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Improvement of organization and automation
of commercial enterprise electronic money accounting
in conditions of economy digitalization

M Abstract. In the conditions of digitization of the globalized world economy, Ukrainian enterprises have an informational
request for methodical recommendations regarding the technique of conducting and computerized accounting of electronic
money payments, which are an innovative form of settlement transactions. The purpose of the study was to form actual
methodological recommendations regarding the organization of automated accounting of payments in electronic money
at the enterprise, as well as to justify the choice of the necessary software product for this purpose. To achieve the goal, the
method of morphological analysis, comparative and critical analysis, system-structural approach, bibliographic method
was used. Ukrainian enterprises are suggested to implement accounting work with electronic money in two successive
steps. The transformations that will take place in the accounting work for settlement transactions of the enterprise in
the case of the introduction of national digital currencies are substantiated. The technological possibilities of using
neural networks for processing arrays of data regarding electronic money calculations carried out in payment systems are
explained. It has been proven that, according to the forecasted trends, it is expedient for Ukrainian enterprises to switch
from local accounting software products to the use of cloud services. Functional capabilities of 12 cloud-based software
solutions popular in Ukraine for automating accounting and analytical work were analysed, from the point of view of the
possibility of computerized accounting of settlement operations in electronic money. The advantages and disadvantages
of individual SaaS services are explained, and the expedient ones are recommended for use. Recommendations were made
to adjust the Order on accounting policy, following the scheme of organizational and procedural measures developed in the
work. It is proposed to assess the compliance of the existing accounting software product with management information
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requests that arise when using electronic money to make payments. The recommendations were developed on the basis of
a detailed study of the prospects for the further popularization of electronic money. The study is of practical interest for
Ukrainian enterprises that involve in their business innovative payment solutions in the conditions of rapid digitalization

of the economy

M Keywords: e-wallet; payment system; transaction; electronic financial reporting; taxonomy; cloud accounting services

H INTRODUCTION
In today’s world, the Internet, in addition to a global net-
work of entertainment and communication, is also be-
coming an integral component in the field of payments.
In the conditions of growing needs of people, changes in
the economy and scientific and technical progress, there
is a need for a fast and efficient payment system that is
able to satisfy the requests of both buyers and sellers.
Electronic money and electronic payment systems were
developed for this purpose. There are many views of
researchers on the origin of e-money, but almost all of
them come down to this. This is confirmed by the works of
W.]. Luther (2019), B. Eichengreen (2019), A. Klein (2020).
In 2018, Law of Ukraine No. 2473-VIII “On Currency
and Currency Transactions” (2018) included settlement
transactions with electronic money to the set of curren-
cy transactions. Companies traditionally make payments
in fiat money in cash and non-cash forms. Existing legal
provisions, theoretical developments and methodological
recommendations of scientists comprehensively explain
the procedure for accounting settlement operations car-
ried out in fiat national and foreign currencies. The role
of electronic money is to create a universal payment envi-
ronment capable of uniting the buyer and seller of goods
and services. Electronic money is a fairly flexible payment
instrument that can completely replace fiat money.
Accounting legislation regarding settlement opera-
tions in digital currencies is under development both in
Ukraine and in other countries of the world. In account-
ing, electronic money is recognized as an asset. However,
regulations and other methodological recommendations
do not imply the allocation of e-money as an independent
accounting object. At the same time, it can be considered
that electronic money has enough individual character-
istics for its identification as a separate, independent ac-
counting object. This requires the development of e-money
accounting methods. The problematic issues of electronic
money accounting were studied by such Ukrainian scien-
tists as T. Mokienko et al. (2019), O. Podolyachuk (2019)
and others. The introduction of cloud technologies into the
accounting process is of great importance for the improve-
ment of the accounting system of payments using elec-
tronic money. The rapid development of science and tech-
nology, the growth of data volumes, and the widespread
use of Internet applications created the necessary context
for the emergence of such a concept as cloud accounting.
This method of accounting has many supporters among
scientists all over the world. Authors such as P.M. Modi
(2018), L. Ou & Z. Zhang (2020), I. Paiman (2020), who in
their works noted the convenience of cloud accounting and
its development prospects. The technique and methodol-
ogy of accounting for payments made in electronic money
is a field of scientific research. The reason is the transition
period of gradual introduction of e-money to the global
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business environment. The question of the essence and
role of electronic money was considered by such well-
known scientists as T. Adrian & T. Mancini-Griffoli (2019),
D. Duffie (2019), C. Berg et al. (2019). In their opinion, the
use of e-money in the future will be extremely popular and
widespread when making payments around the world.

