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Abstract. This study is relevant because the impact of the opening of offices of Ukrainian companies in the EU on the
adaptation of their value proposition as an employer has not been investigated in the scientific community. There is no
information about the migration of Ukrainians as a result of the russian-Ukrainian war and how it affected the market
of Poland, Germany, and the Czech Republic. The purpose of the study is to suggest ways to adapt the employer brand
to the requirements of the EU labour market. The study is based on the results of two audience surveys in Ukraine and
EU countries in 2022. The number of respondents to the Ukrainian audience of candidates is 1,003 respondents. The
EU respondents were recruiters and HR managers — 253 companies with more than 1,000 employees each. Both forms
used closed-ended questions. The analytical method was used to determine the main trends in the EU labour market,
the graphical method was used to display the results of analysis, and expert assessments are used to evaluate the value
proposition. As a result of the study, the main differences in the value proposition of Ukraine were identified: ensuring
the smooth operation of the office in conditions of blackouts, the safety of the team during air alarms, support for
the Armed Forces of Ukraine or internally displaced persons. For EU candidates, the requirements include a policy
of equality for all colleagues and candidates. At the same time, a remote work format is a prerequisite for candidates
for employment in the company. It is noted that the reputation and compliance with legal requirements should be
covered in the company’s social networks in order to build trust among the local population in the Ukrainian company.
Ukrainian IT companies have increased their level of competition for talent in local markets due to the opening of new
offices abroad. Instagram Facebook, LinkedIn, and Instagram are the top social networks for building an employer
brand. The practical significance of the study is to adapt the value proposition of a Ukrainian employer to the market
requirements of Poland, the Czech Republic, and Germany
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Adaptation of the employer brand of a Ukrainian company...

Introduction

Since the beginning of the full-scale russian-Ukrainian war,
Ukrainian employers have been forced to evacuate part of
the team abroad. Accordingly, most companies opened of-
fices in different countries of the European Union in 2022
to ensure the comfort and productivity of employees. Ac-
cording to the Polish edition of Business Insider, there was
a high activity of registering new businesses by Ukrainians
in Poland (Business Insider, 2022). In January 2022, there
were 188 Ukrainian companies in Poland, and in Septem-
ber - 2,273. At the same time, the average monthly growth
rate of new company registrations ranged from 1.5-2.5%.
The share of IT companies in the total number was about
16%, but it created competition in the labour market among
native Polish residents (Business Insider, 2022). As a result,
Polish employers were forced to raise the salaries of existing
IT specialists of medium and high skill level (about 34%
on average in the market), as there was a high probability
of dismissal and transfer to other companies due to higher
material motivation (Lis, 2022).

According to Eurostat, the employment rate of the
population (74.4%) aged 20-74 years for the third quarter
of 2022 and the unemployment rate (5.9%) remain stable
compared to the second quarter of the same year (Eurostat,
2022). The largest migration of refugees from Ukraine is
observed in Poland - 1,546,354, Germany - 1,021,667, and
the Czech Republic - 473,736 (Eurostat, 2022). Among
Ukrainians, the largest migration abroad is observed
among residents of the West, central regions of the country,
and Kyiv (Gradus Research Company, 2022). Territorial
placement, social payments and government support for
refugees are the main criteria for choosing these countries
for temporary shelter. Therefore, it is worth considering
adapting the employer brand of Ukrainian companies in
these three countries.

The goal is to suggest ways to adapt the employer brand
in the EU countries. The main objectives of the study are:

« analyse trends in the development of the employer
brand in Poland, Germany, and the Czech Republic;

« analyse and characterise the development of the em-
ployer brand of Ukrainian companies in Ukraine;

- make a comparative analysis of the value propositions
of Ukrainian companies in the EU markets;

« suggest ways to improve the employer brand of a
Ukrainian company in the labour market of Poland, the
Czech Republic, and Germany.

The object of research is the employer brand, that is,
associations and a list of value propositions that arise when
choosing a company for employment. The subject of the
research is theoretical and practical provisions for adapting
the employer’s value proposition to the requirements of the
EU labour market.

The main hypothesis of the study is that in order to
form a value proposition for a Ukrainian company in the
EU, it is necessary to update the list of components in ac-
cordance with the specifics of the region and market trends.

Scientific Bulletin of Mukachevo State University. Series "Economics”, 10(1)

The scientific originality of the study consists in the de-
velopment of a competitive value proposition of Ukrainian
companies in the EU market. The theory of the employer
brand and its components was studied by Y. Salo (2022),
O. Dragan (2022), I. Varis et al. (2022), N. Turunen (2022),
J. Silva & H. Dias (2022), M. Dzhulai et al., (2022), 1. Pa-
icu (2022). The impact of the COVID-19 epidemic on the
labour market, changes in candidates’ requirements for
choosing an employer, and criteria for evaluating the at-
tractiveness of working in the company were analysed by
I. Paicu (2022), I. Prymak (2022), Z. Haldzhun & R. Bakai
(2020), S. Bharadwai et al., (2022), N. Kucherov, & V. Tsy-
bova (2022), J. Joglekar & T. Tan (2022). Migration of
Ukrainians under the influence of the russian-Ukraini-
an war to EU countries and changes in the labour market
were analysed by Eurostat (2022), European Council of EU
(2022), Gradus Research Company (2022). Features of the
development of an employer brand in the Polish market
were revealed by M. Seltak (2021), and in the Czech Re-
public - Rantstard (2022).

In the scientific sphere, there are no studies on changes
in the company’s employer brand to market requirements
and criteria for choosing an employer by the local popula-
tion in Poland, the Czech Republic, and Germany. In the
labour market, there is a movement and opening of new
offices outside of Ukraine to evacuate the company’s em-
ployees and hire new ones.

Literature Review

A well-developed employer brand and effective manage-
ment of the company’s talent are key factors for retaining
IT workers in medium-sized companies in the EU. J. Ma-
calik & A. Sulich (2019) found that the fundamentals of
sustainability theory, environmental management prin-
ciples, and corporate social responsibility are interrelat-
ed. Accordingly, the employer brand is recognisable and
increases the employer’s loyalty. The employer’s external
brand for Generation Z is formed based on the corporate
social responsibility report, the employer’s career website,
and the company’s social networks. Cal J. Halvorsen &
E. Erin (2021) found that an employer brand with a high
level of attractiveness among candidates directly affects the
reputation of the corporation and the candidate’s intention
to apply for a job. The components of attractiveness are so-
cial value for the employee, material advantage, openness
of information about the company on all resources. Based
on this, a single conceptual model of interaction between
the employer brand and the number of resumes (reviews
from candidates) for an open position is formed.

L. Loftler & C. Giebe analysed various approaches in
the theory of components of the employer’s value proposi-
tion and as a result divided them into types: focus on per-
sonal development of the employee, focus on the company’s
competitiveness, attributes of corporate culture, functional
requirements for the workplace, and material motivation.
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After analysing the characteristics of generations and atti-
tudes to the banking sector, it was revealed that Generation
Z strives for mobility and multiple choice of functions, an
individual approach from the manager, and the ability to
work remotely (Loffler & Giebe, 2021). For candidates in
Ukraine, when choosing an employer, the priority is the
level of salary, training in the company, remote work for-
mat, official employment, and the absence of the company
in the russian market. For candidates without work expe-
rience, the main selection criteria are material motivation,
the opportunity to study and combine work with studying
at the university. T. Bilorus & S. Firsova (2019) have creat-
ed a methodology for assessing the level of development of
the employer brand, which is influenced by organisational,
functional, economic, and psychological attributes. Y. Salo
(2022) investigated the difference between the marketing
goal and the employer brand, namely: the target audience
of the candidate, the development of the corporate spirit,
and the growth of the attractiveness of the employer in the
labour market. During remote work, it is reccommended to
implement a combination of office visits and remote work
format. In the Ukrainian market, the most popular job
search platforms are special career sites, Telegram with a
selection of vacancies, friends/acquaintances.

In 2022, as a result of a full-scale war, 62% of businesses
were forced to move their businesses to EU countries, most
of them to Poland and Germany. O. Dragan (2022) found
that the main criteria for selecting countries were demand
for business products/services, developed infrastructure,
and fewer legal barriers to company registration. As a re-
sult, the value of forming an employer brand for businesses
increases. Since the growth of competition for talents of
Ukrainian companies with regional ones and higher re-
quirements for the value proposition among the local pop-
ulation have affected labour market trends.

According to the forecasts of Content Stadium spe-
cialists of the Czech labour market in 2023, the projected
unemployment rate will increase by 0.1 percentage points
and will be 3.5% (Content Stadium, 2022). As a result, em-
ployer brand development managers must use a marketing
approach to find new candidates. Recruiters receive the
largest number of job reviews on job search sites, career
pages and the company’s website, and a referral system for
employees. Therefore, the advertising budget for promot-
ing the employer brand should be directed to these sources
of candidate search.

According to the analysis of 253 representatives of
companies surveyed in Germany, Great Britain, the Neth-
erlands, France, and Belgium, in 2022, only 64% of em-
ployers have a well-formed strategy for developing the
employer brand and 46% have formed an employer value
proposition. The respondents were recruiters, HR manag-
ers, and employer brand development specialists. The key
components of positioning the employer brand online are
the integrity and reliability of the company, conciseness
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and clarity in statements, and high-quality visual design of
pages in social networks. I. Varis et al., (2022) found that
the main goal of a company’s social media presence is to
increase the number of job candidate reviews (64%). This
decision is part of the employer brand development strate-
gy, since during a remote work format; this is a direct con-
tact with the candidate. The most popular candidate search
networks are LinkedIn and Facebook (more than 70%).
Instagram is in the third place (45%). These platforms are
the most popular tools for forming an employer’s external
brand according to their survey (Varis et al., 2022). Ac-
cordingly, these platforms should be key to building an em-
ployer brand in social networks. The work and advertising
budget with platforms should be prioritised depending on
the target audience.

N. Bazalziiska, D. Bazhakova analysed key trends in
the development of the employer brand in the EU that
emerged under the influence of COVID-19. It was found
that there will be no 100% return to the office work sched-
ule. Corporate culture changes towards trust in the em-
ployee when performing tasks and making independent
decisions. The higher the level of trust of the company’s
management, the higher the employee’s belonging to the
company and identification with it. The employer brand of
companies that have a remote work format receives a great-
er response to vacancies (Bazalziiska & Bazhakova, 2022).
At the same time, 52% of candidates consider only flexible
working hours with a remote format. Integrating diversity
and equality policies at all levels of the company has a pos-
itive impact on the attractiveness of the employer (33%).
As a result, the implementation of this policy increases the
company’s profitability by about 27%. A social programme
to support the physical and mental health and well-being
of employees is one of the trends, as 49% of respondents
experience chronic stress.

Bilorus defines the concept of an employer brand -
a positive image of the company and an attractive place
to work for the target candidate (Bilorus, 2019). Y. Salo
(2022) suggests that the goal of creating an employer brand
is to attract talent, create a corporate culture, increase the
brand’s competitiveness in the labour market, and retain
the company’s staff. O. Dragan (2022) suggests distributing
value propositions according to employee categories (by
age or work area) and appropriate communication, which
will become components of a successful employer brand.
A. Savina & I. Torianyk proved that the employer’s value
proposition is the basis for increasing the attractiveness
of working in the company. Its absence negatively affects
the company’s reputation. The employer’s attractive value
proposition matrix consists of four areas: financial and
physical well-being, corporate culture and social well-be-
ing, work environment and mental well-being, and talent
development (Savina & Torianyk, 2022). Therefore, when
changing or adapting the employer’s value proposition,
it is necessary to consider all areas. I. Varis, et al. (2022)
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analysed the digital environment for employer brand de-
velopment. Platforms include social networks, corporate
websites, job search sites, online forums, electronic publi-
cations, and digital communications (Zoom, Teams, Goog-
le Meet). N. Bazaliyska (2022) suggests dividing work with
the employer brand into an internal and external audience.
Internal - employees of the company, external - target can-
didates. The task for developing the employer brand for
the internal audience is to develop projects and measures
to increase employee loyalty and engagement, develop ef-
fective communication with personnel at all levels of man-
agement. The task for the external one is to increase the
recognition of the employer and attractiveness for target
candidates in comparison with competitors (Bazaliyska,
2022). The criterion for completing tasks is characterised
by numerical measurements and depends on the state and
goals of each company.

Materials and Methods

The choice of online platforms is one of the key tools for
adapting the employer brand in the European market. On-
line platforms include job search sites, social networks,
LinkedIn, Instagram, and Facebook. Therefore, it is neces-
sary to conduct a comparative analysis of online job search
platforms for the local population of the EU, the criteria for
choosing a future employer, and the components of its val-
ue proposition. This should help employers develop their
brand positioning in new markets and fill vacancies faster.

The analysis was carried out based on surveys conduct-
ed by the Ukrainian audience and able-bodied respondents
of EU countries in 2022. The survey of the Ukrainian au-
dience was conducted in May 2022. The survey involved
1,003 respondents - 53% of whom were social science
professionals, 25% had no work experience, and 22% had
more than 3 years of experience. To collect the data, the
authors communicated with employment centres and stu-
dent councils of Ukrainian universities on the protection
of personal data when filling out the survey form. All re-
spondents agreed to the processing of personal data in ac-
cordance with the law of Ukraine. Survey questions:

« Since the full-scale war, how has your work situation
changed?

«» Choose 5 important factors for you when choosing a
company for an internship/job;

» What resources are you currently using to find an in-
ternship/job;

» What difficulties did you face when looking for a new
job;

» What format of work is most comfortable for you?

The EU respondents were recruiters and HR managers
of 253 companies with more than 1,000 employees each.
Both forms used closed-ended questions:

«» Do you or your team use social media as a communi-
cation channel for recruitment and/or employer branding
purposes?

» Which social media channels does your recruitment
or employer branding team use?
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» What is/are your main goals for your social media
channels?

» What content topics do you usually post on your so-
cial media channels?

» What type of content do you usually post on your
social media channels?

» What would be your top tip or piece of advice for
teams that want to use social media for employer branding
and/or recruitment purposes?

» How does social media content that features photos
of your employees perform compared to content that does
not feature anyone?

» Do you encourage employees to share and engage
with your recruitment social media content?

» What challenge are you currently facing when it
comes to creating your social media images and videos?

The ranking of value proposition criteria or the choice
of social networks in different countries was based on a
score from 1 to 5 points, where 5 is the highest priority for
respondents.

The SWOT analysis methodology was used for the val-
ue proposition of the employer brand for the EU market
(Tymchenko, 2019). Abbreviations of the method name are
deciphered:

S - Strengthh - strengths, advantages of the employ-
er’s value proposition over competitors that require max-
imum use;

W - Weaknesses — weaknesses and disadvantages of
the research object. The purpose of this technique is to
identify and level them;

O - Opportunities — external factors that determine
potential opportunities for increasing the competitiveness
of the employer brand of a Ukrainian company;

T - Threats — external factors that can potentially
worsen the processes of developing an employer brand in
the EU market. These factors include the actions of com-
petitors, changes in legislation, and changes in expectations
on the part of voters.

Based on the graphical assessment, the components
of the value proposition were identified, which will allow
specialists to develop a strategy for forming the employ-
er brand for target candidates in new markets — the local
population.

The analytical method was used to determine trends in
the EU labour market, the requirements of the local popu-
lation of Poland, the Czech Republic, and Germany for em-
ployers. The expert assessment method was used to deter-
mine the priorities of value job offers and select sources of
job search. Graphic methods were used to illustrate practical
materials. Statistical analysis was used to analyse the results
of an expert survey using Microsoft Excel software suite.

Results and Discussion

Trends in employer brand development in the Polish la-
bour market include a variety of job offers for candidates
of different profiles, internship opportunities for graduate
students, employment promotion for internal employees,
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and team training (Setlak, 2021). In the Czech labour mar-
ket in 2022, the most important criterion for choosing an
employer was an attractive salary and additional bonus-
es — 70% of respondents (in 2021, 74%). Long-term life
insurance is also an important trend in shaping the em-
ployer brand in the Czech market. In third place is a pleas-
ant working atmosphere (Randstad, 2022). For the second
year in a row, the most attractive company to work in is
Microsoft. The employer’s value proposition includes life
insurance, competitive wages, and a positive reputation.
In the German market, trends in the development of an
employer brand are the preservation of a remote format
of work as part of the company’s culture, inclusivity and
equality in recruitment. Moreover, the third important
component is the creation of measures for the well-being
of employees (Paicu, 2022). Trends in the development of

the employer brand in the labour market of Ukraine are:

» reducing the budget for creating an employer brand
for external candidates;

» growing number of job candidates due to job loss
during a full-scale war;

» social networks as one of the main tools for finding
candidates and increasing employer brand awareness (Pry-
mak, 2022).

To adapt the employer brand of a Ukrainian company
to the EU market, the main differences between the val-
ue proposition and the source of job search were analysed.
During the COVID-19 pandemic, most companies were
forced to increase their presence on social networks and ca-
reer platforms to find targeted candidates. The choice of on-
line sources for finding vacancies or internships depends on
the country (Poland, Czech Republic, or Germany) (Fig. 1).
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Figure 1. Ranking the priority of choosing social networks for job search by candidates
Source: developed by the author based on a sociological survey

The distribution of communication according to the
target audience and the social network should differ. This
is necessary to create a positive and attractive image of the
employer in comparison with competitors. Facebook, In-
stagram, and LinkedIn should be the top priority sources
for developing the employer brand in social networks in
EU countries, based on the survey analysis. LinkedIn is ex-
pected to be a popular network for candidates, as it brings
together professionals from all over the world (LinkedIn,
2022). It is worth noting that the Telegram platform is
not used in the EU for job search or job placement. New
platforms for finding candidates and forming an employer
brand for Ukrainian companies are Twitter and YouTube.
Now Ukrainians perceive them as media for entertainment
and receiving news (Haldzhun & Bakai, 2020).

The employer’s value proposition must consider new
components and meet the requirements of candidates. An
excellent criterion is the withdrawal of the company’s in-
ternational representative offices from the russian market
and support for the Armed Forces of Ukraine and internal-
ly displaced persons. This is relevant only for Ukrainians
who are in Ukraine and work under martial law. Therefore,
this criterion was excluded from the comparative rating of
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the components of the value proposition. The criterion of
inclusivity is equal access to the position and working con-
ditions in the company for candidates with disabilities and
physically healthy people. In the EU countries, this factor
is a component of the value proposition and contributes to
the development of a culture of inclusivity in the compa-
ny. However, only in the last few years has a policy of sup-
porting candidates with disabilities been implemented in
Ukraine. To rank the priority of choosing an employer by
candidates in accordance with the value proposition, scores
from 1 to 5 points were used, where 5 points were the high-
est for respondents (Fig. 2).

The most important criterion for candidates when
choosing a workplace in the EU is the level of salary that
meets the requirements of the labour market and is con-
sistently paid to employees. In second place is training
from the employer, which ensures the growth of profes-
sionalism and the level of expertise of employees. Train-
ing and development is based on internal requirements
and programmes for training specialists, periodic eval-
uation of employees, creation of development plans and
improving the level of competence. After the start of the
COVID-19 pandemic, a remote format is necessary for
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employees. The majority of respondents are not ready to
return to an office-based work format. Therefore, com-
fortable working conditions should ensure not only work
in the office, but also remotely from home - high-qual-
ity appliances, a headset, and stable Internet. According
to the analysis of research, a mandatory requirement for

employment in a company should be official employment
in accordance with the requirements of the legislation of
the EU country.

To objectively assess the compliance of the value
proposition with the requirements of the EU market, it is
necessary to conduct a SWOT analysis (Fig. 3).

