounds; tolerance for people with
special needs; social projects for employees; support of the country’s
defense capability; development of inclusive programs (in particular,
"My barrier-free", support for the creation of the "Handbook of
barrier-free" — the first multi-format publication in Ukraine,
dedicated to the basics of tolerant communication); program of
reintegration of veterans into the workforce; support of the Ukrainian
cultural process

ProCredit Bank

Environmental
management system

Internal environmental management aimed at the use of own solar
power plants, electric and hybrid corporate cars, waste sorting
systems in offices; consideration of environmental and social risks of
clients; refusal to finance ethically dubious and environmentally
harmful projects, in particular projects for the production of
disposable plastic

PrivatBank

Responsible
employer

The largest employer on the domestic labor market; employment of
persons with disabilities; a full social package for employees; the
"Protection" program to ensure the safety of employees and their
family members

Environmental
protection

Electronic document management; environmental collection
technology

Financial literacy of
the population

JuniorBank — training schoolchildren in financial literacy and
programming; charity fund "It’ s easy to help" — help to orphanages
and boarding schools, children with cancer, victims of natural
disasters or terrorist attacks

Source: compiled by the authors according to (UkrSibbank, n. d.a; n. d.b, n. d.c; Forbes
Ukraine, 2023, May 10; Ukrgazbank, 2018, 2023; Oschadbank, 2023; ProCredit Bank,
2022, March, 2024; PrivatBank, 2023)
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According to Table 2, among the presented banks, eco-banking
remains the leading trend. And there is nothing surprising in this, since
Ukraine at a high political level supported the European Green Course,
according to which in March 2021 the Cabinet of Ministers of Ukraine
approved the National Economic Strategy for the period until 2030,
according to which the country plans to achieve climate neutrality no later
than 2060. In order for Ukraine to transition to a climate-neutral economy, it
1s necessary to attract about 102 billion euros of capital investments by 2030,
that is, about 10 billion euros every year (Resolution of the Cabinet of
Ministers of Ukraine No. 179, 2021, March 3). In 2021, "green bonds" were
introduced at the legislative level in the country, the funds from which
placement is intended to be used exclusively for financing environmental
projects. All this stimulates domestic banks to introduce VOB elements,
however, mostly it concerns environmental and climate aspects.

5. Prospects for the development of value-based banking

The most promising form of conducting banking business is the client-
centric model. However, in the VOB framework, in the process of creating
and selling banking products, the fundamental core should be a chain of value
creation for all its participants.

It is difficult for Ukraine to immediately implement the transition from
traditional banking to VOB at the banking level. The constant change of
priorities over many years has changed the approach to traditional banking,
and values that are carried out in compliance with the principles of
sustainable development in the industry policy and legislation of Ukraine
have come to the fore.

A set of such factors as society’s awareness of social and cultural
values, rational use of natural resources, clean environment, energy saving,
energy efficiency; the active position of the state in supporting and promoting
eco-projects; the economic interest of enterprises of various industries will
contribute to the interest in eco-credits and the growth of demand for them.
And such a situation will require domestic banks to include eco-banking
services in their loan portfolio. That is, the demand for the service will
determine its supply and further development. Therefore, lending will
become a driver for the further VOB implementation in other areas of
activity: transactions with securities, bonds, investments, payment services,
project financing.

It should be noted that in large foreign banks, the most popular among the
publicly declared values are legality, accountability, high quality of service
provision and respect for human rights. Therefore, it can be hoped that, following
the experience of foreign financial institutions, domestic banks will build
management systems based on values. That is, value-based banking will not be a
fashionable trend, but a necessary component of banks’ activities.
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Conclusions

Value-based banking is a concept that is becoming widespread in the
world, as it brings to the fore the main human values: the person himself, his
rights and opportunities, natural resources, careful treatment of them, rational
use, recycling and other socially important projects.

The VOB development is a process that became possible thanks to a
change in the way of thinking and approach to business. Banks actively
implement the concept of corporate social responsibility and are more aware
of responsibility for their actions and consequences for society and the
environment. They are able to distinguish the areas in which they provide
services or deliberately refuse them, for example, targeted support for female
founders, financing the development of talented young people or blocking
payments on gambling sites for vulnerable consumers.

One of the main values on which the development of banking is based
is trust. Banks try to win the trust of customers by ensuring the highest
standards of security and quality of services. Another value towards which
the development of banking is directed is innovation. Banks are constantly
improving their technologies and looking for new ways to provide services,
introducing new digital technologies that enable faster and more transparent
access to services. They increasingly focus on social responsibility and
"green" initiatives. More and more banks are refusing to invest in industries
that harm the environment and are actively working on the development of
sustainable environmentally friendly financial instruments.

Among the principles of VOB management, we should highlight
customer relations, inclusiveness, product awareness, protection of customer
data, social integration, sustainability, mission and strategy for key
stakeholders, interaction with communities and compliance with ESG norms.

An important tool for the development of VOB is the evaluation of
value guidelines, on the basis of which the bank can develop a policy in the
field of ethical, social, and environmental management. For this, it is worth
applying the value index (in general) and indices in the field of sustainable
development (green customer index, green building index, green financing
index, etc.), but there is a lack of information base for their calculation.
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PENSION REFORM
IN UKRAINE

The pension system is an important area that
ensures the stability of any society. In the
conditions of a full-scale invasion of russia into
Ukraine, in accordance with the essence of the
solidarity pension system, there is an increase in
deep disparities between the available number of
persons who need pension protection and
persons who have to form this protection with
their contributions. The aim of the research is to
evaluate the pension system of Ukraine under the
conditions of martial law and to substantiate
the directions for its improvement. The hypothesis
was tested that the level of financial stability of the
pension system affects the country’s ability to
maintain social justice and the effectiveness of
state regulation of human potential. In this
research it was used a systematic and logical
approach; method of theoretical generalization,
comparison, analysis and synthesis, scientific
abstraction. A feature of the pension system in
Ukraine is the functioning of the first and third
levels of the system, while the second is in a state
of reform (does not work). The foundation of
pension protection is the solidarity pension
system, which suffered the most negative impact
from the military operations on the territory of
Ukraine. It is substantiated that today the
Ukrainian and European pension systems have
similar problems, which allows us to generalize
the acquired experience and use advanced
measures to improve the pension protection of
Ukrainian citizens. Given the factors of the
pension fund deficit and existing disproportions
between the working population and pensioners,
the following main approaches to the develop-
ment of pension provision in Ukraine are
proposed, such as comprehensive support for the
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PE®OPMYBAHHSI IIEHCIMHOTO
BABE3IEYEHHS B YKPAIHI

Iencitina cucmema € 8axciugoo cgepoio, wo
3abe3neyye cmadbiibHicmb 0)0b-K020 CYCNilb-
cmea. B ymosax nogHomacuimabnoeo 6mopeHeHHs
pocii 8 Ykpainy 6i0nogiono 0o cymrocmi conioap-
HOI' NeHCIUHOI cucmemu npocmedicyemucs 30imo-
WieHHsl 2TUOUHHUX OUCHPONOPYITL MIJIC HASBHOK
KiIbKICmIo 0cib, 5K nompebyiomb NeHCIIHO020
saxucmy, ma ocobamu, fAKI yet 3aXucm Maromo
cpopmysamu ceoimu ereckamu. Memoro Ooci-
OJiCeHHsl € OYIHKA cucmemu NeHCIlIHo2o 3abe3ne-
uenHs Ykpainu 6 ymosax 60€HHO20 CmaHy U
OOIPYHMYBAHHA ~ HANPAMIE il YOOCKOHANEHHS.
Iepesipeno zinomesy, wo pigeHvb GiHAHCOBOT
CMItIKOCMI  cucmeMu NeHCIliHO20 3abe3neyueHHs
BNIUBAEC HA 30aMHICMb KPAiHu Niompumyeamu
COYIabHY CNpaseousicms ma eQeKmusHiCmb
0epoIcagHo20  pecylioBants JN0OCbKO20 NOMeH-
yiany. Y x00i Qocuiodcenns — SUKOPUCIIAHO
cucmemMHULl ma 102HHUL NIOX00uU, Menmoo meope-
MUYHO20 Y3A2ANIbHEHHs, NOPIGHAHHA, aHANI3Y 1
cuHmesy, Haykosozo abcmpazysaris. Ocobnu-
giCmI0 cucmemu NeHCIlIHO20 3a0e3nedeHHs 6
Vxpaini € ¢ynkyionyeanns nepuwioco ma mpe-
Mbo2o pieHia cucmemu, mooi Ak Opyauil nepedysac
6 cmani peghopmyeannst (ne npayroe). Qynoamen-
MOM REHCIUHO20 3aXUCy € CONOAPHA NeHCIIHA
cucmema, AKa 3a3HAnd HAUOIIbWL He2amusHO20
6NIUBY 6I0 6OEHHUX Oill Ha mepumopii Yxpainu.
O61pyHmosaHo, wo Cb0200HI YKpaiHCbKe mda
€6ponelicbke  NeHciline 3a0e3neYeHHs  Maiomb
CX0HCY NPOOIEMAMUKY, WO O0360IIAE Y3AANLHUMU
HaOymuii 00c8io i suKopucmamu nepeodosi 3axoou
07151 B0OCKOHAIEHHSA NEHCIIHO20 3aXUCTY VKPAIHCY-
Kux epomaodss. 3 oenady wa axmopu Oegiyum-
nocmi [lencitinozo ¢pondy ma naseni oucnponopyii
MIJHC NpayioouuM HACENeHHAM | NeHCioHepamu,
3aNPONOHOBAHO MAKE OCHOBHI NIOX00U 00 PO3GUNIKY
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development of non-state pension funds, the
introduction of accumulative pension insurance;
taking into account the European experience —
the formation of an additional fund to the
Pension Fund of Ukraine (PFU) to ensure a fair
pension in the future. It is assumed that the use
of European experience in the process of pension
reform, taking into account the state of war in
the country (which has no time frame for ending)
will make it possible to harmonize the existing
stratification between the working population
and pensioners.

NeHCilino2o 3abe3nevenns 6 Yipaini, K 6cediuna
NIOMPUMKA  PO3GUMKY  HEOEPIHCABHUX NEHCIHUX
@OHOIB, 3aNPOBAONCEHHS HAKONUYYBATILHOZO NEH-
CIlIHO20  CMpAxXyBanHs, 3 YPAXY8aHHAM €6PO-
neticbko2o 00csioy — GopmyeanHs 000amKo8020
@onody oo Ilencitinoco gondy Yrpainu (IIDY)
w000 3abesneueHHs  cnpagediusoi  Neucii 6
matioymuvomy. Ilepedbauacmocs, wo uxopuc-
MAHHA €8PONELICLKO20 00C8idy 6 npoyeci pegop-
MYBAHHSI NEHCITIHO20 300€3NeUEHHS 3 YPAXYEAHHIM
B0EHHO20 CIMAHY 8 0ePIHCABI (AKULL He MAE YaCO8UX
PAMOK 3GKIHYEHHsl) Oachb 3MO2Y 2apMOHIZYeamu

HaseHe — pO3WIAPYBAHHA — MidC — Hpayloloyumu
8epcmeamil HaceleHHsl Ma NeHCIOHePamu.

Kniouoei cnoesa: meHciliHe 3a0e3MeUYeHHs,
corliapHa cucrema, nocin, Ilenciiiamii poHn
Yxpainu, BificbkoBOCITy)00BII, EHCIS.

Keywords: pension provision, solidarity
system, experience, Pension Fund of Ukraine,
military personnel, pension.

JEL Classification: A13, G23, H55, J32.

Introduction

Pension provision formation in old age is one of the most urgent
problems in the modern world. Pension insurance directly affects the
standard of living and well-being of people in any country. Pension payments
provide financial support to disabled citizens when they reach retirement age.
Pension provision in Ukraine during the last decade has been a cause of
concern for both the pensioners themselves and the state in general. Given
that the current pension system is based on the principles of solidarity and is
not designed for the long term, experts predict an increase in the number of
pensioners with minimum pension coverage. Also, the possibilities of the
Pension Fund are limited, which was provoked by the Corona Crisis and the
full-scale invasion of russia into Ukraine.

Taking into account the expert studies of the Institute of Demography
and Social Research named after M. V. Ptoukha of the National Academy of
Sciences (Libanova, 2024), the demographic threat is growing over the pension
system of Ukraine, which significantly increases the risks of the formation of
the income part of the budget of the Pension Fund of Ukraine (PFU) and, as a
result, creates conditions non-fulfillment of pension obligations already in
the coming years. Therefore, the solidarity pension system is not able to fully
ensure a decent standard of living for the elderly and requires subsidies from
the state budget on a systemic basis, which has an extremely negative impact
on both the budget of the country at war and its society. Also, modern pension
provision is too sensitive to the demographic situation, economic condition
and military situation in the country. Therefore, the gradual reform of the
pension system, the introduction of the accumulative system of mandatory
state pension insurance in Ukraine and the support of non-state pension
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insurance are among the priority steps that will allow in the long term to
equalize the existing disparities in payments to pensioners.

Many studies have been devoted to the research of this issue. Thus,
Sydor and Denisyuk (2022) note that pension insurance is one of the most
important areas of social protection of the population in the system of
ensuring the welfare of citizens; emphasize that providing every working
person with a state pension in the future should be a symbiosis of payments
from the solidarity system and mandatory savings. Bondarenko et al. (2023)
analyze the pension system in Ukraine in order to assess its efficiency and
stability. Their research is aimed at identifying possible shortcomings,
problems and challenges faced by the pension system in the country, and
justifying the reasons that lead to these problems; search for effective
solutions for solving them. Poznyakova and Solyanyk (2021) in their
research materials present the results of a sociological analysis of the process
of institutionalization of the modern Ukrainian pension system to determine
the directions of its effective reform. Scientists Prikhno et al. (2021) studied
the level of efficiency of the functioning of the pension system in Ukraine
and proposed the main directions for improving the current state policy
regarding pension provision in Ukraine.

In the works of Ukrainian scientists Pikus and Tsyganok (2023),
practices related to the formation of pension systems in economically
developed countries are summarized in order to determine the key directions
of their reform at the current stage and in the near future; the most successful
practices of building pension systems as assessed by the Global Pension
Index are determined.

For his part, Parfyonov (2023) analyzes the mechanisms of ensuring
the pension system in foreign countries, in particular in those that are
members of the European Union; in the materials of the publications, the
specialist applies the principle of continuity to reveal the conditions for the
implementation of social services in the form of group pension insurance
policies for small and medium-sized businesses, which, according to the
author, should ensure the creation of regulatory, legal and financial and
economic mechanisms for providing the system with pension payments for
disabled persons.

Foreign specialists also pay considerable attention to the development of
pension provision. Agnese et al. (2024) note in their work that pension funds are
faced with the difficult task of obtaining sufficient profitability to ensure
adequate and sustainable retirement income for their members in the context of
an aging population. The publication by Italian experts examines the relation-
ship between the efficiency of pension funds and the impact of social
management policies on asset allocation strategies; important aspects affecting
the sustainable development of the Italian pension fund market are revealed.
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Andersen et al. (2024) examine pension reform and material
inequality around the world. In their paper, they propose a life-cycle model
to reveal the underlying theoretical mechanisms linking pension systems,
asset accumulation, and wealth distribution. To determine the effectiveness
of the developed model, experts tested the empirical probability of the given
forecasts through the study of the pension reform in Denmark, a country
where a decrease in wealth inequality was observed during the last decades.

Soneryd (2024), for his part, focuses on the fact that pension funds
seek to create a secure economic future for an aging population, while the
funds still hold assets in oil and other fossil fuels. In the analyzed pension
system of Sweden, it is shown how the mechanisms and tools of the future
are embodied in the practices of pension savings.

Li et al. (2023) analyzed the impact of pension on poverty in China. The
results of their research show that the pension significantly contributes to the
reduction of relative poverty at the regional level; at the same time, the obtained
data have a distinction between urban and rural areas. Experts note that individual
health has a positive effect on improving the relative poverty situation, i.e.
pensioners with good health are less likely to fall into relative poverty.

In fact, there is a fairly significant amount of scientific research on the
issue of pension provision both in the Ukrainian and foreign scientific space,
but the issue of the functioning of pension provision in the conditions of a
full-scale invasion of russia in Ukraine requires further study, in addition, the
issue of reforming the solidarity level remains particularly acute for Ukraine
pension system.

The aim of the article is to substantiate the peculiarities of the pension
system of Ukraine in the conditions of martial law and to develop
recommendations for its improvement and increase in efficiency. Reforming
the pension system will make it possible to solve a number of urgent
problems, in particular, to reduce the financial burden on the state budget
through a gradual transition to the accumulation system and through the
improvement of the existing solidarity system.

The research presented in the article is based on the hypothesis that
the level of financial support of the pension system forms the foundations of
the state’s ability to maintain social justice and effectively regulate the
demographic situation in the country.

The research 1s based on a methodology that includes a review of
scientific literature, analysis and systematization of existing theoretical
ideas about pension provision, foreign research on the latest trends in
improving the pension system. The methods of scientific abstraction,
generalization, and comparison are used. In a practical aspect, the results
of the study can be useful when forming a strategy for the development of
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social policy, substantiating plans for reforming the pension system in the
post-war period.

The structure of the main part consists of three sections, the first of
which is devoted to the determination of the main components of the state
pension system and it is stated that the basis of pension protection is the
solidarity system, the second is the assessment of the solidarity pension
system in war conditions, the third is the determination of prospects for
improving pension provision in these conditions.

1. Formation features of the pension system of Ukraine: levels of
pension insurance

According to the Law of Ukraine "On Mandatory State Pension
Insurance" (2023, July 9), the pension system consists of three levels. The
solidarity system forms the first, the largest level in terms of coverage, which
1s the solidarity system of mandatory state pension insurance. It functions on
the principles of solidarity and subsidization.

The second level is the accumulative system of mandatory state
pension insurance, which has not yet been put into effect. The system of
mandatory state pension insurance must work on the basis of the
accumulation of funds of insured persons in the Accumulation Fund or in the
relevant non-state pension funds; subjects of the second level of the pension
system and to finance the costs of payment of life pension insurance contracts
and one-time payments on the terms and conditions in accordance with the
procedures provided for by this law.

The system of non-state pension provision creates the third level of
pension provision of Ukraine and operates on the basis of voluntary
participation of citizens, employers and their associations in the formation of
pension savings. The purpose of the operation of this system is to provide
citizens with additional sources of pension payments in the future under the
conditions and in the order provided by non-state pension funds.

The modern pension system is presented in Figure 1.

1% level Pension insurance systems
System of operating in Ukraine as of
mandatory state =, / January 1, 2024 |
pension insurance

System of accumulative
pension insurance

3" Jevel

Figure 1. Pension system in Ukraine as of January 1, 2024

Source: compiled by the author on the basis of the Law of Ukraine "On Mandatory State
Pension Insurance" (2003, July 9).
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The solidarity system provides the basic needs of citizens of retirement
age, and programs offering non-state pension insurance are tools for acquiring
an additional pension. The accumulative system of mandatory state pension
insurance was launched in 2003 with the adoption of the Laws of Ukraine "On
mandatory state pension insurance" (2023, July 9) and "On non-state pension
insurance" (2023, July 9). The start of this system was announced in 2012, when
up to 7% of the salary was to be directed to the personal accounts of citizens.
However, the process of implementing the accumulative system of mandatory
state pension insurance slowed down, as no real mechanism for its launch was
developed. The second start was supposed to take place in 2017, when the
pension system was being reformed to increase the length of insurance for
retirement. Also, in 2019, it was planned to deploy the accumulative system of
mandatory state pension insurance. In recent years, steps have been repeatedly
taken to start the functioning of the second level of the pension system, but the
state of war in the country has shifted the emphasis in the socio-economic
development of the country.

2. The influence of martial law on the solidarity pension system of
Ukraine

The first level of the pension system operates according to the principle
of solidarity, that is, those who work today, with their financial contributions,
form pensions for current retirees. This means that future pensioners do not
provide for themselves in the future, but rely on today’s youth.

This type of pension provision is effective when the birth rate of the
population significantly exceeds the death rate. However, the joint pension
system failed several years ago. That is, the demographic factor is decisive
in such a pension system. Today in Ukraine there is 1 pensioner for 1 working
person. According to the Pension Fund of Ukraine, before the full-scale
invasion, there was 1 pensioner for every 1.3 officially working people. At
the beginning of 2024, there were approximately 9 million working citizens
in Ukraine, while there were more than 10 million pensioners. According to
the expert, the disparities will only grow further (Libanova, 2024).

As of January 1, 2024, the number of pensioners in Ukraine amounted
to 10,516 million people, while at the beginning of each following year, a
decrease in the number of people of retirement age is observed (Figure 2).
One of the main factors that caused a sharp decrease in the number of
pensioners (over the last 10 years — by 3,016,771 people) was the increase in
the retirement age and, accordingly, the insurance length of service, which,
in turn, deepened the existing imbalance in the pension system and artificially
reduced the number elderly people. The second factor that affected the
reduction in the number of pensioners is the corona crisis and the full-scale
invasion, which further provokes existing inequalities and negatively affects
people’s quality of life. Therefore, during the studied period of 2014-2024,
the number of pensioners decreased by almost half a million people.
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Figure 2. Dynamics of the number of pensioners, persons
Source: compiled by the author based on data from the PFU (n. d.).

Taking care of its citizens 1s the main task of the state, it i1s especially
important for those who cannot take care of themselves, such as people of
retirement age. A pension is support that provides the basic needs of people
who, due to age, health or loss of a breadwinner, are unable to support
themselves. Thus, for the majority of Ukrainian pensioners, the main source
of income is a pension (Head Office of the Pension Fund of Ukraine in the
Sumy region, 2021, February 24).

Ensuring the necessary level of material well-being of persons of
retirement age is implemented through the establishment of the pension
amount, which is affected by insurance experience and health status.

In accordance with the peculiarities of the solidarity pension system
in Ukraine, the minimum pension level is established annually. As of January
1, 2024, the minimum pension amount in Ukraine is UAH 2,361 and is equal
to the subsistence minimum (Pension Fund of Ukraine, n. d.). In more detail,
the distribution of pensioners by types and amounts of pensions, except for
pensioners from among military personnel, is presented in the Table 1.

Table 1
Distribution of pensioners by types and amounts of assigned pensions
(except pensioners from among military personnel) as of January 1

Type of Number, persons The average amount of pension, UAH
pensions 2021 2022 2023 2024 2021 2022 2023 2024
By age 8330485 | 8051951 | 7916113 | 7705735 |3538.97 | 3944.81 | 4522.98 |5247.94
By disability | 1426553 | 1436847 | 1439783 | 1474997 [2679.45 | 3033.7 | 349531 [4030.92
In connec-
ﬂ)"s‘; va”h the | 53184 | 520553 | 517891 | 510177 |3012.50 | 3384.39 | 3966.43 | 4507.42
breadwinner
fé’rrvffjrs of 1 214304 | 205973 | 196481 | 183466 |3205.53 | 3682.29 | 4205.79 |4769.33
Social 72843 | 68284 | 63921 59269 |1786.06 | 1955.65 | 2140.03 |2451.45

Source: compiled by the author based on data from the Pension Fund of Ukraine (n. d.).
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Analysis of Table 1 shows an increase in the number of pensioners for
disability (from 2021 to 2024 by 48.444 persons), in relation to all other
categories, we see a steady downward trend, which is observed against the
background of a decrease in the number of pensioners. The significant
increase in people with disabilities in 2023-2024 is due to a full-scale
invasion. In the conditions of new challenges associated with martial law,
which increases the number of military personnel and their family members
exponentially every year, it is advisable to consider the pension protection of
military personnel (7able 2).

Table 2
Distribution of retired military personnel by types and amounts
of pensions as of January 1

Type of Number, persons The average amount of pension, UAH

pensions 2021 2022 2023 2024 2021 2022 2023 2024
For
disability 52329 | 54266 | 55078 | 63193 | 7767.44 | 9520.76 | 11512.77 | 13 197.87
In connec-
tionwiththe | 150 575 | 108 116 | 119269 | 148234 | 4406.56 | 5427.02 | 637274 | 7626.10
loss of the
breadwinner

Forlength 1 309 869 | 382497 | 375797 | 367702 | 5619.56 | 7929.40 | 101435 | 1248075
of service

Total in

. 551382 | 544879 | 550144 | 579129 | 583.21 | 7591.36 | 9463.10 11 316.40
Ukraine

Source: compiled by the author on the basis of data from the PFU (n. d.).

The existing pension provision in Ukraine for retired servicemen and
their family members is based on the standards of social protection of the
Armed Forces of Ukraine. During the years of hostilities (2022-2024),
according to the data of the PFU, a significant increase in the number of
pensions issued from the category "in connection with the loss of a
breadwinner" can be observed. Also, according to forecasts of international
experts, Ukraine has great chances to become a country of young disabled
people (TSN, 2024, June 4). Among military personnel, the number of
persons with disabilities increased by 18% from 2021 to 2024.

The conducted analysis of the impact of martial law on the solidarity
pension system of Ukraine makes it possible to single out differences in
pension provision as of 2024, namely: an increase in the number of citizens
with disabilities; deterioration of the demographic situation; increasing
disparity between working citizens and senior citizens.