A fairly wide range of researchers devoted their work
to defining the essence and concept of electronic mon-
ey, its classification. However, the issues of evaluating
and documenting settlement transactions with electron-
ic money, organizing their synthetic and analytical ac-
counting, as well as choosing the appropriate accounting
software remain unresolved. The inadequacy of the the-
oretical base is primarily related to the incompleteness
of the long process of introducing e-money to the world
financial system. Taking into account the relevance of
electronic money and their growing popularity in calcu-
lations, as well as the insufficient degree of research into
the accounting system of electronic money, the purpose
of the study was the formation of relevant methodologi-
cal recommendations regarding the organization of auto-
mated accounting of payments in electronic money at the
enterprise in the conditions of the current transition peri-
od of the formation of digital currencies, as well as justifi-
cation of the choice of the necessary software product for
this. The objectives of the research were: development of
methodical recommendations regarding the accounting
of settlement operations of a commercial enterprise car-
ried out in electronic money; formulation of prospective
changes in the current procedure for accounting settle-
ment transactions under the influence of digitalization of
the global financial system; substantiation of the expedi-
ency of the transition of Ukrainian enterprises from the
accounting of settlement operations with local software
to cloud-based software.

N LITERATURE REVIEW
In modern economic science, a coherent theory of elec-
tronic money has not yet been developed. The presence of
numerous publications that investigate various aspects of
the development of digital payment systems does not en-
sure the formation of a conceptual basis for the functioning
of electronic money. Definitions of electronic money for-
mulated by foreign scientists can be reduced to three most
common interpretations:

= as a dematerialized or electronic form of a bank tick-
et, the emission of which is carried out by “transformation”
into an electronic form of monetary value (Peneder, 2022);

= as a financial product with a prepaid cost (Duff-
ie, 2019);

= an instrument of exchange issued by a separate is-
suer and is a guarantee of the issuer to pay an equivalent
amount (Adrian & Mancini-Griffoli, 2019).

9 -.I
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According to M. Peneder (2022), in the process of re-
placing fiat money with electronic money, the function
of money as a measure of value absorbs the function of a
medium of exchange. With digital payments, they are no
longer distinguishable and verifiable units of account that
have become de facto mediums of exchange. Digitization of
money brings to the fore the immaterial nature of money
as a social accounting technology.

As noted by N. Windasari et al. (2022), the emergence
of digital banking has significantly influenced changes in
banking, but it is still new and not sufficiently widespread
in many countries of the world. However, this industry is
promising and actively developing, as evidenced by the re-
search conducted by the authors. Z. Kupenova et al. (2020)
believe that the use of electronic money by enterprises in
settlement transactions requires the development of an ef-
fective system of their accounting. Such a system should be
based on digital technologies. Significant changes in all ar-
eas of social life and the transformation of economy based
on information drivers of development determine the
importance of updating the information environment of
the new economy, which significantly affects accounting.
Traditional accounting software has certain disadvantag-
es, among which limited access to data, constant updating
of software maintenance and ongoing costs of backing up
all financial information can be highlighted. This requires
some initial investment, which is treated as a fixed cost.
P. Sharma (2018) concluded that an IT team is needed for
continuous support, because the main threat is potential
physical damage to equipment that can cause data loss.
The details of the impact of cloud accounting on various
factors in the entire business sphere are discussed in the
work of P.M. Modi (2018).

M. Allahverdi (2017) notes that the integration of ac-
counting information systems in cloud systems provides
many advantages and opportunities compared to tradi-
tional systems. Low costs, easy access and application of
high security standards are the main advantages of cloud
systems. However, there are also disadvantages: the need
for online access, data confidentiality, integration and
use in mobile applications, and legal barriers. L. Ou &
Z.Zhang (2020). However, the authors note that by analys-
ing the relationship between cloud accounting and tradi-
tional accounting, they discovered the advantages of cloud
accounting technologies and the potential for their future
development and distribution to all enterprises. S. Hos-
sack (2015) describes in his work that from a tax perspec-
tive, cloud accounting allows accountants to perform work
faster and with lower internal costs, which positively af-
fects customer satisfaction. With e-reporting supported by
the government and a number of online services and mo-
bile applications, it serves the purposes of both individual
and corporate taxpayers.