B EU ™ Ukraine

Business rating and company [ y——=
Reputation Additional benefits "
Official employment and company [
Transparency Remote work | —
Training in the company [
Salary level ———

0 1 2 3 4 5

Figure 2. Ranking the priority of choosing an employer by candidates in accordance with the value proposition
Source: developed by the author based on a sociological survey

eCompetitive salary
eTraining in the company

do not match the market

d
« Loss of head office in Ukraine l

« Requirements for team spee
due to the war

« A new attractive player on the
EU labour market

« More attractive as an

employer

o Lack or low level of inclusive
culture

« Compliance with legal
requirements in employment

Figure 3. SWOT analysis of the value proposition of the employer brand of a Ukrainian company for the EU market
Source: developed by the author based on the analysis of Figures 1 and 2

For Ukrainian companies operating internationally,
the process of adapting to the EU market is easier during
a full-scale war in Ukraine. A competitive advantage is the
compliance of wages with the market requirements of Po-
land, the Czech Republic, and Germany. However, the fight
for talent in these countries is high. In second place among
the competitive advantages is training within the compa-
ny. Therefore, it is necessary to analyse how well the career
development component is developed within the employer
through feedback from the team and changes in profes-
sional skills. Development results after training should be
communicated with potential employees in social networks
and the company’s career website. These can be interviews
in text or video format.
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Opportunities for Ukrainian companies to enter the
labour market in Poland, the Czech Republic, or Germany
are the originality and interest in a new employer among
potential candidates. Therefore, it is important to create
a positive image of the company as an employer and add
key components of the value proposition to communica-
tion. When forming an employer’s development strategy
in the EU market, it is necessary to analyse the inclusivity
and equality of access to work in the company. It is also
important to establish the process of communication with
the team in different countries and opening hours. Spe-
cial attention should be paid to official employment in ac-
cordance with the requirements of the labour legislation
of Poland, the Czech Republic or Germany. This factor is

o
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important for EU candidates. Therefore, job transparency
and equality of candidates during hiring should be reflect-
ed in the brand’s online communication.

The main obstacles may be differences in the speed
of selection for a certain position in the company and the
loss of main control due to the threat of a missile strike in
Ukraine. Ways to avoid the first threat are to analyse the
labour market and the duration of the recruitment process
in the EU target market and adapt within the company. In
order to avoid the second threat, it is necessary to plan the
transfer of responsibilities to a new responsible person in
the event of the loss of the head of the department.

Adaptation of the employer brand of a Ukrainian com-
pany in the EU market consists of a material component:
competitive wages, insurance, and training in the company.
An intangible component is the ability to work remotely.
The main emphasis in communication in new labour mar-
kets should be placed on these components of the value
proposition.

The prerequisites for the development of the employer
brand and its value proposition are determined by the or-
ganisational culture, name, and reputation of the company
as a trading brand. This is a logical business process, since
first the company’s product or service and its marketing
are formed, and after the recruitment and establishment of
the team, the employer brand is developed. To reduce staft
turnover, the crucial factors are recognition of the team’s
contribution to the company’s development, team, corpo-
rate culture, and work-life balance (Rizman, 2022). The cri-
terion of training in the company takes the second place in
the priority of choosing a future employer in the EU and
Ukrainian markets. Therefore, it is necessary to cover this
in social networks, job descriptions or internships, and the
company’s career website.

To evaluate the employer brand for the company’s
team, it is necessary to study the level of employee satisfac-
tion with working in the company at least once every six
months or a year. In the analysis of methods for assessing
the level of development of the employer brand, the crite-
rion of team evaluation is one of the main ones. The com-
ponents for conducting a survey can be different in type:
financial, intangible, values, and mission of the company.
That is, any that the manager considers necessary to evalu-
ate. Different approaches to the survey components and the
employer’s value proposition are not analysed in the paper.

Based on the analysis of job satisfaction in the com-
pany, a positive image of the employer, components, and
key messages for the communication strategy are formed.
For a company entering a new labour market, the features
of candidates and the specifics of communication between
the local population are the basis of the preparatory stage.
The company’s competitive advantage in the labour mar-
ket is created based on unique components of the value
proposition. Therefore, the salary level and training con-
ditions in the company should correspond to the level of
competing companies or above average (Shubhangi, 2021).
The paper and scientific studies do not reveal the results of
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developing the employer brand of Ukrainian companies
and their value propositions, so there is a need for further
analysis to form reasonable recommendations.

According to the conducted research, it was proved
that the effectiveness of hiring new staft increases with a
positive employer brand among candidates. There is also
a direct effect of COVID-19 on reducing the moderate re-
lationship between employer branding for external can-
didates and employer brand-building programmes for
an internal audience (team). Therefore, the use of social
networks for both audiences will increase the employer
brand awareness and awareness of the facts and unique-
ness of the components of the company’s value proposi-
tion (Kosova et al., 2022). Social networks should differ
from each other according to their target audience. In
other words, the same content or its design will not af-
fect candidates unambiguously effectively. That is why the
scientific field analyses different methods and approach-
es communication and working methods for different
generations. However, communication strategies in so-
cial networks as components of developing an employer
brand in accordance with different generations and digital
environments require detailed research.

The studyreveals that the policy of inclusivity and equal-
ity of employees during employment is a weak component
of the employer brand of a Ukrainian company in the new
markets of Poland or the Czech Republic. Therefore, there
is a need to study the impact of integrating this policy into
the strategy of developing the employer brand of Ukraini-
an companies. The scientific research reveals the principles
of integrating the policy of equality and inclusivity at all
levels of personnel management: politeness in communi-
cation, documentary and visual design of the employer’s
value proposition in accordance with different categories
of employees, transparent and understandable communi-
cation with all employees regarding the implementation of
the policy, its necessity and importance (InStride, 2021).

A positive impact on the development of a positive
image of the employer in social networks through publica-
tions with employees of companies was revealed. LinkedIn
as a professional network is used by specialists with work
experience. Therefore, content created by employees in
this network and published on their personal pages about
working in the company increases the competitiveness of
the employer brand in the labour market (Joglekar & Tan,
2022). It is investigated that it is advisable to use social net-
works to involve company employees in internal commu-
nication. With the constant support of communication via
online messengers, an increase in employee loyalty to the
company and team was revealed (Spoljari¢ & Ana Tkalac
Ver¢i¢, 2022). Digital technologies and the speed of com-
munication with the employer play a key role in employ-
ment for Generation Z (Islamiaty et al., 2022). It is necessary
to conduct a study of which network affects the employer
brand and how, and what PR activities affect candidates
and employees. The study does not fully reveal the poten-
tial impact of social networks. There is an open need to
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investigate the impact of other social media tools. Addition-
al research is needed into the content posted by employers
on social media. That is, what format (photo, video, audio,
picture, text), style, dynamics of presentation, duration of
familiarisation with the material, and trends affect different
categories of subscribers and their perception of the em-
ployer brand. The analysis should consider the scale of the
company, the multi-nationality of the team, and the terri-
torial location of the office to which the hiring takes place.

Conclusions

The result of the study represents the ways to adapt
the brand of a Ukrainian employer in the labour markets of
Poland, the Czech Republic, and Germany. The first criteri-
on for choosing a job for candidates in the three countries
listed above is the level of salary, in the second - insurance,
and in the third - training in the company. An intangible
factor in choosing an employer is the format of work, main-
ly remote or hybrid. The employer brand in Ukraine is not
a priority for Ukrainian companies due to the full-scale war
in the country. However, employers are increasing their so-
cial media presence.

The development of an employer’s value proposi-
tion of a Ukrainian company in the EU markets is based
on trends and requirements of local candidates. Instagram
Facebook, LinkedIn, and Facebook should be used to build
an employer brand. The more sincere and truthful the com-
pany is about the benefits of work, the higher the number of
responses to vacancies or internships. It is necessary to pay
attention in the value proposition to the policy of inclusivity
and equality of all employees. Integration should take place
at all levels of the company and be accessible to each can-

work after the onset of COVID-19. Therefore, comfortable
working conditions should be provided in an office with
inclusive needs and remotely modern equipment. What is
new for Ukrainian companies is a less fast pace of work and
a longer deadline for completing tasks. This is conditioned
by the specificity of residents of EU countries who highly
value work-life balance.

New opportunities for Ukrainian companies in the
EU countries are the creation of a competitive environment
for existing and well-known employers. As a result, increase
the attractiveness of the employer brand through greater
flexibility and rapid adaptability when entering a new job
market. Accordingly, the number of responses to vacancies
or internships is higher. However, it is necessary to analyse
the culture of inclusivity, adapt it to the company’s team,
and start implementing it in Ukraine. Building an employer
brand in social networks should start with LinkedIn and
Facebook in English. The PR strategy should be to display
the company as an employer. Honesty and openness with
candidates regarding working conditions, material and
non-material motivation, and uniqueness in additional ben-
efits should be reflected on all online job search platforms.
Information about reputation and official employment must
be covered in the value proposition and social networks.

Further prospects for the study are to assess the adap-
tation of the employer brand of Ukrainian companies in the
markets of Poland, the Czech Republic, and Germany. The
evaluation criteria will be the level of recognition of the em-
ployer in new markets and the number of responses from the
localpopulationofcountriestoopenpositionsinthecompany.
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Public debt of Ukraine: Essence, current trends and management

The volume of expenditures on repayment and servicing of the public debt of Ukraine is analysed. Based on the
conducted research, the main reasons for the presence and growth of debt were identified, including the COVID-19
epidemic and the beginning of armed aggression on the part of russia; a decrease in the exchange rate of the national
currency; a decline in production and a reduction in tax revenues; a decrease in the volume of the gross domestic
product in real terms; a state budget deficit and a negative balance of payments; an increase in spending on ensuring
the country’s defence capability and servicing public debt. The proposed recommendations would reduce the country’s
public debt and increase the competitiveness of the economy at the world level, namely: increase the level of GDP,
stimulate the development of small and medium-sized businesses to increase tax revenues to the budget, develop an

effective strategy for managing public debt, etc.

Keywords: government borrowing; gross domestic product; budget deficit; public debt servicing; public debt management

Introduction

At the present stage of the market economy, in the condi-
tions of rapid development of globalisation and coopera-
tion of states in political, economic, and social aspects,
public debt is an objectively determined phenomenon, it is
an integral part of the country’s financial system.

Nowadays, Ukraine is going through difficult times
caused by the beginning of a large-scale war. One of the
main reasons for the existence of public debt is the coun-
try’s budget and balance of payments deficit. Due to the
insufficient amount of monetary resources in the budget,
the state is forced to attract financial resources in order to
perform its functions.

Many studies are devoted to the investigation of the es-
sence and features of public debt. Thus, O.M. Romankova
(2021) analysed the current state of public debt, investigat-
ed the dynamics of the public and government-backed debt
of Ukraine for 2009-2021, and suggested ways to resolve
the debt problem. T. Marshalok, & I. Moroz (2019) revealed
the impact of public debt on the economic development of
the state and the main causes of public debt. O.R. Zakhidna
et al. (2020) conducted a study of the structure of external
debt of the state budget and noted the main foreign organi-
sations that provide loans to Ukraine. O.Yu. Melykh (2019)
revealed the role of public credit and its socio-economic
consequences. The researcher assessed government bor-
rowing and substantiated the reasons for the rapid growth
of public debt. O.R. Zakhidna et al., (2021) considered the
ratio of public debt to gross domestic product and com-
pared it with marginal and safe levels. In addition, they
analysed the share of internal and external debt in the com-
position of public debt and government-backed debt. The
main areas for optimising public debt management were
proposed by O.Ya. Stoiko & I.A. Shubenko (2021). I.B. Kho-
ma & S.Ye. Papirnik (2020) in their study characterised the
concept of “public deficit” and its main causes, and con-
sidered the amount of spending that is required to manage
and repay public debt. N. Slaviuk (2018) investigated the
impact of high volumes of external government borrowing
on the country’s financial condition. The authors I.O. Liutyi
& S.I. Zykova (2019) provided recommendations for effec-
tive public debt management in order to reduce it.

The relevance of this topic is conditioned by the fact that
an increase in public debt negatively affects socio-economic
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development, significantly worsens the financial condition
of the state, and can lead to bankruptcy and an economic
crisis in the country. Therefore, it is impossible to stay away
from this problem, it is necessary to assess the state of public
debt and, based on the analysis, look for ways to reduce it.

The purpose of the study is to substantiate the theo-
retical essence of public debt, analyse current trends in the
generation of public debt, and identify optimisation ways
for effective public debt management to reduce it.

The following tasks were set to achieve this goal:

1) reveal the concept of public debt based on different
views of Ukrainian and foreign researchers;

2) identify the main reasons for the emergence of the
public debt of Ukraine;

3) conduct a comparative analysis of external, internal,
and government-backed debt during 2019-2022;

4) analyse indicators of the ratio of public debt of
Ukraine to the level of gross domestic product;

5) analyse the costs that are necessary for the servicing
and repayment of public debt.

6) suggest ways to optimise the reduction of public debt.

Literature Review

A significant number of researchers have considered the
essence of the concept of public debt and the reasons for its
growth. Western economist A. Smith (1776) revealed the
concept of debt financing of public expenditures and came
to the conclusion that such financing of expenditures leads
to a weakening of the country’s economy and a deteriora-
tion in the financial situation of the state. ].M. Keynes (1936)
in his research considered credit financing and found that
public debt is an integral element of public finances and an
effective means of achieving demand, which encourages the
growth of production and employment of the population.
D. Ricardo (1817) studied the main sources of financing
for public spending and concluded that government bor-
rowing is the worst option for covering public spending.

Among Ukrainian researchers, a significant contribu-
tion to the study of the essence of public debt was made by
T.P. Vakhnenko (2009), who analysed the specific features
of public debt generation and proposed methods of effec-
tive management of its components during the financial
crisis. N.I. Dubnytska (2007) paid considerable attention to
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revealing the causes of public debt and methods of avoiding
budget deficits. V.M. Oparin (2004) revealed the theoretical
foundations of the nature of public debt and the main ways
to reduce it. O.P. Orlyuk (2003) proposed the main areas
for optimising public debt management. O.R. Romanenko
et al. (2003) analysed the impact of public debt on the eco-
nomic development of the state, identified the main caus-
es of its occurrence, and suggested ways to avoid the debt
problem caused by rapid debt growth.

In general, at different stages of development, eco-
nomic scientists conducted research on the essence and
generation of public debt. The first studies conducted by
foreign researchers occur at the beginning of the 14" cen-
tury. In the system of views of representatives of various
scientific schools, such as the classical school of political
economy, mercantilist, and Keynesian schools, there was
no clear opinion about the essence of public debt and its
impact on the country’s economy. Representatives of the
classical school of political economy had a negative at-
titude to public debt, their beliefs were that its increase
contributes to a reduction in national investment and re-
duces the productivity of society’s capital. In particular,
the main representative of the classical school of politi-
cal economy A. Smith (1776) argued that debt financing
of public spending leads to a weakening of the country’s

economy and a deterioration in the financial situation,
which as a result can lead to bankruptcy. The idea was
supported by A. Smith and D. Ricardo (1936), who con-
sidered government borrowing to be the worst option for
covering government spending.

Moreover, the study of public debt was conducted by
J.S. Mill (1848). The scientist was inclined to believe that
the national debt leads to higher prices, which is the cause
of crisis phenomena.

Instead, representatives of the mercantilist and Keynes-
ian schools had the opposite opinion about public debt.
They considered credit financing as a positive phenome-
non, explaining this by the fact that the country’s economy
receives additional resources, and new sources of state in-
come appear. In particular, ].M. Keynes (1936) considered
the existence of public debt as a necessary element of public
finances. In his opinion, public debt is an effective means of
achieving demand, which stimulates the growth of produc-
tion and employment of the population.

In modern Ukrainian scientific literature, there is no
single interpretation of the concept of public debt. Many au-
thors give different definitions of this category, focusing on
certain aspects of the essence of public debt, but they are all
inclined to believe that the presence of public debt negative-
ly affects the socio-economic state of the country (Table 1).

( Table 1. Views of researchers on the essence of public debt )

Author Definition of the concept

Public debt - the debt of the state in the process of forming and using additional monetary

T.P. Vakhnenko (2009)
foreign countries.

resources of the state at the expense of temporarily free funds of legal entities and individuals,

N.I. Dubnytska (2007) enterprises and organisations.

Public debt - the total obligations of the central government, local authorities, state-owned

V.M. Oparin (2004)

Public debt — the amount of the state's debt to its creditors.

0.P. Orlyuk (2003)

Public debt - the total amount of the government’s accumulated debt on its own securities,
which is equal to the sum of past budget deficits minus budget surpluses.

O.R. Romanenko et al.,
(2003)

Public debt - the amount of debt owed on all debt obligations of the state, interest on it, and
unfulfilled financial obligations of the state to economic entities.

Thus, according to the authors of this study, summaris-
ingtheviews ofresearchers, itis possible to define public debt
as the total amount of outstanding public debt on internal
and external borrowings, as well as on guarantees provided.

According to Article 2 of the Budget Code of Ukraine,
public debt is the total amount of debt obligations of the
state to repay received and outstanding loans as of the re-
porting date, arising from state borrowing (Budget Code

of Ukraine, 2010). Government-backed debt - the total
amount of debt obligations of business entities - residents
of Ukraine on loans received and outstanding at the re-
porting date, the fulfilment of which is secured by state
guarantees (Budget Code of Ukraine, 2010).

In the structure of public debt, external and inter-
nal debt are distinguished, as well as capital and current
debt (Fig. 1).

| Public debt - the amount owed by the state to its creditors (residents and non-residents). |

v v

v v

External debt - state debt to
creditors outside their own country.

Internal debt - debt owed to
state creditors in a given country.

Current debt - loans that | Capital debt ~amount of credit
have already matured. debt that has not yet been paid.

Figure 1. Structure of the public debt of Ukraine

Source: developed by the authors based on (Zubenko , 2017)
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The main reason for the appearance of public debt is
the insufficient amount of state budget funds necessary for
the state to perform its main functions, namely: ensuring
the country’s defence capability, conducting economic, so-
cial, and international policies.

The existence of public debt causes the following neg-
ative phenomena:

1.Risinginflationduetoaconstantincreaseinpublicdebt.

2. Increasing taxes to raise funds to pay off debt, which
negatively affects business activity in the economy.

3. Reduction of public spending, which leads to an ag-
gravation of the socio-economic situation of the country.

4. Reduction of investments in investment projects, as
there is an outflow of capital to service external debt.

5. Deterioration of the country’s financial and econom-
ic situation.

6. Reducing the international authority of the state and
public confidence in the government.

Materials and Methods

The theoretical and methodological basis of the study is
made up of papers by Ukrainian and foreign researchers
in terms of analysing the essence of modern trends and
public debt management. The sources of information in the
study were materials from scientific conferences and scien-
tific papers, namely, the study by O.M. Romankova (2021),
T. Marshalok & I. Moroz (2019), based on which the impact
of public debt on the economic development of Ukraine
was revealed. The study by O.Yu. Melykh (2019) was used to
consider public debt as a consequence of Public Credit. The
paper by L.O. Liutyi & S.I. Zykova (2019) was used as a basis
for identifying the main areas of public debt management.

During the study, the authors used analytical reports
of the Ministry of Finance of Ukraine (2019-2022), data of
the State Statistics Service of Ukraine (2019-2022) and the
State Treasury Service of Ukraine (2019-2022). It allowed
analysing the dynamics of changes in the volume of pub-

lic debt of Ukraine during 2019-2022 and determining the
required amount of expenses for repayment and servicing
of public debt.

When writing the paper, a systematic approach to the
investigation of financial and economic processes and phe-
nomena of modern trends in public debt of Ukraine was
applied using the following methods: statistical research,
which was used to quantify data on changes in the dy-
namics and trends in the volume of public debt during
2019-2022; comparative analysis of external, internal, and
government-backed debt during 2019-2022; analysis, syn-
thesis, and generalisation, which were used to characterise
the indicators of the ratio of Ukraine’s public debt to the
level of gross domestic product and to analyse the costs re-
quired to maintain and repay the public debt. The abstract
and logical method was used to formulate the conclusions
of the study and provide recommendations on effective
management of public debt and ways to reduce its volume.

The study included the following components:

1) consideration of the main approaches of both
Ukrainian and foreign researchers to determine the theo-
retical essence of public debt;

2) identification of the main causes of the public debt
of Ukraine;

3) analysis of the dynamics of changes in the volume of
the public debt of the country in 2019-2022;

4) characteristics of expenses for repayment and ser-
vicing of public debt;

5) identification of optimisation ways for effective
management of public debt in order to reduce it.

Results

Analysis of the dynamics of Ukraine’s public debt

To analyse in detail the current state of Ukraine’s debt and
draw certain conclusions, the study will consider the dy-
namics of changes in the volume of public debt for 2019-
2022, which is shown in Table 2.