Therefore, the solidarity pension system in the conditions of martial
law is not able to provide decent payments to people in need of pension
protection in the long term. Such a situation requires either systemic
subsidies from the state budget or reform, in particular, the introduction of
the accumulative system of mandatory state pension insurance.
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3. Prospective directions of the pension system functioning
in Ukraine

In recent decades, European experts have made extraordinary efforts on
reforms aimed at curbing pension costs. The financial crisis and the COVID-19
crisis have dramatically changed economic conditions, and the review of the
role of the social protection system has become critically important. The growth
of public debt, including the debt related to the deficit of the pension system and
the cancellation of pension reforms, affects the stability of the pension system
and public finances. These conditions also led to profound generational
imbalances, as the crisis disproportionately affected the youth and working-age
population. The changing economic environment requires a clear diagnosis of
the stability of pensions under the current policy and puts forward greater
demands for a review of the reform of the pension system and the social security
system (Martinez & Soto, 2021, September 10).

Common challenges regarding domestic and European pension
provision can be noted:

demographic: the low birth rate and the aging of the population
provoke uneven distribution between the working population and those
dependent on the state by age. Also, in Ukraine, the demographic factor is
accompanied by population migration, which is caused by the full-scale
invasion of the Russian Federation;

financial crises, including the corona crisis: this causes a weakening
of the financial potential of pension funds and negatively affects the
formation of pension assets, which, in aggregate, weakens the pension
provision of citizens.

Let’s consider the experience of European countries for the possible
implementation of the experience of pension reform. According to Reuters
(2024, March 5), the German government plans to introduce a supplementary
pension scheme by investing in capital markets. This will ensure that
pensions remain linked to wage trends. Germany’s pension system is under
great pressure from a widening gap between wages and pensions due to
demographic changes, as millions of baby boomers born in the 1950s to mid-
1960s retire in the coming years.

"The system must remain fair for future generations, both for those
who benefit as pensioners and for those who finance the system," said
German Finance Minister Christian Lindner (Serenelli, 2024, April 29). The
goal of the reform is to guarantee a pension level of at least 48% of the
average wage until the end of the 2030s, which will allow pensioners to
maintain their standard of living after retirement. To ease the long-term
burden on depositors, a permanent sovereign wealth fund will be created with
the purchase of capital shares, using also loans from the federal budget and
transfers of state funds. The government’s first step will be to borrow
12.5 billion euros in 2024 for so-called Generation Capital to invest in the
capital markets. This amount will increase by 3% annually in line with
the projected wage growth, until 2028 the amount is planned to be
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15 billion euros. By 2036, capital in the amount of 200 billion euros should
be accumulated at the expense of federal debts. The resulting profits will
make it possible to distribute 10 billion euros annually to the pension
insurance scheme by investing in shares and funds. The reform conditions
will not affect contributions to the pension system and will remain stable at
the level of 18.6% until 2027, as it was from 2018. Contributions are planned
to increase to 20% starting from 2028, and to 22.3% from 2035, remaining
at this level until 2045 (Reuters, 2024, March 5).

Today, France ranks second in terms of public spending on old-age
pensions in the EU after Greece. In 2020, expenditure on old-age pensions
was 13% of GDP compared to 10.3% on average in the EU and 9.6% in
Germany. Without changing the retirement age, according to EU estimates,
the share of state pensions will increase to 15.5% by 2050. In order to ease
the financial burden on the pension system, the French government plans to
raise the statutory minimum retirement age by two years, from 62 to 64 years
by 2030, as well as ensure an already agreed increase in the number of
years of contributions required to receive (a full pension: from 41.5 to
43 years from 2035 to 2037). The retirement age at which a full pension can
be received regardless of the number of years of contributions remains
unchanged at 67. Therefore, rising the retirement age will help mitigate the
impact of demographic changes on the labor market (Subran et al., 2023).

In 2024, the Government of Ukraine announced a new pension reform,
the purpose of which is to ensure a decent standard of living for persons of
retirement age: a joint pension of not less than 30% of the average salary
during life and an accumulation part of not less than 50%. A points system
will be introduced in the calculation of pensions, which will allow equalizing
the disparities between pensioners who retired a long time ago and those who
did so recently (Public News, 2023, September 22). Accordingly, payments
to pensioners who retired earlier will be brought up to the current level. Every
month, employed citizens pay a contribution to the Pension Fund. The
contribution will be converted into points according to the ratio between
the person’s salary and the average salary in Ukraine at that time. The
government hopes that such a reform will make the joint pension system
immune to inflation and devaluation.

The experience of the operation of European pension systems
emphasizes the key aspects that should be paid special attention to when
building a stable financial potential of pension provision in Ukraine.

The importance of non-state pension funds. Funds are the basis for
providing additional financial protection for retired citizens, contributing to
the stability of their income in old age. Non-state pension funds (NPF) are an
additional element of state pension provision, providing an opportunity for
individual accumulation of pension savings. This allows people at a working
age to start forming their additional pension, saving part of their earnings in
advance, and to receive a higher income after the end of work, which is a
source of support for high social standards and at the same time a factor in
the growth of internal investment resources for the accelerated development

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5 43



FINANCE

of the national economy. According to the legislation, the NPF has the status
of a non-profit organization, which functions and acts exclusively for the
purpose of accumulating pension contributions for the benefit of participants
with further management of pension assets, and also makes pension
payments to participants in the manner specified by law (Law of Ukraine
"On Non-State Pension Provision", 2003, July 9).

It is important to emphasize that, unlike other institutions that provide
services in the system of non-state pension provision (insurers and banking
institutions), the main activity of the NPF is the pension provision of citizens.
Support and development of non-state pension provision in Ukraine is
important for several reasons — additional income for pensions, relief of the
state budget and investment in the Ukrainian economy, and these are only
some of the advantages of the NPF. Therefore, non-state pension provision
is a key element for ensuring the financial stability and well-being of retired
citizens of Ukraine.

Implementation of the long-announced second level of accumulative
pension insurance. The accumulative pension system is based on the
principles of the distributional and accumulative pension system. That is,
citizens of working age on a voluntary basis accumulate savings in their own
pension accounts, which in the future, upon reaching retirement age or in
cases provided for by law, will serve as additional support to the national
pension. At the same time, these funds are additional investments in the
economy of Ukraine. An important advantage of this system is the possibility
of inheriting accumulated pension savings. Also, the funds of the
accumulative pension system will help restore the economy faster as a source
of investment in the country’s development.

Formation of an additional welfare fund by the state for future pen-
sioners. This is a new approach to stabilizing the pension provision of citizens
who will retire in the future. To date, there is the experience of several European
countries that have formed additional support funds for the existing pension fund
in the country. This approach allows you to follow the principle of fairness for
tomorrow’s pensioners. The source of the formation of such a fund can be funds
borrowed from the state and invested in the capital market, the economy; the
received income will make it possible to reduce the imbalance between working
citizens and persons who need pension protection.

However, in the conditions of martial law and uncertainty, it is quite
difficult to implement any approaches to pension provision. It is necessary to
take into account a large number of factors affecting the reform of pension
provision and the feasibility of the obtained results.

Conclusions

The pension system of Ukraine is experiencing serious challenges that
have been and will be the subject of research. The results of this research
show that over the past 10 years, there has been a significant decrease in the
number of people of retirement age — by almost three million. The conducted
analysis of the distribution of pensioners by types and amounts of pensions
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(except military pensioners) allows us to state that there was an increase in
the number of pensioners due to disability (from 2021 to 2024 — by
50 thousand people), but according to other categories (by age, in connection
with the loss of a breadwinner, for years of service and social) the indicator
of the number of pensioners shows a tendency to decrease. The main
challenges that formed the results of the research are the demographic
component of Ukrainian society, the serious deficit of the Pension Fund and,
as a result, the low level of pension payments, the lack of an accumulation
element of the pension system.

In pension provision in Ukraine, there is a deepening imbalance
between the burden on working people and the number of pensioners
supported by them. One of the main factors that negatively affected the
pension system was the full-scale invasion of the Russian Federation into
Ukraine, which caused a significant outflow of labor, as well as an increase
in the number of people with disabilities or deaths of our citizens. The
number of able-bodied Ukrainians who could make contributions and support
the pension system decreased faster than the number of pensioners. The
analysis of pension payments showed that the number of servicemen with
disabilities has increased significantly in recent years (by 18% from 2021
to 2024). Therefore, the solidarity pension system of Ukraine needs real
reform, which will ensure a fair redistribution of financial resources among
all generations of pensioners.

In recent decades, the European community has had similar problems in
the pension system, and currently European countries are introducing reforms
aimed at raising the retirement age of citizens and forming additional financial
funds to support people of retirement age. The pension system in Ukraine has a
number of challenges that are not characteristic of EU countries, and therefore
it is forming its own path of reform, which is based on a point system. However,
it is expedient to implement certain elements of the European practice of pension
provision into the Ukrainian pension system. Today, a comprehensive approach
to the reform of pension protection is considered appropriate; in particular, it
should take into account the following components: the development of the
NPF, the start of the second level of the pension system and the formation of the
welfare fund. As evidenced by the experience of European countries, they have
made positive gains in all of the above-mentioned components. A new direction
of support for future pensioners — the welfare fund will enable, without
increasing the amount of social deductions, to ensure the principle of justice for
future pensioners.

Developed approaches will help Ukraine to overcome the existing
imbalance in the formation of the income part of the pension system for the
elderly and people with disabilities, which will make it possible to reduce the
impact of the demographic factor on the social system in general.

Therefore, reforming pension provision in the conditions of martial
law is an extremely important condition for guaranteeing the stability of the
future society. Reconstruction of the pension system using international
experience requires adaptation to Ukrainian realities and comprehensive
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measures from the state. A properly developed strategic plan for pension
reform and optimization of income to the Pension Fund will help to ensure a
high-quality post-war recovery of Ukraine.

Further research on this issue requires justification of the demographic
development strategy of Ukraine.
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PUBLIC-PRIVATE
PARTNERSHIPS
IN THE AGRICULTURAL
SECTOR

The levels of management in the field of
agriculture were systematized, a comparative
analysis of the international experience of
management in the agrarian sphere was carried
out (on the example of Germany and Italy). The
current trends in digitalization of agricultural
management in the world, as well as tasks and
challenges of digitalization in Ukraine were
described. The hypothesis of the research is that
the implementation of digital solutions in the
Ukrainian agricultural sector will increase the
efficiency of management, especially in the condi-
tions of military challenges. Methodologically,
the research is based on the analysis of policies,
strategic plans, scientific works and other sources
related to management in the field of agriculture,
taking into account the impact of digital techno-
logies. The centralized management model in the
development of the agricultural sector still
dominates in European countries. However, the
EU current policy in the field of regional
development provides for the transfer of as many
management functions as possible to the regionnal
level. This approach is also characteristic of the
national model of agricultural development policy.
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JEPXABHO-IIPUBATHE
[IAPTHEPCTBO

B AT'POIIPOMMCIIOBOMY
KOMIIJIEKCI

Cucmemamu308ano piGHi  YNPAGNIHHA 6
2any3i CilbCbKO20 20CNO0apcmed, NposedeHo
NOPIGHANILHULL AHATII3 MIJICHAPOOHO20 00CBIOY
YNpaeninHA 6 acpapHin cgepi (Ha npuxnadi
Hineuyunu ma Imanii). Onucano cyyacni men-
Oenyil yugposizayii  ynpaeuiHHs CLIbCbKO20
20cnooapemea y ceimi, a maxkoxic 3a80aHHs mda
suxnuku yugposizayii ¢ Yxpaiui. I'inomesor
00CHIOMHCEeH S € Me, WO BNPOBAONCEHHS YUDpO-
8UX pillleHb 8 YKPAIHCbKOMY A2paApHOMY CeKmopi
niosuwums egexmusHicms YNpasiiHHs, 0coo-
JIUBO 8 YMOBAX BOCHHUX GUKIUKIE. Memodono-
2IYHO OOCHIONCEHHSI TPYHMYEMbCA HA AHAI3L
NONIMUK, CIMpamecidHux niauie, HayKoeux npays
ma iHwux Odicepen, nog si3aHuUx 3 YNPAGIIHHIAM Y
2any3i citbCbKk020 20CN00apCmed 3 ypaxye8aHHsIM
enausy yugposux mexuonoziu. Llenmpanizoeana
MoOenb  YNPAGNIHHA Y PO3GUMKY A2PAPHO20
ceKxmopy 8ce uje OOMIHYE 8 €BPONELCLKUX Kpai-
nax. Ilpome cyuacuna nonimuxa €C y cghepi
PeciOHANIbHO2O PO3BUMKY nepedbauae nepedauy
sAKOMO2a  Oinbuloi  KilbKOCMi  YAPABIIHCHKUX
@yHryii Ha pecionanvHuil pigens. Lleii nioxio
Maxodc xapaxmepruil O 8iMYU3HAHOI Mooeri
HOIMUKU PO3BUMKY CLIbCbKO2O 20CHO0APCMEA.

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/)
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The most important and effective tool for the
modernization of any of the known management
systems in the modern world is their digitalization.
Digitization of management in the agricultural
industry at all levels, from the state to small
agribusiness entities, is no exception. The further
digital transformation of management in national
agriculture represents a higher level of digital
integration, which affects the most complex organi-
zational changes in the structures of state admi-
nistration and agribusiness. The results of the
implementation of these tasks can significantly
affect the growth of profits in the agricultural
business and the competitiveness of products,
which will allow the agricultural industry to reach
modern global technological boundaries.

Keywords: digitalization, management
functions, regional development, agriculture,
technologies, and competitiveness.

Harisasicnusivium ma egpexmugnum incmpy-
Menmom MmoOepHizayii OyOb-aKoi 3 8i0OMUX Cuc-
mem YAPAGIiHHA Y CYYACHOMY C8imi € iX yugpposi-
sayia. Lugposizayia ynpaguinHa y CinbCbKo-
20CN00apCoKitll 2ay3i Ha 8CIX PIBHAX, 8I0 0epaicas-
HO20 00 cyb’ekmig manozo azpobisnecy, He €
sunsimrkom. Todanvwa yugposa mpancgopmayis
VYAPAGNIHHA Y GIMYUSHAHOMY CLIbCbKOMY 20CHO-
oapcmsi npedcmasiie uwuil pieeHb yupposoi
iHmezpayii, wo 6NIUeae Ha HAUCKIAOHIUE OP2aHi-
3ayitiHi  3MIHU Y CIPDYKMYPAX — OepiicagHO20
ynpasninHa U agpoobiznecy. Pesymvmamu peani-
3ayii’ Yux 3a60aHb MOJICYMb CYMMEEO GNIUHYMU
HA 3pOCMAHHs NPUOYMKIE Y CLlbCbKO20CN00apCh-
KoMy Oi3Heci ma KOHKYPEeHmMOCHPOMOIICHICb
NPOOYKYIL, Wo 0036801UMb CLILCLKO2OCHOOAPCHKIlL
2anysi 00csemu Cy4acHux Ceimosux mMmexHouo-
2IUHUX pybexcis.

Kniouoei crnoea: uudposizanis, yrnpas-
JIHCBKI (DYHKIIIT, perioHaJIbHUI PO3BUTOK, CiJlb-
CbKe TOCMOIaPCTBO, TEXHOJIOTI Ta KOHKYPEHTO-

CIPOMOKHICTb.
JEL Classification: Q12, N50, 032, O33.

Introduction

A detailed study of foreign and domestic management experience in
the field of agriculture clearly indicates that most developed countries are
characterized by a multi-level nature of management. This involves the
distribution of various powers and functions between different levels of
government, but not in a hierarchical, but in a logical order, based on the
dependence between different levels and subjects of relations, in which each
participant contributes his share of specific resources and knowledge.

The broadest long-term experience of management in the field of
agriculture in different countries definitely shows that there are numerous
difficulties and obstacles in creating concrete and optimally effective multi-
level coordination (Mantino, 2018). For a clear and deep understanding of
multi-level management, it is first important to define the involved levels, as
well as outline the circle of key participants (subjects) directly involved in
these management processes.

The issue of electronic management in the agricultural sector is relevant
for every developed country. Among foreign experts who are actively
developing forecasts and researching technological trends in e-government are
Pal (2019), Panganiban (2019) and Uddin et al. (2010). They emphasize the
need for strategic planning and adaptation to local conditions and note that
Initiatives often fail due to limited funding and insufficient infrastructure.

Domestic scientists emphasize the importance of transparent
administrative services and increasing the digital literacy of the population.
Andrieieva (2019), Babenko et al. (2022), Zastrozhnikova (2019), Kulyk and
Kravchuk (2011) study the development of agricultural startups that use
information technologies to increase productivity, note the need to
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implement a new agrarian policy in Ukraine and the importance of engaging
experts to create a digital transformation strategy.

The aim of the research is to systematize and organize the foreign and
domestic management experience in the field of agriculture, in particular, the
study of historical aspects, the current state and the impact of digital technologies.

It is hypothesized that the implementation of digital solutions in the
Ukrainian agricultural sector will increase the efficiency of management,
especially in the conditions of military challenges.

The methodological basis of the research is the description and
analysis of policies, strategic plans, scientific works and other sources related
to management in the field of agriculture, taking into account the impact of
digital technologies.

The main part of the research is based on several key aspects that
systematically reveal the scientific issues and research results. First, the
theoretical foundations of multi-level management and its features in
the context of the agricultural sector are considered. Further research is
focused on foreign experiences of digitization, which makes it possible to
compare different approaches to the implementation of e-governance in the
industry. Particular attention is focused on the implementation of the State
Agrarian Register in Ukraine, where the historical prerequisites, current state
and evaluation of the effectiveness of this tool are highlighted. The final part
of the research is devoted to the analysis of the challenges associated with
the digitalization of the agricultural sector and the prospects for further
improvement of the system in the conditions of modern crisis realities.

1. Management levels in the field of agriculture

There are two main levels of state administration: national (state) and
local. However, for a more accurate organization of management in the
agricultural sector, it is proposed to supplement this system with two
additional levels: regional and subregional (Table; Figure). This approach is
based on the needs of agriculture, where interaction between national politicians
and local initiatives requires clear coordination at intermediate levels.

Table
Management levels
Level Brief concept description
National (state) Coincide with the concept of the state level
Regional The concept of governance as well as the scale (size) of a region

(region, state, canton, etc.) may differ in international comparison,
resulting in serious problems for international comparison
Subregional or intermediate Often play a significant role in those systems where the degree of
decentralization is very high and/or in large regions. In fact, it is about
the level between the regional (land, canton, region, etc.) and the local
level, which can be very important for those countries where there can
be diversity in the territorial division

Local It is most suitable for local self-government, subjects of public and
private forms, civil society, in fact for everyone who promotes such
development projects at the local level

Source: compiled by the authors.
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The sub-regional level is often associated with a certain administrative
division established in the territory in question. However, the local level is
not necessarily associated with an administrative unit. The term "local" level
rather means "of a local, limited nature or effect on something". In fact,
"local" becomes practically synonymous with such administrative units as
"provincial, district, village". If we depart from the logic of administrative
division, these are, as a rule, territories limited in size, within which specific,
special and even unique agencies (associations, organizations, institutions,
representative offices, etc.) operate, interested in cooperation. These are also
agencies that are already implementing various projects for the development
of rural areas, environmental projects and other initiatives, plans and
programs related to the development of the agricultural sector. In this context,
the term "local" can refer to a certain set of private and public actors to
promote different types of partnerships.

Level The main subjects involved
in management processes:

A4

— National (state) Ministry of Agrarian Policy and Food — |—

Other organizations and associations
(consumers, environmentalists, etc.)

— Regional Regional administrations of agriculture |

Other agencies in the agricultural sector |—

Regional professional organizations —

Other organizations and associations

|| Subregional or Sub-regional authorities ORC, district
intermediate administrations, etc.)

\4

Regional development agencies —

A4

' Local Local authorities, local institutions —

Local agencies —

Local unions —

Local organizations/associations

Figure. Structure of multi-level governance of the agricultural sector

Source: compiled by the authors.
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Each of the four levels of management presented in the figure has its
own rather specific participants (subjects), not only institutional (state and
regional management bodies, etc.), but also others, such as various
associations, social and economic representations, non-profit and volunteer
organizations, etc. The specifics and significance of each of the levels of
management may change depending on the institutional order (structure)
of an individual country. In those states where the national level clearly
dominates, there is a powerful centralized management system, and vice
versa, as a rule, states with predominantly decentralized management are
countries with regional and subregional (intermediate) levels.

2. International management experience in the agricultural sector

Today, the centralized management model that still dominates Europe
in terms of rural development and agribusiness is becoming more popular in
some new development programs of the European Union and individual
countries. At the same time, even 20-30 years ago, interest in the centralized
model in Western European initiatives and programs for the development of
rural areas was quite low.

Instead, the current general policy approach of the EU and other
European countries outside the EU in the development of regions consists
mostly in transferring as many management functions as possible to
the regional level. Currently, in the countries of Western Europe, the
development policy of rural areas and their management models are very
different. In particular, the management models of agricultural development
in Italy and Germany have the most difficult points and features compared to
other countries of Western and Eastern Europe, as they are characterized by
a rather strong territorial division of functions and management powers.

If in Germany its federal structure is manifested through the federal
system of the entire state structure of the country and indeed there is a high
level of independence of all 16 states, then Italy is primarily a unitary state,
where separate but defining elements of federalism are clearly present. This
form of state territorial structure is often called "regional". There are only
20 regions in the country, which are divided into provinces. At the same time,
5 regions of Italy have a special status as wide autonomy.

It is possible to identify common points in the management of
Germany and Italy (Mantino, 2006). In both countries, deep decentralization
was carried out, based on the transfer of important management functions to
the regional level, both administrative and legislative (in Italy in 20 regions,
especially in 5 of them with wide autonomy; in Germany — in all 16 Lands).
The main impetus for reforms and decentralization of management in these
states, as is believed today, was the influence of certain results obtained in
the world order after the end of the Second World War. Decentralization
reforms proceeded in several stages and became particularly active in
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Germany and Italy between the 1970s and 1990s, namely before the
unification of the Federal Republic of Germany and the German Democratic
Republic. All interconnections and relations between different levels
of government in these countries are based precisely on the principles of
comprehensive and broad cooperation, that is, on the multipolar system
of government.

It is important to emphasize the distinctive features characteristic of
such a model:

» all management functions in this cooperative model are divided in
such a way that for the solution of the same problem, whether it is state aid
or participation (grants, programs, works, quotas, etc.), social services, a
number of environmental problems and other issues, all participants have
different levels, and organs perform specific functions. Any movements and
actions in the development of the agrarian sphere begin and continue to be
implemented only with mandatory observance of territorial interests, which
are represented and formed with the direct participation of several levels of
management in these territories;

» on the basis of the previous undisputed condition in the cooperative model
of management, it is quite possible to duplicate some management functions and
use certain tools that can solve various problems that naturally arise from this
duplication. In such circumstances, the most important mechanism in solving
such problems will be careful coordination between the state and regions to
coordinate the main steps to solve them, as well as mandatory work with local
authorities. For example, in the United States, the Department of Agriculture
(USDA) plays the main role at the level of the federal body, which is the main
guide of the state agricultural policy at all levels of management of the country’s
agricultural sector. USDA also plays an important role in coordinating the
interests of agricultural producers (farmers) with the interests of other
agribusiness actors, as well as considering the interests of end users of agricultural
products and other agricultural services with the national interest.

An important role in realizing the mutual interests of all participants
in this process is played by partnerships between the state and the private
sector (Public-Private Partnerships, PPPs), which, accumulating the efforts
and scientific and technical potential of the private and public sectors of the
economy in close cooperation, as a result provide a huge synergistic effect in
development.

Ukraine should also follow European trends and continue decentral-
lization reforms, transferring more and more powers from the central and
regional to the sub-regional and local levels, leaving only the functions of
control and strategic management to the central bodies. It is expedient to use
the American experience to establish better coordination between different
levels of government and further form state policy in the field of rural
development based on democratic and constructive agreements between
different levels of government.
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3. World trends in digitalization of agriculture

Regarding the global processes taking place in the world agricultural
sector, many authoritative world experts today define and reduce to a single
concept, which has received the general name Agriculture 4.0 or Farming 4.0.

The European Association of Agricultural Technology, which defines
in detail the essence of the Agriculture 4.0 concept, currently, distinguishes
two main directions of further development (Bobbio, 2002): precision
farming (Precision Farming) and digital agriculture (Digital Agriculture).

Regarding the first direction, the following definition can often be
found: "Precision agriculture is a complex agricultural management system
that includes global positioning technologies (GPS), geographic information
systems (GIS), yield monitoring technologies, variable application rate
technologies, and remote sensing technologies" (Gacar et al., 2017).

Digital agriculture actively uses intelligent networks and data
management tools. Its purpose is to use all available information and
accumulated experience to automate agricultural production processes, that
is, digital agriculture means going beyond simple access to data and creating
truly effective artificial intelligence and significant added value of such data
(Matiushko & Fishchuk, 2019, 14 June).

New high technological trends make it possible to establish clear
connections in the innovation chain of the US agricultural sector: agronomy —
new agricultural technologies — activity of the extension service or service
system — development of the latest technologies by agricultural producers
(farms) and other agribusiness subjects. At the same time, the broad possibilities
of integration through the system of public-private partnership are actively used
in the implementation of modern models of development of rural areas and, in
particular, precision agriculture and digital agriculture. Thus, issues and
problems related to management in the agricultural sector come to the fore.