Cloud accounting is the future of the accounting pro-
fession. The only thing that limits the use of cloud ac-
counting is security. M. Ummulkhairy (2022) determined
that if cloud accounting service providers ensure high
data security, then the implementation of cloud technol-
ogies in accounting will certainly increase in the future.
A similar opinion is held by X. Wu (2021), who notes that
the information system of cloud accounting combines
accounts into an organic whole, which will be the basis

I.- 10

for decision-making and enterprise management. Despite
the existence of a large number of studies on electronic
money, e-money accounting, cloud accounting systems,
the problem of organizing cloud accounting of e-money
settlements for Ukrainian commercial enterprises is not
enough researched.

B MATERIALS AND METHODS
A combination of general scientific and special methods
and techniques of scientific research were used to fulfil
the tasks set in the work. The study of the degree of de-
velopment of the problem of electronic money accounting
was carried out using the bibliographic method. The use
of causal analysis to establish connections and identify
the state of development of electronic money payments in
Ukraine made it possible to draw a conclusion about the
growth of their popularity. Morphological, comparative and
critical analysis was used. The method of systematization
made it possible to systematize the proposals of Ukraini-
an scientists regarding the organization of the system of
accounts for accounting for electronic money at enterpris-
es of Ukraine. A logical-comparative method was used to
substantiate possible options for accounting for electronic
money. System-structural and functional approaches were
used in the construction of a scheme of organizational and
procedural measures for accounting for electronic money.
The diagnostic approach was used to formulate the need to
record digital data on the movement of electronic money
and to form macro-arrays of information on the calcula-
tions made. A comparative method was used to compare
the current and forecast order of accounting of enterprise
settlement operations using electronic money. A compara-
tive analysis of the functionality of cloud accounting SaaS
(Software as a Service) services presented on the IT market
of Ukraine made it possible to draw a number of conclusions
regarding the choice of the optimal accounting product for
accounting of settlement operations in electronic money.
Through the system of analysis and synthesis, the work
gradually revealed the accounting features of electronic
money and their registration in the cloud environment.
The information base for writing the work was special-
ized scientific research on the problems of modern reali-
ties and trends of electronic money settlements, as well as
on the construction of accounting and analytical support
for the enterprise using local and cloud software products.
During the study of the importance of using electronic
money and its reliable accounting, the conclusions of T.
Adrian & T. Mancini-Griffoli (2019) regarding the ease of
use of e-money in payments, its prevalence in different
countries, minimal transaction costs when making pay-
ments and network effects arising from the use of e-money
were considered.

M RESULTS AND DISCUSSION

Methodical recommendations regarding the
accounting of payments of a commercial

enterprise with electronic money

As of 2023, Ukrainian enterprises make payments in fiat
money: with residents of Ukraine in national currency, and
with foreign partners in foreign currency. At the same time,
there is a gradual formation, state regulation and spread
of the use of electronic money. Over the years 2000-2020,
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experience has been accumulated in making settlements
with fiat electronic money (PayPal, Virtual digital card of
Visa, Virtual digital card of MasterCard, Global Money,
Maxi, NovaPay, Alfa-Money, Electrum Prostir) and elec-
tronic money of private issue (Skrill, Epayments, Payeer,
Facebook Pay, Google Pay, Perfect Money, EasyPay) (Kur-
han & Aksyuta, 2021).

According to the NBU (National Bank of Ukraine), in
Ukraine during 2020, the number of “electronic wallets” in-
creased by 5 million units (by 7%) - to 79 million, and the
volume of transactions with electronic money — by UAH
2,590 million (by 15%), up to UAH 19,304 million (Statistics
at the..., n.d.). The use of e-money is becoming more and
more transparent, and e-money users are more informed
and protected. Digital payment systems identify and verify
users in the same way as during the usual opening of a bank
account. Law of Ukraine No. 2473-VIII “On Currency and
Currency Transactions” (2018), Law of Ukraine No. 2346-111
“On Payment Systems and Money Transfer in Ukraine”
(2001), as well as Resolution of the Board of the Nation-
al Bank of Ukraine No. 210. “Regulations on Issuing Elec-
tronic Money and Carrying Out Payment Transactions with
It” (2022) comprehensively regulate the issue, conversion,
storage in digital wallets and settlements with electronic
money in Ukraine. As of 2023, the use of e-money issued
by Ukrainian banks is allowed (for example, GlobalMoney
from JSC Bank “Alliance”, Maxi from PJSC “Taskom-bank”,
Alfa-Money from PJSC “Alfa-Bank”, Electrum from JSB
“Ukrgasbank”) and non-residents (Facebook Pay; Google
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Pay; PayRun; Apple Pay), provided that the issuers of these
e-money are registered in the Register of Payment Systems
of Ukraine. Illegal digital payment systems are prohibited
for use by Ukrainian enterprises. In view of the above, the
object of accounting is a legally limited number of types of
electronic money, including fiat money (issued by banks)
and private issuance.