( Table 2. Dynamics of the volume of public debt of Ukraine during 2019-2022, mln. UAH )

Indicators

Deviation 2022-2019

(+/-)

Total amount of public and

1.998.275.4 2.551.935.6  2.671.827.6  4.071.683.1 +2.073.407.7
government-backed debt
Public debt 1.761.369.1 2.259.231.8  2.362.4929  3.715.120.8 +1.953.751.7
External 931.874.0 1.258.521.9  1.299.934.1 2.325.430.5 +457.816.3
Internal 829.495.1 1.000.709.9  1.062.558.7  1.389.690.3 +560.195.2
Government-backed debt 236.906.3 292.703.8 309.334.7 356.562.3 +119.656.0
External 227.347.6 260.412.9 260.295.9 285.515.1 +58.167.5
Internal 9.558.7 32.291.0 49.038.8 71.047.3 +61.488.6

Source: developed by the authors based on data of the Ministry of Finance of Ukraine (2019-2022)

The data analysis shows that from 2019 to 2022, the
national debt tended to grow, in particular, in 2020, com-
pared to 2019, it increased by UAH 497,862.7 million. The
public external debt increased by UAH 326,647.9 million,
and internal debt - by UAH 171,214.8 million. Govern-
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ment-backed debt increased by UAH 65,356.2 million in
2020, including external - by UAH 33,065.3 million, and
internal — by UAH 22,732.3 million.

In 2021, compared to 2020, the volume of public debt
increased by UAH 103,261.1 million. Public external debt
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increased by UAH 41,412.2 million, and internal debt —
by UAH 61,848.8 million. Government-backed debt in-
creased by UAH 16,630.9 million in 2021, in particular,
internal debt - by UAH 16,747.8 million, but the govern-
ment-backed external debtdecreased by UAH 117 thousand.

Compared to 2021, the public debt increased by UAH
1,352,889 million in 2022, of which the volume of external
public debt increased by UAH 1,025,496.4 million, while
internal debt increased by

UAH 327,131.6 million As for the government-backed
debt,in 2022, itis expected to increase by UAH 47,227.6 mil-
lion, including an increase in the government-backed ex-
ternal debt by UAH 25,219.2 million and an increase in the
government-backed internal debt by UAH 22,008.5 million.

Thus, over the past four years there has been a rapid in-
crease in the total volume of public and government-backed

debt, in particular, in 2020 compared to 2019, increased by
UAH 553,660 million, in 2021 — by UAH 119,892.0 million.
This increase is explained by the spread of the COVID-19
virus, when the state needed additional funds for treatment
and overcoming the disease. In 2022, compared to 2021,
there was a significant increase in public debt by UAH
1,399,855.5 million. This trend is explained by the begin-
ning of a large-scale war, during which Ukraine needed to
attract additional financial resources in order to ensure the
country’s defense capability.

Figure 2 shows the dynamics of growth of the public
external and internal debt of Ukraine during 2019-2022.
In particular, the public external debt increased by UAH
1,393,556.5 million in 2022 compared to 2019 On the other
hand, internal debt tended to grow moderately every year,
growing by UAH 560,195.2 million over a total of four years.

829 495.10

m External debt  m Internal debt
2 325430.50
1258 521.90 1299 934.10
931 874.00 1000 709.90 1062 558.70 1 389 690.30

2019

2020

2021

2022

Figure 2. Dynamics of Ukraine’s public debt during 2019-2022, mln. UAH
Source: developed by the authors based on data of the Ministry of Finance of Ukraine (2019-2022)

Figure 3 shows the dynamics of government-backed
public debt of Ukraine during 2019-2022. Thus, as can be
seen from Figure 3, the government-backed public debt,
both external and internal, also tended to increase during

the study period. Notably, the government-backed external
debt increased by UAH 33,065.3 million during 2019-2020,
butin2021, there wasaslight decrease of UAH 117 thousand,
while in 2022 it again increased by UAH 25,219.2 million.

m External debt m Internal debt
260 412.90 260 295.90 28551510
227 347.60
71 047.30
49 038.80
9558.70 32 291.00
2019 2020 2021 2022

Figure 3. Dynamics of govenment-backed public debt of Ukraine during 2019-2022, mln. UAH
Source: developed by the authors based on data of the State Statistics Service of Ukraine (2019-2022)

Notably, the analysis of government-backed internal
debt tends to increase during the study period. In total,
during 2019-2022, it increased by UAH 61,488.6 million.

Table 3 shows an analysis of indicators of the ratio of the
public debt of Ukraine to the level of gross domestic prod-
uct based on data from the Ministry of Finance of Ukraine.

( Table 3. Dynamics of the total public debt and GDP of Ukraine from 2019 to 2022 (mln. UAH) )
Public debt. min. UAH Gross domestic product. min. UAH The ratio of public debt to GDP. %
2019 1.998.275.4 3.974.564.0 71.8
2020 2.551.935.6 4.194.102.0 60.8
2021 2.671.827.6 5.459.574.0 48.9
2022 4.071.683.1 3.821.701.8 106.5

Source: developed by the authors based on data from the State Statistics Service of Ukraine (2019-2022)
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Figure 4. Dynamics of public debt in relation to GDP, %
Source: developed by the authors based on data from the State Treasury Service of Ukraine (2019-2022)

Data from Table 3 and Figure 4 indicate a negative dy-
namics of changes in the ratio of total public debt to GDP,
since the indicator exceeds the maximum permissible value
of 60%, which is defined in Article 18 of the Budget Code of
Ukraine (Budget Code of Ukraine, 2010).

This leads to a significant debt burden on the Ukrain-
ian economy and debt security in general. In particular, in
2019, the ratio of public debt to GDP exceeded the maxi-
mum permissible value by 11.8%, in 2020 - by 0.8%, and in
2021 the indicator was within the permissible value. Such
positive changes are caused by the growth of real GDP and

the increase in the real exchange rate of the UAH. But in
2022, there was a rapid increase in the ratio of public debt
to GDP, which exceeded the limit value of 60% by 46.5%.
First of all, this trend was caused by a drop in GDP, and in
2022 compared to 2021, this indicator decreased by UAH
1,637,872.2 million.

Analysis of budget expenditures for repayment and
servicing of the public debt of Ukraine
A constant increase in the volume of public debt is accom-
panied by an increase in the volume of repayment and ser-
vicing costs (Table 4).

( Table 4. Budget expenditures for repayment and servicing of the public debt of Ukraine in 2019-2022, mln. UAH )

. Deviation 2022-

Indicators 2020 2019 (+/-)
Public debt repayment expenses 345200.0 385500.0 443 550.0 425 530.0 +80 330.0
Expenses for repayment 261400.0  239900.0  332430.0  338500.0 +77 100.0

of public internal debt

Expenses for repayment 83 800.0 145 600.0 111 120.0 87 030.0 +3230.0

of public external debt
Public debt servicing costs 119 200.0 119 700.0 138 580.0 253 860.0 +134 660.0
Total expenses (forrepayment 4o/ 4000 5052000 5821300 679 390.0 +214.990.0

and servicing)

Source: developed by the authors based on data from the Ministry of Finance of Ukraine (2019-2022)

According to the analysis of budget expenditures for
repayment and servicing of public debt, it can be concluded
that total expenditures for repayment of public debt dur-
ing 2019-2021 increased by UAH 98,350.0 million. In 2022,
compared to 2021, there was a decrease in debt repayment
costs by UAH 18,020.0 million. As for public debt servic-
ing expenses, they grew every year, in particular, in 2020
compared to 2019, expenses increased by UAH 500 thou-
sand, in 2021 - by UAH 18,880 million, and in 2022 - by
UAH 115,280 million. Total expenditures on public debt

repayment and servicing during 2019-2022 have a negative
upward trend. In 2020, their volume increased by UAH
40,800 million, in 2021 -by UAH 76,930 million, and in
2022 - by UAH 97,260 million.

Notably, the main source of repayment of public debt is
new borrowing, so Ukraine will have to repay its debts for
a long time. Based on the data of the Ministry of Finance of
Ukraine, Table 5 shows the projected amount of expendi-
tures for the next four years that Ukraine will have to allo-
cate for repayment and servicing of public debt.

(Table 5. Projected budget expenditures for repayment and servicing of Ukrain€’s public debt in 2023-2026, mln. UAH)

Indicators

2025 Deviation 2026-

2023 (+/-)

Public debt repayment expenses 234.270.0 237.320.0 200.961.0 141.830.0 -92.440.0
Expenses for repayment 129.040.0 66.240.0 68.111.0 29.490.0 -99.550.0

of public internal debt
Expenses for repayment 105.230.0  171.080.0  132.850.0  112.340.0 +7.110.0

of public external debt
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Table 5. Continued

. Deviation 2022-
Indicators 2019 2020 2021 2022 2019 (+/)
Public debt servicing costs 119.330.0 101.140.0 86.910.0 72.900.0 -46.430.0
Total expenses (for repayment 353.610.0 3384700  287.870.0  214.730.0 -138.880.0

and servicing)

Source: developed by the authors based on data from the Ministry of Finance of Ukraine (2019-2022)

The analysis shows that in 2023, compared to 2022,
total expenditures on public debt repayment will decrease
by UAH 191,260 million, of which the cost of repayment
of the public internal debt will decrease by UAH 209,460
million, but the cost of paying oft external debt will in-
crease by UAH 18,200 million. Public debt servicing costs
will decrease by USD 134,530 million in 2023. In general,
the number of expenditures on repayment and servicing of
public debt will decrease by UAH 325,780 million. During
2023-2026, there is a positive trend towards a decrease in
the total amount of expenditures on repayment and servic-
ing of public debt, in particular, in 2024, compared to 2023,
the number of expenditures will decrease by UAH 15,140
million, in 2025 - by UAH 50,600 million, in 2026 - by
UAH 73,140 million.

In general, it can be concluded that with each subse-
quent year, the volume of expenditures on servicing and
repaying public debt will decrease, which is a positive phe-
nomenon. Thus, if Ukraine does not borrow new funds,
then in a few years it will be able to fully repay its debt.

The main reasons for the growth of public debt and
recommendations on ways to reduce it
From the analysis, it can be concluded that the main reasons
for the growth of public debt in recent years were the COV-
ID-19 epidemic, for which significant amounts of funds
were allocated and the outbreak of war on the part of russia.

Other reasons for the increase in public debt include
the following:

1) decline in production and reduction of tax revenues;

2) decrease in real GDP;

3) state budget deficit and negative trade balance;

4) accumulation of debt for repayment and servicing of
public debt of the previous period;

5) increase in public spending without corresponding
revenues;

6) unfavourable investment climate;

7) devaluation of the national currency exchange rate;

8) financing of state-owned enterprises and banks;

9) support for small and medium-sized businesses;

10) incompetence of state authorities in managing
budget revenues and expenditures (Myskiv,2020).

In order to improve the financial situation of Ukraine,
the government’s priority task should be to develop an ef-
fective strategy for public debt management. An important
task in public debt management is to determine an effective
model of institutional support for public credit manage-
ment. Today, Ukraine uses a government and partly bank-
ing model of public debt management, in which the main
tasks are performed by the Ministry of Finance and the
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State Treasury, and external debt management is carried
out through the Central Bank. But world experience shows
the inefficiency of these management models. At the pres-
ent stage, developed countries, such as Germany, France,
Belgium, Austria, Portugal, etc., use the agency model of
public debt management, which forms a separate structure
or agency that deals exclusively with public debt manage-
ment. Its main task is to select the most effective methods
of public debt management (Hrynchutskyi, 2018).

According to the authors of this study, in order to ef-
fectively manage public debt and reduce its volume, the fol-
lowing recommendations should be proposed:

1) search for additional sources of funds;

2) development and legislative approval of the state’s
debt strategy;

3) introduction of debt security monitoring;

4) optimisation of the level of tax revenues by stimulat-
ing the development of small and medium-sized businesses;

5) fight against the shadow economy, which is the
cause of tax evasion;

6) expansion of cooperation with international finan-
cial organisations.

Discussion

As noted earlier, a significant number of researchers have
investigated the impact of public debt on the country’s
economy. Even the Western economist and representative
of the school of political economy J.M. Keynes (1936) was
inclined to believe that public debt is an integral element
of public finance and is an effective means of achieving de-
mand that stimulates production and employment growth.
O.R. Zakhidna et al. (2020) highlighted not only the nega-
tive impact of government borrowing, but also the positive,
they argued that borrowing is an incentive for domestic in-
vestment. It is worth agreeing with the opinions of T. Mar-
shalok & I. Moroz (2019), who considered the perception
of a purely positive or negative phenomenon to be erro-
neous. They argued that under various conditions, public
debt has an ambiguous impact on the country’s economy.
From a positive standpoint, public debt is the attraction of
additional financial resources to meet public needs in the
presence of a budget deficit. While from another point,
the national debt is a burden, since it requires a significant
amount of budget resources for servicing. Therefore, an im-
portant task is to ensure an optimal ratio of these two alter-
natives, which can only be achieved by building a rational
public debt management system.

French economist P. Leroy-Beaulieu (1875) also held
the view that public debt can be viewed from both the
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positive and negative sides. He claimed that humanity was
able to make significant progress on the way to civilisation
precisely because of borrowing. Instead, the researcher
emphasises that it is necessary to be able to use borrowed
resources, since their inefficient use can cause negative con-
sequences for the country’s economy.

Comparing the conclusions of the authors of this study
with the conclusions of other researchers, they differ some-
what. Western economists, along with the negative impact
of debt, consider the positive, but in this study, the authors
do not consider the positive impact, since they analyse the
national debt in specific conditions, namely, under martial
law, and prove that public debt has an exceptionally nega-
tive impact on the socio-economic development of the state
and cannot have a positive impact in any way. The authors
of this study share the views of such scholars as E Modig-
liani (1961), R. Barro (1979) & G. Saint-Paul (1992), who
also described the negative impact of debt on economic de-
velopment and argued that an increase in public debt under
any circumstances leads to a decrease in economic growth.
Servicing the growing public debt requires increased
spending, which leads to a decline in economic growth.

For many years, researchers have been trying to inves-
tigate the dependence of GDP on the size of public debt.
C. Reinhart & K. Rogoff (2010) considered the issue of
slowing economic growth as a result of public debt and
concluded that public debt does not have a negative impact
on economic growth until it exceeds 90% of GDP. How-
ever, further studies have not confirmed these findings.
I. Dmytriiev et al. (2022) concluded that public debt begins
to slow economic growth when it reaches 70% of GDP. But
in the presented study, the authors concluded that the per-
missible value of public debt should not exceed the maxi-
mum 60% of GDP. Whereas T. Shahor (2018) argues that
relatively low levels of the ratio of public debt to GDP have
a positive impact on economic growth, and only at higher
levels of this ratio does the marginal effect become nega-
tive. The researcher determined that the limit of the debt-
to-GDP ratio is 130%, and not 90%, as was established in
previous studies.

In this study, the authors provided recommendations
for the implementation of effective public debt manage-
ment and reducing its volume without prejudice to the
state, among which the main one is the development of an
effective public debt management strategy. Also necessary
measures to reduce the level of public debt are increasing
the level of GDP, combating the shadow economy, stimulat-
ing the development of small and medium-sized businesses
to increase tax revenues to the budget, reducing the lev-
el of external lending, and attracting loans from domestic
creditors. T. Marshalok & I. Moroz (2019) provided slightly
different proposals for reducing public debt. They note that,
first of all, it is necessary to simplify the tax system to balance
revenues and expenditures, as well as increase the amount of
public spending on innovation activities. But such recom-
mendations as the use of domestic borrowing, support for
entrepreneurship can also be traced in the study. I.E. Ajayi
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& D.G. Edewusi (2020) also share this view, concluding that
domestic borrowing should be chosen by the government
when financing the deficit. L. Mutsakani (2022) argues
that in addition to recommendations developed by other
authors to reduce public debt, it is worth paying consider-
able attention to direct investment, as this will help close
capital gaps and reduce the need for external borrowing.

Thus, the existence of the public debt is a big problem
and a significant burden on the country’s economy, since in
the presence of public debt, a large number of resources are
lost, in particular for servicing and paying off public debt.
But in the absence of debt, these funds could be used for the
development of the country.

Conclusions

The analysis shows that public debt is an important problem
for Ukraine, as it slows down the development of the coun-
try’s economy.

In Ukraine, there is a tendency to increase the volume
of public debt at a fairly rapid pace, so in 2022 it significantly
exceeded the permissible limit and reached 106.5%.

The main reasons for the growth of public debt are the
COVID-19 epidemic and the beginning of armed aggres-
sion by Russia. Other reasons include: a decline in the ex-
change rate of the national currency against the US dollar,
a decline in production and a reduction in tax revenues, a
decrease in real GDP, a state budget deficit and a negative
balance of payments, an increase in spending on the coun-
try’s defence capability and servicing public debt.

Therapid growth of Ukraine’s public debt canlead toneg-
ative economic and social consequences. If the debt is not re-
duced and the situation does not improve, it is easy to predict
that in a few years Ukraine will be at the stage of bankruptcy.

Therefore, in order to reduce the country’s public debt,
first of all, it is necessary to raise the level of GDP, stimu-
late the development of small and medium-sized businesses
to increase tax revenues to the budget, develop an effective
strategy for managing public debt, reduce the level of exter-
nal lending, and instead attract loans from domestic credi-
tors, since this will not cause the outflow of domestic capital
abroad. It is equally important to study the foreign experi-
ence of the economically developed countries of the world
in the development of debt policy.

Thus, solving the problem of Ukraine’s debt in the short
term will contribute to its economic growth and ensure a
stable financial situation in the country.

According to the author’s team, a promising area for
further research is to detail the definition of ways and opti-
misation tools for effective management of the public debt
of Ukraine in order to reduce its volume and increase the
competitiveness of the economy.
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AHotauis. Ha cyyacHOoMy erami pMHKOBOI €KOHOMiKM, B YMOBAaX CTPIMKOrO pPO3BMTKY Inmobamisamii Ta cmiBmpari
Iep>kaB y MOMITHYHNX, eKOHOMIYHMX Ta COLia/IbHUX aclleKTaxX Jep>KaBHMII O0OPr € 00’€KTUBHO 3YMOBJIEHVIM SABUILEM,
BiH € HeBiJl €eMHOIO CKTafioBoIo iHaHcoBOI cucTeMu KpaiHy. CborogHi YkpaiHa 3HAXOZUTBCA Y CKIQJIHOMY CTaHOBMII,
BUK/IMKAHOMY II09aTKOM IIMPOKOMACIITaOHOI BilfHM 3 pOCi€I0, 110 € OJHI€I0 3 TOIOBHYX IIPUYVH iCHYBaHHA Iep>KaBHOTO
6opry. BHac/1ifok HefloCcTaTHHOI KiIbKOCTI IPOIIOBYUX peCypciB OI0fKeTY, AeprkaBa 3MYLIeHa 3a1y4aTy piHaHCOBi pecypcn
3 METOI0 BUKOHAHHA IOK/IafieHNX Ha Hel QyHKIii. MeTor fgaHOi cTarTi 6yn0 OOIPYHTYBaHHA TEOPETUYHOI CYTHOCTI
Iep>KaBHOTO OOPTy, aHaJIi3 CY4acHUX TeHJEHII (pOpMyBaHH: Iep>kKaBHOTO OOPry, BM3HAYEHH IUIAXIB ONTUMIi3aLil s
e(eKTUBHOTO YIIPaB/IiHHA Jlep>KaBHIM OOPIoM 3 METOIO JI0ro 3MeHIIeHHA. Y po6oTi aBTOpamMy 0y/I0 BUKOPUCTAHO TaKi
HAayKOBi MeTOAV: eMIipu4Huii (OmiC Ta IOPiBHAHHA), TEOPeTUYHMI (aHAIi3, CMHTe3, y3araJbHEHH), CTATUCTIYHUIL..
Y cTaTTi pOSIIAHYTO CYTHICTb Aep>KaBHOrO OGOpPry 3rifHO 3 MOIIALaMU 3apyODKHMX Ta BiTUM3HAHUX BYeHUX. Ha
OCHOBi CTAaTMCTMYHMX [AHUX OXapaKTepU3OBAHO CY4YacCHMII CTaH Jiep>KaBHOrO Oopry YKpaiHu, IpOBefeHO aHasli3
IVMHAMIKM Zep>KaBHOTO Ta TapaHTOBAHOTIO JepKaBolo 6opry 3a mepion 2019-022 pp. IlpoaHanisoBaHO oOcAr BUEATKiB
Ha IOTallleHHsA Ta 0OC/IyroByBaHHA Jiep>KaBHOro Oopry Ykpainu. Ha oCHOBi IpoBefeHOro HOCHIiKeHHS BMABICHO
OCHOBHI IIpMYMHM HasgBHOCTI Ta 3pocTaHHA 6opry, cepen sAkux emigemis COVID-19 Ta mouarok 36poitHOI arpecii
3 60Ky pocil; 3HIDKEHHsI KypCy HAI[iOHa/IBHOI BA/IIOTH; CIafl BUPOOHNUIITBA Ta CKOPOYEHHsI MOJATKOBMX HA/[XO[KEHB;
3MeHIIeHHA O0CATY peajbHOr0 BHYTPIIIHBOTO BaJOBOTO IPOAYKTY; AeiluT mep>kaBHOro OIOMKETY Ta HeraTVBHE
CaJIbIO IUIATDKHOTrO OaaHCy; 301IbIIeHHA BUIATKIB Ha 3a0e3Ie4eHHA 0O0POHO3IATHOCTI KpaiHy Ta 0OC/IyroByBaHHA
Iep>XKaBHOTO O0pry. 3alIpOIIOHOBaHI peKOMeHAalil, 110 O3BOMATh 3MEHIIUTY Jiep>KaBHMII 60pr KpaiHu Ta IigBUINATD
KOHKYPEHTOCITPOMOXKHICTh €KOHOMiKM Ha CBITOBOMY PiBHi, a came: NifBuileHHA piBHA BBII, cTuMymoBaHHA PO3BUTKY
MaJIOTO Ta CEpPefHbOro IiIPUEMHNIITBA 3 METOI 30i/IbIIeHHA NOAaTKOBUX HAIXOIKEHDb JIO0 OIOIKeTy, po3poOieHHs
edekTUBHOI cTparerii yIpaB/IiHHA fep>kaBHIM OOProM Ta iH.