In particular, Perga (2020) notes that the nationwide cooperative
system or extension service in US agriculture was created in accordance with
the Smith-Liver Act of May 8, 1914. The extension service unites various US
agricultural organizations and institutions and is a kind of basis for the
strategy of economic and environmentally sustainable functioning of
the country’s modern agricultural sector. The created extension service
system is actually the central link in solving all questions, tasks and problems
that arise in the agriculture of the United States. Over the years, this system
made it possible to form and develop a truly effective mechanism, where
basic research is clearly coordinated, scientific developments are transformed
into practical solutions, implemented into specific agricultural technologies,
tested in practice, and information about innovations and -effective
technologies used in rural areas is disseminated. economy

Studying the experience of various foreign agricultural advisory
services, in particular the American extension service, as well as the practical
application and implementation of some elements of foreign agricultural
advisory services will be extremely useful for the agro-industrial complex of

54 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5



ENTERPRISE

Ukraine, especially in the context of preparation for the active phase of a
serious digital transformation in the agricultural sector.

Today, highly integrated agro-industrial production of an intersectoral
type with a balance of all its constituent elements has been clearly and
accurately formed in the USA, in conditions of sufficiently high development
of industrial and economic ties and the necessary infrastructure. At the same
time, the mechanisms of public-private partnership, venture financing are
used together with the program-targeted stimulation of science and research
by federal and state departments, which creates a special favorable regime
for knowledge of capacious directions, which, when implemented, give a
really high result.

4. Management digitization in agriculture of Ukraine

Currently, one of the most effective means of updating any modern
management systems is their digitalization. This also applies to management
in the agricultural sector at all levels — from state institutions to small
agribusinesses, which is also subject to the digitalization process.

Shandryk (2020) singles out the following key tasks of modern
management, which are based on the development and implementation of new
technologies in the management processes of the agricultural sector of Ukraine:

a) rejection of paper documents and transition to full electronic docu-
ment circulation and transfer after thorough and high-quality reengineering
of many processes to digital form;

b) maximum reduction of the negative impact of the human factor
through the active implementation of automated decision-making techno-
logies at various levels of management;

c¢) achieving a high speed of making changes in management pro-
cesses;

d) creation of a digital ecosystem that enables citizens and businesses
to quickly and effectively interact with state bodies in a multimedia mode
using various devices;

e) continuous improvement of the processes of the digital ecosystem
based on the implementation of a feedback system regarding the degree of
user satisfaction with the quality of the services provided;

f) increasing the level of transparency of decision-making in the public
administration system through the maximum permissible disclosure of data and
the introduction of automated technologies and decision-making systems.

It is important to note that today the comprehensive large-scale
digitization of domestic agriculture is the need of the hour and the most
important condition necessary to increase its competitiveness and achieve
acceptable profitability both for the processing of agricultural products with
subsequent sale, and initially for agricultural production itself, the profi-
tability of which remains low (Bezpartochnyi & Britchenko, 2022).

During the war, the agricultural sector of Ukraine faced many new
challenges and problems. However, even under constant fire from the enemy,
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Ukrainian farmers continue to work, protecting the food security not only of
Ukraine, but also of the whole world. The Ministry of Agrarian Policy and
Food of Ukraine has launched the State Agrarian Register (SAR) to ensure
the functioning of state support for the agricultural sector and create
financing opportunities for agrarians. This tool is designed to provide assis-
tance to small and medium-sized agricultural companies, for which access to
budget support funds was complicated due to the imperfection of program
administration procedures.

The State Agrarian Register is a universal centralized platform for the
distribution of all types of state and international support. The law provides that
third parties, including international donors and banks, have access to the
register, which contributes to more efficient use of the provided resources. The
main goal of the system is to provide financial and humanitarian assistance to
farmers, providing a simple and convenient process of receiving support. In
addition, the automated system makes it possible to collect and store information
on the characteristics of agricultural producers and financial assistance for
further analysis of the effectiveness of the use of public funds.

Since the launch of SAR, farmers have had the opportunity to apply
for two state support programs for a total amount of over UAH 1.5 billion
(State Agrarian Register, 2022). This includes payments per hectare of land
and subsidies for keeping cows. Such a system allows you to track all aspects
of the farmer’s activity in one service, which greatly simplifies the process
of receiving assistance. It is important to note that the Food and Agricultural
Organization of the United Nations joined the support of Ukrainian farmers,
which together with the Ministry of Agrarian Policy and Food of Ukraine
announced a new support program.

A SWOT analysis of the State Agrarian Register shows that the crea-
tion of this system has significant advantages for the Ukrainian agricultural
sector (Negrey, 2023). Among the strengths, it is possible to highlight the
simplification of the process of obtaining support, increasing transparency
and reducing administrative costs. At the same time, there are certain threats
and opportunities that must be taken into account in order to achieve the main
goal — improving the efficiency of the use of public funds and supporting
farmers in a difficult economic situation.

To ensure the successful functioning of the State Agrarian Register
and its contribution to the stabilization of the agrarian sector in the conditions
of war, it is necessary to focus on several key aspects. First, it is important to
create a favorable environment for small and medium-sized agricultural
companies, which often face financial difficulties and logistical obstacles due
to limited access to resources. Secondly, it is necessary to integrate innovative
technologies and automate processes. This will not only reduce time spent on
administration, but also increase transparency and control over the distribution
of state aid. Automation will also help reduce the influence of the human factor
on decision-making, which can contribute to a more equitable distribution of
funds and increase trust in the system on the part of agrarians.
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In addition, it is worth considering the possibility of expanding the
functionality of SAR for integration with other national and international
support systems. This may include cooperation with international financial
organizations, which will allow to expand access to additional sources of
financing. One of the ways to develop this direction can be the creation of
partnerships with international donor organizations already working in
Ukraine to coordinate actions and avoid duplication of efforts.

It is also advisable to focus on the development of feedback
mechanisms with farmers for continuous improvement of the system. Far-
mers can provide valuable information on the use of funds and the effect-
tiveness of the support received, which will allow optimization of assistance
programs and ensure maximum cost effectiveness. In addition, the analytics
obtained on the basis of SAR data can become the basis for the development
of new support strategies focused on the actual problems of the agricultural
sector in war conditions.

The proposal is to create a more flexible system of distribution of
public funds that would allow adaptation to the changing conditions of war-
time. This can include mobile apps for quick support ticket submissions, as
well as forecasting modules for better resource planning. It is also important
to ensure uninterrupted access to the system in emergency situations, in
particular through the implementation of backup servers and distributed
cloud technologies.

In general, SAR has already demonstrated its effectiveness, but its
potential can be greatly expanded. The main goal should be the creation of
an effective, transparent and stable support system for the agricultural sector,
which would take into account the peculiarities of wartime and contribute to
the recovery of the economy of Ukraine after the end of hostilities.

Conclusions

The further digital transformation of management in the agricultural
sector of Ukraine’s economy represents a higher level of digital integration,
which will affect the most complex organizational changes in state
management structures. The results of the implementation of these tasks will
have a significant impact on the growth of profitability and competitiveness
of agricultural products, which will enable the agricultural industry to reach
modern world technological frontiers.

The analysis of the introduction of digital technologies confirms the
proposed hypothesis that their integration into the management of the
agricultural sector will increase the efficiency of management, especially in
the conditions of military challenges. New technologies, such as robotic
systems, increase agricultural productivity and contribute to the rational use
of resources. They help manufacturers ensure reliable monitoring and
management of natural resources, improve control over processing, distribu-
tion and storage of raw materials. This can lead to optimization of labor costs,
reduction of prices and improvement of food safety.
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Thanks to transparency, accessibility and optimization of processes,
the implementation of digital solutions in the agricultural industry will really
increase the efficiency of management. This is especially important in the
context of modern security challenges, where the speed and accuracy of
decision-making become critically important.

Prospects for further research include the development of new data
analysis methods for yield forecasting, logistics optimization, and the use of
artificial intelligence to automate resource management processes. It is also
important to study the impact of digital technologies on the environmental
sustainability of agriculture and develop strategies to minimize the negative
impact on the environment. This will make it possible not only to achieve
economic goals, but also to ensure environmental responsibility of the
agricultural sector.
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COMPONENT STRUCTURE OF
ECONOMIC SECURITY OF AN
AGRICULTURAL ENTERPRISE

The article examines the component struc-
ture of economic security of an agricultural
enterprise. The main components of economic
security and their interrelation are analyzed.
The peculiarities of ensuring economic security
in the agricultural sector are revealed. A
comprehensive approach to the formation of the
economic security system of an agricultural
enterprise is proposed, taking into account the
specifics of the industry. The necessity of integ-
rating various security components to achieve
sustainable development of agricultural enter-
prises is substantiated. The research hypothesis
is that an effective economic security system of
an agricultural enterprise should be based on
the integration of various security components,
considering their interconnection and mutual
influence. The methodological basis of the
research is a systematic approach, methods of
analysis and synthesis, comparison, and gene-
ralization. Based on the analysis of scientific
sources and considering industry specifics, a
component structure of economic security for
agricultural enterprises is proposed, which
includes financial, production and technologi-
cal, market, personnel, innovatve investment,
environmental, and information security. The
necessity of a comprehensive approach to for-
ming the economic security system of an
agricultural enterprise is substantiated, taking
into account the interconnection and mutual
influence of its components. The proposed
approach allows for a systematic assessment of
the economic security level and the development
of strategies for its provision in agricultural
enterprises. It can be used in forming a monito-
ring system for economic security and making
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KOMIIOHEHTHA CTPYKTYPA
EKOHOMIYHOI BES3IEKHU
ATPAPHOT'O IIIAINPUMEMCTBA

Exonomiuna 6esnexa azpapnux nionpuemcme
sidiepace Koyo8y posb y 3a0e3neuenti npoooeoib-
4ol be3nexu Kpainu ma cmanozo po3eumKy CiibCo-
Kux mepumopitl. B ymosax spocmanms enobanvrux
BUKNIUKIB, KALMAMUYHUX 3MIH | 3020CMPEHHS KOH-
KYpeHYii Ha agponpooo8obYUX PUHKAX AKIMYAli-
3YEMbCS HEOOXIOHICID KOMALEKCHO20 O0CTIONCEH-
Hsl KOMNOHEHMHOI CIMPYKMYpU eKOHOMIUHOI be3ne-
Ku azpapuux nionpuemcms. Cneyugbixa azpapHoeo
BUPOOHUYMBA, 30KPEMA 3ANIeHCHICIb 8i0 NPUPOO-
HO-KNIMAMUYHUX YMOGB, CE30HHICMb, MPUGANUL
BUPOOHUYULL YUK, BUKOPUCTAHHS 3eMli K OCHO6-
HO20 3aco0y GUPOOHUYMEA, 3YMOGIIOE 0CODIU-
60cmi GhopMy6arHHsL cucmeMu eKOHOMIYHOT be3ne-
Ku 6 yvomy cexmopi. I'inomesa O00CHiOJCeHHs.
NONIA2AE 8 MOMY, WO eheKMUBHA CUCIEMA eKOHO-
MIYHOI be3neKu aspapHozo NIONPUEMCMEA MAe
basysamucs Ha iHmMespayii PisHUX KOMIOHEHMI8
be3neku 3 Ypaxy8awHAM iX 63AEMO38’A3KY md
83aemosnaugy. Memooonoziunoio ocHoBoI0 doCi-
OJ#CeHHs € CUCMeMHULL NIOXI0, Memoou aHarizy ma
cunmesy, NOpiGHAHHA, y3azanvHenHs. Ha ocHoei
aHAanizy HAYKOBUX Odiceper i 3 021A0Y HA 2any3e8y
cneyu@iKy 3anponoHO8aHO KOMNOHEHMHY CIPYK-
mypy eKOHOMIUHOI 6e3neKu azpapHozo nionpu-
EMcmea, AKa micmums QiHAHCO8Y, SUPOOHUUO-
MEXHONIO2IUHY, DUHKOBY, KAOpPOSYy, IHHOBAYIIHO-
iHBecmuyiliny, ekonociuny U inghopmayiliny besne-
Ky. OOIpyHmMoBano HeoOXiOHiCmb KOMNIEKCHO20
nioxody 00 ¢opmyBaHHsA cucmemiu eKOHOMIYHOL
besnexu azpapHozo niONpuUEMcmea 3 ypaxyeaHHsIM
63AEMO38 A3KY | 83AEMOBNIUBY il CKIA008uUX. 3anpo-
NOHOBAHUI NIOXIO OAE 3MO2Y CUCEMHO OYiHIO8amu
pigenv  exoHoMiunoi Oesneku ma po3pooramu
emcmeax. Bin mooice Oymu euxopucmanuti npu
Gopmyeanti cucmemu MOHIMOPUHSY eKOHOMIYHOT

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 5



ENTERPRISE

management decisions to improve it. The
research results create a theoretical foundation
for developing a methodology for integrated
assessment of the economic security level of an
agricultural enterprise and forming an organi-
zational and economic mechanism for its provi-
sion in modern economic conditions, which
defines prospects for further research in this
direction.

Keywords: economic security, agricultural
enterprise, component structure, financial secu-
rity, personnel security, production security.
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Typa, (iHaHcoBa Oe3meka, KajpoBa Oesmeka,

BUpOOHHYA Oe3rieKa.

JEL Classification: Q10, Q14, O13.

Introduction

Economic security of agricultural enterprises plays a key role in ensuring
food security of the country and sustainable development of rural areas. In the
conditions of globalization and growing competition in agro-food markets, the
issue of providing food security is becoming especially urgent. The complex
nature of threats and challenges faced by modern agricultural enterprises
necessitates the study of the component structure of their economic security and
the development of effective mechanisms for ensuring it.

The component structure study of the economic security of
agricultural enterprises is closely related to important scientific and practical
tasks, in particular: the development of strategies to increase the compe-
titiveness of the agricultural sector of the economy; ensuring sustainable
development of rural areas; improvement of state support mechanisms for
agricultural enterprises; adaptation of the agricultural sector to climate
changes and environmental challenges; digital transformation of agriculture.

Solving these tasks requires a comprehensive approach to the
formation of the economic security system, taking into account modern
trends in the development of the industry and global challenges.

The theoretical foundations of economic security were considered in
their works by such scientists as O. Aref’eva, V. Geets, M. Yermoshenko,
S. Ilyashenko, G. Kozachenko, V. Muntiyan and others (Kozahchenko et al.,
2003). Features of the economic security of agricultural enterprises were
studied by V. Andriychuk, O. Vlasyuk, M. Malik, P. Sabluk, V. Tkachuk
(Tkachuk & Yaremova, 2019) and other scientists.

Despite a significant number of publications, the question of the
economic security component structure requires further research in view of
the dynamism of the external environment and the specifics of agricultural
production. Scientists such as Joshua and Rudnichenko (2023) made a
significant contribution to the study of this problem, who analyzed
approaches to the essential content of the category "economic security of the
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enterprise”; Kovalska et al. (2023), who studied the essence, structure and
mechanism of ensuring the economic security of the enterprise; Lezina (2024),
who studied the genesis of the development of the definition "economic security
of the enterprise"; Prokhorova et al. (2022), who analyzed the economic security
of Ukrainian enterprises in conditions of destabilizing development; Fenii
(2024), who studied influencing factors on the formation of economic security
of processing enterprises of Ukraine; Namliiev and Kacicka (2022), who
investigated the current problems of regulating the economic activity of
enterprises and the development of the anti-crisis management system in market
conditions.

The aim of the article is to substantiate the economic security compo-
nent structure of an agricultural enterprise and to develop a comprehensive
approach to its formation, taking into account the specifics of the industry.

To achieve the aim, the following tasks have been defined:

« to analyze the available approaches to determining the components of
economic security of the enterprise;

« identify the features of ensuring economic security in the agricultural
sector;

« to substantiate the component structure of the economic security of an
agricultural enterprise.

In the course of the research, the hypothesis is tested that an effective
system of economic security of an agricultural enterprise should be based on
the integration of various security components, taking into account their
interrelationship and mutual influence.

The methodological basis of the research is a systematic approach,
methods of analysis and synthesis, comparison, generalization. Scientific
publications of domestic and foreign scientists, statistical data, results of the
author’s own research served as the information base.

The structure of the article includes an introduction, three main sections,
conclusions and a reference. The first chapter deals with the theoretical aspects
of the economic security of the enterprise. The second is devoted to the analysis
of the features of the economic security of agricultural enterprises. The third
section substantiates the component structure of the economic security of the
agricultural enterprise and suggests directions for its improvement.

1. Theoretical aspects of economic security of the enterprise

Economic security of an enterprise is a complex multifaceted category
that reflects the ability of a business entity to function effectively and develop
under the influence of various threats and risks. In the scientific literature,
there are different approaches to defining the essence of economic security
and its components.
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Thus, Ilyashenko (2016, p. 12) considers economic security of an
enterprise as a state of effective use of resources and available market
opportunities, which makes it possible to prevent internal and external threats
and ensure long-term survival and sustainable development in the market in
accordance with the chosen mission.

Kozachenko et al. (2003) interpret economic security of an enterprise
as a measure of harmonization in time and space of the economic interests of
the enterprise with the interests of the external environment entities
connected with it, operating outside the enterprise.

In their works, Prokhorov et al. (2022, p. 36) consider economic
security of an enterprise as an adaptive system that differs from the traditional
one in its ability to take into account destabilizing factors, prevent the
negative impact of internal and external environmental factors, as well as
change and self-learn. The authors believe that a complete enterprise security
system should have such properties as emergency, determinism and
implementation of co-evolution processes.

Joshua and Rudnichenko (2023, p. 50) understand economic security
of an enterprise as a complex characteristic that reflects a state that contri-
butes to the stable and maximally effective functioning and development of
the enterprise, increases its competitiveness, is characterized by security and
helps to reduce the negative impact of internal and external threats on the
potential of the enterprise in conditions of global challenges and ensures the
achievement of strategic business goals.

Kovalska et al. (2023, p. 129) define economic security of an enterprise
as a complex concept that reflects the totality of various aspects of the
enterprise’s activity and its ability to resist and protect itself from destabilizing
factors of the internal and external environment, while ensuring the
sustainability of economic development through the effective use of existing and
potential resources.

Lezina (2024, p. 105) characterizes economic security as "a state of
protection from threats, a state of effective use of resources, the ability to
operate stably, the presence of competitive advantages and the ability to
achieve goals".

For his part, Fenii (2024, p. 233) analyzed the factors affecting the
formation of economic security of processing enterprises of Ukraine. The
scientist identifies the size of the enterprise, its attractiveness for investors
and raiders, the institutional environment and the variability of the external
environment as factors influencing on economic security of an enterprise.

Economic risks require management decisions to be made for the
formation of the company’s development strategy, which, according to the
authors of Namliiev and Kacicka (2022, p. 6), "makes it necessary to develop
adequate methods and techniques of regulation in crisis periods of the
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functioning of the market economy, which are fundamental to the creation of
an effective system anti-crisis management, which ensures the economic
security of these subjects in the process of ensuring the reproduction and
satisfaction of public needs".

The analysis of the theoretical base makes it possible to distinguish
the following main approaches to the structuring of economic security of an
enterprise:

functional, which provides for the allocation of functional components
of security (financial, personnel, technical and technological, legal, infor-
mational, etc.);

resource, which is based on ensuring the efficient use of the
company’s resources;

protective, focusing on protection against threats;

harmonization, which considers economic security as a measure of
coordination of the interests of the enterprise with the interests of the subjects
of the external environment.

The most common is the functional approach, according to which
seven main components of economic security of an enterprise are
distinguished (Figure 1).

intellectual and
human resources

Economic
security

of the
enterprise

technical and

ecological technological

political and legal

Figure 1. Components of economic security of the enterprise

Source: compiled by the author based on (Ilyashenko, 2016; Kozachenko & Ponomaryev, 2015).

Each of these components is characterized by its own content, a set
of functional criteria and methods of provision (Table 1).
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Table 1

Characteristics of the functional components of economic security

of the enterprise

Composite

Content

Functional criteria

Financial

Achieving the most efficient use
of corporate resources

Level of financial stability, solvency,
business activity

Intellectual and
HR

Preservation and development of the
intellectual potential of the enterprise

Indicators of personnel qualification,
staff turnover, labor productivity

Technical and
technological

The degree of compliance of the applied
technologies with modern global analogues

The level of progressiveness
of technologies, competitiveness
of products

Political and
legal

Comprehensive legal support of the
enterprise

Compliance with current legislation,
level of legal protection

Effective information and analytical

Completeness, accuracy, timeliness

Informational . . .
! support of activities of information
Compliance with environmental standards, .
. S . The level of pollutant emissions,
Ecological minimization of losses from environmental . . .
. environmental friendliness of products
pollution
. . Reliability of th it t
Ensuring physical safety of employees, ¢ 1ab1.1 y oTthe sceurtty system,
Power protection against criminal

preservation of property

encroachments

Source: compiled by the author based on (Ilyashenko, 2016; Kozachenko & Ponomaryev, 2015).

It is important to note that all components of economic security are
closely interrelated and mutually dependent. Therefore, providing economic
security of an enterprise requires a comprehensive approach and taking into
account the specifics of the industry.

2. Features of economic security of agricultural enterprises

The agricultural sector has a number of features that significantly affect
the economic security of enterprises in the sector. Among the main specific
features of agricultural production, which must be taken into account when
forming a system of economic security, it is possible to highlight:

* dependence on natural and climatic conditions, which increases
production risks;

* seasonality of production, which affects the unevenness of income
during the year;

* a long production cycle, which slows down capital turnover;

* use of land as the main means of production;

» work with living organisms (plants, animals), which requires special
approaches to the organization of production processes;

* high capital intensity of production with low capital return;

» price disparity for industrial and agricultural products;

* dependence on state support of the industry.

The specified features determine the specificity of threats to the
economic security of agricultural enterprises and directions of its provision.
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Thus, Tkachuk (2019) identifies the following main threats to the economic
security of agricultural enterprises:

natural and climatic (droughts, floods, hail, etc.);

production and technological (low level of technical equipment, non-
compliance with production technologies);

market (price fluctuations, imperfection of agricultural market
infrastructure);

financial (limited access to credit resources, high interest rates);

personnel (outflow of qualified personnel from rural areas);

institutional (imperfect regulatory and legal support of the agricultural
sector).

However, in the conditions of a full-scale invasion that began in 2022,
the list of threats to the economic security of agricultural enterprises has
significantly expanded. New threats related to military actions have been
added to the traditional threats:

* physical destruction or damage to production facilities, infrastructure
and crops as a result of these actions;

* loss of access to land resources due to occupation of territories or
mining of fields;

* violation of logistics chains of supply of resources and sales
of products, especially export routes;

* loss of personnel potential due to the mobilization of workers or their
forced migration;

» restriction of access to financial resources and investments due to
increased risks of doing business in war conditions;

» the increase in production costs due to the increase in the price of fuel
and lubricants, fertilizers, and plant protection products;

* a decrease in demand in the domestic market due to a drop in the
purchasing power of the population;

» risks of raiding of enterprises in conditions of an unstable security
situation;

* cyber attacks on information systems of enterprises and objects of
critical infrastructure of the agricultural sector.

Taking into account the specified features, the economic security
system of an enterprise should be aimed at:

» minimization of the influence of natural and climatic risks;

* provision of technological modernization of production;

« diversification of production and sales markets;

« increasing financial stability and solvency;

« formation of an effective personnel policy;

* development of innovative activity;

« greening of production;

« strengthening of physical and informational security of the enterprise;

« adaptation of business processes to the conditions of martial law and
development of post-war recovery strategies.
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In view of the above, the economic security system should be oriented
towards minimizing the impact of natural and climatic risks, ensuring techno-
logical modernization of production, diversification of production and sales
markets, increasing financial stability and solvency, forming an effective
personnel policy, developing innovative activities, greening production,
strengthening physical and information security of the enterprise, as well as
adaptation of business processes to the conditions of martial law and
development of post-war recovery strategies.

3. Component structure of the economic security of an
agricultural enterprise

Based on the analysis of scientific sources and taking into account the

specifics of the industry, we propose to highlight the following main
components of economic security of an agricultural enterprise (Figure 2).

production
informative and
ﬁ technological

Economic
security of the
@ enterprise
ecological

innovation and
investment

personnel

Figure 2. Components of economic security of an agricultural enterprise

Source: compiled by the author based on (Ilyashenko, 2016; Kozachenko & Ponomaryev, 2015).

Let’s consider in more detail the content and features of each component.
3.1. Financial security

Financial security is a key component of economic security of an
agricultural enterprise, as it ensures its financial stability, solvency and
development potential. Features of ensuring the financial security of agri-
cultural enterprises are related to the seasonality of production, a long pro-
duction cycle, high capital intensity and dependence on external financing.
The need to take financial security indicators into account is due to their key
role in ensuring the stable functioning and development of an agricultural
enterprise. A comprehensive analysis of these indicators enables:

« to assess the ability of the enterprise to fulfill its financial obligations
and to resist financial risks (liquidity and solvency indicators);
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o determine the level of financial independence and stability of the
enterprise (financial stability indicators);

« analyze the efficiency of resource use and management of assets and
liabilities (indicators of business activity);

« evaluate the profitability of the activity and the efficiency of
the enterprise’s management (activity performance indicators).

Monitoring of these indicators, the characteristics of which are given
in the Table 2, makes it possible to identify financial threats in a timely
manner and to develop measures to neutralize them, which is critically
important for ensuring the economic security of an agricultural enterprise.