The financial system of the globalized economy is
preparing for the innovative introduction of national
electronic currencies in the countries of the world. China
is testing a digital yuan (e-CNY) from 2020. The EU plans
to launch a digital euro in 2026. The US is considering a
digital dollar (Stephenson, 2022). In September 2021, the
National Bank of Ukraine launched the “e-hryvnia” pro-
ject with the aim of “wide-scale issuance of the digital
form of the hryvnia” (About e-hryvnia..., n.d.). Therefore,
the current legislative approach to electronic money, in-
cluding its accounting, will necessarily be modernized in
accordance with the changes that will take place. The sci-
entific search for organizational and program solutions
regarding the accounting of e-money is carried out dur-
ing the transition to national electronic currencies. The
methodology of electronic money accounting in compli-
ance with Ukrainian accounting standards was developed
by T. Mokienko et al. (2019), N. Kurhan (2020), A. Stovpo-
va (2021). The views of these researchers regarding the
organization of the accounting system of electronic mon-
ey can be conventionally divided into two groups, as illus-
trated in Table 1.

Table 1. Systematization of the proposals of Ukrainian scientists regarding the organization
of the system of accounts for the accounting of electronic money at the enterprises of Ukraine

Names and codes of the accounts proposed by the authors for accounting of the
company’s payments with e-money
accounting of e-money on account 33 accounting of e-money on account 32
“Other funds” (additional)
Authors and regulatory documents 335 “Electronic 336 “Electronic 32 “Software 32 “Electronic
money denominated | money denominated | electronic money” money”
in the national in foreign currency”
currency”
Order of the Ministry of Finance of
Ukraine No. 291 “Chart of Accounts
for Accounting of Assets, Liabilities, v
Capital and Business Operations of
Enterprises and Organizations” (1999)
N. Kurhan (2020) v v
A. Semenets (2017) v
T. Mokienko et al. (2019) v
0. Podolyachuk (2019) v Ng
P. Sakharov (2017) v
A. Stovpova (2021) v

Source: developed by the authors

According to the results of the theoretical general-
ization performed in Table 1, it was concluded that one
group of authors (Semenets, 2017; Mokienko et al., 2019;
Kurhan, 2020) suggests that Ukrainian enterprises conduct
synthetic accounting of electronic money using account 33
“Other funds”. The second group (Sakharov, 2017; Stovpo-
va, 2021) follows an alternative approach and emphasiz-
es the need to separate electronic money on a separate

account 32, which is not used in the Chart of Accounts
as of 2023. Regarding the feasibility of using account 32,
A. Stovpova (2021) states the following arguments: firstly,
electronic money is an independent payment instrument
and therefore it does not need to be equated with other
monetary funds; secondly, the presence of only one ac-
count 335 for recording electronic money makes it impos-
sible to account for exchange rate differences.
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Regarding the development of methodological recom-
mendations for the accounting of settlement operations of
a commercial enterprise carried out in electronic money,
the following is proposed. In view of the fact that electronic
money as an innovative type of currency is increasingly ac-
quiring the status of an independent payment instrument,
it is considered sufficient to display and register exchange

rate differences in the accounting establish sub-accounts
to account 33 or 32. Such detailing will allow for the sep-
aration of electronic money in national and foreign cur-
rencies, as well as by types and methods of carrying such
money. Figure 1 suggests a scheme of organizational and
procedural measures for the development of electronic
money accounting at a Ukrainian commercial enterprise.