KntouyoBi cnoBa: fiep>kaBHI 3al03MYeHHs; BAJIOBUII BHYTPIlIHIA IPORYKT; OOMKeTHMI medinmt; oOCIyroByBaHHSA
Iep>KaBHOTO OOPTy; YIpaBIiHHA lep>KaBHUM 60prom
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Introduction

To date, an urgent problem of modern cities is the systemat-
ic improvement of the quality of wastewater treatment with
the complete exclusion of their discharge into the natural
water bodies of the city. In real conditions, with an increase
in the load on urban wastewater treatment plants over time,
the only possible way out of this situation is the modernisa-
tion of wastewater treatment plants and their restructuring,
which significantly improves the quality of functioning and
efficiency of wastewater treatment (Shcherbakova, 2013).

The relevance of the issues of assessing the econom-
ic effect of the restructuring of the wastewater treatment
system in modern Ukrainian cities is largely based on the
problems of operating sewage treatment plants in these cit-
ies. This is conditioned by the obsolescence of the equip-
ment of purification systems, the high degree of contam-
ination of reservoirs, and the lack of investment funds for
the implementation of such projects (Nazyuta et al., 2004).
It is the prospect of reducing operating costs for the main-
tenance of sewage treatment plants, combined with an in-
crease in the degree of purity of natural reservoirs of cities,
that are key factors in assessing the degree of expediency of
such measures. The ecological factor is also a crucial one,
since it is the degree of purity of natural urban reservoirs
that largely determines the features of their further use and
affects the environmental situation and the standard of liv-
ing in cities as a whole.

Ensuring the quality of available water resources de-
pends on monitoring and controlling sources of pollution
and discharges of all possible types. Polluted water bodies
pose a significant danger to human health and the func-
tioning of ecosystems of large modern cities. Uncontrolled
discharges into reservoirs can lead to contamination of
drinking water sources, overload of water bodies with or-
ganic substances (causing eutrophication), and accumula-
tion of heavy metals and other harmful pollutants (Alabas-
ter et al., 2021). The way out of this situation may be the
restructuring of the wastewater treatment system in large
modern cities to achieve the optimal economic effect of its
subsequent use and improve the quality of services provid-
ed to residents of large modern cities.

Wastewater from industrial facilities of a large modern
city contains a large number of various impurities which
have an extremely negative impact on the sanitary condi-
tion of reservoirs located in the city and beyond. In ad-
dition, the organoleptic indicators of the water quality of
these reservoirs are undergoing changes, including possible
toxic effects on people and animals living in the locality.
A significant amount of organic impurities is in the solid
phase of the runoff, and meltwater should be considered
the most saturated in terms of the concentration of mineral
and organic impurities (Shah et al., 2021). For this reason,
a large variety of impurities in wastewater causes the vari-
ability of their composition, which causes significant diffi-
culties in their purification.

Industrial wastewater contains a large variety of com-
pounds, such as hazardous organic pollutants, heavy metals,
salts and nutrients, which makes it difficult to clean them.
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On the other hand, wastewater treatment using existing
technologies is unprofitable due to high energy consump-
tion and contributes to the emission of greenhouse gases.
Thus, the use of conventional methods of water purification
is not sustainable and not always effective. In this sense, the
restructuring of the existing wastewater treatment system
opens up broad prospects for improving the treatment sys-
tem of complex industrial wastewater and their subsequent
sustainable functioning (Shah et al., 2022).

The purpose of the study is to investigate the prospects
for achieving a sustainable economic effect by restructuring
the wastewater treatment system at the municipal level in
the city of San Francisco in the context of the possibility of
applying this experience in Ukrainian realities.

Materials and Methods

The methodology of this study was based on a combina-
tion of system analysis of the experience of San Francisco,
which was obtained during the restructuring of the waste-
water treatment system, with an analytical investigation of
a complex of factors that influenced the assessment of the
resulting economic effect. The research was preceded by
the creation of a qualitative theoretical base designed to
ensure an objective perception of the information provid-
ed, as well as the definition of key concepts of the pres-
entation of theoretical and practical material within the
framework of the stated subject of research. The theoret-
ical basis included the findings of a number of Ukrainian
and, mainly, foreign researchers involved in the moderni-
sation and restructuring of wastewater treatment systems
of large modern cities, and an assessment of the economic
effect that can be achieved as a result of the successful im-
plementation of such measures.

A systematic analysis of the experience of the city of
San Francisco, which was obtained during the restructur-
ing of the wastewater treatment system, allowed assessing
the real state of the city’s wastewater treatment system,
since its establishment in 1952. The use of the principles of
system analysis systematised the sequence of restructuring
the wastewater treatment system of the city of San Francis-
co in the context of the relationship with the possible eco-
nomic effect of the implementation of this set of measures.

The conducted study provided detailed information on
the factors determining the economic effect of the restruc-
turing of the San Francisco municipal wastewater treat-
ment plant, including the availability of real prospects for
the implementation of this experience in Ukraine.

This combination of scientific research methods prede-
termined the existence of its specific stages.

The annual economic effect of the restructuring of the
municipal wastewater treatment system in San Francisco
can be determined using the equation:

EE =(E -E, xC)x100%,

where, E - annual savings, the results that are achieved due
to the restructuring of the wastewater treatment system in
the city of San Francisco; E__ - standard efficiency ratio, the
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final value of which depends on the specific field of activi-
ty (for the restructuring of the city’s wastewater treatment
system, E_=0.85); C - costs of restructuring, including up-
grading the wastewater treatment system and setting up a
pumping and treatment facility.

With regard to the assessment of the annual effect of
the restructuring of the wastewater treatment system in San
Francisco, the calculation of the annual economic effect of
the restructuring of the wastewater treatment system of the
city will have the form:

EE =(945,000,000-1,125,000,000%0.85)x100=22.5%
Results

The San Francisco wastewater treatment system was es-
tablished in 1952. The project of restructuring the sewage
treatment plant system was developed by a consortium
consisting of the largest construction company MHWCon-
structors, specialising in the creation of projects for the re-
construction of water treatment and sanitation systems, and
WebcorBuilder. According to approximate expert estimates,
the total cost of the San Francisco wastewater treatment
plant restructuring project amounted to USD 945 million.
The annual savings from the restructuring of the treatment
plant system have amounted to USD 1,125 million. The sew-
age treatment plant is scheduled to become operational in
the summer of 2025 after the completion of its restructuring
(New treatment facilities will be built in San Francisco, 2018).

To date, San Francisco uses a combined wastewater
treatment system. There are two sewage treatment plants in
the city - 1952 and 1993, which allows for the treatment of
up to 80% of all wastewater in the city (62 million gallons of
water per day) (4., 06/14/2022) The main objectives of the
San Francisco wastewater treatment system restructuring
project include the restoration of four main combined sew-
age discharge (CSD) facilities and the installation of moni-
toring sensors and equipment that prevents backflow. These
measures are aimed at preventing the ingress of salty sea-
water into the combined urban sewage system at high tide,
and optimising the existing wastewater treatment system.

Modernisation of the treatment plant system included
the following mandatory steps:

1. Improvement of deep mechanical cleaning of
clogged water drains, which is carried out in order to elimi-
nate debris, sand and sediment removal. During the works,
up to 10 tonnes of the above-mentioned contaminants were
removed, preventing the normal operation of the wastewa-
ter treatment facilities.

2. Improving the quality of biological wastewater treat-
ment with separation of activated sludge and subsequent
clarification of treated wastewater. In particular, the pH
level increased from 4.5 to 7.1, while the hardness index
decreased from 8.6 to 6.4.

3. Conducting laboratory studies aimed at determin-
ing the level of compliance with the maximum permissi-
ble concentrations of pollutants in treated wastewater. In
particular, the concentration of iron was noted at the level
of 0.2-0.25 mg/1, nickel - at the level of 0.02-0.03 mg/1, cop-
per — at the level of 0.001 mg/1. All indicators correspond to
the minimum permissible limits.

4. Improvement of the process of channelling treat-
ed wastewater into the natural reservoirs of the city, in
particular, into the San Francisco Bay, as well as Merced
and Stow lakes.

With regard to the San Francisco sewage treatment
plant system, it should be noted that the combined sew-
age discharge system of this city allows collecting and
treating wastewater along with storm water directly in
one sewage system.

The potential economic effect of the restructuring of
the municipal wastewater treatment system in San Francis-
co is conditioned by the following factors:

1. Reduction of harmful emissions into natural res-
ervoirs and the absence of the need for their subsequent
cleaning. In particular, there was a significant decrease in
emissions of iron, nickel, and copper, the content of which
after all the measures corresponds to the maximum per-
missible regulatory values.

2. Reducing the cost of cleaning the sewage system up
to 20% of the previous volume by preventing salt seawater
from entering it.

3. Improving the quality of wastewater treatment by
restructuring the treatment system.

When assessing the expected economic effect, 22.5%
of the savings spent annually on the repair of sewage treat-
ment plants, it is worth considering the improvement of
the water quality of natural reservoirs of the city due to the
reduction of harmful discharges and a decrease in the of
disease among residents due to the overall improvement of
the environmental situation.

Figure 1 shows a flowchart of the relationship of factors
determining the overall economic effect of the restructur-
ing of the municipal wastewater treatment system in San
Francisco. Implementation of the measures is planned for
the period 2018-2022.

Renovation of the

Restructuring of the City's sewage system
San Francisco wastewater —
treatment system ~ Modernisation of

treatment plants

Reduction of the volume of Reduction of operating
harmful emissions into the )| costs of the wastewater

city reservoirs treatment complex

Figure 1. Factors determining the overall economic effect of the restructuring
of the municipal wastewater treatment system in the city of San Francisco
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The reduction of costs for the operation of the San Fran-
cisco sewage treatment system in the amount of up to 20%
after their technical modernisation and restructuring of the
entiresystemasawholeisconditionedbythefollowingfactors:

1. There is no need to carry out planned and unsched-
uled repairs of worn-out equipment of treatment facilities
after its modernisation.

2. Improvement of the quality of wastewater treatment
in general.

3. A significant reduction in the volume of emissions
of pollutants into the natural reservoirs of the city, which
subsequently eliminates the need for cleaning of reservoirs.

Figure 2 shows the scheme of the wastewater collection
system in San Francisco.

Wastewater collection system

Catchment basins‘ ‘ Storm drains ‘ ‘ Storage tanks

Figure 2. Wastewater collection system in the city of San Francisco

Qualitative restructuring of the wastewater treatment
system involves the modernisation and increase of the total
number of catchment basins in order to increase the vol-
ume of wastewater received. To date, there are over 25,000
such reservoirs in San Francisco, an increase in their num-
ber will significantly simplify the flow of storm water.

Storm drains provide redirection of water flows into
sewer pipes that direct water into the bay without cleaning
it. Modernisation of treatment facilities provides for redi-
rection of water flows to them, in order to carry out clean-
ing before discharge into natural reservoirs.

Storage tanks are designed to collect wastewater for the
purpose of their subsequent transportation to treatment
facilities. Wastewater treatment is carried out in the tanks,
which includes the deposition and separation of floating
materials. The total capacity of the storage tanks located
around the perimeter of the city today is over 200 million
gallons. Currently, 95% of all discharges in San Francisco
are storm water (Wastewater Collection System., 2018).

The process of restructuring San Francisco's municipal
sewage treatment plants includes the following key aspects:

1. Reorientation of the city’s wastewater collection sys-
tem to drain water masses into the units of treatment plants.

2. Strengthening control over the functioning of the
combined sewage system in order to prevent the ingress of
salty seawater.

3. Launch of a Sewer System Improvement Programme
(SSIP),whichinvolvesthecreationofaseismicallysafeandro-
bustsystem for monitoringthe condition of the sewer system.

4. Commissioning of treatment plants that have passed
the stage of modernisation in the process of restructuring
the city’s treatment facilities system.

The possibility of practical application in Ukrainian
realities of the experience of assessing the economic effect
of restructuring the wastewater treatment system of large
modern cities is determined by the following factors:

« current state of the wastewater treatment system;

« actual level of pollution of urban reservoirs;

«volume of investment funds required for the qualitative
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implementation of the programme of the wastewater treat-
ment system restructuring;

» prospects for improving the complex of hydraulic
treatment facilities in the future.

In this context, the organisation of surface runoft from
the territories of cities and industrial enterprises is essential.

Surface runoff from the territory of cities and indus-
trial enterprises should be considered as an intensive fac-
tor of anthropogenic load on natural water bodies. For this
reason, the key purpose of sewage treatment plants for in-
dustrial wastewater at various industrial enterprises is to
prepare and clean wastewater for reuse or to ensure their
discharge into sewer networks. Sewage treatment reduces
the content of petroleum products, fats, oils, insoluble salts
and suspended solids to a minimum. A specific option for
wastewater treatment in industrial enterprises should be
chosen based on the available types of wastewater and the
requirements that the resulting water must meet (Yamaliev
& Barieva, 2014).

To date, the possibilities of applying programmes for
restructuring wastewater treatment systems in Ukrainian
cities are significantly limited due to the lack of funds in
the city budget. In many Ukrainian large cities and small
settlements, hydraulic treatment facilities are in a dilapi-
dated state, which is conditioned by the lack of funds for
scheduled and unscheduled repairs. The ecological situa-
tion in the regions also leaves much to be desired, due to
the impossibility of performing a quality wastewater treat-
ment and its large-scale pollution by industrial wastes and
the daily life of the inhabitants of modern Ukrainian cities.

Discussion

O. Gorb et al. (2022) considered a number of problem-
atic aspects of wastewater treatment methods, using the
example of the Dikanevskiy wastewater treatment plant
(Kharkiv). The researcher notes that the restructuring of the
Dikanevskiy wastewater treatment plant provided compre-
hensive sewage treatment, with significant improvements
in complete biological and chemical treatment. Wastewater
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coming from industrial and municipal enterprises, as well
as from the population, is being treated. The throughput
capacity of the city’s treatment facilities is 450 m® per day.
Mechanical water purification involves the flow of waste-
water into the screen chamber, where the first stage of the
process takes place. Screen and rake installations purify
water from large waste. Sand and other solid waste in the
wastewater is deposited in a special channel. Then the water
enters the primary settling tank, which is a reservoir with a
volume of 50 thousand cubic metres, where it remains for
7-8 hours. The remaining solid waste is deposited here and
the light waste floats up. At the next stage, biological waste-
water treatment is carried out in 7 tanks with a volume of
25,000 m? each. Special beneficial bacteria are used for this.
In general, the author’s conclusions completely coincide
with the results obtained in the course of this study.

E. Margolina investigated the problematic aspects of
the construction of economic mechanisms to stimulate the
reduction of discharges of polluted wastewater. According
to the researcher, there are currently no well-established
mechanisms to stimulate industrial enterprises to limit the
volume of wastewater discharges into natural urban res-
ervoirs, which complicates the work of urban wastewater
treatment plants. The researcher came to the conclusion
that economic methods in most cases do not work, because
often the financial condition of enterprises is very complex
and the ecological problem of the city is of little importance
to their managers (Margolina, 2016). To date, payments for
discharges of pollutants are calculated based on information
contained in approved reporting forms, which are filled out
by the balance sheet method by the payer enterprises them-
selves, based on information about the volume of output,
the volume of raw materials used, data on standards for
emissions of pollutants. At the same time, the exact volumes
of discharges can only be determined at large enterprises
that have their own chemical laboratories. This significant-
ly complicates the possibilities of calculating payments for
discharges of pollutants by modern industrial enterprises.

M. Sillanpaa addressed the issues of improving wa-
ter purification systems, while considering a number of
problematic aspects of restructuring the treatment plant
system in the city of Boston. The researcher came to the
conclusion that the qualitative restructuring of the city’s
sewage treatment plant system allows improving its water
supply and enhancing the quality of water in urban reser-
voirs. The researcher notes that during the restructuring
of the treatment plant system of Boston in 1948-1949, it
was possible to reduce the volume of harmful impuri-
ties in the water several times, while the cost of operat-
ing treatment facilities in the city decreased by 30-35%.
This saved the city budget by directing them to the imple-
mentation of a number of public and social programmes
(Sillanpaa., 2020). The author’s conclusions regarding the
reduction of costs for the maintenance of treatment fa-
cilities through their modernisation completely coincide
with the results obtained during the implementation of
this study, which confirms the existence of economic
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prospects for the modernisation and restructuring of the
treatment facilities system.

S. Ameta and R. Ameta, in a joint scientific study,
considered a number of problematic aspects of improving
oxidation processes during the restructuring of the waste-
water treatment system. It was revealed that the use of new,
environmentally friendly chemical technologies in waste-
water treatment systems of large modern cities ensures the
achievement of high results in the search for an environ-
mentally friendly method of wastewater treatment. As an
example, during the restructuring of the wastewater treat-
ment system in the city of Plovdiv (Bulgaria), results were
obtained indicating a significant improvement in the state
of wastewater with the introduction of technology based
on the use of a series of settling tanks and filters in which
water suspensions of varying severity settle. The technol-
ogy is completely environmentally friendly and does not
require additional use of chemically active substances. In
addition, the economic effect of using such technology,
according to the presented calculated data, is up to 15%,
which is expressed in a reduction in the cost of operat-
ing treatment facilities (Ameta & Ameta, 2018). Thus, the
experience of restructuring the sewage treatment plant
system in Bulgaria clearly shows that the use of innova-
tive solutions during the restructuring of the wastewater
treatment system of a modern city can reduce the cost of
operating wastewater treatment facilities and improve the
quality of wastewater in a modern city.

The team of authors represented by A.N. Khan,
M. Naushad and A.H. Hamidi, conducted a joint study of a
number of problematic aspects of improving the function-
ing of the wastewater treatment system of a large modern
city. The researchers found that during the restructuring
of the wastewater treatment system of Patna (India), as a
result of mistakes made during the work, a significant re-
lease of harmful substances into the waters of the Ganges
River was produced, which caused large-scale pollution
and significantly worsened the environmental situation in
the region. It was possible to rectify the situation through
the introduction of a set of measures for biological waste-
water treatment, which stabilised the environmental situa-
tion and led to its gradual levelling. In turn, this helped to
reduce the costs of developing new measures to improve
the quality of wastewater treatment, and also reduced the
operating costs of maintaining treatment facilities that have
undergone restructuring (Khan et al, 2022). In general, the
conclusions of the researchers correspond to the results ob-
tained in the course of this study, complementing them in
the context of assessing the role of biological methods of
wastewater treatment in the overall complex of work on the
restructuring of treatment facilities in a large modern city.