Table 2

Indicator characteristics of financial security of an enterprise

Indicator

| Calculation

| Interpretation

Liquidity and solvency indicators

Current liquidity ratio

Current assets
Current liabilities

1.5-2.5 is optimal. Shows the ability to
repay short-term obligations

Current assets - Stocks

0.7-1.0 is optimal. Reflects the ability

Quick liquidity ratio R to repay short-term obligations at the
Current liabilities expense of the most liquid assets
Lo 0.2-0.35 is optimal. Shows the share of
f;t)isoolute liquidity Fu—nds short-term liabilities that can be repaid
Current liabilities immediately
Indicators of financial stability
. . . > (.5 is considered good. Shows the
Cocfficient of w share of own funds in the total amount
autonomy Total assets

of assets

Financial leverage
ratio

Long - term liabilities

Equity capital

< 1.0 is considered optimal. Reflects the
ratio of borrowed and own funds

Coefficient of
provision of own
working capital

Equity capital - Non - current assets

Current assets

> 0.1 is considered normal. Shows the
share of own working capital in the
structure of current assets

Indicators of business activity

Asset turnover
ratio

Sales revenue

Average annual asset value

A higher value indicates more efficient
use of assets

Accounts
receivable turnover
ratio

Sales revenue

Average annual accounts receivable

A higher value indicates more efficient
work with debtors

Accounts Payable
Turnover Ratio

Cost of goods sold

Average annual accounts receivableb

A higher value indicates faster
repayment of debts to creditors

Performance indicators of ac

tivity

Return on assets
(ROA)

Net income

- 100%
Average cost of assets

A higher value indicates a more
efficient use of assets

Return on equity
(ROE)

Net income
- 100%

Average cost of equity capital

A higher value indicates a more
efficient use of equity capital

Return on sales
(ROS)

Net income
—— - 100%
Sales revenue

A higher value indicates a more
effective pricing policy and cost control

Source: compiled by the author based on (Ilyashenko, 2016; Tkachuk, 2019).
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A high level of financial security ensures the stability of the enter-
prise’s functioning, its ability to withstand financial risks and attract invest-
ments.

3.2. Production and technological safety

Production and technological safety reflects the ability of an
agricultural enterprise to ensure the efficiency of production processes, high
quality of products and competitiveness on the market. The key aspects of
ensuring production and technological safety are:

* optimization of the structure of sown areas and crop rotation;

* introduction of advanced technologies for growing agricultural crops
and keeping animals;

* technical re-equipment of production;

* provision of high quality seed and breeding material;

» compliance with agrotechnological requirements and veterinary and
sanitary standards.

The main indicators of production and technological safety of the
enterprise are presented in the 7able 3.

Table 3
Indicator characteristics of production and technological safety of an enterprise
Indicator Calculation Interpretation
Revenue A higher value indicates more efficient
Fund return -
Average annual cost of fixed assets use of fixed assets
The rate of

renewal of fixed
assets

The cost of commissioning new fixed ass

The cost of fixed assets at the end of the pe

A higher value indicates more active
updating of the technological base

2‘:5:;? ;’?;le(zin The amount of depreciation of fixed assets | A lower value indicates a better

assets Initial cost of fixed assets technical condition of fixed assets
. The volume of the harvested crop L

Crop yield Compared with industry averages

Sowing area

Productivity of
animals

The volume of livestock production

Livestock

It is compared with normative and
industry average indicators

Gross income
per 1 ha of
agricultural land

Gross income

The area of agricultural land

A higher value indicates a more
efficient use of land resources

Net income per
1 ha of arable
land

Net profit
Arable land

A higher value indicates a higher
efficiency of crop production

Profit per 1 ha
of crops of a
separate culture

Profit from growing cropsu

Crop area

It makes it possible to evaluate the
efficiency of growing certain crops

Energy intensity

The volume of consumed energy resources

A lower value indicates higher energy

of production Volume of produced products efficiency of production

Mater}al Material costs A lower value indicates a more efficient
capacity of Cost of factured product use of material resources

products ost of manufactured products

Source: compiled by the author based on (Tkachuk, 2019; Ilyashenko, 2016).
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High production and technological safety enables the enterprise to
effectively use resources, maintain product competitiveness and adapt to
changes in technologies and production conditions.

3.3. Market security

Market security of an agricultural enterprise characterizes its ability to
function effectively in a competitive environment, to adapt to changes in the
market situation and to ensure a stable position on the market. Features of the
market security of agricultural enterprises are related to the high volatility of
prices for agricultural products, seasonality of demand, imperfection of the
infrastructure of the agricultural market. The main indicators of the market
security of the enterprise are described in the Table 4.

Table 4
Indicator characteristics of market security of an enterprise
Indicator Calculation Interpretation
Market share Enterprise sales volume - 100% A larger shar.e usually means a higher
Total market volume market security
Herfindahl-
Hirschman Y(sales share of each type of product)z <1500 indicates high diversification,
Index (HHI)
> 2500 — low
for sales
diversification
Profitability Net profit 0 A higher value indicates a better
of sales Revenue from sale 100% pricing policy and sales efficiency

Source: compiled by the author.

The main areas of ensuring market security:
» diversification of production and sales markets;
 formation of an effective marketing strategy;
* creation of own brand.
A high level of market security ensures income stability, the possibility
of expanding activities and strengthening market positions.

3.4. Personnel security

Personnel security of an agricultural enterprise is aimed at the
formation, preservation and development of personnel potential, ensuring
social protection of employees. The peculiarities of personnel security in the
agricultural sector are related to the seasonality of employment, the outflow
of qualified personnel from rural areas, and the low level of wages.

The main directions of ensuring personnel security:

« formation of an effective personnel motivation system;

« creation of favorable working conditions;

* provision of opportunities for professional development and career
growth;
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* development of corporate culture;

* social protection of employees.

The main indicators of personnel security of the enterprise are
presented in the Table 5.

Table 5
Indicator characteristics of personnel security of an enterprise

Indicators Calculation Interpretation
Labor Revenue A higher value indicates a more
productivity The average number of employees efficient use of labor resources
Staff turnover The number of dismissed employees - 100% < 5% —low, 5-10% — normal,
rate Average roster number ® | > 10% — high turnover
CoefﬁC} ent of The number of trained employees A higher value indicates greater
professional Total b f 1 ~100% attention to staff development
development otal number of employees p

Source: compiled by the author.

High personnel security contributes to increasing labor efficiency,
reducing risks associated with the human factor, and creating a stable team.

3.5. Innovation and investment security

Innovation and investment security reflects the ability of an agri-
cultural enterprise to provide innovative development and effective invest-
ment. In the conditions of intensifying competition and the need for
technological modernization of agricultural production, the importance of
this component of economic security is increasing.

The main directions of ensuring innovation and investment security:

* use of precision farming methods;
* investment in infrastructure development;

* cooperation with research institutions.

implementation of innovative production technologies;

The calculation of indicators of innovation and investment security of
the enterprise is given in the Table 6.

Table 6
Indicator characteristics of innovation and investment security of an enterprise
Indicators Calculation Interpretation
onOif:Ifx?(f\l/zItlitve Innovation costs - 100% A higher value indicates greater
activity General costs 0 innovative activity
Profit from investments - . L
ROI (Return (Profit from investments A positive value indicates a return

on Investment)

Cost of investments)
Cost of investments

-100%

on investment

Product
renewal rate

Volume of new products

. 0,
Total volume of production 00%

A higher value indicates a more active
implementation of innovations

Source: compiled by the author.
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A high level of innovation and investment security ensures the long-
term competitiveness of the enterprise, its ability to adapt to changes in
technologies and market conditions.

3.6. Environmental safety

Environmental safety of an agricultural enterprise is aimed at
minimizing the negative impact of production activities on the environment
and ensuring the production of environmentally friendly products. It is
especially relevant in the context of global climate changes and increased
environmental requirements for agricultural production.

The main areas of ensuring environmental safety:

* introduction of environmentally safe production technologies;
* rational use of land and water resources;

* reduction of greenhouse gas emissions;

» disposal of production waste;

* production of organic products.

The main indicators of environmental safety of an enterprise are
presented in the Table 7.

Table 7
Characteristics of environmental safety indicators of an enterprise
Indicators Calculation Interpretation
Z?:V;;Zfﬁment Volume of disposed waste 100% A higher value indicates a better
utilization The total amount of waste ’ environmental policy
Energy intensity Energy expenditure A lower value indicates more energy-
of production Volume of produced products efficient production
rseosltloizgg::y The area of reclaimed land - 100% A higher value indicates more active
coefficient Total land area 0 measures to support fertility

Source: compiled by the author.

The analysis of the above indicators makes it possible to assess the
effectiveness of the environmental policy of the agricultural enterprise and to
identify potential directions for its improvement. It is important to note that
ensuring environmental safety not only contributes to the preservation of the
environment, but can also become a source of competitive advantages for the
enterprise. In particular, the introduction of energy-efficient technologies
makes it possible to reduce production costs, and the production of organic
products — to enter new, premium market segments.

At the same time, ensuring environmental safety often requires
significant investments, which can be burdensome for small and medium-
sized agricultural enterprises. Therefore, it is important to find a balance
between ecological requirements and economic efficiency, as well as to
develop state programs to support the greening of agricultural production.
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3.7. Information security

Information security of an agricultural enterprise involves the
protection of information resources, commercial secrets and the provision of
effective information and analytical support for management decision-
making. In the conditions of digitization of the agricultural sector, the role of
information security is growing.

The main areas of ensuring information security:

» implementation of modern management information systems;
* protection of commercial secrets and intellectual property;

* ensuring cyber security;

* development of the external environment monitoring system;
* increasing the information literacy of the staff.

The main indicators of information security of the enterprise are listed
in Table 8.

Table 8
Characteristics of information security indicators of an enterprise
Indicators Calculation Interpretation |
Information Number of protected information assets 0 A higher value indicates
security factor Total number of information assets 100% better information protection.
Frequency Number of successful cyber attacks A lower value indicates
of cyber -100% .
Total number of attempted attacks better cyber security
attacks
Investment IT security costs A higher value indicates
ratio in IT — - 100% greater attention to
security General IT costs information security

Source: compiled by the author.

A high level of information security protects the enterprise from the
leakage of confidential information, ensures the stability of business
processes and reduces the risks of financial losses from cyber attacks.

The proposed component structure of the economic security of the
agricultural enterprise enables a comprehensive approach to the formation of
the system of its support, taking into account the specifics of the industry. It is
important to note that all components are closely interconnected and inter-
dependent. Therefore, in order to achieve a high level of economic security, it
1s necessary to ensure the balanced development of all its components.

Conclusions

The economic security of an agricultural enterprise is a complex
multicomponent system that reflects the ability of a business entity to function
effectively and develop under the influence of various threats and risks.

The specificity of agricultural production (dependence on natural and
climatic conditions, seasonality, long production cycle, use of land as the
main means of production, etc.) determines the peculiarities of the formation
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of the system of economic security of agricultural enterprises, which
confirms the need to take into account the specifics of the industry when
developing mechanisms for ensuring economic security.

The conducted analysis of the theoretical base enabled the author to
identify the main approaches to the structuring of the economic security of the
enterprise, among which the functional approach is the most common. According
to this approach, the following main components of economic security are
distinguished, such as financial, intellectual and personnel, technical and
technological, political and legal, informational, ecological and force.

Based on the analysis, the author proposed a component structure of the
economic security of an agricultural enterprise, which includes financial,
production-technological, market, personnel, innovation-investment, environ-
mental and informational components. Such structure confirms the proposed
hypothesis about the need to integrate various security components to
achieve sustainable development of agricultural enterprises.

The analysis of the relationships between the components of economic
security demonstrates their close interdependence, which emphasizes the
importance of a comprehensive approach to the formation of the economic
security system. The results of the research indicate that in order to achieve
a high level of economic security of an agricultural enterprise, it is necessary
to ensure the balanced development of all its components, taking into account
their mutual influence, which also confirms the proposed hypothesis.

The proposed approach to the structuring of the economic security of
an agricultural enterprise creates a basis for the development of effective
strategies for ensuring economic security and the formation of an appropriate
monitoring system.

Prospects for further research are related to the development of a
method of integral assessment of the level of economic security of an
agricultural enterprise and the formation of an organizational and economic
mechanism for its provision.

The proposed approach to the structuring of the economic security of an
agricultural enterprise can be used in the development of a strategy for ensuring
economic security and the formation of an appropriate monitoring system.
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META ADS DIGITAL
ADVERTISING IN SOCIAL
NETWORKS

A progressive tool for achieving the
marketing goals of retail enterprises in digital
advertising in social networks, taking into
account the current situation in Ukraine, is Meta
Ads. Advanced targeting parameters based on
demographics, interests and own audience make
Meta Ads a powerful tool for digital advertising
professionals, allowing them to reach a wide
audience with targeted messages. The study was
conducted using the following methods: data
analysis, synthesis and logical generalization of
results; systemic, structural and statistical
analysis with the use of graphical methods. The
main sources of information are scientific
papers, the results of marketing research, expert
blogs in the field of digital advertising, and
official statistical information from Internet
resources. In the article there were considered
the functions of generative artificial intelligence
in Meta Ads, such as image enhancement,
background generation, and ad text variations,
which can reduce the time required to create
advertising materials. Advantage+ tools that
automate the process of creating advertising
campaigns and targeting have been analysed, in
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[IN$POBA PEKIJIAMA
META ADS ¥ COLIAJIBHUX
MEPEXAX

Tpozcpecugnum incmpymeHmom 0t O0CsHeH-
H5l MAPKeMuH208Ux yiel nionpuemcms po3opio-
HOI mopeieni 6 yugpposiil peknami 8 CoYianbHux
mepedicax, 3 Yypaxy8aHHAM NOMOYHOI cumyayii 8
Yxpaiui, ¢ Meta Ads. Poswwupeni napamempu
HAYIMIOBAHHA HA OCHOBI 0eMocpagiiyHux noxas-
HUKI8, IHmepecié i e1acHoi ayoumopii pobumo
Meta Ads nomyscrum incmpymenmom 05 cneyia-
Jicmig 3 yughposoi pexnamu, 003605104 U OXONUMU
WUPOKY ayOumopilo ULIAXoM Yinbo8UX NO8I0OM-
JieHs. J{ocniosceHHs npoeedeHo i3 3acmoCcy8aHHAM
Memooi6. aHanizy OAHUX, CUHME3y Ma J02IYHO20
V3A2aNbHEHHA  Pe3ybmamis, CUCMEMHO-CIPYK-
MYPHO20 Ma CMAMUCTIUYHO20 AHANI3ZY, 4 MAKOJIC
epagiunux memoodis. OCHosHUMU  Odicepenamu
iHgopmayii € HayKkosi npayi, pe3yIbmamu MapKe-
MUH208UX QOCTIOJNCEHD, eKCNEPMHI O102U Y 2ay3i
yugposoi pexiamu ma oiyitina cmamucmuyHa
ingpopmayis 3 inmepHem-pecypcie. Pozensnymo
QDyHKYIT 2eHepamuHo20 WMy4HO20 iHmeneKkmy 6
Meta Ads, maki sx po3uwupenHs 300padicems,
2enepysantsi oy ma eapiayii mexcmie 020710~
WieHb, Wo 0ae 3MO2y CKOPOMUmMY 4ac Ha Cmeo-
penHsi peknamuux mamepianis. llpoananizoeano
incmpymenmu Advantage+, sKi agmomamu3zyoms
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particular Advantage+ Shopping Campaigns
and Advantage+ Creative. The development
trends of Meta Ads in the Ukrainian market,
which will affect the results and efficiency of
work with digital advertising, are substantiated.
It was determined that the use of existing
artificial intelligence technologies will allow
enterprises to better find the target audience and
work with advertisements.

Keywords: advertising, digital marketing,
digital advertising, social networks, Facebook,
Instagram, Meta Ads, artificial intelligence,
Advantage+.

npoyec CMEOPeHHs PEeKNAMHUX —KAMNAHl 1
mapeemunzy, 30kpema Advantage+ Shopping
Campaigns ma Advantage+ Creative. O6rpyH-
moearo meHOenyii poseumky Meta Ads na yx-
PpaiHcekomy puHKy, wo Oyoymv enausamu Ha
pe3yibmamu ma eQekmugHicms pooomu 3 yug-
POB0I0 pexnamoro. Buznaueno, wo suxopucmanns
HAAGHUX ~ MEXHONO02IU — WIMYYHO2O — IHMENIeKmY
003801UMb NIONPUEMCIMBAM Kpauje 3HAX0O0umu
Yinbosy ayoumopilo ma npayloeamu 3 pexiam-
HUMU 020JIOULEHHSIMU.

Kniouogi crnoesa: pexnama, undppoBuid Map-
KeTUHT, nu(poBa pexiaMa, COIiaabHI MEpexi,
Facebook, Instagram, Meta Ads, mTy4nuii
iHTeNeKT, Advantage+.

JEL Classification: M31, M37.

Introduction

Social networks are an important channel for the distribution of digital
advertising to increase brand awareness, attract new audiences, increase
sales, and increase profits. The leading social platforms in the world and in
Ukraine are currently Facebook and Instagram, owned by Meta. Meta Ads, a
universal advertising tool, is used to create and publish digital ads on these
platforms.

Meta Ads in Ukraine is a relevant tool for achieving the business goals
of retail trade enterprises (RTEs) in digital advertising in the war and post-
war periods. It offers advanced targeting options that allow advertisers to find
target audiences based on demographics, interests, own audience, artificial
intelligence, locations, and placement platforms. This makes Meta Ads a
powerful tool for digital advertising professionals, allowing them to reach
large audiences through targeted messaging. This is especially relevant in
times of war, when Ukrainian enterprises need to focus on the most effective
digital channels for promoting their products in order to optimize costs and
maximize profits.

The results of the analysis of the latest research and publications indicate
active research in the direction of digital marketing (DM), artificial intelligen-
ce (Al) and advertising technologies by both domestic and foreign scientists. In
particular, a significant contribution to the research of contextual and targeted
advertising was made by Yarmoliuk et al. (2022), who highlighted the
theoretical and methodological aspects of using targeted advertising in Internet
marketing. Parfeniuk (2024) reviewed the ethical challenges and threats
associated with personalized advertising in social networks, which is an
important area of research in the context of user data protection.

Chernysh and Salimon (2023) emphasized contextual advertising as
an important tool of Internet marketing, which helps to increase sales and
increase brand recognition. Voloboiev (2024) explored innovative adver-
tising tools based on artificial intelligence, which open up new opportunities
for the automation of advertising campaigns.
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An in-depth study of digital technologies in marketing by Pascucci
et al. (2023), as well as the analysis of analytical and Al technologies by
I. Ponomarenko and D. Ponomarenko (2024), point to global trends in the
digital transformation of advertising and marketing, in particular the use of
data and automation to increase the effectiveness of advertising campaigns.
The actualization of the digital advertising market in social networks, the
study of advantages and disadvantages, and the study of prospects for the
development of Meta Ads digital advertising tools require further research.

The purpose of the article is to evaluate the tool of digital advertising
in social networks Meta Ads and determine the prospects for the development
of its application for retail trade enterprises.

The conducted research is based on the hypothesis that the widespread
and effective use of the digital advertising tool in social networks Meta Ads
will contribute to the recovery and scaling of business activities of RTE in
Ukraine in the war and post-war periods.

The scientific works that highlight the issue of DM, in particular,
advertising in social networks, the results of marketing research, expert
articles of specialists on digital advertising in online publications, statistical
data became the information base of the study.

The research used methods of data analysis, synthesis and logical
generalization of the results — a step-by-step plan for creating and placing
advertising in Meta Ads was summarized, as well as ways to optimize it;
statistical methods and methods of graphical representation are applied,
demonstrating the state of use of digital advertising in social networks in the
world and the possibilities of its development in Ukraine.

In the main part of the article, an overview of the world market of
advertising in social networks was carried out and trends affecting its growth
were identified: digital transformation based on the development of digital
technologies, orientation on historical data and analytics. The advantages of
digital advertising in social networks using the advertising tool Meta Ads
have been revealed: a wide selection and setting of the audience; variety of
formats and places of advertising; extended functionality for retail trade.
Taking into account the change in consumer behavior and the spread of
technological innovations, the use of artificial intelligence (AI) and machine
learning for digital solutions in Meta Ads is justified, in particular, generative
Al functions for ads and Advantage+ Al tools. The functions of generative
Al in Meta Ads include image expansion, background generation and ad text
variations, which allows you to reduce the time for creating advertising
materials. The functionality of Al tools of Advantage+ includes trade
companies, advertising materials and audiences, which allows you to save
time and change focus in favor of strategic tasks by automating the process
of creating advertising campaigns and targeting. The positive influence of the
development of social networks and the personalization trend on the
effectiveness of digital advertising of retail trade enterprises was revealed.
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1. Overview of the advertising market in social networks

Social networks have become an integral part of people’s everyday
life. In recent years, the audience of social networks in the world has increa-
sed to 5 billion users (DataReportal, 2024), which is a convincing argument
for enterprises to actively conduct advertising and business activities in social
networks.

Social media advertising is one of the key tools of digital advertising
that works on the basis of data obtained when tracking users’ online activity,
search history and personal information from profiles on Facebook, Instagram
and other social networks. It allows you to focus on an audience with specific
interests and preferences (Yankovets, 2024).

The global market for digital advertising in social networks, according
to Statista for 2023, amounts USD 314 billion and has a tendency to increase
according to cost forecasts until 2028 (Figure 1).
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Figure 1. Forecast of advertising costs in social networks

Source: systematized by the authors according to the data (Statista, 2024).

The given forecast of the development of social networks and the
growth of expenses until 2028 is based on general trends.

The impact of digital transformation. The positive trend in digital
advertising spending indicates a global shift of business to the online envi-
ronment. At the same time, changing behaviour in the way consumers
interact with media and content encourages businesses to invest in social
networks to promote products (Dergachova & Kolieshnia, 2020).

Focus on historical data and analytics. The role of data collection and
analytics is being strengthened. The number of enterprises that will use
advertising in social networks is increasing, since this type of digital
advertising is based on data analysis and increasing their effectiveness
(Kupchenko, 2023).
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Development of digital technologies. The development of techno-
logies, in particular artificial intelligence, automation and the development
of advertising technologies within the social network allow to create more
effective advertising and encourage more advertisers to use digital adver-
tising in social networks and/or increase budgets for it (Pascucci et al., 2023).
At the same time, in Ukraine, according to the systematized data of
SimilarWeb, Dataportal for 2024, the most popular social network is TikTok,
which has more than 16 million users (Figure 2).

18

16,47
16 R

_.
~

—
[\

—_
(=]

Number of users, million

Facebook Instagram TikTok X (Twitter) Linkedin

Social network

Figure 2. Number of users in social networks

Source: systematized by the authors according to the data (SimilarWeb, 2024; Data-
Reportal, 2024).

In connection with the full-scale war, the TikTok network disabled the
function of setting up advertisements in Ukraine, therefore, for the most part, the
specified platform is not relevant for RTE. In turn, the advertising platform Meta
Ads is available for targeting ads and has two powerful social networks: Facebook
and Instagram with 13.85 and 12.4 million users, respectively. Other social
networks have a much smaller number of users: X (Twitter) 4.55 million and
LinkedIn 5 million (SimilarWeb, DataReportal, 2024).

Because Facebook and Instagram have the largest audiences available
for targeting, it makes sense for RTEs to primarily focus marketing and
advertising efforts on these networks. Therefore, we will further analyse the
Facebook and Instagram networks from the point of view of demographic
indicators (Figure 3).

According to the indicators of the Facebook network, the largest age
cluster of the audience is between 25 and 44 years old. Instagram has an
advantage among the younger audience — 18-34 years old. It can be noted
that the 3544 cluster is practically the same for both social networks.
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Therefore, a business targeting this age group can run digital advertising on
both platforms. For RTEs, which have a target audience over 45 years old,
the more relevant social network in terms of the number of potential
consumers will be Facebook (NapoleonCat, 2024a; NapoleonCat, 2024b).

35,00%

30,00% 28,60%

26,20%

25,00% 22.80%
. 21,80% 22.10%

20,00% 17.90% ] B »

16,50%

15,00% —Z74 - -
12,60%  12,40%

The ratio of the total number

10,00% — H H H H 8,60%
6,90%

5,00% — H H H H H 3,70% —

0,00%
18-24 25-34 3544 45-54 55-64 65+

Age, years

Facebook BInstagram

Figure 3. Demographic structure of Facebook and Instagram social networks by age
Source: systematized by the authors according to the data (NapoleonCat, 2024a; 2024b).

In terms of gender, women predominate in both networks: Instagram
(63.4% vs. 36.6%) is the most prevalent, while Facebook is slightly more
prevalent (58.7% vs. 41.3%) (NapoleonCat, 2024a, 2024b). Therefore, for
RTE:s that focus, for example, on selling products for women, it makes sense
to focus on digital advertising on Instagram.

Therefore, retail trade enterprises using Meta company’s Facebook
and Instagram social networks, which have a large enough audience, can
create effective digital advertising and increase their overall effectiveness.

2. Meta Ads: advantages and disadvantages for retail businesses

Digital advertising in social networks using the Meta Ads advertising
tool has significant advantages for RTE.