A. Stefanakis and I. Nikolaou conducted a joint study
of a set of measures to organise a circular economy and as-
sess its sustainability in the realities of the modern market
system. In the course of the study, the researchers evaluated
the effectiveness of the restructuring of the treatment plant
system of the city of Lodz (Poland) and the impact of this
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process on the allocation of city budget funds. Researchers
have come to the conclusion that a uniform reduction in
wastewater treatment costs, due to the modernisation and
restructuring of the city’s sewage treatment plant system, is
completely realistic considering the prospects for obtain-
ing a significant economic effect (Stefanakis & Nikolaou,
2021). According to the authors, the restructuring of the
city’s sewage treatment plant system improves the quality
of wastewater treatment and reduces the cost of its mainte-
nance up to 25% of the funds allocated from the city budget.
In general, the conclusions completely coincide with the re-
sults obtained in this study in the context of assessing the
economic efficiency of restructuring the treatment facilities
system of a large modern city.

The high contamination of natural reservoirs in large
modern cities creates great problems for the operation of
sewage treatment plants. The issues of urban water resourc-
es management are directly related to the problems of re-
structuring existing wastewater treatment facilities in cities.
In particular, various aspects of the recycling and reuse of
wastewater from modern cities are of particular relevance
(Srivastas et al., 2022). A qualitative solution to such issues
will contribute to a more rational use of urban wastewater
treatment facilities and the improvement of methods for
cleaning natural urban reservoirs. One of the most optimal
solutions to this problem is the gradual reorientation of the
wastewater discharge of urban enterprises from natural res-
ervoirsinto the system of urban wastewater treatment plants.

In the conditions of large modern cities, the optimal
solution to the problem of wastewater treatment can be the
modernisation of treatment facilities, in parallel with the
introduction of modern complexes of biological treatment
methods. One of these is floating biological reactors. They
contain strains of microorganisms capable of processing
water pollution, which ensures the high quality of natural
water purification in urban reservoirs (Bhattacharyaj et al.,
2017). The subsequent release of biologically treated water
into the city’s wastewater treatment plant system, with its
passage through the filtration system, leads to a significant
improvement in the quality of municipal wastewater treat-
ment and the environmental situation in the city.

Reconstruction and restructuring of treatment facilities
do notallow the use of standard solutions. Therefore, the key
principles of the reconstruction of urban treatment facilities
should be the maximum reduction of material investments
in capital construction, with the achievement of the max-
imum possible economic effect from the commissioning
of treatment facilities that have undergone modernisation
(Shah, Rodriguez-Couto & Biswas, 2021). The economic ef-
fect of the restructuring of the wastewater treatment system
in this context should be decisive, since it is its achievement
that makes it expedient to modernise the treatment system.

Microbial wastewater treatment focuses on the use of
microorganisms as decontamination agents for the treat-
ment of contaminated wastewater, which is a worldwide
problem. Microbial-based processes are seen as promis-
ing technologies for solving the ever-growing problem of
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polluted wastewater and natural reservoirs in modern cit-
ies. In this context, the developed technological processes
are of fundamental importance to address the five main
trends in wastewater treatment, including nutrient removal
and recovery, trace amounts of organic compounds, energy
conservation and production, sustainability and commu-
nity participation (Shah, Rodriguez-Couto, 2019). Micro-
bial wastewater treatment technologies are of fundamental
importance from the standpoint of developing modern
methods of restructuring the wastewater treatment system
of modern large cities, and also have significant prospects
from the standpoint of the practical application of the latest
technologies to address issues of improving the environ-
mental situation in a large modern city.

Reconstruction of the sewage treatment plant system,
as a rule, involves equipping them with new, more modern
equipment, which in the future can ensure the achievement
of higher wastewater treatment rates (Ranade & Bhandari,
2014). High-quality and uninterrupted operation of this
equipment for a considerable period of time guarantees a
sustainable economic effect in the long term. This is condi-
tioned by the fact that in this case, the volume of harmful
emissions into natural urban reservoirs is significantly re-
duced, which causes the absence of the need for their regu-
lar cleaning. In addition, for a certain period of time, there
will be no need to incur costs for carrying out planned re-
pairs of treatment facilities after their modernisation.

Improvement of the functioning of sewage treatment
plants can be achieved by introducing a large volume of
algae and microorganisms into the purification system for
water purification in natural urban reservoirs (Bandh &
Malla, 2022). In combination with improving the operation
of urban drains, this measure can become very effective.

Biological treatment facilities are now beginning to be
actively used in cities. Their appearance is caused by the
fact that very often operating sewage treatment plants are
not able to fully meet the needs of the city in the quality
of wastewater treatment and environmental safety of nat-
ural urban reservoirs. At the same time, the introduction
of biological wastewater treatment methods into urban
wastewater treatment systems often justifies itself purely
from an economic standpoint (Mohammad & Ang, 2021).
In particular, the modernisation of urban sewers today may
include the installation of additional biological treatment
units, disinfection and elimination of sediment. These are
significant additions to the mechanical cleaning units,
which are usually installed in the system of urban sewage
treatment plants. Biological purification units perform the
function of extracting organic elements from water, as well
as phosphoric and nitrogenous compounds. The choice
of an effective combination of water purification meth-
ods during the modernisation of urban sewage treatment
plants largely determines the overall efficiency of the urban
wastewater treatment plant system.

The restructuring of the wastewater treatment process of
alarge modern city should affect all its stages, from mechan-
ical treatment to disinfection of wastewater. In this context,
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it is mandatory to improve the hydraulic structures included
in the wastewater treatment system, and to replace outdat-
ed equipment with new, more advanced ones if such a need
arises. In this case, it is possible to achieve a gradual reduc-
tion in the costs of implementing the wastewater treatment
process and increase the economic efficiency of the entire
treatment system as a whole. The final quality of wastewa-
ter treatment is of fundamental importance from the stand-
point of ensuring a high level of environmental safety for the
residents of a large modern city and maintaining the proper
level of environmental protection for the overall population.

Conclusions

The restructuring of the wastewater treatment system of a
modern large city, which was considered on the example
of San Francisco, necessarily includes the modernisation of
functioning wastewater treatment facilities to improve the
overall quality of wastewater treatment and, as a result, im-
prove the overall quality of water supply and water use ser-
vices provided to residents of a large city. At the same time,
the expected economic effect of the restructuring of the San
Francisco wastewater treatment plant system includes the
difference between the results of the system’s activities before
and after the restructuring process, and the costs incurred to
obtain similar results for changes in the operating conditions

The application of the experience of the city of San
Francisco in Ukrainian realities implies careful control
of the funds allocated for the work. At the same time, it
is advisable to adopt the experience of successive mod-
ernisation of the city’s sewage treatment plants in paral-
lel with the modernisation of the wastewater collection
system. Also particularly effective in this context will be
the improvement of the sewage systems of Ukrainian cit-
ies, which would allow reorienting the city’s wastewater
collection systems to drain water masses into the units of
treatment facilities. This will contribute to enhancing the
overall efficiency of treatment facilities and improving the
overall environmental situation in Ukrainian cities. In ad-
dition, the consistent modernisation of urban wastewater
treatment plants with the reconstruction of urban sewers
will lead to a reduction in the cost of maintenance of waste-
water treatment plants, due to the reduction of harmful
emissions into urban reservoirs. In general, there are real
opportunities to apply the experience of San Francisco in
the realities of modern Ukrainian cities. This opens up ad-
ditional opportunities to improve the quality of treating
of natural reservoirs in Ukrainian cities and will also al-
low saving the funds of the city budget allocated for their
cleaning in the long term.

of the entire system. In the modern conditions of the city of Acknowledgements
San Francisco, this means that in order to calculate the men- ~ None.
tioned economic effect, it is necessary to account for the costs ]
of creating a complex for pumping and treating wastewater Conflict of Interest
and upgrading the city’s sewage treatment plant system. None.
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EkOHOMiYHMI1 epeKT pecTpyKTypu3aLii CUCTEMM OUYMLLLEHHAI CTOKOBUX BOJ,
Ha MyHiLuunanbHoMy piBHi B MicTi CaH-®paHLUuUCKo:
MOXUIMBOCTI B YKpaiHCbKUX peanisix 3aCToCyBaHHSA
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AHOTaLifl. AKTYyaJIbHICTb TeMaTMKMU eKCIUTyaTallii CcTaTTi OOyMOBIIIOETbCA HAasABHICTIO CKJIAJHMX CUCTEM OYMIIEHHA
CTOKOBMX BOJ BEIMKUX CyYaCHUX MICT i HEOOXiIHICTI0O BHECEHHA SAKICHMX 3MiH y CTPYKTYpY iX (pyHKI[iOHYBaHHA.
OCHOBHOIO MeTOI0 POOOTH € JOCIIPKEHHA IIOCUICHOTO epeKTy pecTPyKTypU3allii CcTeMy OYMIeHHA CTOKOBUX BOJ Ha
MyHinunanpbHoMYy piBHI B MicTi CaH-QpaHINCKO, B KOHTEKCTi BUBYEHHS IEePCIIEeKTUBHIX MOXX/IMBOCTEN 3aCTOCYBaHHA
OTPMMAaHOTO JJOCBily B YKpaiHCbKMX peanisfix. OCHOBY METOMIONIOTiYHOTO MiXOAy B LIbOMY HayKOBOMY HOCIi>Ke€HHi
CTAaHOBUTD IOENHAHHA METOJIB CHCTEMHOTO aHaji3y HOcCBimy, oTpumaHoro B CaH-PpaHINCKO B XOfAi IpOBefeHHA
PecTpyKTypU3allii CYCTeMV OYNIIeHHA CTOKOBMX BOJ, 3 aHAJIITMYHUM JJOCII/PKeHHAM (paKTOpiB, 110 BIVIMBAIOTh Ha OLIIHKY
edeKkTy Bifj BUKOHAaHH: LIbOIO 3aXOAy. Y XOfi IPOBeleHHs HAyKOBOTO NOCTIKEHHS OYIM OTPMMaHi pe3ylIbTaTy, L0
CBiZYaTh IIPO HEOOXiTHICTD 3i/ICHEHHA KOMIUIEKCHIUX iHBECTUILINIHIX BIMBaHb Y PeCTPYKTYPU3ALiI0 CUCTEeMU OYUILeHH A
CTOKOBUX BOJI, ICHYIOUMX Y BETMKOMY CYJaCHOMY MiCTi, 3 METOIO OTPMMaHHA CTilIKoro eeKTy Bifj peanisanii Takoro pogy
Iporpam i MigBUIEHHA AKOCTI IIOCIYT BOJOKOPUCTYBAHHSA, 10 HAJJAIOTbCA CYyYaCHUM JXKUTEIAM. YKPAMHCKUX TOPOJIOB.
PesynbraTty, oTpyMaHi B HAYKOBO-IOCIiIHIN poOOTi, a TaKo>X chOpMy/IbOBaHi Ha X MiZCTaBi BUCHOBKY, MAIOTh CYyTTEBE
IIpaKTUYHe 3HAYeHH: 3 TOUKM 30y IepCIEeKTUBY MOJMIIeHHA QYHKIIIOHYBaHHA CUCTEMI OYMIIeHHS BeIMKIX CY4acHNUX
YKpaIHChKVX MicT i cTabinizanii saraqbHol eKoIOriyHOI cuTyalii B IMX MiCTaX, a TAKOXX OTPUMAaHHA JOC/IIPKYBaHOTO
edeKTy MOCUIEHHA. BiJi IpoBefieHHA pobiT 110 MOofiepHi3alii c1CTeMM OYUIEHHS CTOKOBMX BOJ 3 METOI0 IifIBUIEHHA
AKOCTI IIOC/IYT, 0 HAZAKTHCA XKUTEAM MICT

KntoyoBi cnoBa: MofepHi3alis crcTeMy CTOYHOI BOAM; OUMIIIeHHA CTOKOBOI BOJV; eKOHOMIYHMI ePeKT; peCTPyKTypu3salisa
CUCTEMM OYMCTKM; MYHIIUIIa/IbHII PiBEHb; €KOJIOTiYHa CUTYyalLis
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Abstract. In the context of a full-scale invasion of the russian federation, Ukrainian exporters faced problems with
the physical supply of products to traditional sales markets. The purpose of the study was to analyse trends in the
transformation of marketing logistics of crop production exports caused by the influence of martial law factors in
Ukraine. The methodological basis of the research was a systematic approach and comparative analysis, monographic,
statistical groupings, abstract and logical methods. The study examines the views of researchers on the content and role
of marketing logistics in exports and highlights the main problems of exporters of crop production caused by a full-
scale war with the russian federation. Statistical data on the dynamics of the share of certain types of plant products
in the total export of the country are analysed and trends in the transformation of its commodity and geographical
structure are determined. The negative impact of production restrictions and marketing logistics restrictions on the
export of processed crop products, which form a higher added value compared to grain crops, is established. The
assessment of the transformation of the geographical structure of crop exports showed a significant increase in the share
of European countries due to the availability of transport logistics to these sales markets and stimulating institutional
state influences. The conclusion is made about the positive impact of the development of marketing and sales logistics
in the conditions of war on the prospects for increasing sales volumes in European markets of crop production in the
conditions of post-war recovery. Further implementation of measures for its development will allow domestic exporters
to gain a foothold in these sales markets and restore their positions in the export of cereals and oilseeds in the traditional
markets of African and Asian countries. The practical significance of the study is that its results can be used by state
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institutions responsible for the development of the agricultural sector, when substantiating measures to support the
crop industry and stimulate the export of its products, commodity producers and traders — when developing export
strategies, scientists — when further studying the problems of export marketing logistics development

Keywords: plant products; export markets; product distribution channels; alternative logistics systems; armed aggression;

post-war recovery

Introduction

Since the beginning of the active phase of the Ukraini-
an-russian war on February 24, 2022, the role of marketing
logistics for export-oriented companies has become stra-
tegically important. Traditional distribution channels for
crop production were partially blocked. The occupation of
part of the territory of Ukraine, the destruction of elevator
capacities, and the periodic de-energisation of the remain-
ing part of them led to the fact that agricultural producers
and traders faced not only problems with the sale of prod-
ucts but also their physical safety. Under these conditions,
some of them were able to reorient themselves to other sales
markets, reviewing not only the distribution channels but
also the degree of processing of products. The analysis of
the main trends in changes in the commodity structure and
export areas of Ukrainian crop production determines the
degree of adaptability of the marketing logistics system of
industry enterprises and substantiates proposals for its fur-
ther development in the conditions of post-war recovery.

O.S. Molnar et al. (2022) note the importance of an
enterprise’s logistics mission in its marketing system.
N.H. Hurzhiy (2017) suggests that the functional content
of sales, which is an element of the marketing complex,
includes three generalising functions: marketing, which
combines market analysis, distribution and sales direct-
ly; logistics — responsible for the physical distribution of
products (commodity movement); organisational and
managerial — provides motivation and control of sales ac-
tivities, forms an organisational sales mechanism. E. Sos
(2021) emphasises that logistics should be considered as a
separate industry and that cooperation with the marketing
field is important, so in the long run, the development of
marketing logistics strategies is necessary for effective cus-
tomer service. A similar opinion is held by O.Y. Hromova
& N.S. Tereikovska (2019), stating that the development of
modern marketing and logistics concepts leads to the fact
that none of the concepts is effective without using a differ-
ent concept. D.H. Kholmamatov (2022) simultaneously in-
cludes almost the entire complex of marketing and logistics
functions in the content of the concept of “marketing logis-
tics”. G.O. Kholodnyi (2019) defines marketing logistics as
“a system aimed at the most optimal customer satisfaction
in order to achieve sustainable competitive advantages by
integrating, optimising, and rationalising logistics flows
that include material, financial, and information flows”
O. Velychko et al. (2019) argue that marketing logistics pri-
marily combines the areas of supply and distribution logis-
tics. R. Bilovol & A. Chaikina (2016) came to the conclu-
sion that marketing logistics of agricultural enterprises is

Scientific Bulletin of Mukachevo State University. Series "Economics”, 10(1)

a subsystem of general logistics management of the enter-
prise, which is the process of managing planning, control of
marketing logistics operations in order to meet consumer
demand with minimal costs, considering the features that
are associated with the production, warehousing, storage,
and transportation of agricultural products.

The problems of developing export logistics of domes-
tic crop production on the eve of a full-scale invasion were
outlined by O. Kaliuzhna et al. (2019), who noted that in-
efficient logistics is a barrier to the future growth of grain
exports from Ukraine, and identified areas for its improve-
ment. Less categorical about the assessment of its effec-
tiveness is I. Mayorova (2021), who suggests that “logistics
schemes for grain delivery in Ukraine require partial mod-
ification”. The results of the analysis of the pre-war and cur-
rent state of the grain logistics system and suggestions on
ways to develop it during the war and after its end are given
in the paper by O. Zakharchuk et al. (2022). T. Larina et al.
(2020) structure the problems of export agricultural logis-
tics at micro-, meso-, macro-, and supranational levels, and
provide proposals for increasing the export potential of the
agricultural sector in Ukraine, most of which require active
involvement of state institutions for their practical imple-
mentation. The role of the national government in shaping
the international marketing logistics system is also empha-
sised by Obaid-Ur-Rehman (2016).

From the analysis of these publications, it is clear that
the development of marketing logistics for the export of
Ukrainian crop production is relevant, but the impact of new
factors caused by martial law on it requires further study.

The purpose of the study was to analyse trends in the
transformation of marketing logistics of crop production
exports caused by the influence of martial law factors in
Ukraine.

Materials and Methods

The theoretical basis of the research was Ukrainian and for-
eign studies devoted to the problems of defining the content
of the concept of “export marketing logistics” and the prob-
lems of its development in Ukraine. The information base of
the study was the official data of the State Statistics Service
of Ukraine (Commodity pattern of foreign..., 2023; Coun-
tries by commodity structure of foreign...,2023), operation-
al information of the Ministry of Agrarian Policy and Food
of Ukraine on the commodity and geographical structure of
crop exports (The state of foreign trade in..., 2023), and the
results of monitoring the dynamics and trends of its chang-
es by specialists of the National Research Centre “Institute
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of Agrarian Economics” (In January-August 2022, Ukraine
exported..., 2022, In January-August 2022, the Europe-
an Vector..., 2022). To achieve this goal, the research was
structured into successive stages: analysis of the dynamics
of exports of agricultural products of Ukraine as a whole
and the shares of the main groups of crop production in
it for 2017-2022; determination of the main factors of the
influence of wartime on the marketing logistics of export
of crop products; comparative analysis of the geographical
and commodity structure of exports in the pre-war and
war period and determination of trends in transformation.
In the course of the research, a systematic approach to the
study of economic phenomena was used, which consists in
dismembering the multicomponent system of marketing
logistics of export of crop production based on the prin-
ciple of the greatest importance of the connections of its
components and highlighting the main properties of the
system object with an indissoluble connection of structure
and function in their dynamics and simultaneous changes
in the state and transition to a qualitatively new level un-
der the influence of exogenous factors. The methodologi-
cal basis of the study was made up of theoretical methods:
retrospective, comparative analysis, statistical groupings,
abstract and logical. The use of the analytical method and
content analysis allowed characterising the features of mar-
keting logistics of export of Ukrainian crop production and
identifying the main factors of security, institutional, pro-
duction, transport, and sales nature, instigated by the war,
which affected the state and its functioning under these
conditions. The retrospective method in combination with
comparative analysis was used to investigate the dynam-
ics of export volumes of the main groups of agricultural

products, their contribution to the total export revenues
of Ukraine, and identify trends in their changes. Using the
method of statistical groupings, trends in the transforma-
tion of the geography and structure of exports of Ukrainian
crop production were determined, and the use of graphi-
cal and tabular methods for presenting indicators - to il-
lustrate the results of the analysis of statistical indicators.
The abstract and logical method was used to substantiate
theoretical generalisations about trends in the develop-
ment of the research subject and generate conclusions.

Results and Discussion

Dynamics of exports of agricultural products of Ukraine
as a whole and shares of the main groups of crop produc-
tion in pre-war and war times

Ukraine plays a significant role in maintaining global food
security. 2017-2021 was characterised by a rapid increase in
the volume of exports of domestic agricultural products, in
particular, the increase in sales of plant products on foreign
markets amounted to 68.6%, and finished grain products -
39.9% (Table 1), however, the consequences of full-scale
military operations were a drop in these indicators. The
current situation in Ukraine has negatively affected the lev-
el of food security in some countries of the world. Accord-
ing to Human Rights Watch, “.. this has already exacerbat-
ed the food crisis in the Middle East and North Africa. In
particular: Lebanon receives 80% of wheat from Ukraine;
Egypt buys wheat and large volumes of oil; Libya imports
more than 40% of wheat; Yemen - at least 27%. In addition,
the authorities of northwestern Syria provide the region
with wheat and flour purchased through Turkey, which
also imports 90% of wheat from Ukraine” (Melnyk, 2022).