Firstly, broad selection and audience preparing. The Facebook and
Instagram platforms have a large audience — more than 12 million users each
(SimilarWeb, DataReportal, 2024), which opens up various opportunities for
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audience segmentation by demographics, interests and behavioural charac-
teristics. This allows you to target ads to specific audience clusters. For
example, for an online store selling cosmetic products, it is relevant to adjust
advertising to women who live in Ukraine and have "beauty and health"
interests. Also, the platform provides an opportunity to target the audience
based on data from the website or customer list.

Secondly, the variety of formats and placements of advertising. The
Meta ecosystem offers four platforms for advertising (Facebook, Instagram,
Messenger, Audience network). Platforms, in turn, have various placements
for targeted impact on a potential consumer. Generalization and description
of placements is presented in the Table 1 (Meta Help Centre for Business,

n. d.; Rakovic, 2024; Tkachenko, 2024, June 18).

Table 1
Placements of the Meta Ads advertising system
Platform
Placement Showing ads
Audience
Facebook Instagram Messenger network
Facebook Feed
Instagram feed
Facebook profile feed
Instagram profile
Facebook Marketplace
In the news . feed Messenger
Feeds Facebook video feeds .
feed ) Instagram Explore inbox
Facebook right column Instaeram Explore
Facebook Business & P
home
Explore
Instagram Stories
Stories and | In the feed of Facebook Stories Instagram Reels Messenger
Reels stories or Reels Facebook Reels Instagram profile Stories
reels B
Search results In the search Facebook search results Instagram search
results results
In-stream In the middle or| Facebook in-stream -
Ads for . .
Videos and after the main videos
video Ads on Facebook Reels
Reels
In the form of a
. Messenger
Messages direct message sponsored
in the
messages
messenger
- Audience
Network
In applications - native, banner
Apps and websites and
an dps I: tes that are part of - interstitial
the Meta Audience
ecosystem Network
rewarded
videos

Source: systematized and adapted by the authors based on (Meta Help Centre for Business, n. d.;
Rakovic, 2024; Tkachenko, 2024).
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Thirdly, extended functionality for retail trade. First of all, it is an
opportunity to display advertisements of all available products on the basis
of the website without the need to create separate advertisements; in addition,
dynamic remarketing, which also does not require the creation of ads, since
it uses images and texts from the website and shows only viewed products
according to each user.

At the same time, with a significant number of advantages and oppor-
tunities, digital advertising in Meta Ads also has disadvantages (Tkachenko, 2024):

high competition. Companies need to pay enough attention to compe-
titors, their own value proposition and the quality of advertising materials in
order to successfully compete with other advertisers for consumer attention;

blocking risk. Meta Ads has strict rules regarding advertising, non-
compliance with which may result in banning of the advertising account and
the account. Ads may also get blocked due to user appeals caused by
behavioural factors;

low level of trust in technical support. According to advertisers’
feedback, Meta Ads technical support often does not solve problems that
arise when setting up or running ads. That is, the problem remains
unresolved, so the advertiser needs to find a solution independently, which
can negatively affect the financial results of the enterprise depending on the
size of the problem and the duration of its solution (Trustpilot, 2024).

Therefore, the analysis of advantages and disadvantages showed that
the customization options and diversity in the choice of placements will allow
the RTEs to achieve its own marketing goals through digital advertising in
Meta Ads. At the same time, in order to reduce the risks of the impact of
existing flaws, companies need to cooperate with Meta Ads advertising
experts. These can be digital agencies or individual specialists in the status
of an employee or freelancer who have the necessary experience in working
with the tool and a portfolio of successful advertising cases on the specified
platform. The right choice of a contractor or employee is the key to the
success of advertising in Meta Ads.

3. Meta Ads: development prospects in Ukraine

Meta Ads continues to evolve, integrating new technologies and
approaches to remain a key digital advertising tool. Through changes in
consumer behavior and technological innovations, Meta Ads adapts to the
demands and potential needs of advertisers to achieve their own business
goals. The integration of Al and machine learning will play an increasingly
significant role in all digital solutions, including Meta Ads. These techno-
logies will increase targeting accuracy, allowing advertisers to reach the most
relevant audiences with personalized content (Pascucci et al., 2023;
I. Ponomarenko & D. Ponomarenko, 2024).
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Currently, Meta Ads has generative Al functions for ads and Advan-
tage+ Al tools (Shtyrlov, 2022; Ad Strategy, 2023; Voloboiev, 2024).

Generative Al allows you to save time and resources while increasing
productivity when customizing digital ads.

According to a survey of advertisers participating in early Al testing of
Meta, most expect to save 5 or more hours per week and be able to create multiple
variations of creatives with the click of a button, reducing the time spent between
creative and media teams on time-consuming editing tasks, in order to redistribute
labor resources to more strategic tasks (Ad Strategy, 2023).

Al generative functions for ads include:

image expansion: the ability to change the image or video format
according to the placement, which eliminates the need to create separate
advertising materials for each placement;

background generation: the possibility of creating a series of
backgrounds to complement the existing image;

text variations: the possibility of creating additional versions of ad
texts based on the advertiser’s original text in order to better reach the
audience.

During the testing of these functions, it became possible to increase
the reach of digital advertising by 9% and improve advertising indicators by
32% (Ad Strategy, 2023).

Another direction of Al Advantage+ focuses on simplifying the
process of creating digital advertising as a whole, namely: independent
creation of the structure of advertising campaigns, automatic selection of the
audience for targeting, and automatic display of necessary advertising
materials depending on the target audience and product. That is, as in the case
of generative Al, it makes it possible to save time and change the focus in
favor of strategic tasks.

The functionality of Advantage+ Al tools includes:

Advantage+ Shopping Campaigns: eliminate the need to run a large
number of advertising campaigns with different targeting and ad settings;

Advantage+ Creative: the ability to improve advertising materials by
adding additional music, 3D animation, changing image contrasts, using the
functionality of generative Al;

Advantage+ Audience: the ability to automate audience targeting through
Al In this case, artificial intelligence analyses the website audience, data of
current consumers, previous advertising activities of a certain advertiser and
selects an audience that will meet the advertiser’s request. So, Al technology is
built on learning, so the audience will improve during digital advertising.

According to internal tests, the Meta company notes that the average
price for attracting a client decreased by 28% (Ad Strategy, 2023).

Among the prospects for the development of Al in Meta Ads, we note
the development of social networks. Instagram and Facebook are constantly
evolving, adding various innovations to the functionality, which primarily
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creates new advertising opportunities, such as content placements. For
example, the introduction of the Reels platform for hosting short videos,
similar to the TikTok or YouTube Shorts formats, has contributed to the
emergence of new advertising formats.

The trend of personalization of advertising continues as one of the key
prospects of this area: 94% of advertisers determine that personalized ads
increase sales; at the same time, the trend towards privacy and data protection
1s gaining popularity among users of social platforms, which reduces the
possibilities of personalization (Yankovets, 2023; HubSpot, 2024). This is
because personalization is based on user data that Meta Ads collects through
tracking systems on advertisers’ websites. Prohibiting the tracking of user
sessions on a website will affect statistical performance in the short term, and
in the long term, it will reduce the effectiveness of the digital advertising tool
in social networks. Therefore, in the perspective of the coming years,
advertisers and social networks need to learn how to combine personalization
and personal data protection (Parfeniuk, 2024). To do this, Meta Ads needs
to create a solution based on machine learning. For example, specialists from
Google LLC in this context presented Behavioural Modeling, which will
model the behaviour of visitors who refuse to provide personal information
(Google, n. d.).

Therefore, generative functions are not yet sufficiently developed to
meet the expectations of advertisers. But as the leaders of Meta assure, "this
is only the beginning" (Ad Strategy, 2023) and the company plans to continue
developing in this direction, offering more possibilities of generative Al to
meet the needs of advertisers. Therefore, for the future period, it is possible
to expect more useful functions that will have a positive impact on the
effectiveness of digital advertising. Unlike the functions of generative Al, the
functionality of Advantage+ is more advanced, as it satisfies most of the key
needs when setting up digital advertising, for example, creating an audience,
optimizing advertising materials and simplifying the structure of digital
advertising campaigns. This is especially relevant for RTEs that have more
than 1 000 products, various categories and subcategories, and previously
required significant labour resources to create digital advertising. Prospects
for the development of social networks and the trend of personalization also
have a positive impact on the effectiveness of digital advertising of RTEs. At
the same time, adapting to new user privacy requirements will be an
important task for advertisers in the coming years.

Thus, for Ukrainian RTEs, such development trends can improve
results and maximize efficiency when working with Meta Ads digital
advertising tools. This is especially relevant in the conditions of the war and
post-war period, when companies not only need to focus on marketing or the
product, but also take care of the safety of workers, energy supply and
perform an active social role.
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Conclusions

As the digital advertising landscape continues to evolve, RTEs that
take full advantage of Meta Ads will likely stay ahead of the competition and
can not only resume digital advertising activity, but also significantly
improve it. Further developments in artificial intelligence, machine learning
and privacy regulations will undoubtedly shape the future of Meta Ads,
creating a more powerful tool for advertisers.

Meta Ads offers businesses in general and retail businesses in
particular unique opportunities to increase brand awareness and attract new
customers through social networks and, accordingly, increase sales. With the
predicted growth of marketing budgets from Meta Ads, it is important to keep
up with technological changes and continue to improve digital marketing and
advertising strategies.

The conducted research confirms the hypothesis about the prevalence
and effectiveness of the Meta Ads digital advertising tool in social networks.
Its use will contribute to the restoration and scaling of business activities of
RTEs in Ukraine in the war and post-war periods.

Further research will be devoted to the study and systematization of
existing digital advertising tools with the aim of adapting them for the
implementation of RTE digital marketing strategies.
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ASSESSMENT
OF BRAND VALUE

With regard to the valuation of brands, there
are many studies, concepts, methods, standards,
recommendations and legal decisions. However,
not all of them can be applied in practice,
because evaluating the value of a brand from an
economic point of view and the value of a brand
in accordance with existing accounting and
financial accounting standards is not an iden-
tical valuation process, which is complicated by
the procedure for recognizing a brand as an
intangible asset, the opportunities and condi-
tions for clarifying its value, understanding its
market capitalization and its reflection in the
balance sheet or the impossibility and inexpe-
diency of such reflection, understanding the
strength of the brand (on the example of the
Apple brand) and branding (on the example of
the Apple and Microsoft brands). This situation
requires to study. the conditions under which a
brand can be recognized as an intangible asset,
what exactly can be considered the value of the
brand as an intangible asset; exactly what brand
value can be reflected in the company’s balance

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5

YEIIEJEHKO Anxeika,

K. €. H., JIOIICHT, JIOIICHT KadepH MapKETHHTY
Jlep»kaBHOTO TOPrOBEIHLHO-CKOHOMIYHOTO
YHIBEpCHUTETY

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

ORCID: 0000-0001-7794-2221
a.chepelenko@knute.edu.ua

HEPKOBHMIA Cepriii,
ayaurop, CAP, DipIFR (ACCA)
TOB "En Ena Ti Ayout"
ByI. O4akiBcbka, 5/6, od. 100.1,
M. Kuis, 03151, Ykpaina

ORCID: 0009-0002-0789-5495
info@ntaudit.com.ua

JAHYEHKO Jlapuca,

CT. BUKJIaga4 Kadeapu

Cy4JacHHX €BPONEHCHKNX MOB JlepKaBHOTO
TOPTOBEIILHO-CKOHOMIYHOTO YHIBEPCUTETY
By Kioto, 19, M. Kuis, 02156, Ykpaina

ORCID: 0000-0002-9281-3900
Ldanchenko@knute.edu.ua

OLIIHKA
BAPTOCTI EBPEHIOY

Icnye 6acamo Oocniodicenv, KoHyenyiil, me-
moois, CMaHoOapmie, PeKoMeHOayill ma Iopuouy-
HUX pilleHb w000 OYIHKU eapmocmi OpeHOis.
Ilpome ne 6ci oMU MOXCYMb 6YMU 3ACMOCOBAH]
Ha npakmuyi, aodxce OYIHUMU 8apmicms OPendy 3
EKOHOMIYHO20 N02iA0Y | 6apmicms OpeHOy 8iono-
BIOHO Q0 ICHYIOUUX CIMAHOAPMIE OYX2aAIMEPCbKO20
ma QIHaHC08020 OOIKY He € MOMONCHUM NpOYye-
COM, AKULL YCKIAOHIOEMbCS NPOYEOYPOIO GUSHAHHS
OpeHoy HemamepianoHuM AKMUBOM, MONCIUBOC-
mAMU MaA YMOBAMU 3 ACY8AHHS U020 BAPMOCHII,
PO3VMIHHA 11020 puHKo60i Kanimanizayii ma it
8I000padNCeHHs 8 DANAHCT AOO HEMOICTUBOCE MA
HeO0OoYiNbHOCMI MAK020 8i000PANHCEHHS, PO3YMIH-
Hs cunu 6pendy (Ha npuxiadi 6pendy Apple) i
bpenounzy (Ha npuknadi 6pendie Apple ma
Microsoft). Taxa cumyayis nompebye Oocui-
OJ#CeHHA: YMO8, 3a AKUX OpeHO Modce Oymu 8us-
HAHO HEMAMEPIANLHUM AKIMUBOM,; WO CAME MOiCe
88adcamucs eapmicmio Openoy K Hemamepiany-
HO20 aKmMusy; sIKa came 6apmicmy Openody modice
oymu 8ioobpadicena 6 Oanauci Komnawii ma 3a

SAKUX YMOS, YOMY MAE Micye WaneHull po3pue Misxc
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sheet and under what conditions; why there is a
frantic gap between the company’s book value
and its market capitalization, what can be
affected by a change in the market capitalization
of the brand and how reputational risks can
affect a change in the market capitalization of
the brand. A comprehensive overview of the
complexity and multifactorial nature of asses-
sing the value of brands and its reflection in the
financial statements of companies is offered.
Hypothesis: There is only one meaningful form
of value for evaluating and verifying the brand
value: the price a buyer is willing to pay for the
brand in a real deal.

In the process of research, scientific methods
of theoretical generalization and grouping were
used (to systematize methods, methodologies,
estimates of the value of brands and their
analysis); formalization, analysis and synthesis
(for interpretation of analytical materials); logi-
cal generalization of results (formulation of
conclusions). The existing opportunities, condi-
tions and procedures for recognizing a brand as
an intangible asset and assessing its value were
considered and analysed; it was found that
brands are increasingly not recognized as an
intangible asset and their value is not included
in the balance sheets of companies. Estimating
the value of a brand as a separate intangible
asset remains a problematic issue because of the
valuation itself, its confirmation and annual
revaluation, value fluctuations, which is compli-
cated by the lack of an effective (active) market
and a consistent procedure and practice for
assessing brand value.

Keywords: brand, intangible asset, brand
value assessment, brand value, brand worth,
tangible asset, market capitalization, goodwill,
brand equity

JEL Classification: F6, L20; M30, M31, M41.

Introduction

6anancosoro eapmicmio KOMRAKIL ma it pUHKOB8OI0
Kanimanizayiero;, Ha wjo Moxce Gnaueamu 3mina
punKosoi kanimanizayii opendy i K penymayiiumi
PUSUKU MOJICYMb 8RIAUSBAMU HA 3MIHY DUHKOBOI
kanimanizayii 6pendy. 3anponoHo8ano Komniexc-
HUL 027150 CKIaOHoCmi ma bazamoghaxmopHocmi
OYiHIOBanHs éapmocmi Opendie ma ii idobpa-
JHceHHst Yy (DIHAMCOGIN  36IMHOCMI  KOMNAHILL.
Iinomesa: icuye nuwe oona 3Hauywya popma
eapmocmi 01 OYIHKU 1 NepesipKu 8apmocmi
Opendy: yina, Ky nOKyneyb 20moeutl 3aniamumu
3a OpeHd y peanbHiil y2ooi.

Buxopucmano nayxosi memoou meopemud-
HO20 y3a2anbHeHHs Ma epyny8ants (0 cucmema-
musayii Memoois, Memooo102il, OYiHOK apmoc-
mi 6pendis i ix aunanizy), gopmanizayii, ananizy
ma cunmesy (0ns inmepnpemayii aHATIMUYHUX
Mamepiania); J02iUHO20 Y3A2ANIbHeHHs. Pe3)ilb-
mamis (ghopmymosanus eucHoskig). Pozenamnymo
ma nPoaHani308aHO ICHYIOUL MONCIUBOCI, YMOBU
i npoyedypu 6U3HAHHA OpeHOy HeMAamepiarbHUM
AKmMu8oM ma OYiHKU 1020 8apmMoOCHi; 3 ’sC08AHO,
wo OpeHOU 8ce uacmiuie He BUSHAIOMbLCA K
HeMamepianbHull akmue i ix 6apmicmo He GKII0UaA-
emvcs 6 banancu xomnawiu.  Qyiniosanns
eapmocmi ma YiHHOCMi OpeHOy AK O0KpemMozo
HeMamepiaibHo20 aKmugy 3aIUUAEMbCst Npoo-
JIeMHUM NUMAHHAM Yepe3 camy OYiHKY 6apmocmi,
il niomeepodicenHss ma WOpPIUHY NePeoyiHKY,
KOJIUBAHHS 8APMOCMI, sIKe YCKIAOHIOEMbCA BI0-
CYymHicmio epekmusHo2o (AKmueHo20) PUHKY U
1320001CeHOT npoyedypu ma NPaKmuku OYiHIO8aH-
H3 8apMOCMmi OpeHOy.

Knwouoei cnosa: Openpa, HemarepialbHUN
aKTHB, OLIIHKa BapTOCTi OPEeHAy, BapTICTh OpeH-
Jly, WIHHICTB OpeH/1y, MaTepiajbHuil aKTHUB, PUH-
KOBa KariTaji3allisi, TyABiJI, Kamitan OpeHy.

Previous studies of the main methods and methodologies for assessing

brand value using the rating approach (Chepelenko & Tserkovnyy, 2024)
from the global holding company for media, marketing and corporate com-
munications Omnicom Group Inc. Interbrand, the specialized consulting
company Brand Finance and the world leader in the field of marketing re-
search, consulting and analytics Kantar indicate that brands are increasingly
recognized as an asset and their value is included in the balance sheets of
companies.

However, no matter how long brands were researched theoretically, it
1s necessary to understand how these researches correlate with legal, econo-
mic and accounting requirements, opportunities and feasibility.
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The results of a joint study by Interbrand, B2B market research leader
NewtonX and integrated communications agency Brodeur Partners (/nter-
brand, 2024) indicate that 67% of companies on the S&P 500 list may be
misvalued due to a misunderstanding of a key business asset — the brand (as
an intangible asset).

What exactly is a brand, from the point of view of law and accounting
in Ukraine, is currently an undefined issue.

The study of normative legal acts of Ukraine and intergovernmental
agreements on the term "brand" (Verkhovna Rada of Ukraine, 2024) raised
even more questions. Firstly, the term "brand" is not written in any regulatory
legal act of Ukraine (with the exception: the term "brand of the organizer of
gambling games" is used in the meaning given in the Law of Ukraine "On state
regulation of activities regarding the organization and conducting the gambling
games" (Law of Ukraine No 768-IX, 2020, July 14, Art. 1); secondly, the
association of the "brand" with the "trademark" and/or other objects of
intellectual property (as intangible assets) has not been formally proven;
thirdly, the National regulation (standard) of accounting 8 "Intangible assets"
(NR(S)A 8, 1999) also contains methodologies for accounting information
about the brand.

A study of International Accounting Standard 38 "Intangible Assets"
(IAS 38, 2012) provides an opportunity to understand that:

the terms "brand" and "brand name" are often used interchangeably
with trademarks and other brands, but the first ones are generic marketing
terms that are mostly used to refer to a group of connected assets such as
trademarks (or service marks) and are associated with the corresponding
trade name of the product, formulas, recipes and technological expertise
(IAS 38,2012, p. 37);

a class of intangible assets 1s a group of assets that are similar in nature
and use in the business entity’s activities. Individual classes may, for
example, include:

* brand names;

« titles and edition names;

 computer software;

* licenses and privileges;

* copyrights, patents and other industrial property rights, service and
exploitation rights;

* recipes, formulas, models, projects and prototypes;

« intangible assets at the development stage (IAS 38, 2012, p. 119);

At the same time:

"internally generated brands...should not be recognized as intangible
assets" (IAS 38, 2012, p. 63);

"spending on internally generated brands... cannot be separated from
expenses on business development as a whole". Consequently, such objects
are not recognized as intangible assets (IAS 38, 2012, p. 64);
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"an active market (IAS 38, 2012, p. 78) cannot exist for brands...
trademarks, because each such asset is unique". In addition, although intangible
assets are bought and sold, contracts are concluded between individual buyers
and sellers, and transactions occur relatively rarely (IAS 38, 2012 p. 78);

"the price paid for one asset cannot provide a sufficient indication of
the fair value of another asset" due to the uncommon practice of buying and
selling intangible assets (IAS 38, 2012, p. 78);

"price information is often not publicly available" (IAS 38, 2012, p. 78).

Thus, summarizing information about intangible assets, we can affirm
that intangible assets are generally non-physical assets/intellectual assets
(patents, trademarks, franchise or license agreements, copyrights and
company brands) that:

» are used for a long time;

* have the difficulty of determining their value;

* have the problem of proper assessment and accounting largely due to
the difficulty of determining their value;

* have shortcomings in terms of measurement reliability, costs
associated with them;

* have uncertain future effects;

« the useful life of an intangible asset can be identified or not identified;

* can increase the possible future value of the company and can be much
more valuable than its tangible assets.

Brand equity can be considered as an intangible asset, since the value
of a brand is determined by the perception of the company’s customers and
is not a physical asset.

Therefore, intangible assets are shown on the company’s balance sheet
as long-term assets, valued according to the purchase price and amortization
schedules only if they are identifiable, controllable, and there are future
economic benefits from their use.

The aim of the proposed study is to clarify problematic issues
regarding: assessing the cost and value of a brand as a separate intangible
asset and the unsettledness of the term "brand" itself; restrictions and/or
impossibility of recognizing brands as intangible assets; excess of market
capitalization over the value of the company’s assets.

Hypothesis: There is only one meaningful form of value for evaluating
and verifying brand value: the price a buyer is willing to pay for the brand in a
real transaction.

Scientific methods of theoretical generalization and grouping (for the
systematization of methods, methodologies, brand value estimates and their ana-
lysis); formalization, analysis and synthesis (for interpretation of analytical mate-
rials); logical generalization of results (formulation of conclusions) were used.

The scientific study, the main part of which is laid out in three sections,
focuses on the analysis and the possibility of applying the requirements of the
ISO 10668 and ISO 20671 standards regarding the assessment of brand value
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and their correlation with International Financial Accounting Standards,
which provides an opportunity to find out brand equity as an intangible asset,
the correctness of the brand value assessment and the consequences of a
change in such value.

1. Key approaches to the disclosure of information on intangible
assets and features of brand valuation

The study of key approaches, changes and requirements for intangible
assets and goodwill, set forth in FASB standards, provides an opportunity to
understand the nature and the need to clarify the criteria for recognizing
intangible assets and the value of goodwill, which should contribute to future
cash flows and reflect the expectations of the business entity (Table 1).

Table 1
Approaches, changes and requirements for intangible assets
and goodwill by FASB standards
FASB standard Intangible assets Goodwill

Internally generated
goodwill is not subject to

FASB ASC 350 lntangll_)le assets must be identifiable; reglstrgtlon;. .

Recognition of the business entity must be able to demonstrate goodwill arising from a

. . : control over the future economic benefits of the business combination is not

intangible assets . . . .
intangible asset subject to amortization;

goodwill is verified for
devaluation at least annually

Reflects the expectation of

Intangible assets with limited useful lives must the business entity that the

FASB 142 be amortized over their useful lives, while .
L . . . S . . value of the goodwill will

Amortization of intangible assets with indefinite useful lives are .

] ; . . contribute to future cash

intangible assets not amortized but are subject to annual

. . . flows
verification for devaluation

Requires each identifiable intangible asset to be measured and reported
separately from goodwill if it arises from contractual or legal arrangements, or if
it can be separated and sold;

the method of consideration of intangible assets during business combinations
has been revised

FASB 141

Approach to intangible
assets in business
combinations

Source: compiled by authors in accordance with (FASB 350, 2021; FASB 142, 2001;
FASB 141, 2001).

The main information disclosure requirements for intangible assets
according to FASB standards are the mandatory disclosure by business entities
of the gross book value and accumulated amortization of intangible assets and
methods, terms of useful life, changes that have occurred with intangible assets.

In 2001, FASB 141 (FASB 141, 2001) introduced a requirement for
identifiable assets (tangible and intangible) of US companies to capitalize
acquired intangible assets taking into account liabilities and contingent
liabilities at their fair value. Intangible assets should be the separate net
balance between the total amount of acquired net assets disclosed in the
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consolidated statement of the acquiring company and the acquisition cost
treated as goodwill.

One of the controversies associated with this type of intangible asset,
such as a brand, is the determination of brand value through goodwill.
According to FASB standards, the brand value assessment can be determined
by a contract for the purchase and sale of net assets, after which goodwill is
reflected (recorded) in the financial statements as the excess of the amount
paid for the net assets over their fair market value, while internally generated
goodwill is not subject to registration.