( Table 1. Dynamics of exports of agricultural products of Ukraine, thous. USD )
Product name accordin
to UCT ZED 9 2018 2019 2020 2021 2022 *
;h'i'ra’ael i?i'g?r?'s; products of 1.108.757 1.210.638 1.277.016  1.188.165 1.345.195  1.353.988
2. Products of plant origin. incl. 9.215.708 9.886.060 12.914.543 11.883.238 15.538.028 12.037.374
live trees and other plants 3.957 4.443 6.480 5.743 8.143 4.668
vegetables 235.369 235.683 184.515 168.147 196.607 93.554
edible fruits and nuts 195.287 228.564 260.112 238.390 368.197 291.816
coffee. tea 13.610 12.059 11.709 15.011 15.901 10.246
grain crops 6.501.134 7.240.558 9.633.334 9.410.669 12.343.846 8.079.764
products of the flour and cereal 181.891 175.811 202.099 154.491 148.284 119.680
industry
seeds and oilseed fruits 2.060.121 1.954.150 2.563.242 1.842.431 2.435.156  3.406.193
natural shellac 588 1.091 819 944 3.607 2.363
plant materials for manufacturing 23.750 33.702 52.233 47.412 18.287 29.092
i;gi::ﬁﬁﬁgfff animal or 4.605.666 4.496.511 4.732.237  5.746.922  7.037.234  5.434.186
4. Ready-made food products. incl. 2.826.723 3.018.601 3.220.384 3.361.028 3.788.475 2.214.411
finished grain products 296.408 268.310 269.366 313.079 414.599 229.368

Note: * - for January-November 2022
Source: according to data (Commodity pattern of foreign ..., 2023)
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Therewith, according to K. Deininger et. al (2023), the
implications for regional and global food security will be
far-reaching, with 41.5 million hectares of highly fertile
land exceeding the agricultural area of France (18 million
hectares), Germany (12 million hectares), and Poland (11
million hectares) combined, given Ukraine’s traditional role
as a breadbasket and the main exporter of wheat and sun-
flower oil. The authors note that losses in the production of
Ukrainian agricultural products can increase if farmers are
unable to harvest due to lack of resources or do not want to
do so, because they will not be able to sell it - for example,
due to a lack of storage facilities, and suggest identifying
areas or groups that are particularly affected by the crisis
and may need short-term support. This corresponds to the
results of the study on the need to support agribusiness by
government and international institutions in the develop-
ment of logistics infrastructure during the war to ensure
the sale of products.

N.M. Ngoc et al. (2022), examining the risks to the
global supply chains of the russian-Ukrainian war, also con-
cluded that “the war has created additional pressure on the
already strained global supply chain. Freight rates, especial-
ly for sea and rail transportation, are already very high and
may increase even more due to the negative consequences

of the conflict. The impact of food disruptions is also inevi-
table, as russia and Ukraine together account for more than
a quarter of wheat exports, 19% of corn exports, and 80% of
global sunflower oil exports, with Ukraine alone account-
ing for almost a quarter of sunflower oil exports”. At the
same time, the concern of economists that problems with
supply chains can delay global economic growth and lead
to higher inflation in all countries, and the search for alter-
native sources of raw materials requires long-term invest-
ment before it is possible to supply products to the world
market, contributed to the search for opportunities to de-
velop alternative logistics systems for supplying Ukrainian
agricultural products to foreign markets.

According to the published data of the State Statistics
Service of Ukraine for January-November 2022, there was
a significant reduction in exports of finished grain prod-
ucts (-39.4% compared to the same period of the previous
year) and vegetable products (-12.1%), with the exception
of seeds and fruits of oilseeds (+49.7 %) (Table 1).

The share of the main groups of crop production in Janu-
ary-November 2022 in the total volume of exports of Ukrain-
ian producers increased compared to previous periods,
whichis conditioned byasignificant decreasein absoluteand
relative terms of most types of industrial products (Table 2).

( Table 2. Dynamics of the share of certain types of plant products in the total export of Ukraine, % )
Product name according to UCT ZED
Plant-based products 21.3 20.9 25.8 24.2 22.8 29.6
Grain crops 15.0 15.3 19.2 19.1 18.1 19.9
Products of the flour and cereal industry 0.4 0.4 0.4 0.3 0.2 0.3
Seeds and oilseed fruits 4.8 4.1 5.1 3.7 3.6 8.4
Fats and oils of animal or vegetable origin 10.6 9.5 9.5 11.7 10.3 13.4
Finished grain products 0.7 0.6 0.5 0.6 0.6 0.6
Note: * - for January-November 2022
Source: according to data (Commodity pattern of foreign ..., 2023)

At the same time, the authors share the opinion of
P. Putsenteilo ef al. (2018) and O. Zakharchuk (2021) that
the raw material orientation of Ukrainian exports makes
Ukraine’s position in foreign markets vulnerable, since the
demand for raw materials is unstable and characterised by
significant seasonal price fluctuations, and the experience
of many countries shows that producers receive the greatest
profit from the sale of processed products, and not from the
sale of raw materials. Therefore, developed countries pro-
cess raw materials before exporting their products in order
to sell the final product of consumption at a higher cost.
The main factors of wartime influence on the marketing
logistics of crop production exports
In the pre-war period, the high potential of the Ukrainian
grain sub-complex did not provide proper performance for
all grain market participants, which was explained by the
imbalance between domestic consumption and export sup-
plies, the high price of financial resources, and the lack of
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clarity of state functions (Kazmir, 2021). At the beginning
of a full-scale invasion, new problems generated by the war
were added to this complex of unsolved problems.

Military actions on the territory of any country affect
the functioning of the economy and the behaviour of eco-
nomic entities. This impact is determined by the duration
and intensity of the war. In agricultural production, which
forms the export supply, the consequences can be divided
into short-, medium-, and long-term.

With the beginning of the second active phase of the
Ukrainian-russian war, the agricultural sector of Ukraine
faced the following problems (Nimani & Spahija, 2023):

« Occupation of Ukrainian territories: destruction of
production capacities, infrastructure, problems of organ-
isation of the sowing, lack of animal feed, shutdown of
agricultural enterprises, a large number of mined territo-
ries (about 100 thousand hectares — Chernihiv, Luhansk,
Donetsk, Kharkiv, Kherson, Zaporizhzhia, Kyiv oblasts).
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«Problems with logistics: the aggressor’s blockade of
sea transportation, which negatively affected the imple-
mentation of foreign trade operations of national econom-
ic entities, the release of capacities for storing grain of the
future crop; the destruction of transport infrastructure,
the destruction/out-of-sync of logistics chains within the
country and outside.

o A decrease in the volume of the domestic market
and a decrease in the purchasing power of the majority of
Ukrainians. The deficit of consumption of meat and dairy
products by Ukrainians, which was observed even before
the war, increased significantly during wartime.

« Lack of resources for agricultural production: lack of
fuel, lack of feed, shortage of certain types of fertilisers, lack
of plant protection products, problems with resources and
facilities, as well as rising prices for the means of produc-
tion of the agricultural sector.

« Problems with the labour force: internal and external
migration, mobilisation to the Armed Forces of Ukraine,
rising unemployment, psychological problems of person-
nel: work under constant stress and anxiety.

« Theft of Ukrainian agricultural machinery and prod-
ucts: grain, oil, vegetables, fruits, etc.

This list can include the disruption of distribution
channels due to the shutdown of some processing and el-
evator companies, and unpredictable changes in the price
situation on the market for each type of commodity.

A shortage of storage capacity in the 2022 season,
caused by the inability to export sufficient output, and a
war-induced shortage of key resources such as fuel, fertil-
iser, seeds, or labour, can affect farmers’ decisions regarding
crops and crop management in 2022 and subsequent sea-
sons (Deininger et. al., 2023).

Under such conditions, the creation of an alternative
logistics system became an urgent issue of the national
economy as a whole, since Ukraine had the opportunity
to export already produced agricultural products (harvest
2021) for USD 7-10 billion, which would ensure the receipt
of foreign exchange earnings in the country and this would
be an important component of supporting its economy in
war conditions. In addition, farmers had to free up storage
capacity for a new crop.

Comparative analysis of the geographical and commodi-
ty structure of crop production exports in the pre-war and
war periods and determination of transformation trends
Analysing the geographical structure of grain exports, it can
be stated that in 2021 they were delivered to 122 countries of
the world, but 79.9% of deliveries in monetary termsaccount-
ed for 15 countries, in particular, China - 20.7%, Egypt -
11.2%, Turkey - 7.4%, Indonesia - 6.1%, Spain - 5.2%, the
Netherlands - 4.2%, Iran - 4.3%. The value of exports to these
6 countries amounted to USD 7,337,496.1 thousand (Fig. 1),
which accounted for 59.4% of the total export amount for
this group (Countries by commodity structure..., 2022).

Lebanon mmssm 230 350.2
Italy mmmm 237 563.4
Marocco mmmmm 266 067.0
Saudi Arabia e 266 431.4
Israel mmmmm 277 257.4
Tunis s 306 102.8
Libya w341 608.1
Pakistan mssssss 354 830.4
Iran (Islamic Republic) s 533 326.3
Netherlands m———— 552 241.3

Spain EEEESS———— 644 882.9
Indonesia m———— 749 759.7
Turkey m——— 918 329.5
Egypt memesssssssssssssssssm 1386 442.4
China e 2552 513.9

Figure 1. Largest exporting countries of Ukrainian grains in 2021, thousand USD
Source: based on (Countries by commodity structure..., 2022)

For 11 months of 2022, grain exports in monetary terms
decreased by 24.8% compared to the same period of the
previous year, but only by 5.3% compared to 2020. Accord-
ing to the National Research Centre “Institute of Agrarian
Economics’, the largest buyers of Ukrainian grain in Janu-
ary-August 2022, as before, were the countries of Asia, the
European Union, and Africa. The leading position in the
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rating of the main importers of Ukrainian grain is held
by China, whose share in total exports during this period
amounted to 14.4% of the cost of deliveries. This Asian coun-
try purchased USD 749 million worth of Ukrainian grain (In
January-august 2022, Ukraine..., 2022). At the same time,
there is an increase in the total share of European coun-
tries, which account for more than 35% of exports (Fig. 2).
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Figure 2. Shares of individual countries in the exports of Ukrainian grain crops
in monetary terms in January-August 2022, %
Source: based on (In January-august 2022, Ukraine exported..., 2022)

The products of the flour and cereal industry form
a higher added value compared to grain. According to
G. Kundieieva & O. Kulish (2017), each tonne of flour sold
brings an additional USD 100 more in foreign exchange
earnings compared to wheat exports. But it occupies a small
share in the total volume of exports of domestic products
and the negative trend is its reduction in dynamics, while

in absolute terms the decrease amounted to USD 33,607.3
thousand in 2021 compared to 2017. In 2021, the products
of this group were delivered to 132 countries of the world,
among which 13 provided 57.3% of the total sales of prod-
ucts of this group, while relatively insignificant percentage
values for each of the buyer countries indicate the diversifi-
cation of sales markets (Fig. 3).

Other 119 countries of the
World - 42.7

Germany - 2.2

Moldova - 8.4

\)‘ Turkey - 5.2
Indonesia - 2.1 k\

Thailand - 2.4 ~ Libya - 2.6

Israel - 6.9

United Arab Emirates - 6.4

Nigeria- 4.5
Palestine - 4.5

Poland - 4.5
China - 4.2

Somalia - 3.3

Figure 3. Shares of individual countries in exports of Ukrainian products of the flour
and cereals industry in monetary terms in 2021, %

Source: based on (Countries by commodity ..., 2023)

The main volumes of exports of flour and cereal indus-
try products in 2022 fell on the second half of the year, as
exporters gradually mastered new logistics supply routes,
mainly to EU countries after opening their market for
Ukrainian products by abolishing duties and quotas (Fig. 4).

In 2021, Ukraine exported seeds and oilseed fruits to
92 countries, but only 13 of them accounted for 90.6% of
the total value of products sold in this group on the foreign
market and more than 60% to European countries (Fig. 5).
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A significant increase in the export of seeds and oil-
seed fruits in 2022 was mainly conditioned by the difficulty
of selling vegetable oils that were traditionally exported by
sea, and the logistics of land transport for the transporta-
tion of these products was not adjusted, which led to mass
exports in 2022, primarily sunflower seeds, the logistics of
supplies to European countries was well established. For
8 months of 2022, the so-called “leader” - buyers have
changed (Fig. 6).

®
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Figure 4. Shares of individual countries in the export of Ukrainian flour in 2022, %
Source: (Flour exports from ... Ukragroconsult, 2023)
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Figure 5. Shares of individual countries in exports of Ukrainian seeds and oilseed fruits in monetary terms in 2021, %
Source: (Countries by commodity 2 2023)
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Figure 6. Shares of individual countries in exports of Ukrainian seeds
and oilseed fruits in monetary terms in January-August 2022, %
Source: (In January-August 2022, the European vector..., 2022)
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The production of fats and oils of animal or vegetable
origin creates a large added value compared to the products
of the previous group, so the positive trend was to increase
the volume of its exports by 65.5% in 2021, compared to
2017. Trade in these goods in 2021 became the fourth for
Ukraine in terms of foreign exchange revenue after trade
in ferrous metals (sold for a total of USD 13.96 billion),

cereals (USD 12.35 billion) and ore (USD 7.13 billion) (It
became known ..., 2022). In total, deliveries in 2021 were
made to 149 countries, but the main buyers were mainly
Asian and European countries. Thus, India, China, and Iraq
accounted for 45.9% of exports in monetary terms, while
the Netherlands, Spain, Poland, Italy, France, and the Unit-
ed Kingdom accounted for a total of another 33.2% (Fig. 7).
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Figure 7. The cost of exporting Ukrainian fats and oils of animal or vegetable origin
and the share of individual countries in it in 2021
Source: (Countries by commodity ...State Statistics Service of Ukraine. 2023)

The reduction in foreign exchange earnings from the
export of oilseeds and fats in 2022 is conditioned both by
the complete shutdown of industrial enterprises, in par-
ticular, oil-producing and fat-oil in the war zones and in
the temporarily occupied territories of Ukraine, and due
to the blocking of the ports of the Black and Azov seas in
the first months of the war. This forced exporters to create

new logistics chains, search for alternative sales markets,
and reorient exports from closed ports to western borders,
using rail transportation. After the resumption of exports
through the Black Sea ports, the supply of products of this
group sharply intensified, but these trends affected the ge-
ography of exports (Fig. 8) and the total share of European
countries in it has increased markedly.
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Figure 8. Shares of individual countries in exports of Ukrainian fats and oils
of animal or vegetable origin in monetary terms in January-August 2022, %
Source: (In January-August 2022, the European vector..., 2022)
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Analysis of the transformation of transport logistics
routes for agricultural products shows that during the first
months of the war, export volumes decreased by more than
four times compared to the pre-war period. In this situa-
tion, subjects of foreign economic activity with the partic-
ipation of the government of Ukraine began to search for
alternative opportunities for product distribution. At that
time, the only possible export destination was the western
border of Ukraine, and traders paid attention to the routes
of movement of products that were traditionally not popu-
lar with them in the past. An alternative to sea transporta-
tion was to be road and rail transport, using the capabilities
of the ports of Izmail and Reni with further transportation
for European consumers of grain along the Danube River,
and for others — through Romanian ports. However, each of
these options had significant drawbacks.

The radius of use of road transport for grain transporta-
tion increased by 2.5 times compared to the pre-war indica-
tor and amounted to 1 thousand km. This dramatically in-
creased transportation costs due to the high cost of fuel and
lubricants, which negatively affects profitability. Theoreti-
cally, it is possible to export grain by road, but the costs in-
curred made the business unprofitable or even detrimental.
As for railway transport, in this context, the problem, on the
one hand, was the use of different widths of railway tracks in
Ukraine and the EU (respectively 1,520 against 1,435), and
on the other - until recently, the European railway was not
massively used for the transportation of grain and oilseeds,
which led to a shortage of European-style grain wagons. In
addition, six railway border crossings (on the border with
Poland - Izov - Hrubieszéw, Mostyska - Medyka, and Ja-
godin - Dorohusk; with Romania — Vadul-Siret - Dornesti;
with Slovakia ~ Chop - Cierna nad Tisou; with Hungary -
Chop - Zahony) had a total capacity of 534 grain wagons
per day. Consequently, both modes of transport could not
fully meet the needs of exporters and mainly worked only
on the territory of Ukraine, and their main task was to

transport grain and oil to the so-called “dry ports” (a mul-
timodal logistics centre with an infrastructure that allows
the cargo owner to enjoy all the advantages of a seaport, but
on land) on the western border. Further, as a results of joint
work of European partners and the government of Ukraine,
the products continued their movement to the addressee
due to the so-called “Solidarity Lanes”. The implementa-
tion of this area of logistics allowed doubling the volume
of deliveries from April to July. Agricultural products were
exported through 12 checkpoints on the border with Ro-
mania, Hungary, Slovakia, and Poland, as well as on the
Moldovan-Romanian border. At various stages of develop-
ment, there were 15 more transport routes where Ukrainian
grain and seeds were to be delivered to the ports of the Bal-
tic, North, Mediterranean, and Adriatic seas (Polska, 2022).

Since the first months of the war, the Danube Riv-
er ports were actively involved in the export of products,
through which grain was transhipped to Romanian sea-
ports. However, this area had a significant drawback due
to the lack of sufficient capacity for unloading/loading. In
addition, during the harvest period, experts predicted the
appearance of logistical problems associated with season-
al loading of Romanian, Serbian, Hungarian, and Bulgar-
ian winter wheat and barley, for which this is a traditional
transportation channel. This did not inspire confidence in
the future stability of the work.

Positive developments in the development of alternative
ways of exporting products did not allow Ukraine to com-
pensate for the loss of direct sea transportation and reach
pre-war volumes, since they provided only 50% of what is
needed. Given the aggravation of the food crisis in certain
regions of the world, the UN and Turkey joined the solution
of the problem, which signed an agreement with the russian
federation on the creation of the so-called “grain corridor”
(“Black Sea Grain Initiative”). Since the beginning of its op-
eration (1.08.2022), it has been possible to significantly in-
crease the volume of exports of cereals and oilseeds (Fig. 9).
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Figure 9. Export of grain and oilseeds by the “grain corridor”
and alternative routes in July-December 2022, thous. tonnes
Source: (The state of foreign ..., Ministry of Agricultural policy and food of Ukraine, 2023)

Thus, despite the extreme challenges of wartime and
logistical restrictions, Ukrainian producers and traders of
crop products managed to partially reorient themselves to
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new European markets, but their consumers do not phys-
ically need all the grain and oil that Ukrainian farmers are
able to offer for export.
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Conclusions

Military operations on the territory of Ukraine after a full-
scale invasion of the russian federation forced exporters of
crop products, in conditions of limited access to traditional
sales markets due to the blocking of sea transport routes, to
look for opportunities to organise new marketing logistics
systems. The active support of the international commu-
nity, in particular the UN and Turkey, to unblock Black
Sea transportation, although allowed the supply of prod-
ucts to the markets of Asia and Africa, but in very limited
volumes, compared to the pre-war period. As the analysis
showed, in 2022 there was a change of “leaders” among
buyers of all varieties of such products and a significant
increase in sales volumes in the European market. This be-
came possible, first of all, due to the abolition of export
quotas and duties by the European Commission and the
active work of Ukrainian officials to develop new export
logistics routes. At the same time, Ukrainian entrepreneurs

restore their positions in the export of cereals and oilseeds
in the traditional markets of African and Asian countries.

Further development of marketing logistics of Ukrainian
grain exports directly depends on the consolidated efforts
of Ukrainian and foreign governmental and intergovern-
mental institutions, since individual economic entities —
market participants — are not able to solve the problems
of free access to foreign markets, attract investment in the
restoration and development of warehouse and transport
infrastructure, and support farmers in demining fields. A
promising area of transformation is to increase the pro-
duction and export of finished products from grain crops,
which would allow Ukrainian enterprises to get higher
incomes, increase employment, reduce the tonnage of ex-
ternal supplies and increase the cost of 1 tonne of exports.
Therefore, further research is needed on the problems of
forming external demand and stimulating sales in the ex-
port markets of Ukrainian ready-made food products.

have gained more experience in new markets and estab-

lished new business contacts. The key task after the victory Acknowledgements

of Ukraine for domestic exporters is to consolidate in these ~ None.
markets, as there is a constant demand for crop products .
with relatively high added value - Ukrainian vegetable Conflict of Interest
oils and products of the flour and cereal industry, and to  None.
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TpaHcdopmMaLis MapKeTUHIOBOI JIOFiCTUKU €KCNOPTY YKPAIHCbKOI NPOAYKLLT
pPOCNMHHULITBA B YMOBaX NOBHOMAacCLUTa6HOI BiliHM 3 p¢

OkcaHa leopriiBHa lleHbKoBa

JIOKTOp eKOHOMIYHUMX HayK, npogecop
YMaHCbKui HalioHalbHUI YHIBEePCUTET CafiBHULTBA,
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https://orcid.org/0000-0002-7213-9824
AHAapin OnekcaHgpoBu4Y XapeHKo
KaHanpgat eKOHOMiYHUX HayK, AOLEHT
YMaHCcbKui HalioHalbHWUN yHIBepcuTeT cagiBHULTBa
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AHoTauis. B yMoBax IOBHOMAacIITaOHOrO BTOPrHeHHA p¢ VKpaiHCbKi eKcmoprepy 3iTKHymUCA 3 IpobneMaMu
¢isuuHOro IMocTavaHHA MPOAYKLil Ha TpaguuUiliHi pyuHKK 30yTy. MeToo cTarTi OYB aHali3 TeHAeHi TpaHcpopmManii
MApKETMHIOBOI JIOTiCTUMKM €KCIIOPTY IPOAYKLil POCIMHHMUITBA, 3yMOBJIEHMX BIUIMBOM YMHHMKIB BOEHHOIO CTaHY
B YKpaiHi. MeTofoNOriYHy OCHOBY [JOCHi/PKEHH:A CKIaJlaB CUCTEMHMII MifiXify Ta MeTOAU IOpPiBHANBHOTO aHai3y,
MoOHOrpaiuHWiT, CTATUCTUYHUX IPYIyBaHb, aOCTPAKTHO-/IOTiYHUIL. B JOCIIKeHHI pO3INIAHYTO HOINIARM HAyKOBIIB
Ha 3MICT Ta pO/Ib MapKeTVMHIOBOI JIOTICTUKM B €KCIIOPTi Ta BMOKPeM/IEHO OCHOBHI Ipo61eMn eKCIopTepiB IpOoRyKIii
POCIMHHUIITBA CIIPUYMHEHI ITOBHOMAcIITabHOW BiitHOW0 3 pd. [IpoaHanisoBaHO CTaTMCTMYHI [jaHi MO0 AMHAMIKM
YaCTKM OKpeMMX BMIIB POCIMHHOL IIPOAYKIIl y 3ara/IbHOMY eKCIOPTi KpaiHy Ta BM3HadeHi TeHpeHNil Tpancdopmaii
fi ToBapHOI 71 reorpadidHoi CTPYKTypy. BCTaHOB/ICHO HeraTMBHMII BIUIMB BUPOOHNYNX OOMeXeHb i oOMeXeHb
MapKeTUHIOBOI JIOTiCTMKM Ha €KCIIOPT IIPOAYKTIB IepepOOKY pOCIMHHMIITBA, 1[0 YTBOPIOIOTH Oi/lbINy, IOPiBHAHO 3
3epPHOBMMI KY/IBTYpaMU HOJaHy BapTicTb. Oninka TpaHchopManii reorpaivHol CTPYKTypH eKCIOPTY POCTMHHULIBKOL
NPOAYKIII II0Ka3ajia 3Ha4He 3pPOCTAHHSA YaCTKM €BPOIENCbKIX KPalH BHACIIOK JOCTYIIHOCTI TPAHCIIOPTHOI JIOTiCTUKN
IO LMX PUHKIB 30yTY Ta CTUMY/TIOIYMX iHCTUTYLIIHUX ep>KaBHVX BIUIMBIB. 3p00/IeHO BUCHOBOK IONO ITO3UTUBHOTO
BIUIMBY PO3BUTKY MapKeTHHIOBOI 30yTOBOI JIOTICTMKY B YMOBaX BiJfHM Ha IepCIeKTVBU HapOIIyBaHHA 00cAriB 30yTy
Ha €BPONENChKMX PUMHKAX HPOAYKIii POCIMHHMIITBA B YMOBaX IIOBOEHHOTO BiflHOBNeHHA. Ilopanmbina peamisaiis
3axo0fiB 3 1i po30yLOBM JO3BOMUTD BITYM3HAHUM eKCIIOpTepaM 3aKpillMTICA Ha LUX PMHKaX 30yTy JI BifHOBUTU CBOi
IO3MILI 110 eKCIIOPTY 3€PHOBUX Ta ONIMIHMX HA TPAagMLiTHUX pMHKaX aQpUKAaHCBKUX Ta as3iiicbkux KpaiH. IIpaxkruyne
3HAYEeHH: JOC/IPKeHH II0JIATa€E B TOMY, 10 JI0T0 pe3y/IbTaTi MOXKYTb OYTI BUKOPUCTAHI JepyKaBHUMY IHCTUTYLiAMI,
BiITIOBifla/IbHYIMY 332 PO3BUTOK arpapHoi cdepy, Ipy OOIPYHTYBaHHI 3aXOfiB 3 IMIATPUMKM POCIMHHMIBKOL raltysi Ta
CTUMY/IIOBaHHI eKcHopTy ii mpopykuii, ToBapoBUpOOHMKaMU i TpeliiepaMu — IpK po3poOLi eKCIOPTHUX CTpaTeril,
HayKOBLIAMU — IIPY IIOfI/IBIIOMY BUBYEHI IIPOOJIEeM PO3BUTKY eKCIIOPTHOI MapKeTUHIOBOI JIOTiCTUKY

KntoyoBi cnoBa: mpofyKTH POCIMHHOTO ITOXOIPKEHH:; eKCITIOPTHI PUHKY; KaHAIU PO3INO/iNY NPOAYyKIIil; albTepHaTUBHI
JIOricTIYHI cucTeMy; 30poJiHa arpecis; HOBOEHHE BiTHOBJIEHHSA
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Abstract. The spread of the criminal economy is the biggest problem in the global financial environment. Cuba, Venezuela,
and Colombia are characterised by a fairly high level of economic crime. In these countries, criminal economic activity
flourishes, which reduces the social development of states and spreads unemployment and poverty in their territories. That
is why the issue of the criminal economy of Cuba, Venezuela, and Colombia and the specifics of the structure, intersection
points, and assessment of the level of profitability in these countries is quite relevant. It is in these areas that the problem
of developing the criminal economy is poorly regulated and along with criminal activities there is a problem of poverty
and the presence of military conflicts. That is why the purpose of this study is to investigate and generalise aspects of the
criminal economy of Cuba, Venezuela, and Colombia, and to determine the features of its structure, intersection points,
and assessment of the level of profitability. Theoretical methods were used during the study - analysis and synthesis. In
particular, it was determined that the intersection points of the criminal economies of Cuba, Venezuela, and Colombia
are focused on the activities of the transnational criminal organisation National Liberation Army. It is established that the
main structural elements of the criminal economy in cooperation in these countries are drug trafficking, fuel smuggling,
illegal gold mining, prostitution, and human trafficking. The assessment of the level of profitability showed that the
countries under study are disadvantageous, which is explained by the presence of a high level of criminal economy. Based
on the results of the study, measures were developed and proposed to combat the criminal economy in relation to the
intersection points in Cuba, Venezuela, and Colombia. It is determined that the main areas for reducing the level of the
criminal economy should be measures aimed at combating the transnational criminal group - the National Liberation
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Criminal economy of Cuba, Venezuela, and Colombia...

Army, actions to eliminate businesses for the production and sale of drugs, fuel smuggling, prostitution, and human
trafficking in the territory of the considered countries. Thus, the practical significance of the study is that the identified
measures to combat the criminal economy can be used in Cuba, Venezuela, and Colombia to improve the social situation
in these countries and raise the standard of living in these areas

Keywords: drug trafficking; money laundering; fuel smuggling; human trafficking

Introduction

In the modern world, the criminal economy plays an im-
portant role in the functioning of financial markets. In the
course of the research, it is advisable to consider the essence
of the concept of “criminal economy” and the features of its
origin. The term “criminal economy” is considered one of
the components of the shadow economy. Yu. Biliavska et
al. (2023) noted that the shadow economy consists of a
grey economy, a white economy, and a criminal economy.
The researcher considers grey economy as a production or
entrepreneurial activity that is accompanied by partial or
complete tax evasion. The researcher considers the white
economy as a sphere of activity that does not produce any-
thing but only deals with the redistribution of income that
was obtained illegally. At the same time, the researcher in-
terpreted the concept of “criminal economy” as a sphere
of activity in the aspect of income generation, which is ac-
companied by criminal liability. The author identified drug
trafficking, prostitution, fraud, and trafficking in counter-
feit medicines and weapons as examples of criminal eco-
nomic activities.

O.M. Podmazko interprets the concept of “criminal
economy” as an illegal economic activity that inherently
violates the law. The researcher identifies drug trafficking,
sex trafficking, human trafficking, large-scale smuggling,
arms production and trade, racketeering and the use of
force as a manifestation of criminal economics (Podmaz-
ko, 2013). I.V. Suprunova explains the criminal economy
as a set of legally prohibited activities. The researcher also
includes drug trafficking, prostitution, illegal production,
robbery, usury, smuggling, and adds gambling to this as-
pect. That is, the criminal economy is considered to be an
activity aimed at attracting income that is directly prohib-
ited by law (Suprunova, 2020). D.A. Nesterpova also con-
siders the criminal economy as an activity that is aimed
at generating income by violating criminal legislation. The
researcher notes that the criminal economy can be carried
out through unorganised crime (bribery, petty fraud and
violations in the form of cheating by counting or weigh-
ing) and on the basis of organised crime, which is also
associated with corrupt municipal and state employees
(Nesterpova, 2016). G. Gutiérrez, considering the current
state of the criminal economy, noted that economic or-
ganised crime is always accompanied by political crimes
and corruption. In other words, the author draws special
attention to the fact that the high level of criminal econ-
omy in the country is accompanied by the participation
of government officials at various levels. After all, organ-
ised crime would not be possible if the functions of civil

Scientific Bulletin of Mukachevo State University. Series "Economics”, 10(1)

servants and politicians were fully fulfilled (Gutiérrez,
2015). M. Button, B. Gok and D. Shepherd note that the
criminal economy is formed based on the functioning of
economic crime. The authors pay quite considerable atten-
tion to economic crimes, which build the development of
the criminal economy. These crimes include fraud, brib-
ery, corruption, economic cybercrime, money laundering,
and industrial espionage (Button, 2022). Thus, it can be
concluded that the criminal economy is an activity aimed
at generating income through strict violation of criminal
legislation. Examples of such activities are drug traffick-
ing, prostitution, human trafficking, money laundering,
smuggling, and bribery, while cybercrime is also gaining
momentum in this regard. The advantage of the criminal
economy, among the composition of the shadow economy,
is that it can be combated.

Nowadays, every country has a criminal economy to
some extent. The highest level of criminal economy is typ-
ical for states that have both internal and external armed
conflicts. There are states that have a well-defined criminal
economy and have armed conflicts between the govern-
ment and criminal groups. These countries are Colombia,
Venezuela, and Cuba. It is Colombia that is characterised
by constant armed conflicts between the government and
criminal organisations, in which Venezuela and Cuba were
involved. That is why it is advisable to establish the specifics
of the intersection points of the criminal economy of Cuba,
Venezuela, and Colombia, while finding out its structure
and determining the level of profitability.

Materials and Methods

The theory and methodology of the study are based on the
research by Ukrainian experts and scientists from Sweden,
Mexico, Europe, Latin America, the United States of Amer-
ica, and the European Union on the development of the
criminal economy and the specifics of the functioning of
criminal organisations. The following methods were used
in the study. A systematic approach was applied to deter-
mine the category of “criminal economy”, establish the es-
sence of criminal activity, and determine the main aspects
of the structure of the criminal economy. This method was
also used to determine the main intersection points of the
criminal economies of these countries.

Using the analysis, the current state of the criminal
economy of Cuba, Venezuela, and Colombia was consid-
ered, data on the generation of the gross domestic product
of these countries were systematised, and the dynamics of
money supply indicators in Colombia and Venezuela were
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developed. This method was also used to determine data on
Colombia's revenue and expenses. The analysis allowed in-
vestigating latest studies by researchers from Sweden, Mex-
ico, Europe, Latin America, the United States of America,
the European Union, as well as Ukrainian scientists on the
interaction of Cuba, Venezuela, and Colombia in the devel-
opment of the criminal economy to determine the specifics
of carrying out tax measures to combat crime in Colombia
and Venezuela. The paper considers the specifics of the ac-
tivities of the transnational terrorist group National Liber-
ation Army (ELN) on the Colombian-Venezuelan border.

In the study of the structure and intersection points of
the criminal economies of Cuba, Venezuela, and Colombia,
the subject-object method was used to determine the main
areas of economic crime development during the interac-
tion of these countries. This method was used to determine
the specifics of the state of the criminal economy in each
country under study and identify the main shortcomings
of crime management. The study also used a mathematical
calculation that allowed building an estimate of the level of
profitability in Colombia. Using the method of induction
and deduction, the features of the current state of interac-
tion between the criminal economies of Cuba, Venezuela,
and Colombia were determined, and the main aspects of
drug production and sale in these territories were consid-
ered. This method also established the main principles for
the development of fuel smuggling on the Cuban-Vene-
zuelan border. The method of induction and deduction
revealed features of illegal mining and sale of gold in these
states and highlighted the features of the functioning of
prostitution and human trafficking. It also provided an op-
portunity to consider the interaction between the activities
of transnational criminal groups in the aspect of the crimi-
nal economy of the countries under study. Through an inte-
grative approach, the main areas of combating the criminal
economy at the intersection points of Cuba, Venezuela, and
Colombia were identified.

The information base of the study is the papers by
Ukrainian scientists as well as researchers from Sweden,
Mexico, Europe, Latin America, the United States of Amer-
ica, and the European Union on the criminal economy, ar-
ticles and research papers by experts from the Crisis Group
of Latin America, the Stockholm International Peace Re-
search Institute on the structure and intersection points of
the criminal economies of Cuba, Venezuela, and Colom-
bia. The basis for profitability assessment was data from the
World Bank (GDP..., 2021; Unemployment, total..., 2021;
Broad money..., 2021); (Expense..., 2021; Revenue, ex-
cluding..., 2021) in relation to the indicators of GDP, mon-
ey supply, income and expenses of each country.

Results

The existence and development of a criminal economy
in any country negatively affect the world economy as a
whole. The open conduct of the criminal economy in one
country serves as an example for citizens of other states in
the aspect of the deployment of criminal activities. Some
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of the most world-famous countries with high levels of un-
controlled crime are Colombia, Venezuela, and Cuba. In
the course of studying the features of the criminal economy
of these countries, it is advisable to identify the main prob-
lems with crime in each specified state.

In Colombia, the authorities have been fighting crime
for decades. Colombia is officially considered a coffee
country, but in the criminal world, this state is the main
producer and seller of drugs (Golovchenko, 2018). Ac-
cording to this, large-scale armed conflicts continued be-
tween the authorities and the main criminal group (the
Revolutionary Armed Forces of Colombia), which ended
with the conclusion of a peace agreement. The Colombi-
an government is fighting various criminal groups: the
National Liberation Army, the People's Liberation Army,
and the Gaitanist Self-Defence Forces of Colombia. At the
same time, armed conflicts between these organisations
continue. The Gaitanist Self-Defence Forces of Colombia
are also known by the name of the Gulf Clan, which is
considered one of the most powerful criminal entities in
the country and is focused on fighting the drug business
(Armament..., 2021).

It is important to note that the criminal group Nation-
al Liberation Army has a transnational level and is present
in Venezuela. This organisation focuses its activities on the
control of drug trafficking, human trafficking, illegal min-
ing and smuggling in both of these countries. The govern-
ment of Colombia is actively fighting the criminal economy
and crime in the country, according to which it provides
data on criminal entities. In Venezuela, this trend is not ob-
served, and the current government most likely supports
criminal activity in the state. In accordance with this, in
2020, a military conflict unfolded between these countries
on the basis of Colombia's accusations of Venezuela of
harbouring criminal armed groups in Colombia (Arma-
ment..., 2021). It follows that the Venezuelan authorities
contributed to the spread of the criminal economy in the
field of drug trafficking, human trafficking, smuggling, and
illegal mining. In 2022, the Venezuelan authorities were
fighting criminal transnational Colombian groups. The
Venezuelan Armed Forces warned of possible terrorist at-
tacks and destroyed a drug lab of Colombian criminal or-
ganisations (Newman, 2022).

As for Cuba, this state has a totalitarian regime of gov-
ernment and the authorities keep information about crime
and the state of the criminal economy closed both from its
own citizens and from the whole world (Tymchuk, 2010).
But during the unfolding conflict between the Colombi-
an government and the National Liberation Army group
in 2019, it was Cuba that did not hand over the members
of this criminal group to the authorities for trial (Loaiza,
2020). In 2021, there was a high number of refugees from
Cuba to Colombia, which is explained by the low social
standard of living of Cubans against the background of
high crime and criminal economy and inaction of the au-
thorities (Stavridis, 2021). Accordingly, it can be concluded
that Cuba also leads the criminal economy and supports
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it at the government level. Based on the study of the fea-  Colombia, the features of its structure and intersection
tures of the criminal economy of Cuba, Venezuela, and  points were determined (Fig. 1).
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s

! Support for the functioning of !
: a criminal group .

Figure 1. Structure and intersection points of the criminal economy of Cuba, Venezuela, and Colombia

Source: developed by the author

The main point of intersection of the criminal econo-
my of Cuba, Venezuela, and Colombia is the functioning of
a transnational criminal group - the National Liberation
Army (ELN - Ejército de Liberaciéon Nacional) (Disorderon
the Border..., 2020). This criminal entity extends its activ-
ities to Colombia and Venezuela and receives support and
shelter from Cuba. That is, if the authorities of Colombia
and Venezuela are actively fighting the National Liberation
Army, then the state authorities of Cuba continue to receive
and shelter high-ranking leaders of this criminal organisa-
tion. In general, the criminal aspects of Cuba's activities are
hidden, but it is known that prostitution is legalised, arms
trafficking, black market fuel, drug trafficking (cannabis,
marijuana, and cocaine), human trafficking, and money
laundering are present in the country (Shaw, 2014). That is
why Cuba is more likely to support the criminal group of
the National Liberation Army because it works closely with
it in the implementation of the criminal economy.

Drug trafficking is at the forefront of the criminal econ-
omy in Colombia, Venezuela, and Cuba. United Nations
researchers found that coca cultivation in Colombia in-
creased by 24% compared to 2019, and in 2021, more than
41,711 hectares were sown in Norte de Santander (Dis-
orderon the Border..., 2020). After processing, narcotic
drugs are transported to Venezuela and Cuba, and then
enter the international market. Fuel smuggling is a fair-
ly significant component of the criminal economy of the
countries under study. Fuel is similarly transported from
Colombia to Venezuela and more likely to Cuba, where it
is further illegally sold. Some of the smuggled fuel is used
in laboratories in the manufacture of drugs. In addition,
the crisis caused by the spread of the COVID-19 pandemic
forced the poor segment of the Venezuelan population to
illegally extract gold. This gold is transported to Colombia
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and is already being sold there on the international market.
Colombian and Venezuelan criminal organisations operate
a network of human trafficking, mainly for the purpose of
sexual exploitation (Disorderon the Border..., 2020). It can
be assumed that Cuba cooperates with Venezuela and Co-
lombia in this aspect, because, as noted earlier, prostitution
in this country is legal.

In the course of further research, in order to assess the
level of the criminal economy in Cuba, Venezuela, and Co-
lombia, it is advisable to consider unemployment rates and
gross domestic product, as these indicators characterise
the shadow economy (Kirzhetsky, 2009). Since the shadow
economy in these countries is built on the basis of a crimi-
nal one, these concepts are identical.

Table 1 shows that the level of GDP in Colombia dur-
ing the study period decreased by 15.3% and at the end of
2021 amounted to USD 314.3 billion, which indicates the
expansion of the criminal economy. Cuba is experiencing
GDP growth of as much as 46.8%, which can be explained
by the legalisation of criminal activities in the country and
the direction of revenues from the criminal economy to the
state budget. As for Venezuela, GDP figures according to
the World Bank are reflected only for 2012-2014, and in
this period its value increased by 26% (GDP..., 2021). This
trend indicates a narrowing of the criminal economy in the
country by improving state regulation.