There are similarities between FASB standards and international
recommendations of the International Accounting Standards Board (IASB)
on intangible assets as to determining fair value and verifying for
devaluation, and differences concerning to criteria for recognition and further
evaluation of intangible assets. However, the ITASB’s recommendations have
specifics regarding the criteria for recognition and further evaluation of
intangible asset.

The existing international brand evaluation standards ISO 10668
Brand Valuation (ISO 10668, 2010) and ISO 20671 Brand Evaluation
(ISO 20671, 2021) indicate that a brand "is an intangible asset" that is
designed to create "distinctive images and associations in the minds of
stakeholders, thereby creating an economic benefits/values".

In order to standardize approaches to brand evaluation (including
those brand evaluations conducted by analysts, investors and lenders), the
International Organization for Standardization (/SO) involved standardi-
zation committees from around the world, developed and published
ISO 20671 Brand Evaluation, which is an international meta-standard, has a
stable structure and a set of principles for conducting systematic brand
evaluation, requires proactive management of brands and their verifying
(at least once a year), because in financial accounting brands are too often
considered as incidental business costs.

ISO 20671 is used by marketing professionals to explain branding’s
contribution to business value.

In addition, the global standard for brand valuation recognizes that the
primary purpose of a brand is to "increase the overall value of the business,
reduce risk and continue the sustainable existence of the company that owns
the brand" (ISO 20671, 2021).

Therefore, ISO 20671 Brand Evaluation is intended to help business
entities understand and identify ways to increase brand value, which is
determined by improving financial indicators, its strength and effectiveness.

Brand evaluations (Brand valuation and Brand evaluation) are related
and interact with each other, but brand evaluation according to ISO 20671
Brand evaluation is broader and includes non-monetary considerations.

ISO 10668 Brand Valuation (ISO 10668, 2010) is an international
meta-standard that defines the structure of monetary valuation of a brand,
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including objectives, valuation bases, valuation approaches, valuation
methods and sources of qualitative data and assumptions, defines reporting
methods for the results of such valuation, etc.

Brand valuation according to ISO 10668 Brand Valuation is deter-
mined from the point of view of the company that owns the brand (brand
value 1s measured using relevant indicators that assess the impact of the brand
on customers/users) and all stakeholders and includes both monetary
considerations (i.e. brand value) and non-monetary considerations (i.e. brand
strength and equity), its value (the price (premium) a consumer is willing to
pay for a particular brand over a base level).

The framework of brand value assessment is a set of interrelated parts
that determine the interconnection between the assessment of the value and
worth of the brand, each of which is based on the previous part, while the
term "brand worth" is mostly used to denote "the present value of the
expected future monetary flows attributable to the brand" (ISO 10668, 2010),
and "financial value of the brand" (FVB) refers to the estimation of the total
monetary value of the brand at a given point in time. The method that should be
chosen for calculating or evaluating the financial value of the brand depends on
the purpose of the evaluation: purchase, sale, lease or increase of financial result.

The practical application of ISO 20671 and ISO 10668 creates a
feedback cycle for continuous improvement of the brand, which will
contribute to increasing its value over time, and by changing the composition
and level of brand inputs based on such feedback, there can be a potential
opportunity to improve brands, to ensure their effectiveness and certain
advantages and a better experience for consumers and stakeholders.

2. Global status of intangible assets (brand recognition and infor-
mation disclosure)

Most intangible assets are not recognized due to restrictions imposed by
financial reporting rules which state that internally generated intangible assets
such as brands cannot be disclosed on a company’s balance sheet.

Accounting standards (international and national) prevent companies
from recognizing the most part of the value of the intangible assets they
create. Instead, intangible assets are recognized when they are acquired or
identified as an asset separately from goodwill if the asset is acquired in a
business combination.

This approach to recognition and intangible assets can lead to
distortion of information about the value of the company that owns the
intangible asset.

For companies whose shares are in free turnover, the question of the
value of intangible assets in the composition of assets is not as critical as for
other companies, since their market value is determined by market
capitalization. The excess of market capitalization over the value of a
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company’s assets means that investors value the company higher than its
book value, which may indicate high expectations for the company’s future
growth, its profitability, or the presence of unique intangible assets such as a
brand or intellectual property.

Globally, disclosed intangible assets in 2023 generally remain
unchanged, but further analysis by classes of intangible assets shows that for
the first time since 2008, the value of disclosed intangible assets has shifted
from goodwill to specific intangible assets such as brand, technologies and
relationships (Brand Finance, 2021).

During 19962023, intangible assets show rapid growth from
USD 6 trillion up to USD 61.9 trillion in 2023, i.e. by 1031% (Figure I)
(Brand Finance, 2023).
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Figure 1. The trend in the composition of global value according
to Brand Finance for 19962023, USD trillion

Source: (Brand Finance, 2023).

Brand Finance research also shows that in 2023 the US market
remains intangible (73% of US corporate value accounts for intangible assets,
including technologies and brands) compared to the global average index
(50%), while in China only 16% of assets are valued as intangible.

In 2023, global intangible value recovered, surpassed pre-pandemic
level and grew by 8% from USD 57.3 trillion in 2022 to USD 61.9 trillion in
2023, that is almost 3 times higher than the US GDP. During the same period,
the value of global tangible net assets remains stable.

96 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 5



MARKETING

The intangible intensity of the US is driven by some of the largest
technical, internet and media giants that have US jurisdiction. Apple, the
company with the highest intangible value in the world, provides 8% of total
US intangible value.

As indicated in the Global Finance GIFT report (Brand Finance, 2023),
the non-monetary assets of the most powerful brands (without physical
substance) are grouped into three broad categories: rights (including leases,
agreements and contracts); relationships (including trained workforce);
intellectual property (including brands, patents and copyrights).

3. Evaluation of the value of the Apple brand

The results of the research on the valuation of brands using the rating
approaches of world-renowned companies prove that in 2023, brands that
have diversified and are represented in several sectors and that are focused
on expanding the brand, its dynamic development compared to competitors,
will continue to dominate. Thus, the value of the Apple brand, which for
11 years in a row occupies the first place in the ratings for 2013-2023,
increased: by more than 5.11 times according to the Interbrand methodology;
3.4 times — according to the Brand Finance methodology and 4.76 times —
according to the BrandZ methodology from Kantar Group (Figure 2).

Research on brand value assessment using rating approaches
demonstrates not only different results of their value assessment, but also a
significant gap (inconsistency) between tangible book value, net tangible
book value and market capitalization of brands.
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Figure 2. Estimated value of Apple according to Interbrand, Brand Finance and
Kantar BrandZ methodologies for 2013-2023, USD billion

Source: compiled by the authors based on data (Chepelenko & Tserkovnyy, 2024).

For example, the net tangible book value of Apple in 2023 was
USD 40.32 billion, on the other hand, the material cost was equal to
USD 74.1 billion, that is, USD 30.78 billion is the value of intangible assets,
and relative to market capitalization, the value of intangible assets is more
than 93 times (see Figure 3).
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Figure 3. Dynamics of tangible book value, net tangible book value and market
capitalization of Apple for 2013-2023, USD billion

Source: compiled by the authors based on data (Apple Balance Sheet 2009—2024, 2024;
Market capitalization of Apple (AAPL), 2024).

In 2013, the share of tangible assets was 2.89% of the book value of
assets (97.11% — the share of intangible assets), in 2023 — 54.41% of the book
value of assets (45.59% — the share of intangible assets) (Figure 4).
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Figure 4. Dynamics of Apple’s asset structure for 2013—-2023, USD billion
Source: compiled by the authors based on data (Apple Inc. Form 10-K, 2013, 2023).

Internally developed intangible assets are not reflected as such in the
company’s balance sheet. Although an intangible asset such as the Apple logo
has total recognition, it does not appear on the company’s balance sheet
because the logo is an internally developed intangible asset and does not have
a price at which the fair market value could be determined, as it would, if the
logo was the part of an acquisition of another company (7able 2).
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Table 2
Apple’s consolidated balance sheet (assets) for 2013, 2020 and 2023, USD billion
Assets As of:
28.09.2013 [ 28.09.2020 | 28.09.2023
Current assets
Banknote roll and its equivalents 14.259 38.016 29.965
Short-term marketable securities 26.287 52.927 31.590
Accounts recelv_able less reserves in the amount of USD 99 and 13.102 16.120 29 508
USD 98 respectively
Commodity stocks 1.764 4.061 6.331
Deferred tax assets 3.453
Supplier’s non-trade receivables 7.359 21.325 31477
Other current assets 6.882 11.264 14.695
Total current assets 73.286 143.713 143.566
Non-current assets
Long-term marketable securities 106.215 100.887 100.544
Fixed assets, net 16.597 36.766 43.715
Goodwill 1.577
Purchased intangible assets, net 4.179
Other assets 5.146 42.522 64.758
Total non-current assets 73.079 180.175 209.017
Total assets 207.0 323.888 352.583

Source: compiled by the authors based on data (Apple Inc. Form 10-K, 2013, 2020, 2023).

The results of a study of Apple’s financial statements indicate that the
company’s goodwill in 2013 amounted to approximately USD 1.577 billion,
acquired intangible assets amounted to USD 4.179 billion, intangible assets
are not included in current assets because they are used in the business for
more than one accounting period, that is, they have a long useful life.
Intangible assets with indefinite useful lives, such as goodwill, are not
amortized systematically. Instead, they are included on the balance sheet, as
Apple has done, and periodically are reviewed for devaluation (Apple
Goodwill and Intangible Assets 2010-2024 AAPL, 2024).

In 2023, Apple’s revenues fell by 2.8% compared to 2022, but Apple
has a long-term non-linear trend: declining revenues (2016, 2019 and 2023)
against the background of a steady trend of increasing market capitalization
(from USD 500.74 billion in 2013 to USD 3.07 trillion in 2023).

Since December 1, 1998, Apple’s market capitalization has increased
from USD 4.60 billion up to USD 3.45 trillion, increasing by 74 887.64%
and showing a cumulative annual growth rate of 29.32%.

Apple’s market capitalization as of August 23, 2024 was USD 3.45
trillion and already in 2024, the growth of market capitalization is 23.95%
(Market capitalization of Apple (AAPL), 2024).

In 2011, Apple overtook the world’s most valuable public company,
Exxon Mobil, to become the stock market leader, starting an era of
technological superiority and its own steady growth. The 2023 results state
that the value of the shares has slowed down in 2023 in favour of such
powerful brands as Microsoft, Nvidia and Alphabet, Google (the parent
company), whose total value has increased by USD 2.5 trillion for the year.
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Bloomberg experts (Bloomberg, 2024) attribute this dominance to the
emphasis of brands on generative artificial intelligence.

These transformations are part of a shift in the stock market’s priorities
with the appearance of generative artificial intelligence, a technology that can
not only answer questions, create images and write code, but also has the
powerful potential to both disrupt and create businesses.

Since September 30, 2008, the price ratio of Apple Inc. to the material
book value increased from 3.97 to 51.66 as of August 23, 2024. Apple Inc.
average price ratio to the tangible book value for 2008-2024 was 14.73
(Apple Price to Book Ratio 2010-2024 AAPL, 2024).

Reflecting the market capitalization of the value of the company’s
brand in the balance sheet is a formally inconsistent issue, since it requires
the separation of the brand from other intangible assets and it is not observed
in Apple’s consolidated balance sheet (see 7Table 2) and, as in the case of the
Perrier problem, the value of such intangible assets may decline rapidly due
to increased reputational risks and stock market reactions.

Instead, a decline in revenue in 2023 could indicate that Apple has
reached the limit of growth, that is a common problem for successful
companies related to life cycle, cash flow and achieving significant size.

In addition, according to the estimates of the consulting firms IDC and
Counterpoint, the global slowdown in demand for new smartphones by 3—
6% indicates a worsening of market conditions and Apple, which has trade-
tionally relied on iPhone sales, faces the risk of limited growth paths related
to hardware sales, services and payments.

Market saturation, unsustainable growth rates in the long-term lead to
a critical saturation point where there is no room for further expansion, which
can lead to reduced profitability due to reduced returns or loss of scale
economy.

Legal and regulatory issues (governments, as representatives of
customers and consumers, generally frown on monopolies unless they are in
the public domain) arising from Apple’s desire to dominate the market are
also a general constraint on growth, as companies that occupy a dominant
position in the market, risk being nationalized or forced to abandon certain
activities, often accompanied by significant fines.

For Apple, 2024 also began with a number of obstacles:

* preparation of an antitrust case by the US Department of Justice
against Apple;

» Apple contractor Foxconn Technology Group (India) reported on a
falling profit compared to 2023.

« financial (Barclays) and investment (Piper Sandler) partners down-
graded the company’s shares (WIPO Report, 2024);

* Microsoft left behind Apple in market capitalization (Microsoft ended
the day at USD 2.89 trillion, 1% higher than Apple’s USD 2.87 trillion)
(Bloomberg, 2024).
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However, this did not prevent Apple from increasing its market
capitalization, which as of August 23, 2024 increased by 15.18% to
USD 3.4489 trillion.

This achievement became possible, including thanks to:

* to a significant increase in measured actions after a positive report from
the investment bank Wedbush Securities Inc. (Wedbush Securities Inc., 2024),
whose analysts praised Apple’s initiatives in the field of artificial intelligence
and believe that Apple’s ecosystem can become the basis for a consumer
revolution in the field of artificial intelligence, and such powerful brands as
Google and Meta will adapt their software for working with the Apple platform;

« the presentation at the 2024 Apple Worldwide Developers Conference
(June 10, 2024) of Apple’s new products and the announcement of the
integration of artificial intelligence GPT-40 into its software ecosystem,
focusing on the possibilities of using artificial intelligence for writing texts
and creating images;

» predicting the launch of Apple App Store for artificial intelligence
applications for a potential US$ 5 billion increase in service revenue annually
until 2025;

* speculation regarding Apple’s strategic move to acquire ESPN assets,
changes of the content and service landscape (Apple’s acquisition of US
cable sports television channel ESPN from The Walt Disney Co.);

* the development and creation of a system to ensure the protection of
confidential user information and the recognition of «Apple Account» fraud
attempts (with the release of new versions of the operating systems 10S 18,
1PadOS 18, macOS Sequoia and watchOS 11;

» according to the forecast of Wedbush Securities Inc. analysts (Wedbush
Securities Inc. 2024), that Apple will become the first company with a market
capitalization of USD 4 trillion in 2024, with Microsoft falling behind in early
2025 as the Al revolution begins (Wedbush Securities Inc., 2024).

Taking into account Apple’s sustained long-term dominance of the
high-class smartphone market and significant financial backing from mar-
ketable securities, Apple’s dependence on diversifying iPhone business is
obvious. In this regard, in 2024 it is planned to introduce a new Apple product
(the company’s first new hardware in a decade) — the Vision Pro virtual
reality headset, which will be the first major new product category that the
company has released since the Apple Watch in 2014. (Wedbush Securities
Inc., 2024). It should also be remembered that brands are vulnerable due to
their dependence on such intangibles as reputation and people’s perception
of them. Building a certain/desired brand perception can take years as
reputation is built with repeated evidence that the brand justifies its position.

Conclusions
The ranking approach to brand valuation is a reminder that brands are
a valuable corporate asset, but the different results and range of valuations
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for the same brand make it difficult for owners, managers and investors to
make effective decisions about further branding.

Doubts about the accuracy of brand value estimations are not news,
because there are too obvious inconsistencies:

e brands whose value doubles or doubles annually;
e brands that are more valuable than the entire company they belong to;
e the value of the brand varies by 2—4 times depending on the issuer.

The problem lies in a qualitative rather than a quantitative approach to
assessing the value of brands, which, firstly, is subjective; secondly, it does
not take into account real-time changes in the market, thirdly, it does not take
into account and/or cannot find out the price that the buyer is willing to pay
for the brand in a real transaction, so the proposed hypothesis on the existence
of only one significant value form to evaluate and verify brand value: the
price a buyer is willing to pay for a brand in a real deal is confirmed.

The conducted research proves that the assessment of the value and
worth of the brand as a separate intangible asset remains a problem due to
the very assessment of the value, its confirmation and annual reassessment,
because there is a fluctuation in the value, which is complicated by the lack
of an effective (active) market and an agreed procedure and practice for
assessing the value of the brand.

Estimating the value of a brand as a separate intangible asset remains
a problematic issue, primarily due to the lack of an agreed procedure and
valuation practice, as well as the regulatory and legal unsettlement of the term
"brand" itself.

Most intangible assets are not recognized as assets due to restrictions
imposed by financial reporting rules, which state that internally generated
intangible assets, such as brands, cannot be disclosed on a company’s balance
sheet (IAS 38, NR(S)A 8).

Among the justifications for this approach is the impossibility of a
reliable brand assessment:

« expenditure on internally generated brands... cannot be separated from
expenditure on business development as a whole;

* an active market cannot exist for brands... trademarks because each
such asset is unique;

» the price paid for one asset may not provide a sufficient indication of
the fair value of another asset.

Instead, intangible assets are recognized when they are acquired or
identified as an asset separate from goodwill if the asset is acquired in a
business combination.

This approach to recognition and intangible assets can lead to
distortion of information about the value of the company that owns the
intangible asset.

For companies whose shares are in free turnover, the question of the
value of intangible assets in the composition of assets is not so critical, since
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their market value is determined by market capitalization. The excess of
market capitalization over the value of a company’s assets means that
investors value the company higher than its book value, which may indicate
high expectations for the company’s future growth, its profitability, or the
presence of unique intangible assets such as a brand or intellectual property.

Further research is planned to be directed to the development of a
procedure (algorithm) for the formation and evaluation of the brand value as
a separate intangible asset, which will make it possible to reliably evaluate
the company’s assets and provide users of financial statements with true and
unbiased information about the financial state.
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DEVELOPMENT

The research of the community growth and the
formation of strategies for their development in
the context of an approach focused on achieving sus-
tainable development goals have been conducted.
The problems of the sustainable community
development and their crucial understanding of
achieving the Sustainable Development Goals
(SDGs) at all levels of management have been
considered. The research is based on the hypothesis
that taking into account the features of the Central
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LICP-UEHTPUYUHMA NIOXIN
JO CTPATEI'IYHOI'O
NJIAHYBAHHSA PO3BUTKY

I'POMAI

IIposederno docnioxceHHs po36UMKY 2pOMA0
i ghopmyeanmns cmpamezii iXHbO20 PO3GUMKY 6
KOHMmeKcmi nioxooy, Opi€HmMo8aHo2o Ha 00cse-
HenHsi yinetl cmanozo po3eumky. Pozensnymo
npobnemu CmManozo po3eUMKy 2pomad ma ix
PO3YMIHHSL 8ANCTUBOCE OOCSIZHEH S Yilel Cmanio2o
possumky (LJCP) Ha ecix pignsax ynpaeninus. B
OCHOBY QOCTIONCEHHS NOKIAOEHO 2INomesy, o
epaxyeanns  ocoonusocmeli  L{CP-yenmpuuroeo
nioxo0y 00 CMpame2iyHo20 NIAHY8AHHS PO3GUIIK)
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Development Center approach to the strategic
planning of the community development in Ukraine
will lead to the improvement of sustainable
development indicators at the current stage of the
community growth and the sustainable development
of Ukraine. Such research methods were used, as:
assessment of qualitative, quantitative and social
indicators, as well as methods of positional
analysis, focus groups, diagnostic interviews, ex-
pert assessments, measurement and comparison,
system analysis and modeling. The basic concepts
and components of sustainable development were
analyzed. It has been proposed to define the
features of the Central Development Center-cen-
tered approach to the strategic planning of com-
munity development. The role of intersectoral
cooperation between local authorities, business
and civil society in the context of achieving the
SDGs was considered in detail. The article focuses
on the integration of environmental, social and
economic aspects into strategic planning, and ex-
plores the problems and challenges faced by
communities in implementing these approaches.
The importance of building the institutional capa-
city of communities for the effective implemen-
tation of the SDGs and their adaptation to the
changing conditions of the post-war period was
separately emphasized. Recommendations were
given for improving the methods of monitoring and
evaluating the SDGs achievement at the local level.
1t is substantiated that only in the presence of a
high-quality strategy, joint efforts and mutual
understanding of all stakeholders it is possible to
achieve the goal of "rebuilding better than it was".
It was emphasized that the reconstruction of the
country should be carried out by joint efforts, on
the basis of transparency, innovation and strategic
vision. The leadership role of communities in the
Ukrainian post-war reconstruction was defined,
the significance of state regional policy and the
Road Map adoption of decentralization, as well as
the consideration of the need to achieve the
sustainable development goals in communities,
were revealed. The ranking of the sustainable deve-
lopment goals for the communities of Vinnytsia was
carried out.

Keywords: sustainable development, sus-
tainnable development goals, community develop-
ment strategy, strategic planning, post-war recon-
struction, sustainable recovery.

JEL Classification: R12, R58, Q56.

Introduction

epomad 6 Ykpaiui npusede 00 noxpaujenHs
[HOUKAMOpi6 CMAN020 PO3BUMK) HA CYYACHOMY
emani (YHKYIOHYBAHHS 2pOMAO | 00 CMANo2o
possumky Yrpainu. Memooonozisi 00cnioxcents
Micmumb. OYIHKY AKICHUX, KITbKICHUX [ coyialb-
HUX NOKA3HUKIB, A MAKOIC MEMOOU ROZUYTTIHO20
auanizy, oxkyc-epynu, OiaezHOCMuUYHO20 IHmep-
8'1068AHHS, eKCNepMHUX OYIHOK, BUMIDIOBAHHS
ma NOpIGHAHHA, CUCMEMHO20 aHANi3y mda
Mmodenosans. Ilpoananizosano 6a306i nowsam-
ma i CK1ado8i cmanoeo po3sUmKy. 3anpono-
HOBaHO  6usHauenHsi ocooausocmen L[CP-
YEHMPUYHO2o NioXo0y 00 CMPpameziyHo2o
NAAHY8AHHS  PO3GUMKY — 2pomad. [lemanvHo
PO32NAHYMO POJIb MIHCCEKMOPANbHOL CRIBNnpayi
Midic Micyegumu OpeanHamu 61aou, Oi3HecoM i
2POMAOAHCOKUM  CYCNITbCMBOM Yy KOHMEKCHI
Oocsienenns LJCP. Axyenmosano na inmeepayii
€KOJI02TYHUX, COYIANbHUX MA  eKOHOMIYHUX
acnekmig y cmpameziute NAAHY8AHH, A MAKOHC
00CIOHCeHO NpoOIeMU Ma GUKIUKU, 3 AKUMU
CIUKAIOMbCSL 2POMAOU NIO HAC 8NPOBAOIICEHHS
yux nioxoodia. Okpemo HA20IOUIeHO HA BANCTU-
gocmi  po36y0o8u THCMUMYYILIHOT CHPOMO1C-
Hocmi epomad ons epexmuenoi peanizayii L{JCP
ma ix adanmayii 00 3MIHHUX YMO8 NOBOEHHO20
nepiody. Haodano pexomenoayii wyjo0o 800cKo-
HAEeHHs. MeMOOUK MOHIMOPUHEY 1 OYIHIOBAHHSL
docsienenns [JCP na micyegomy pigui. O6rpyH-
Mmo6aHo, WO Juule 3d HAABHOCMI AKICHOT
cmpamezii, 06’ €0HAHUX 3YCUTb | 83AEMOPO3)-
MIHHSL 8CIX CcmelKeon0epie Moxcauge 0ocse-
HeHHa memu "6i00yOoyeamu kpawe, Hixc Oyno".
Axyenmogano Ha momy, wjo 8i06y008a Kpainu
Mae 30ilCHI08AMUCA CRITbHUMU 3VCUNIAMU, HA
3acadax npo3opocmi, IHHOGAyil ma cmpame-
2iuHo20 bayenns. Busnaueno nidepcoky ponb
2pomao 'y nicaABOEHHIU 6i00y006i YVkpainu,
PO3KPUMO 3HAYEHHS! 0epIICABHOI peciOHANbHOL
nonimuky ma nputinamms J{opodicHvboi kapmu
OdeyeHmpanizayii, a marKoxic 8paxyeaHHs NOM-
pebu 0ocscHeHHs Yinell Cmanozo po3eUmKy y
epomaodax. Ilposedero pandicysamnts yineti cma-
71020 po38umKY 05 2pomao Binnuuuunu.

Kniouoei cnoea: cranmii po3BHTOK, I
CTaJIOr0 PO3BHTKY, CTpaTeris po3BUTKY IpoMa-
IIH, CTpaTeTivHe TUIaHyBaHHS, IIOBOEHHA BiOY-
JI0Ba, CTaje BlIHOBJIEHHS.

Theoretical studies of the issue have proven that the concept of
"sustainable development" has a rather wide range of interpretations. For the
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first time, this concept was proposed by the UN World Commission on
Environment and Development in 1987, in the Brundtland report, where it
was determined that"...development that meets the needs of the present, but
does not jeopardize the ability of future generations to meet their own needs
in the future" (Gerald & Filipenko, 2003). Sustainable or sustainable
development is a general concept that involves the need to establish a balance
between meeting the current needs of humanity and protecting the interests
of future generations, in particular, their need for a safe and healthy
environment (Shvorak et al., 2022). Datsenko (2023) studied the conceptual
foundations of the problems of sustainable development of the national
economy of Ukraine. In recent years, in scientific works on regional economy
and management, emphasis on increasing the efficiency of social and
economic growth has been transferred to the local level, which is due to the
spread of the decentralization theory of management in the countries of the
world (Pavlikha et al., 2022). Therefore, the study of the development of
communities and the formation of strategies for their development in the
context of an approach focused on achieving the goals of sustainable
development (hereinafter referred to as the SDGs-centric approach) require
detailed study and implementation.

Panchyshyn and Vdovin (2023) studied the components of sustainable
development of territorial communities and regions under the conditions of
social and political challenges. Derun and Kocherga (2021), O. Vasylieva
and N. Vasylieva (2018) considered the features of strategic planning for the
sustainable development of territorial communities. Scientists T. Fesenko and
G. Fesenko (2020) studied the innovative environment of the city as a factor
in the sustainable development of the community. The work of Dynnyk
(2023) is devoted to the strategizing of regional development under martial
law. In turn, Kovalenko (2018) analyzed the state and prospects for the
implementation of the Sustainable Development Goals in Ukraine. In the
work of Radzihovska et al. (2023) determined the peculiarities of evaluating
the results of regional development programs in Ukraine. Among modern
foreign scientists, we can single out the publication of Clement et al. (2023),
where the smart grid strategy is considered as a driver of local achievement
of the SDGs. Also noteworthy is the work of Conroy and Wilson (2024) on
revising sustainable development planning in light of contemporary changes
and human needs.

According to the Mapping Innovations Patents and the Sustainable
Development Goals (2024) research on technological industries, there is a
relationship between, for example, goals such as SDG 9 "Industry,
Innovation and Infrastructure" and SDG 3 "Strong health and well-being". At
the same time, each SDG covers a variety of technologies aimed at achieving
the respective goal, although there is some duplication, for example,
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"Reducing greenhouse gas emissions" appears in both SDG 9 "Industry,
innovation and infrastructure" and SDG 13 "Combating climate change"
(Figure 1).

Greenhouse Digital
Gas Emission Health
Reduction

Greenhouse
Gas Emission
Reduction

Figure 1. Study of 100 technologies related to the SDGs

Source: (Mapping Innovations Patents and the Sustainable Development Goals, 2024).

Despite active research on the specifics of strategic planning for the
achievement of the SDGs, issues of the specifics of planning the achievement
of the SDGs remain outside the attention of domestic scientists, not at the
global, but at the regional and local levels, namely at the level of regions and
communities. It is also important that the strategies and programs of social
and economic development of different levels do not duplicate each other and
do not have a fragmentary nature, complementing the implementation of
local strategies for the implementation of national and global strategies, in
particular in the field of Central Development.

The aim of the research is to develop proposals for taking into account
the features of the Central Committee-centered approach to the strategic
planning of the development of communities in Ukraine and the achievement
of sustainable development indicators at the current stage of the functioning
of communities on the example of the communities of Vinnytsia.
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The research is based on the scientific assumption that taking into
account the features of the Central Committee-centered approach to the
strategic planning of the development of communities in Ukraine will lead to
the improvement of indicators of sustainable development at the current stage
of the functioning of communities and to the sustainable development of
Ukraine.

The theoretical and methodological foundations of the research were the
works of domestic and foreign scientists regarding the concept and features of
strategic planning, the specifics of community development, as well as inclusion
in the program documents of the Central Development Program and the
development of indicators of their achievement. The research used the assessment
of qualitative, quantitative and social indicators, as well as the methods of
positional analysis, focus groups, diagnostic interviews, expert assessments,
measurement and comparison, system analysis and modeling.

The main part of the article consists of three sections, which
consistently consider the issue of the essence of the SDGs-centric approach
to the formation of program documents in communities, determine the degree
of correlation of the SDG with the strategic goals of communities, provide
suggestions for taking into account the SDGs-centric approach to the
strategic planning of community development in the context of sustainable
restoration of Ukraine.

1. The essence of the SDGs-centric approach to the development
of program documents in communities

At the regional and local levels, appropriate sustainable development
strategies of regions and individual cities already exist and will continue to be
adopted, but they do not take into account all the Goals of global sustainable
development and SDGs for Ukraine, in particular, as their modern legal
framework does not take into account. Local strategies are a document of public
agreement, ideally a mutually beneficial contract signed by its participants, who
thereby accept obligations for its implementation (Derun & Kocherga, 2021).
Therefore, it can be concluded that the implementation of the SDGs in strategic
documents at the local level, in particular at the level of territorial communities,
is a complex but inevitable process. In this context, it is worth emphasizing the
importance of the 17 goals of sustainable development "Partnership for
sustainable development" and involving local authorities, active public and
business in this process.

In general, a strategic plan is a long-term program (roughly 8—12 years)
for the city community to achieve an independently set goal. The criterion of
long-term planning means that the plan defines new opportunities (sources,
volumes and structure of income and expenses), in contrast to a short-term
(operational) plan, in which opportunities are predetermined (volumes and
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structure of expenses are fixed in advance). The strategic plan consists of the
Community Development Strategy and the Strategy Implementation Plan. The
community development strategy (hereinafter referred to as the strategy) is a
conceptual document that contains a vision of the future, development
directions, and a target block of a number of strategic and operational goals.

Strategic planning is the implementation of a conscious choice: goals;
means of solving problems (and/or realization of opportunities); the desired
"scenario" of events (the desired "trajectory” of changes) with the possibility
of consciously influencing this "scenario" during its implementation (Metho-
dical recommendations, 2018).

Regarding the sequence of strategic planning, various scientists name
from 5 to 7 different stages of strategy formation. However, in the context of
this research, it is extremely important that the strategic and operational goals
of the strategy should be aligned with existing community and regional
(regional) strategies and specific programs. In addition, in our opinion, it is
important to ensure the sustainability of the development of the community,
however, it must be ensured in several aspects. Ensuring sustainability means
allowing the process to continue for a long time.

So, program sustainability is the vitality and vigor of the process of
learning and growth in the community. Environmental sustainability means
the prosperity of the natural systems on which life on earth depends. Social
and cultural sustainability is how development affects the social and cultural
environment of people’s existence. Economic sustainability means the
continued provision of wealth and prosperity. Economic sustainable deve-
lopment, like biological development, increases the variety of strategies.
Economic sustainability means not only production, but also the fair distri-
bution of goods in such a way that all members of society can meet their basic
needs. Political stability is a process of decision-making, establishment and
distribution of power. The process of community development is not viable if
the political forces opposing it are stronger than the political forces supporting
it. Therefore, it is very important to enlist the support of organizations and
leaders that influence the political and economic environment. The challenge
for the development of communities is the harmonization of environmental,
social, economic, political and cultural needs, and not the development of
some types of needs thanks to others (16 principles, 2024).

2. Degree of correlation between the SDGs-centric and the stra-
tegic goals of communities

During December 2023, 2 focus groups were prepared and held with
representatives of Vinnytsia communities within the framework of the
project "Strengthened partnership for sustainable recovery" with the support
of the Swedish government and the United Nations Development Program
(UNDP) in Ukraine (Figure 2).
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Voronovytska
erritorial community

Lityn territorial
community

Mahnivka territorial

Zhmerynka territorial
community

Bar city territorial

territorial community

Nemyriv territorial

territorial community

Figure 2. Representation of communities in Vinnytsia region in the focus group
Source: compiled by the authors based on the analysis of the focus group results.

The focus group method as a form of moderated group discussion is a
type of qualitative research (collection of qualitative data, verbal and non-
verbal information), discussion of a certain topic with a small homogeneous
group of representatives of the target audience under the guidance of a
moderator. The quantitative composition of the focus groups is represented
by 25-28 participants from 18 territorial communities of the Vinnytsia
region. A focus group allows you to quickly obtain in-depth information;
identify differences in understanding or perception of a certain problem,
event or phenomenon, motivation. Focus groups are most often used to
generate ideas, test hypotheses, clarify data, interpret results; studying the
specifics of a certain situation (Ibrahimova, 2019).

In Figure 2 it is shown that representatives of Vinnytsia communities
took part in the discussion in two focus groups, mostly from Vinnytsia CTC,
Stryzhavska TC, as well as from those quite far from the regional center, for
example, Lypovetska TC, Barska CTC, Illinetska TC and others. Thanks to
reaching the audience, the moderators tried to identify the problems and
needs of the Vinnytsia communities in understanding the importance of a
Central Development Strategy-centered approach to strategizing at the local
level. Representatives of local self-government bodies and local executive
bodies took part in the meetings. Belonging to local public authorities makes
this target group homogeneous and relevant to the research objectives.

Another question that the participants discussed during the focus
group was how well the respondents had information about the Global
Sustainable Development Goals 2030 (Figure 3).
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goals of sustainable
development)

Figure 3. Distribution of focus group participants by level of awareness
of the Global Sustainable Development Goals 2030

Source: compiled by the authors based on the analysis of the results of the focus group.

Thus, 5 participants answered that "they are very well aware, the goals
are fully or partially implemented in the community strategy. 13 participants
noted that the knowledgeable "well, when developing a community deve-
lopment strategy, they tried to develop tasks that take into account the goals
of sustainable development." 8 participants of the focus group noted that they
know about the existence of the Central Bank and have read about them in
the media. It is important that representatives of Vinnytsia communities who
know nothing about the Central Committee were not identified.

The next stage of the research was the determination of the signi-
ficance of the Central Bank for a specific community (Figure 4).

17 Partnership for sustainable development [z 17
16 Peace, justice and strong institutions |[Frrrrrrrrrrrrs ZZrzrrZ7 10
15 Protection and restoration of terrestrial ecosystems [ izt rrrrirrirrirriri (Y
14 Conservation of marine resources [Z= z rrrrrrirrrrrrrrrrrirrrrzza R Ul
13 Mitigating the effects of climate change [= rrrrrrrrri RN K)
12 Responsible consumption and production [= Z 112

11 Sustainable development of communities and cities [Z3 |

10 Reduction of inequality rrrsrrrsrrrsiirsirrsirisiresirii B

9 Industry, innovation, infrastructure [FZZZzzza 3
8 Decent work and economic growth |[FZrrmmmmza 5

7 Affordable and clean energy | |

6 Clean water and proper sanitary conditions [ZZZz3 2

5 Gender equality FF TS TE LTS ST TSI TE ST LTS IS ET SIS T di v siisiriiin BN
4 Quality education |[Frmrrmzmr77r] 6
3 Good health and well-being |mzzzznn 4

2 Overcoming hunger, development of the rural state |[Frrrrrrrrrrrrrrrrs §

1 Overcoming poverty |[Frrrrrrrrrrrrrrrr ] 9

0 2 4 6 8 10 12 14 16 18
Figure 4. Importance of the Central Bank for your community

Source: compiled by the authors based on the analysis of the results of the focus group.
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Based on Figure 4, it can be concluded that, for the most part, for
Vinnytsia communities, the most important SDGs are goal 11 "Sustainable
development of cities and communities", goal 6 "Clean water and proper
sanitary conditions", goal 9 "Industry, innovation and infrastructure".

At the same time, the focus group analyzed which SDGs are
implemented in the strategy of the territorial community, so the following
visualization is observed (Figure 5). In addition, participants could choose
up to three answers to this question.

Partnership for sustainable development ] 43

Peace, justice and strong institutions e 33

Protection and restoration of terrestrial ecosystems [==] 3

Conservation of marine resources

Mitigating the effects of climate change [ 3

Responsible consumption and production

Sustainable development of communities and cities

Reduction of inequality

Industry, innovation, infrastructure

Decent work and economic growth

Affordable and clean energy

Clean water and proper sanitary conditions

Gender equality

Quality education

Good health and well-being R N )

Overcoming hunger, development of the rural state [Fmmrrrrrrrrrrmrrroeroreey] - 35

Overcoming poverty [E3 3

0 10 20 30 40 50 60

Figure 5. The CSR implementation of the TC development strategy, according
to the results of the focus group, %

Source: compiled by the authors based on the analysis of the focus group results

As it can be seen from Figure 5, the most implemented SDGs in exis-
ting community development strategies are goal 11 "Sustainable develop-
ment of cities and communities", goal 3 "Strong health", goal 4 "Quality
education". We propose to compare the SDGs that are most needed by
Vinnytsia communities and which are the most implemented in order
to understand whether the needs of the communities are met, and to identify
gaps and needs for the formation of further recommendations. We assign a
rating of 17 to the goals that received the most votes, and a rating of 1 to the
goals that were considered the least relevant by the representatives of certain
communities (Figure 6).
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Rating assessment

Sustainable development goal

--<1--- Implementation —O— Importance

Figure 6. Correlation between the SDG importance for the community
and the degree of their implementation in the development strategies
of Vinnytsia communities

Source: compiled by the authors based on the analysis of the focus group results.

From Figure 6, it can be observed the ratio of important goals for the
community and already implemented SDGs. So there is a logical relationship
for almost all purposes. Needs and implementation correlate well for goals 2,
7,8, 11, 16. However, we see unmet needs in other goals. Thus, according to
goal 6 "Clean water and proper sanitary conditions", the need prevails over the
implementation by 2 points; goal 9 "Industry, innovation and infrastructure" the
identical difference is 4 points; goal 13 "Combating climate change" — a diffe-
rence of 2 points. According to the focus group, the degree of implementation
prevails over the defined need for other goals. Therefore, it can be concluded that
the strategies of local development of Central and Eastern Europe (at different
levels) somehow take into account or are determined by the need to solve
problems of local importance. So the most important goals for the community
(received the highest ranking scores) are goals 11, 6,9, 3, 8 (in descending order).
That is, these are 5 goals that community representatives consider the most
important for their own communities.

It’s considered how high the probability of their achievement is,
according to the Voluntary National Review "Ukraine’s Sustainable
Development Goals" (2021). During the preparation of the Review for
Ukraine, an innovative method for the country was used, namely: a metho-
dology was developed and adapted for a detailed assessment of the state of
achievement for each of the 17 goals according to national indicators. Based
on the results of calculations using this methodology, analysis of calculation
data and their comparison with the target values of benchmarks for
achievement in 2020 (established in the basic Report on the Central Develop-
ment Strategy), the goals were ranked according to the degree of probability
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of achievement (high, medium, low, very low). Ukraine managed to ensure
progress on 15 out of 17 goals (Voluntary National Review, 2021). This
method has three consecutive steps: calculation of the actual average annual
growth rate; calculation of the necessary (target/theoretical) growth rate to
achieve the goal; calculation of the ratio of required and actual growth rates

(Figure 7).

SIGNIFICANT PROGRESS .
CONSIDERABLE Goal has been achioved
PROBABILITY o will be achievod

MIXED PROGRESS: ; e
MEDIUM / MODERATE PROBABILITY -

SMALL PROBABILITY

= 3
Ty £ & Goal will be achieved, { Goal will be achieved,
IﬂE p= M % H if substantial efforts H if respective actions are taken
E = g ; H are taken immediatety

i Target might be met, subject
Goal might not i tothe availability of sufficient

be achieved i resources and the commitment

Figure 7. Ranking of goals according to the integral assessment of progress
in CDS achieving, in the section of each according to the relevant indicators

Source: (Voluntary National Review, 2021).

So, according to the Voluntary National Review (2021) and according
to Figure 7, it should be noted that goal 11 has weak positive dynamics that
needs significant acceleration, goal 6 has positive dynamics that needs some
acceleration, goal 9 1s almost unattainable, has negative dynamics and a low
probability of achievement, goal 3 is achieved or has a high probability of
achievement, goal 8 is a positive dynamic that needs a certain acceleration.

3. Proposals for taking into account the SDGs-centric approach
to the strategic planning of community development in the context of the
sustainable recovery of Ukraine

The main task is to make local authorities, businesses, civil society
organizations, and every member of society aware of the necessity,
expediency, and significance of the CDS implementation in the process of
strategic planning and programming (Derun & Kocherga, 2021). The process
of CDS integration into local strategic documents has several stages:

« conducting information companies, trainings, focus groups, infor-
mation sessions on the importance of SDG achieving till 2030 at all levels of
management;

« goals coordination of local strategies with the Central Development
Strategy, determination of priorities in solving problems of local importance,
taking into account the threefold essence of sustainable development;

« integration of program documents with work plans of relevant public
administration bodies and other stakeholders, effective partnership;

o transparency and reporting on CDS achievement and fulfillment of set
tasks. Informing the public and involving it at all stages of interaction.
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It should also be remembered that communities act as an important factor
in ensuring harmony between economic, social and ecological development,
according to the Roadmap presented by the Ministry of Community Deve-
lopment, Territories and Infrastructure of Ukraine regarding the continuation of
the reform of local self-government and territorial organization of power in
Ukraine (Decentralization Roadmap, 2024).

The decentralization roadmap provides for taking into account the
requirements for the activities of local government bodies, so that they meet
European standards and principles of good governance. Also among the main
tasks of the continuation of the decentralization reform: the creation and use
of local statistics, the collection of accurate digital data, the improvement of
the system of public consultations and internal control, strengthening the
financial stability and efficiency of local communities, including tax reform,
as well as the development of urban associations, etc. The decentralization
roadmap is aimed at carrying out reforms in the coming years. This document
must comply with the State Strategy for Regional Development until 2027
and the Development Plan of Ukraine. Therefore, communities as leaders of
reconstruction will have the characteristics defined in Figure 8.

Capable

@G

Figure 8. Signs of communities are leaders of reconstruction

Source: (Decentralization Roadmap, 2024).

These features of the community should serve as the basis for the
reconstruction of Ukraine on the basis of sustainable development, and the
communities should be the leaders of this process. Each community can use
these principles as a way for its own reconstruction and development. Cha-
racteristics of a capable community are the main indicators that determine
the effectiveness and sustainability of local communities in their develop-
ment and functioning.

An important aspect of a community sustainable development strategy
is the adaptation of goals to the conditions caused by war and taking into
account the consequences of destruction and damage. The Recovery Plan of
Ukraine, which has 15 national programs, is becoming a key tool for
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achieving sustainable development, as it takes into account and responds to
the country’s basic needs in the context of the conflict and the recovery
process. Adapted sustainable development goals will contribute to the
effective integration of national efforts in the restoration and creation of
sustainable and developed communities (Bondar, 2023).

In difficult circumstances, but with the support of international
partners, such as the United Nations Development Program (UNDP),
Ukraine adopts the concept of "Build Back Better" or BBB (Build Back
Better), (UN Program, 2024).

According to the analysis of the importance of the goals of sustainable
development for representatives of the communities of Vinnytsia (based on the
data of Figure 4, 6), the third chapter of the publication focuses on the concept
of "Restore better than it was". Communities, in particular, identify Sustainable
Development Goal 11 "Sustainable development of cities and communities" as
important, but progress remains limited. In our opinion, active efforts of all
stakeholders are needed to achieve the goals, especially in the context of
environmental challenges and emergency management. It is impossible to
ignore both the economic block of the problem (because the economic base of
the development of the community and society can become the basis for
achieving other goals of sustainable development), and the social component
(the citizen usually does not care who provides the services, the main thing is
that those services are of high quality, accessible and inclusive, took into account
the needs of all interested parties and were comfortable when receiving the
service, as well as in the process of living in a certain area).

Conclusions

A SDGs-centric approach to the reconstruction of Ukraine and
community development is important because of the complexity of solving
development problems, including economic development, social stability,
environmental protection, and the establishment of peace and justice. Each
goal is important in the general context, but success in achieving them is
possible only under the condition of interaction and cooperation at all levels
of management, as evidenced by the goal of sustainable development 17. In
the research, we have identified the features of the SDGs-centric approach to
strategic planning of community development, analyzed the level of
achievement Central Committee in Vinnytsia communities, identified weak
points that should be paid attention to in order to update local strategies and
formed an evidence base for proving the hypothesis based on the research.

A number of proposals have been developed taking into account the
indicators of sustainable development at the current stage of community
functioning. During the research, it was found that the most important goals
for Vinnytsia communities are:11 "Sustainable development of cities and
communities", 6 "Clean water and proper sanitary conditions"; 9 "Industry,
innovation and infrastructure", 3 "Strong health and well-being", 8 "Decent
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work and economic growth". However, it has been proven, according to the
Voluntary National Review "Ukraine’s Sustainable Development Goals"
(2021), that the degree of their achievement remains different: from positive
dynamics that need to be accelerated (goal 8) to almost unattainable (goal 9).
In view of the above, local public administration bodies are recommended to
record in their program documents the achievement of these goals and
relevant indicators for the sustainable development of communities and
Ukraine in general.

Thus, community development strategies must be updated and worked
out in accordance with changing conditions and available resources, taking
into account external and internal risks. Without a quality strategy, joint
efforts and understanding, it will be impossible to achieve the goal of
"Rebuilding better than it was". Therefore, communities need to have
information about existing strengths and growth points, take responsibility
for their development and rebuild the country with joint efforts, based on
transparency, innovation and strategic vision.

Further research will be concerned with monitoring and evaluating
how effective updated community development strategies are in conditions
of instability and what factors influence their successful implementation. It
1s also worth investigating innovative methods and tools that can be used by
communities in managing external and internal risks, in particular, how
communities can predict and minimize the impact of these risks on their
development.
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HOSPITALITY DEVELOPMENT
STRATEGY: REGIONAL
CONTEXT

Having a strategy for the development of the
hospitality sector for any region will not only
contribute to the establishment of a structured
dialogue between the authorities and business in
the service sector, but will also ensure the
effective use of resource potential, the creation
of new jobs, an increase in revenues for budgets
of all levels, stable development and realization
of export potential region European integration
processes and economic problems caused by
Russia’s aggression actualize this issue, parti-
cularly in the context of determining its impact
on the social and economic development of the
region and the country in general. Within the
framework of the research, the hypothesis was
put forward that the development of the hotel-
restaurant and tourism business in the region
depends on the priorities of strategic develop-
ment and the formation of the regional strategy
for the development of the hospitality sector. The
research was carried out on the basis of the stu-
dy of foreign experience, diagnostics of the
activities of hospitality enterprises of the Cher-
nivtsi region, surveys of entrepreneurs in the
field of hospitality, the use of comparison and
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Hassnicme cmpamezii  pozsumky cgepu
20CMUHHOCMI 0]11 OYO0b-5IKO20 Pe2iOHY He MIIbKU
CRpusimume HAIa200ACEeHHIO CMPYKMYPOBAHO2O
dianozy midxc 6140010 ma Oiznecom y cghepi
nocnye, ane i 3abesneuums egeKmusHe 6UKO-
PUCMAHHS PecyPCHO20 NOMEHYIANY, CIMBOPEHHS
HOBUX pOOOYUX MicYb, 30i1bUEHHS HAOX00HMCEHD
00 06100xcemis ycix pienig, cmabiibHuu po3-
BUMOK I peanizayilo eKCNOPMHO20 NOMEHYIALY
peciony. €spoinmezpayitini npoyecu ma eKoHo-
MIYHI npoblieMu, CnpuyuHeHi azpecielo pocii,
akmyanizyromos yio npoobremMamuxy, 30Kpema y
KOHmeKcmi 8U3HAYEHH s il 8NIUBY HA COYIAIbHO-
EKOHOMIYHUL PO3BUMOK pe2iOHy ma KpaiHu
3aeanom. Y meoducax OoCniodcenHs BUCYHYMO
2inomesy, wo pPO3BUMOK 20MeNbHO-PEeCopaH-
HO20 ma MypucmuyHoz2o 0Oi3Hecy 6 pecioHi
3anexcums 6i0 nNpiopumemie CMpameiuHO20
po38umKky i opmyeaHHs pezionanvHOi cmpa-
meeii pozeumxy cgpepu eocmunnocmi (PCPCT).
Jlocniooicenns 30iliCHeHO HA OCHOBI BUBUEHHS
3aKOPOOHHO20 00CBI0Y, OIAZHOCMUKU OBUIbHOCHII
nionpuemcme cocmunnocmi Yeprieeyvkoi oonacmi,
ONUMYy6aHHs. NIONPUEMYIE Cchepu 20CMUHHOCMI,
BUKOPUCMAHHSL ~ MemoOoi8  NOPIGHAHHA — mda
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modeling methods. According to the results of
the survey, additional criteria to the basic
guidelines defined by the Law of Ukraine "On
the Basics of State Regional Policy” were
revealed, which must be taken into account when
forming the regional strategy for the develop-
ment of the hospitality sector for a specific
region. A structural model of the formation of the
regional strategy for the development in Cher-
nivtsi region has been developed. Based on the
research of relevant European experience, it was
established that the formation of regional
strategy for the development should be aimed at
creating conditions for the full realization of the
region’s tourism potential, building infrastruc-
ture in accordance with international standards
and creating new competitive advantages. The
results of the research confirm the relevance of
the formation of the hospitality development
strategy, especially in those regions where there
is adequate resource provision and development
prospects. In practice, the results of the research
can be used by local authorities, public organi-
zations and businesses. Due to the fact that the
regional strategy for the development of the
hospitality sector has a three-part character,
combining state, regional and interregional
(cross-border) policies, the issue of determining
its impact on the social and economic develop-
ment of the region and the country in general
requires further research.

Keywords: organization, regional strategy,
region, development, hospitality industry, Euro-
pean experience, criteria, structural model.

JEL Classification: 183, R58, R59.