According to preliminary studies, it is known that the
expansion of the money supply in circulation reflects the
growth of the shadow economy in the country. That is why
it is advisable to consider the dynamics of the level of mon-
ey supply in the countries under study. It is important to
note that according to the World Bank, Cuba did not reflect
this indicator, and indicators for Venezuela are provided
only for 2012 and 2013.
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Table 1. Dynamics of gross domestic product (GDP) and unemployment rates in Cuba, Venezuela, )
and Colombia during 2012-2021 )
Indicator Country 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 (r;ar:ewt/h
Columbia 3709 3821 381.1 293.5 2828 311.9 3342 3231 2703 3143 -153
GDPR billion USD Cuba 73.1 771 80.7 87.1 914 969 100.1 1034 107.4 - 46.8
Venezuela 381.3 371.0 4824 - - - - - - - 26.5
Columbia 9.7 9.1 8.6 8.3 8.7 8.9 9.1 10.0 150 143 54.4
Unemployment
rate in % of Cuba 3.5 3.3 2.7 24 2.0 1.7 1.7 1.7 2.6 2.8 -24.2
labourforce o ezuela 66 75 69 61 53 51 50 51 66 64 04

Source: (GDP..., 2021; Unemployment, total..., 2021;)

Table 2 shows that the money supply relative to GDP
occupied a high share and ranged from 42-58%. This trend
indicates a high level of the shadow economy in these
countries. Since the shadow economy is based on crimi-
nal activity in these countries, it can be concluded that the
criminal economy forms 42-56% of the GDP level (Broad
money..., 2021). The money supply in Colombia increased
relative to GDP in 2012-2020, but in monetary terms, it
decreased by 0.7%, which can be explained by a decrease
in the GDP indicator itself. Therefore, it can be concluded
that the criminal economy in Colombia developed during
2012-2020. As for Venezuela, according to existing data,
only for 2012-2013, there was an increase in cash in cir-

culation, which indicates the development of the criminal
economy in this country. Cuba does not reflect data on the
money supply at all, because criminal activity is the main
aspect of the functioning of government bodies. That is
why it can be concluded that the criminal economy is the
main characteristic of the functioning of Cuba.

In the course of further research, it is advisable to
assess the profitability of the considered countries. Dur-
ing the development of the data set, it turned out that the
World Bank reflects income and expenses indicators only
for Colombia, while data on Venezuela and Cuba are not
available. Therefore, it is impossible to assess the level of
profitability in Cuba and Venezuela.

( Table 2. Dynamics of the money supply in Venezuela and Colombia during 2012-2020 )
Indicator ~ Country 2013 2014 2015 2016 2017 2018 2019 2020 ooy
Money supply, Columbia 42.7 454 46.4 49.0 48.9 49.0 48.0 48.7 58.3 36.3
%ofGDP  venezuela 4573 529 - - - - - - - 157
Money supply, Columbia 1586 1734 1768 1438 1384 1529 160.5 1574 157.5 -0.7
% of GDP Venezuela 1744 196.3 - - - - - R - 12.6

Source: (Broad money..., 2021)

Table 3 shows that expenses as a percentage of GDP in
Colombia during 2012-2020 increased by 45.4% and ranged
from 25-36%. This trend reflects an increase in the level of
expenses in the country, which can be explained by the ex-
pansion of government activities in the fight against crime.
In monetary terms, Colombia's expenses during 2012-2020
increased by 6% and amounted to USD 98.4 billion at the
end of 2020 (Expense..., 2021). At the same time, revenue
as a percentage of GDP during the study period decreased
by 8.6%, which is accompanied by a decrease in the level
of GDP in the country. Colombia's monetary revenues for
2012-2020 decreased by 33.4% to USD 65.1 billion at the
end of 2020 (Revenue, excluding..., 2021; Electric power...,
2021; Poverty head..., 2021). This trend in revenue dynam-
ics suggests that measures to combat the criminal economy
in Colombia are ineffective and there is an outflow of funds
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from the budget to the shadow economy. Based on data on
revenue and expenses, it was possible to determine the spe-
cifics of generating profit in Colombia. Table 3 shows that
the profitability in Colombia was present only in 2012 and
amounted to 4.8 billion USD In the subsequent period of the
study, Colombia was unprofitable, and there was no level of
profitability (Sergeev, 2022; Castillo & Marquardt, 2021). The
loss had unstable dynamics and at the end of 2020 was high
and amounted to USD 33.3 billion The lack of profitability in
Colombia proves the effectiveness of the criminal economy
in this state. Due to the widespread criminal activity in the
country, the state budget receives a low share of revenues,
incurs high costs, and generates losses (Calamunci, 2020).

Based on the conducted research, it is possible to de-
termine the main further ways to combat the criminal
economy in the countries under study (Fig. 2).
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Table 3. Assessment of the level of profitability in Colombia during 2012-2020

2012

Indicator

2018 2019

Expenses, %

25.0 333 30.2 26.8 28.6 27.5 29.9 31.3 36.4 45.4
of GDP
Expenses, 929 1272 1150 787 81.0 858 1000  101.1 98.4 6.0
billion USD
Revenue,%  ,¢ 5 24.5 23.4 24.1 24.2 226 23.5 25.6 24.1 8.6
of GDP
Revenue, 97.7 93.6 89.4 70.7 68.5 70.4 78.5 82.7 65.1 -33.4
billion USD
me[j'stg"'m 4.8 336 256 -8.0 125 153 216  -184 333  -789.6
Colombia and Venezuela | | Cuba
Liquidation of ELN activities; 1. Change of power and features of state

Further fight against drug trafficking;
Legalisation of fuel production and sale;
Legalisation of gold mining;

Fight against human trafficking
and prostitution;

G W=

regulation;

2. Abolition of prostitution legalisation;
3.  Fight against drug trafficking;
4. Termination of support for ELN.

Figure 2. Ways to combat the criminal economy in relation to intersection points in Cuba, Venezuela, and Colombia

Source: developed by the author

A high level of the criminal economy in any country
hinders social development and is a guarantee of pover-
ty and high mortality. In order to improve the economy,
the countries under study need to implement a number of
measures aimed at combating the criminal economy. First
of all, Colombia and Venezuela should direct all measures
to eliminate the largest transnational criminal group among
them - the National Liberation Army. At the same time, it
would be advisable to intervene in the formation of Cuba's
state regulation and, by changing the government complete-
ly, eliminate interaction with the National Liberation Army
(ELN) (McIntosh & Li, 2012; Mills et al., 2013). Having lost
support from Cuba and with the assistance of the authori-
ties of Colombia and Venezuela, this criminal group will be
eliminated. Eliminating the activities of the National Lib-
eration Army on the territory of Colombia and Venezuela
would allow fighting the main part of drug trafficking, le-
galising the extraction and sale of fuel, legalising gold min-
ing, and eliminating human trafficking and prostitution in
these countries. At the same time, a change in state power
and the specifics of the country's governance in Cuba would
allow not only abolishing the legalisation of prostitution
but also further fighting it and drug trafficking. It is quite
important to implement all these measures simultaneously,
because in this case, the level of criminal economy in Cuba,
Venezuela, and Colombia will be significantly reduced.

Discussion

The specifics of the criminal economy of Cuba, Venezue-
la, and Colombia are currently under-investigated. It is
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important to note that the issue of intersection points of
the criminal economies of Cuba, Venezuela, and Colombia
has not been previously studied, and only reviews of the
shadow economy and crime for each country are availa-
ble separately. V. Golovchenko conducted research on the
specifics of the path of social reconciliation in Colombia.
In this study, the researcher calls Colombia the country of
drugs and identifies two main classes of drug lords in this
country — Medellin and Cali. It was the fight against these
drug groups that turned the country into the most terrorist
state in Latin America. The researcher also notes that the
fight against drug trafficking in Colombia was hindered by
Venezuela. In the 21% century, when the conflict between
the Colombian authorities and criminal drug trafficking
organisations unfolded, then-President Hugo Chavez quite
openly supported the partisans of Colombia and allowed
them to settle on the territory of Venezuela or retreat to
it under the attacks of Colombian state troops. The author
notes that further, the Venezuelan leadership supported the
Colombian authorities in the fight against drug trafficking
(Golovchenko, 2018). The researcher identified political
aspects of the development of Colombian-Venezuelan rela-
tions, but the foundations of the criminal economy are only
considered with the activities of criminal organisations.

E. Newman conducted a study of the specifics of Ven-
ezuela's offensive against criminal groups in Colombia
in February 2012. The author notes that the Venezuelan
Armed Forces continue to carry out operations against
military and criminal organisations operating on the Co-
lombian-Venezuelan border. The Venezuelan government
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believes that criminal groups act with the Colombian au-
thorities, destroying drug production laboratories (New-
man, 2022). In 2021, J. Stavridis noted that although Colom-
bia has a number of criminal groups, it is already in a better
place compared to previous years. The researcher also fo-
cused on the fact that due to poverty, lack of work, medical
disasters, including COVID-19, and repression by the pres-
idential dictatorship, there is a high level of migration from
Venezuela to Colombia. It is noted that Venezuela, as well
as Cuba, can be declared a state that supports terrorism and
criminal activities (Stavridis, 2021). These studies superfi-
cially determine the relationship between Cuba, Colombia,
and Venezuela and form only assumptions about the inter-
section points of the criminal economy of these countries.

In the study by the Latin American Crisis Group on bor-
der disorder and the preservation of peace between Colom-
bia and Venezuela, quite significant attention is paid to the
intersection points in the development of the criminal econ-
omy of these countries. The study showed that it is poverty
and weak state institutions along the Venezuelan-Colombian
border that require the implementation of the provisions of
the Colombian peace agreement on rural development and
broad economic reconstruction in Venezuela. It is also not-
ed in this paper that Colombia and Venezuela need to hold
peace negotiations with a criminal group - the National Lib-
eration Army - because providing assistance to victims of
crimes of this group significantly reduces the level of profit-
ability of these countries. It is noted that although there was
a closure of the borders between Venezuela and Colombia
in connection with the COVID-19 pandemic, but the weak
level of state regulation in these countries leaves the same
attraction of income illegally and slows down the official
level of the economy. Informal criminal trade at the borders
of these countries is flourishing and since 2013, subsidised
fuel and food products have been smuggled from Venezuela
to Colombia. It is also noted that the drug trade in this re-
gion is quite effective. The sharp increase in fuel smuggling
was a shock, as US sanctions were imposed on the oil in-
dustry. Sanctions against Venezuelan crude oil exports have
significantly weighed on Venezuela's import of light fuel for
transport, which has become more scarce in Venezuela and
reduced the level of gasoline smuggling to Colombia. This
study also explains that fertile and hilly land in the Colombi-
an border state of Norte de Santander has become the main
centre of drug production in the world and a major factor in
the spread of the criminal economy in the region under study.
The researchers note that smuggled Venezuelan fuel and ille-
gally extracted gold are the main sources of income for crim-
inal syndicates, armed groups, and corrupt border security
officers. Human trafficking is also distinguished among the
criminal economies in this study. It is also recommended
to conclude peace agreements with the main transnational
criminal group ELN, which, according to researchers, will
solve violent incidents in these countries (Disorderon the
Border..., 2021). Scientists also pay more attention to crim-
inal activity on the border of Venezuela and Colombia, but
although the main components of the criminal economy are
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noted, the issue of the intersection points of the criminal
economies of these countries with Cuba is not disclosed at all.

Research led by M. Shaw, in terms of defining the glob-
al crime index, considers the illegal sale of weapons to be
the main focus of Cuba's criminal activities. It is noted that
Cuba helps stimulate the global and regional illegal arms
trade by supporting criminal groups in Venezuela. Cuba
has a significant shortage of oil reserves, according to
which there is a strict fuel rationing regime. This led to the
emergence of a local black market for stolen gasoline and
fuel. Government employees or thieves often redirect fuel
from objects or tanks, and law enforcement officers alleg-
edly cooperate with robbers, giving them way to state facil-
ities in exchange for bribes. The study also shows that the
main criminal figures in Cuba are government employees
and officials. Supply shortages have set the stage for several
black markets in the country. This has led to the endem-
ic illegality that underpins much of the economy. Military,
intelligence, and law enforcement agencies are actively in-
volved in such markets, which control a significant part
of them. In addition, state entities participate in currency
manipulation, control businesses, distribute activities in
the grey market, and use their enterprises for the purpose
of illegal enrichment or money laundering. The study also
notes that Cuba's economy is centralised, meaning that it
is the state authorities who own and control all business-
es, while preventing the development of the private sector
and limiting legitimate economic opportunities. It is pre-
cisely this regime of state regulation that does not provide
the necessary goods and incomes to a large number of Cu-
ban households and, consequently, creates a high level of
criminal economy. Cuban legislation controls all aspects
of money laundering, but does not control financial insti-
tutions that carry out operations related to the proceeds
of the international drug trade (Shaw, 2021). This review
focuses on economic crime in Cuba and does not address
the specifics of the country's criminal financial ties to
transnational criminal groups in Venezuela and Colombia.

Thus, comparing the results obtained with previ-
ous studies on the criminal economy of Cuba, Vene-
zuela, and Colombia, it was found that they do not de-
termine the main points of intersection of the criminal
economy and do not provide an analysis of the financial
indicators of these countries. The conducted research,
in contrast to the previous ones, not only establishes the
features of the structure and intersection points of the
criminal economy of Cuba, Venezuela, and Colombia, but
also defines the main ways to combat the criminal econ-
omy in the aspect of the interaction between these states.
At the same time, the study allows using economic indi-
cators to assess profitability and form an idea of the level
of criminal economy in Cuba, Venezuela, and Colombia.

Conclusions

A study of the criminal economies of Cuba, Venezuela, and
Colombia has helped to establish that these countries have
high crime rates, as a result of which the main component
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of the country's economy is income from illegal activities.
It is important to note that in connection with the conduct
of the criminal economy, Cuba and Venezuela do not high-
light the indicators that form the financial system of these
countries. Using the present indicators of the countries un-
der study, it can be concluded that they are characterised by
a high level of criminal economy. The main point of inter-
section of the criminal economies of Cuba, Venezuela, and
Colombia is the functioning of the transnational criminal
group National Liberation Army, because its activities are
focused on the Colombian-Venezuelan border and are sup-
ported by the Cuban authorities. The structure of the crimi-
nal economy in these countries is based on drug trafficking,
fuel smuggling, illegal gold mining, prostitution, and hu-
man trafficking.

The analysis of GDP and unemployment indicators in
the considered countries showed that, despite active efforts
to combat criminal activity, there is a high level of criminal
economy in Cuba, Colombia, and Venezuela. The lack of in-
dicators of the money supply, income and expenses of Cuba
and Venezuela only confirms the focus of the authorities on

the ineffectiveness of the authorities' actions in overcoming
the criminal economy.

That is why it is quite important, in order to eliminate
the criminal economy both in the countries under study
and in the world, firstly, to review the specific features of
public administration in Cuba and it is recommended to
change the features of the organisation of power. It is neces-
sary to eliminate the focus of the authorities on criminal ac-
tivities, abolish the legalisation of illegal industries, and stop
any support for the National Liberation Army. At the same
time, Colombia and Venezuela should direct all their forces
to fight the above-mentioned criminal organisation. At the
same time, it is important to focus attention on drug pro-
duction and sale, fuel smuggling, and illegal gold mining.

Further research on the specifics of the criminal econ-
omy of Cuba, Venezuela, and Colombia should be based on
the study of the economic criminal relationships of these
states in the field of drug trafficking, illegal extraction of
minerals, and fuel smuggling.
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AHoTauis. [ToumpeHHs KpUMiHaTbHOI €KOHOMIKY € HalbiIbLIO0 MPO6/IeMOIo V¥ CBITOBOMY (PiHAHCOBOMY CepeLOBMIL.
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Ta 6ifHicTh Ha IX TepuTopisx. CaMe TOMy MUTaHH: KpUMiHanbHOI ekoHOMiKY Ky6u, Benecyeny Ta Konym6ii ta oco6muBocti
CTPYKTYPU, TOUOK IIEPETHNHY Ta OI[iHKY PiBHA NPUOYTKOBOCTI B JAHNX KpaiHaX € JOCUTb aKTYalIbHNM. AJKe caMe Ha IIMX
TEPUTOPIAX Mpo6IeMa PO3BUTKY KPYMiHATbHOI €KOHOMIKY € HU3BKO Pery/IbOBaHOI0 Ta MOPSJ 31 37TOYMHHOIO Ais/IBHICTIO
icHye npobnema 6igHOCTI Ta HasgBHOCTI BOEHHMX KOHQKTiB. CaMe TOMy MeTOHI JaHOI poOOTH € HOCHIiPKEHHA Ta
y3arajabHeHHs acIeKTiB KpuMiHaabHOI ekoHoMiku Ky6u, Benecyenu ta Konmym6ii Ta 3aiiicHeHHSA BU3HaY€HHA 0COOMMBOCTeE
1i CTPYKTYpM,TOYOK HEPETHHY Ta OLiHKM piBHA mpubytkoBocTi. ITif yac gocmimkeHHs 6yl10 BUKOPUCTAHO TEOPETHYHI
MeTOAM — aHaji3, cuHTe3. 30KpeMa, 6y/lI0 BU3HAUEHO, IO TOYKM MepeTuHy KpMMiHambHOI ekoHoMikyu Ky6u, Benecyenn
ta Konmymo6ii socepemkeHi Ha His/bHOCTI TPaHCHALIOHAIBHOI 3/104MHHOI opraHisauii HanioHanbpHill BU3BOMbHIN apMii.
3’1COBaHO, 10 OCHOBHUMU CTPYKTYPHUMM eleMEeHTaMI KPVMMiHa/IbHOI €KOHOMIKM IpY B3a€EMOJil B JAaHMX KpaiHax €
HapKobi3Hec, KOHTpabaH/ja TaMMBa, He3aKOHHe J0OYBaHHA 30/I0Ta, IIPOCTUTYIIisA Ta TOPriB/s moabmu. [IpoBeneHa oliHka
PiBHA IpUOYTKOBOCTI TTOKa3aJIa, 0 JOCIIPKyBaHi KpaiHy € 30MTKOBMMI, 1110 TTOSCHIOETHCS HasIBHICTIO BUCOKOTO PiBHA
KpVMiHa/IbHOI €KOHOMIKM. 3 ypaXyBaHHAM OTPUMAHNX pe3y/IbTaTiB JOCTIIKeHHs, OyIu po3pobiieHi Ta 3aIporIoHOBaHi
3aXOfl¥i CTOCOBHO IIUIAXiB 60pOTHOM 3 KpMMiHa/TbHOI €KOHOMIKOKI BiJHOCHO To4ok IepetuHy B Ky6i, Benecyerni Ta
Konym6ii. BusnadeHo, 1[0 OCHOBHVMY HaIpsAMKaMI 3HVDKEHHA PiBHA KPUMiHATbHOI €KOHOMIKYM MalOTh CTAaTU 3aXOf,
CIIpsAMOBaHi Ha 60pOTLOY 3 TPaHCHAIIIOHATIBHUM 37IOYMHHUM YTPYIyBaHHAM — HallioHa/lbHOIO BUSBOJIBHOIO apMi€lo, il
CTOCOBHO YCYHEHHS Ha TepUTOPIi HOCIIKyBaHNX KpaiH 6i3Hecy 3 BUPOOHMIITBA Ta peaidaliil HAPKOTUKIB, KOHTpabaHAM
HaJbHOTO, IPOCTUTYII Ta TOpriBi mopbMu. TakuM YMHOM, TPAKTUYHA 3HAYMMICTD JJOCTI/PKEHHS IOJIATAE B TOMY, 1[0
BU3HaYeHi 3axony 60poThOy 3 KpMMiHATbHOI eKOHOMIKOI MOXYTb 6yTu Bukopucrasi B Ky6i, Benecyeni ta Komymo6ii 3
METOI0 NMOKPAILleHHA COLIia/IbHOTO CTaHy JAHUX KPaiH Ta MiBUIeHHA PiBHA XXWUTTSA HA JaHUX TEPUTOPIAX

KntoyoBi cnoBa: HapKo6i3Hec; «BiIMMUBaHHsI» TPOLIET; JeTaisallis JOX0RiB; KOHTpabaH/a anbHOTO; TOPTiBIA TIOAbMU
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