Introduction

MoOenosants. 3a pe3yibmamamy OnUmMyeaHHs.
PO3KpUmMoO 000amKo6i Kpumepii 00 0CHO80NO-
JIOJICHUX ~ OpieHmupis, —eusnaueHux 3aKoHom
Yrpainu "lIpo 3acadu deparcasnoi pecionanbHoi
nonimuxu”, wo Mmaloms Oymu 6paxoeaHi 3a
dopmysannss PCPCI 05151 KOHKpemHo20 peziony.
Pospobreno cmpykmypry modenv popmysearms
PCPCI" y Uepniseyvkiti obaacmi. Ha ocnogi
BUBYEHHS BIONOBIOHO20 E€BPONEUCHKO20 Q0CBIOY
ecmanogneno, wo ¢opmysanns PCPCI" mae
bymu cnpsmogane Ha CMEOPEHHsT YMO8 Ols
NOBHOYIHHOI peanizayii mypucmuyHo20 nomeH-
yiany peeciony, po36yoogy iHgpacmpykmypu
OO0 MIDICHAPOOHUX CIAHOAPMIE MA CMBOPEHHS.
HOBUX KOHKYpeHmHUX nepesae. Pesynomamu
odocnidocerts nNiOMeEepoONCYIOmsb aAKMYAIbHICHb
gopmyeanns PCPCI, ocobauso 6 mux pezionax,
de ¢ 6i0nosione pecypcHe 3abesnedenwHs ma
nepcnexmusu pozsumxy. Ha npaxmuyi pesynb-
mamu OOCHIONCEHH MOJICYMb OYymu SUKOPUC-
MAaHi MICYeGUMU OP2aHAMU 61A0U, 2POMAICH-
Kumu opeanizayismu ma 6Oisnecom. Yepes me,
wo PCPCI maec mpuedunuii xapaxmep, no€omy-
10Ul 0epIHCABHY, Pe2iOHANbHY | MidCPe2iOHANbHY
(MPaAncKopOOHHY) NOAIMUKY, NUMAHHA 6U3HA-
YenHs il 6NAUGY HA COYIANbHO-eKOHOMIUHUL
PO36UMOK pe2ioHy ma Kpainu 3a2anom nompeoy-
0Mb NOOANLUIUX OOCTIONCEHD.

Kniouoei cnosa: dopmyBanHs, perio-
HaJbHa CTpaTerisl, perioH, po3BUTOK, chepa roc-
TUHHOCTI, €BPOIEHCHKUI JOCBiN, KpHUTEpii,
CTPYKTYpHA MOJIEJb.

In the conditions of martial law and the difficult economic situation

caused by Russia’s aggressive war against Ukraine, an effective regional
strategy for the development of the hospitality sector can become a
stabilizing factor in the production and provision of services and a source of
currency and material and technical income for the structural restructuring of
the region’s economy. Considering the regional policy of the EU, where the
main goal is to solve the problem of territorial, social and economic imba-
lance that exists between different regions and should be aimed at creating
jobs, business competitiveness, economic growth, sustainable development
and improving the quality of life (Van Lierop & Margaras, 2019), the
formation of the hospitality development strategy for any region will not only
promote dialogue between the authorities and business in the field of
hospitality, but will also ensure the effective use of resource potential, the
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creation of new jobs, an increase in revenues for budgets of all levels, stable
development and realization of export potential region Solving the problems
of the formation of regional strategy for the hospitality development, in
particular, determining regional features, establishing additional criteria and
developing a structural model of the strategy in the region, will ensure an
increase in the number of enterprises in the field of hospitality, increase the
quality of service and create conditions and promote the sustainable deve-
lopment of the industry.

The question of forming a regional strategy for the development of the
hospitality industry has been studied by many foreign and domestic
scientists. Thus, Sabi¢ and Vujadinovi¢ agree with the prevailing opinion that
regional development is closely related to the use of internal potential, and
the regional strategy should be formed taking into account the identity and
unique features of the region. They consider natural and human resources,
the level of technological development, capital, knowledge, institutional and
legislative framework, values, ethics and commitment to be the main factors
of the region’s development (Sabi¢ & Vujadinovié, 2017). Akilina and
Panchenko focus their attention on promising tasks related to the conti-
nuation of the reform of regional development, in particular, "the new state
regional policy requires legislative changes and synchronization of legis-
lation in many areas. Regional development should combine the following
components: state interests, regional interests, local interests, interests of
legal entities and individuals located in a certain territory" (Akilina
& Panchenko, 2021). Characterizing approaches to the formation of regional
policy, tools and directions of response in the conditions of modern cha-
llenges, Storonyanska and Benovska note: "Although European principles
have been introduced into the new regional policy in Ukraine, it has a number
of development features related to its integration into the system of industry
policies , and is therefore characterized by dependence on them, a shift in
emphasis from the regional to the local level, and a decrease in the resource
and institutional capacity of the regions" (Storonyanska & Benovska, 2023).

The issue of the development of the hospitality industry, especially
during the pandemic and hostilities in Ukraine, was studied by a group of
scientists led by Mazaraki, who determined the level of security of
investments in hotel real estate and developed general recommendations for
its provision (Mazaraki et al., 2022, p. 182). Many scientific works are
devoted to the development of tourism. Thus, Tkachenko and Kozoriz prove
that tourism is highly elastic to respond to any external and internal
environmental influences, reacts vulnerable to large-scale social, political
and economic events, and obviously did not become an exception to the
negative transformations in the country associated with a full-scale war. In
particular, inbound tourist flows have significantly decreased, the number of
operating enterprises and the number of employed have decreased; negative
dynamics can be traced in the indicators of net income and profitability of
enterprises; the vast majority of regions showed a significant decrease in
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revenues from tourist tax, etc. (Tkachenko & Kozoriz, 2024, p. 457). At the
same time, analyzing the level of development of the hotel services market
in the regions of Ukraine, Gerasimchuk and Sydoruk claim that "the
assessment of the level of development of the hotel services market in the
regions of Ukraine involves the analysis of partial indicators that reflect
significant disparities in the state of development of regional hotel services
markets, which in many cases is caused by irrational the use of resources,
differences in the provision of hotel infrastructure, insufficient financial
support of hotel complexes, changes in the socio-economic situation in the
country, as well as taking into account the state of use of hotel services in
the region" (Gerasimchuk & Sydoruk, 2014, pp. 79-80).

In addition, the analysis of the latest publications shows fragmentary
studies of the activities of hotel, restaurant and tourism businesses and the
lack of conscious activity of regional authorities aimed at the development of
the hospitality sector, which requires a comprehensive approach and the
formation of an appropriate regional strategy for the development of
the hospitality sector, which will cover all the most important types services:
their production and sale; population employment; placement of service
facilities; stimulation of tourism development, etc.

In the course of the research, the hypothesis was put forward that the
development of the hotel-restaurant and tourism business in the region
depends on the priorities of strategic development and the formation of a
regional strategy for the development of the hospitality sector.

The aim of the research is to develop a structural model of the regional
strategy for the development of the hospitality sector on the basis of the
generalization and implementation of advanced foreign practices, diagnostics
of the activities of enterprises in the hospitality sector; determination of
additional criteria for a specific region to the basic guidelines defined by the
Law of Ukraine "On the Basics of State Regional Policy"; and establishing
separate requirements that must be taken into account when forming the
regional strategy for the hospitality development.

The research was carried out on the basis of the study of foreign
experience, diagnostics of the activities of hospitality enterprises of the
Chernivtsi region, surveys of entrepreneurs in the field of hospitality, the use
of comparison and modeling methods. In the first section of the main part of
the article, the European experience of forming a regional policy for the
development of the hospitality sector is considered and regional opportunities
are established. In the second, approaches to the formation of a regional
strategy for the development of the hospitality sector were proposed and a
diagnosis of the activities of the enterprises of the hotel and restaurant
business of the Chernivtsi region was carried out. In the third section,
regional features and additional criteria are established, and the structural
model of the regional strategy for the development of the hospitality sector
in Chernivtsi region, developed by the authors, is presented.
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1. European experience in the formation of regional hospitality
development policy and cross-border opportunities

In the conditions of martial law and the acute shortage of financial
resources in Ukraine, carrying out organic changes at the regional level can
become one of the self-sufficient sources of activation of economic and social
development. Scientists Melnyk and Adamyk note that "the experience of
solving the problem of regional development of European countries,
modernizing their regional policy in view of the influence of global factors,
assessing the possibilities of further implementation of international practices
and standards in accordance with the priorities of the policy of European
integration of Ukraine deserves attention" (Melnyk & Adamyk, 2013, p. 58).

According to the results of the study of various models of regional
policy, it can be determined that the most effective in Europe are the German
and Irish institutional models of regional policy. This is best demonstrated
by the example of the successful restructuring of Germany’s eastern lands.
Experts note that German regional policy owes its success to several factors,
the most important of which is the perfect organization of institutions
responsible for regional development, as well as significant financial and
organizational assistance to the eastern states from the federal government
and the western states. Responsible for regional policy in Germany is mostly
regional self-government (land), which has at its disposal not only powers,
but also appropriate funds. Therefore, lands develop their own development
strategies and independently take measures to implement investment projects
(Bereza, 2005, p. 276). Regarding the Irish institutional model of regional
policy, the Irish government has created quasi-regional advisory structures,
which include representatives of local authorities and other social partners,
the purpose of which is to develop a network of cooperation between local
authorities, entrepreneurs, public organizations and development agencies
(Bereza, 2005, p. 272), which directly belongs to the formation of a regional
strategy for the development of the hospitality sector.

The experience of the Suceava County (Romania) in the formation of the
regional strategy for the hospitality development contributed to the identification
of the main components of the regional policy model. Thus, the hospitality
development policy is aimed at the implementation of the Tourism Development
Strategy in Suchavsky District, which provides for the formation of the external
image of the region, the effective use of natural potential, the development of
infrastructure, the preservation of cultural and historical heritage, the development
of gastronomic tours, professional training of specialists, hospitality, etc.
(Municipiul Suceava, 2022). The experience of Suchavsky District shows that
regional strategy for the hospitality development should be formed on priority
services in the field of hospitality, characteristic of the region.

In general, the European experience of the formation of the regional
hospitality development confirms that it is not only the policy of the center
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regarding the determination of tax payments and benefits, the creation of
investment attractiveness of territories, the legal provision of social,
environmental, institutional and other support mechanisms for peripheral
regions, but also the internal regional policy, which is carried out by the
governing bodies independently taking into account national interests in
order to increase the welfare of the population, efficient management, social
justice and political stability of the local community.

In Ukraine, the Presidential Decree "On the Concept of State Regional
Policy" (2001) determined that "the main goal of state regional policy is to
create conditions for the dynamic, balanced socio-economic development of
Ukraine and its regions, to raise the standard of living of the population,
to ensure compliance with state-guaranteed social standards for each of its
citizens, regardless of place of residence, as well as deepening the processes
of market transformation based on increasing the efficiency of using the
potential of regions, increasing the effectiveness of management decisions,
improving the work of state authorities and local self-government bodies."

Cross-border factors are important for the border regions bordering
the countries of the European Union and Moldova, especially in the processes
of European integration.

One of the tasks of the state regional policy is to "establish international
cooperation in the field of regional policy, bring the national legislation on this
matter closer to the norms and standards of the European Union, as well as the
development of cross-border cooperation as an effective means of strengthening
interstate relations and solving regional problems" (Decree of the President of
Ukraine " About the Concept of State Regional Policy", 2001). As Sabi¢ and
Vujadinovi¢ emphasize: "Regional development and regional policy, aimed at
expanding opportunities for establishing relations with international companies,
have advantages that increase the competitiveness of regional companies and
the region itself" (Sabi¢ & Vujadinovié, 2017). To improve state regulation in
the field of state regional policy implementation, it is envisaged to "stimulate
the development of cross-border and interregional economic ties based on
industrial cooperation and integration, the creation of appropriate industrial and
financial groups, other modern forms of business; it is envisaged to develop
proposals on the legislative expansion of the capabilities of local executive
bodies and local self-government bodies for the development of cross-border
and interregional economic cooperation and on the regulation of such
cooperation" (Decree of the President of Ukraine "On the Concept of State
Regional Policy", 2001).

The generalization and implementation of the European experience in
the formation of the regional hospitality development will ensure the effect-
tive use of the hotel and restaurant infrastructure and other resources of the
region for long-term economic growth and strengthening the competitiveness
of hospitality services.
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2. Approaches to the formation of a regional strategy for the
development of the hospitality sector and the activities of enterprises of
the hotel and restaurant business in the Chernivtsi region

Using the example of the Chernivtsi region, which borders Romania and
the Republic of Moldova, it was established that cross-border cooperation, the
activities of the Euroregions "Upper Prut" and "Carpathian", participation in the
EU Strategy for the Danube region, which contribute to the expansion of ties,
are significant advantages in the formation of the regional strategy for the
hospitality development with foreign business partners and are important
components of the social and economic development of the region.

A special place in the foreign economic interests of the Chernivtsi
region is occupied by relations with the border regions of Romania as an EU
country. Andreyko, quoting the former Extraordinary and Plenipotentiary
Ambassador of Ukraine to Romania Yu. Malka, notes: "Such a situation is
caused by many factors: geopolitical location, historical heritage, significant
reserves and unrealized potential opportunities in the field of trade and
economic development, the participation of Ukraine and Romania in regional
and international organizations, as well as Romania’s membership in NATO
and the European Union, which today is of the greatest importance for the
development of regional cooperation" (Andrejko, 2010).

As for the regional strategy formation of the hospitality development, it
should take into account various trends that are under the influence of almost all
regions of Ukraine. These are primarily exogenous factors, which include military
actions on the territory of Ukraine, processes of globalization, digitalization and
innovative development, and the growth of competition.

According to the proposal of scientists of Bukovyna, regional hospi-
tality development should be based on "regional features and modern trends
in the development of the hotel and restaurant business, the influence of
internal and external factors on the development of the hospitality sector, and
determine ways to optimize the activities of hotel and restaurant enterprises
of the region in crisis conditions" (Kyfyak et al., 2021).

It is also necessary to take into account the strategic goals defined by the
State Strategy for Regional Development for 2021-2027 (Resolution of the
Cabinet of Ministers of Ukraine No. 695, 2020), and the outline of the priority
tasks of regional policy, which provide for "accelerating the economic growth
of regions, increasing their competitiveness on the basis of effective use internal
potential, creation of new jobs, improvement of population employment,
creation of conditions for return of labor migrants to their homeland. It is this
that can provide a rapid and sustainable increase in the quality of life of a person,
regardless of where he was born, where he lives now and where he will live in
the future", as well as the Development Strategy of the Chernivtsi region for the
period until 2027 (Decision No. 1-36/ 20 of the XXXVI session of
the VII convocation, 2020), where strategic goal No. 1 is defined as "SMART
Increasing the competitiveness of the region through the sustainable
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development of agriculture, processing industry and tourism" and operational
goal 1.3. "Development of tourism and recreation". Therefore, the regional
strategy formation of Chernivtsi region hospitality development should be
aimed at creating conditions for the full realization of the region’s tourism
potential, building infrastructure in accordance with international standards, and
creating new competitive advantages in the field of hospitality.

At the same time, the situation in the market of hotel, restaurant and
tourist services in Chernivtsi region is unsatisfactory. The dynamics of hospi-
tality enterprises that provided temporary accommodation and catering
services in Chernivtsi region for 2020-2022 indicate a reduction in the
number of enterprises and the number of employees, as well as the unpro-
fitability of their activities (Table 1).

Table 1
Dynamics of performance indicators of hospitality enterprises
of Chernivtsi region for 2020-2022
Indicator Year Absolute Relative
2020 2021 2022 changes, +/— | changes, %

Number of enterprises (units) 90 92 71 -19 -21.1
Number of employed workers 608 508 244 364 599
(persons)
Volume of sold products and
services (UAH million) 47.0 76.6 79.7 32.7 69.6
Financial result of activity
(UAH million) -23.7 -21.9 -19.9 3.8 16.0

Source: compiled by the authors according to (Statistical yearbook of the Chernivtsi region
for 2022, 2023, pp. 342-360).

According to the Table 1, the number of enterprises in the field of
hospitality in the Chernivtsi region for 2020-2022, as well as the number
of employees employed in the field of hospitality in the region, has
significantly decreased. Restructuring of the tourism market as a result of the
pandemic and focusing demand on the domestic market in 2021, migration
of the population of Ukraine in 2022 due to the war to the west and, accor-
dingly, 100 percent filling of hotels in the Chernivtsi region in the first
months of the war with refugees from regions of active hostilities, devalue-
tion of the national currency and the growth of the consumer price index - all
this led to a significant increase in the volume of services in the field of
hospitality. However, the financial results of the region’s hospitality enter-
prises during the research period were characterized by negative values,
which indicate unprofitable activity. At the same time, the increase in the
volume of sales led to a decrease in the absolute value of losses.

One of the reasons for this state of affairs is the lack of a complex of
decisions of local authorities and the implementation of administrative and
economic measures that would contribute to the most effective functioning
of hospitality enterprises, which caused an urgent need for the formation of
the appropriate strategy for hospitality development.
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3. Determination of regional features, establishment of additional
criteria and a structural model development of a regional strategy for
the hospitality sector development in Chernivtsi region

Global trends in the development of the hotel, restaurant and tourism
business show that the field of hospitality can contribute to overcoming the
uneven development of individual territories of the region, revitalize the
regional economy thanks to the attraction of investments and additional
revenues to the local budget, support entrepreneurship, ensure employment
of the population by forming an effective strategy for hospitality develop-
ment taking into account regional characteristics. For this aim, a survey was
conducted of 187 managers and owners of hotels, restaurants and tourist
enterprises in the city of Chernivtsi, among which 35 are representatives of
hotels, 133 are representatives of restaurants, and 19 are representatives of
tourist enterprises. Respondents were asked questions and given the oppor-
tunity to independently make suggestions regarding the definition of features
and additional criteria to the Law of Ukraine "On the Basics of State Regional
Policy", which should be taken into account when forming a regional policy
for the development of the hospitality sector of Chernivtsi region (7able 2).

Table 2
Survey results of managers and owners of hotels, restaurants and tourist
enterprises in Chernivtsi regarding the definition of additional criteria for the
formation of a regional strategy for the development of the hospitality sector

The share of
Variant of answers and suggestions respondents who
chose the answer, %

Digital transformation of hospitality services and the use of Al 63

Development of infrastructure and formation of investment attractiveness 57

Support by local self-government bodies for the expansion of production and
provision of rehabilitation, treatment and recovery services for the military

and civilian population 51

Reduction of energy and capital intensity of production and provision of

hospitality services 46
Effective use of cross-border cooperation and transport accessibility 42
Formation of a regional brand 39

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

According to the survey results (7able 2), options for answers and
proposals were selected that scored 30 percent or more, which made it possible
to establish additional criteria to the Law of Ukraine "On the Basics of State
Regional Policy" for the regional strategy for the hospitality development,
which must meet the modern requirements of the services market. In particular:

digital transformation of hospitality services and the use of artificial
intelligence. The direct results of digitalization of services are the operational
efficiency of service provision, active involvement and satisfaction of con-
sumers, increased productivity, quick entry to the market and consolidation
on it, brand recognition, etc. The expansion of digital services opens up
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opportunities for early internationalization, meaning that the more digital a
service is, the less effort is required to scale up or introduce the service in a
new business environment. This implies a huge potential for rapid growth
and intensification of international activity;

development of infrastructure and formation of investment attract-
tiveness of the hospitality sector, which will ensure stable consumer demand
and make it possible to increase production and provision of services,
diversify and expand the list of export services;

support by local self-government bodies for the expansion of produc-
tion and provision of rehabilitation, treatment and recovery services for the
military and civilian population affected by military actions and services that
cause a multiplier effect of the development of other sectors of the economy.
Support and stimulation of the development of small and medium-sized
businesses in the service sector;

reduction of energy intensity and capital intensity of production and
provision of hospitality services, which will significantly affect the cost of
services and increase their competitiveness;

transport accessibility and effective use of cross-border cooperation,
in particular the Euroregions "Upper Prut", "Carpathian", the EU Strategy for
the Danube Region and other cross-border entities;

formation of a regional brand and use of opportunities of the
Chernivtsi Chamber of Commerce and Industry to promote hospitality servi-
ces to interregional and cross-border markets, promotion and positionning of
the region through its branches and partnerships.

An important task of the formation of the regional strategy for
hospitality development is the typology of its subjects and objects, which
makes it possible to conduct a theoretical analysis in a direction that has an
impact on the understanding of the essence of the process of formation and
1solation of the economic component of the activities of enterprises in the
field of hospitality. Understanding how subjects and objects perform certain
actions, what motives and economic interests are behind their actions, what
determinants can influence further steps and measures taken by them,
contributes to highlighting the features of the region and its specificity.

The typology of subjects and objects of the regional hospitality
development policy involves not only their classification by scale, value,
spatial characteristics, structural construction and interaction with the region-
nal economic system, but also the specification of the object itself depending
on the selected criterion, as well as the definition its institutional purpose in
the socio-economic system of the region.

The study of foreign experience in the formation of the strategy for
hospitality development, the analysis of the activities of enterprises in the
field of hospitality in the Chernivtsi region, the determination of criteria and
regional features contributed to the development of the structural model in
the Chernivtsi region, the components of which are the concept of regional
policy, defined strategic goals, tasks, subjects and objects, toolkit of
achievement and performance (Figure).
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- spatial planning, cross-border cooperation and development of hospitality 1
infrastructure; 1
- creation of comfortable and safe living conditions in the territory of Chernivtsi region; 1
- the development of human capital as the basis of socio-economic growth 1
= !
I
Task 1. Tools 1
Infrastructure Construction and renovation of hotels, |
development i restaurants, campsites, animation facilities, [ 1
lifts, observation decks, sanitary zones, etc. I
I
Task 2. Tools |
Formation of investment * Development of investment projects ||
attractiveness of the region [ . Partic?pation and co-financing of Objects
interregional and cross-border projects Enterprises
Task 3 Tools Hospitality
Popularization and + Organization and holding of tourist = entreprencurs
improvement of the | forums, festivals, fairs, etc of various
image of the tourist * Promotional participation in tourist forms of
potential of the region events in Ukraine and abroad B ownership
—
Task 4 Tools
Marketing and * Production of presentation materials,
advertising and .| branded products, etc.
information activities, * Development and support of a web portal
digitization (site, tourist application, etc.)
Task 5. Tools
Ensuring the safety of * Conducting an information campaign on
guests of hospitality N compliance with safety rules
establishments on the * Production of information boards, —
territory of the region signs, etc

The structural model of the regional strategy for the development of the hospitality
industry in Chernivtsi region
Source: compiled by the authors.

Determined by the Development Strategy of the Chernivtsi Region for the
period until 2027 (Decision No. 1-36/20 of the XXXVI Session of the VII Con-
vocation, 2020) 4 main strategic goals, which are the basis for the effective
development of the region, correlate with the main requirements for the formation
of aregional strategy for the development of the hospitality sector, and the tasks are
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outlined in the Comprehensive Program for the Development of Tourism in the
Chernivtsi Region for 20242025 (Decree No. 1319-r, 2023).

Institutional support at the state and regional level, which is carried out
by state authorities, local self-government, regional development agencies,
coordination councils and other state, regional and public associations that
participate in the implementation, should play an important role in the formation
of a regional strategy for the development of the hospitality sector state regional
policy within the limits of their powers defined by legislation.

Conclusions

So, as a result of the research, it was established that the regional strategy
formation of the hospitality development is one of the main factors influencing
the level and dynamics of the development of the hospitality industry, which
allows the continuation of the activities of its enterprises even in crisis and post-
crisis periods, with the implementation of individual adjustments.

The study of foreign experience, interviews of entrepreneurs and diag-
nostics of the activities of hospitality enterprises contributed to the development of
a structural model and the establishment of separate requirements for the formation
of a regional strategy for the development of the hospitality sector, in particular:

* regional policy regarding the development of the hospitality sector
should be carried out within a single legal space and provide for the existence
of subject-object relations between the state, regions and enterprises of the
hospitality sector;

* in the process of formation of the regional strategy for the hospitality
development, it is necessary to foresee the realization of the economic,
educational, and scientific potential of territorial communities;

* the strategy for the development of the hospitality sector of the Chernivtsi
region must take into account the peculiarities of the region and additional criteria
defined for a specific region, including: digital transformation of hospitality
services and the use of artificial intelligence; development of infrastructure and
formation of investment attractiveness of the hospitality sector; support by local
self-government bodies for the expansion of production and provision of rehabi-
litation, treatment and recovery services for the military and civilian population;
transport accessibility and effective use of cross-border cooperation, in particular
the Euroregions "Upper Prut", "Carpathian", the EU Strategy for the Danube
Region and other cross-border entities; formation of a regional brand and use of
opportunities of the Chernivtsi Chamber of Commerce and Industry, etc.;

» the responsibility for the formation of a regional strategy for the deve-
lopment of the hospitality sector rests with regional self-government bodies, which
must have at their disposal not only powers, but also appropriate budget funds.

Regional policy in terms of the development of the hospitality sector
should become the basis for determining the priorities of regional
development, developing own strategies and organizing measures for the
implementtation of investment projects.

Established institutions responsible for regional development and
interested in increasing the efficiency of hotel-restaurant and tourism
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business enterprises should provide organizational and financial support to
local self-government bodies for the formation and implementation of a
regional strategy for the development of the hospitality sector.

Thus, the formation of an effective regional policy taking into account
the strategy of the development of the hospitality sector will significantly
strengthen the competitiveness of the region and contribute to economic
growth and increased employment.
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