Determination of the type of
electronic device

A4

payment card chip

electronic money settlement

system server

Setting the description of the electronic

money protection system

A 4

account

electronic wallets

4[

Establishing a means/method of access
to electronic money

web interface

special software

Formation of accounts for accounting of

electronic money

Account 33

Account 32

‘ Conclusion of a contract between ]7

Y

Y

the issuing bank operator

agents, traders users

Registration of settlement operations with electronic money
using cloud software products

Figure 1. Scheme of organizational and procedural measures of electronic money accounting

Source: developed by the authors

According to Figure 1, it is possible to give the main
recommendations to Ukrainian commercial enterprises
regarding the improvement of the organization of e-mon-
ey accounting with mandatory reflection in the Order on
Accounting Policy: determination of the type of electronic
device using which settlement operations with e-money
are carried out; establishment of the e-money accounting
procedure in accordance with the involved stakeholders
of settlement transactions; description of the system of
protection against unauthorized viewing and the means/
method of access to e-money; development of a scheme for
the movement of information flows of settlement trans-
actions with e-money, which participate in the exchange
and processing of such information; defining the sys-
tem of accounts and opening sub-accounts for electron-
ic money settlement operations in accordance with the
company’s accounting policy; formation and collection of
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documentation to confirm settlement operations with
e-money (service contract, cryptographic protocols, algo-
rithms and keys); selection, description and justification
of a cloud-based software product for accounting of set-
tlement operations with e-money. The provided recom-
mendations will contribute to the clear establishment
of specific organizational procedures for accounting for
e-money, taking into account the specifics of each com-
pany’s activities, as well as the protection of information
from fraudsters and unscrupulous stakeholders.

For the organization of e-money accounting at the
enterprise, the proposed improvements to the accounting
policy and accounting system are insufficient. Organiza-
tional or business decisions of modern companies require
digital implementation. In this case, it is about the search
for software, the functionality of which will allow imple-
menting methodological recommendations developed by
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the authors. Since electronic money is in the current pro-
cess of rapid development, it is necessary to choose a soft-
ware product for accounting of settlement operations with
electronic money after researching existing trends in the
transformation of the world economy under the influence
of the latest digital technologies. Further, the article exam-
ines the main trends of ongoing changes in the current or-
der of accounting for settlement operations, which are pro-
duced by the digitalization of the global financial system.

Justification of projected changes in the accounting
of settlement transactions under the influence of
digitalization of the financial system

The innovative difference of electronic currency is the pos-
sibility of recording and saving electronic records of all
settlement operations for each electronic monetary unit.
Similar functionality has already been tested as transac-
tion records for cryptocurrency transfers using blockchain
technology. The recording of digital data on the movement
of e-currency opens up the possibility of forming mac-
ro-arrays of information on the performed calculations in
the analytics of all payment participants. In the future, cal-
culations using national digital currencies will not require
the operator to enter primary payment documents into the
accounting information databases of enterprises. Registers
of completed transactions can be uploaded to the database
from the server of the e-money issuer.

The gradual transition from fiat currency to electronic
currency will fundamentally change both the technique of
conducting settlement transactions of enterprises and the
procedure for accounting for such transactions. Simultane-
ously with the global development of the financial system
of electronic currencies, such large-scale transformations
are observed in the global economic environment as: the
creation, testing and implementation of the use of neural
networks, virtualization of business assets, development
of intangible forms of capital. There is continuous digiti-
zation and the accompanying internationalization of both
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economic and social life. Information is becoming an in-
creasingly significant factor in production and sales. Neu-
tron networks (for example, ChatGPT, Galactica Meta, deep
learning artificial intelligence of Google, EOSDA, Amazon)
imitate the analytical work of the human brain and demon-
strate impressive results during testing, instantly process-
ing macro-arrays of data and interacting with users in the
mode of normal human communication. According to the
authors, in the future, the technological capabilities of
neural networks will be used to process digital data related
to payments in electronic money.

Against the background of the described changes, the
transition to the international XBRL (XBRL - eXtensible
Business Reporting Language) format of electronic finan-
cial reporting is being carried out in Ukraine, in accordance
with Clause 6 of Article 11 Law of Ukraine No. 996-XIV “On
Accounting and Financial Reporting in Ukraine” (1999),
recommended by the International Financial Reporting
Standards Board (IFRS) and generally accepted in the EU
and the USA. The content of this form of reporting is the
transfer to external users of financial information stand-
ardized according to the IFRS taxonomy via the Internet,
the possibility of its high-speed machine processing and
viewing by a person exclusively in electronic form on an IT
device using special software. The reporting of enterpris-
es is modified from graphic not simply to digital, but to
interactive, which opens up the possibility of storing and
processing digital arrays of virtual financial information
about business entities.

Table 2 shows the forecast changes that will take place
in the accounting of settlement operations of a commer-
cial enterprise in the event of the transition of the world
economic system to electronic money. For now, the further
digitization of the technique of carrying out, document-
ing and accounting for payments is clear. Row 4 of Table 2
explains that the current trend is a gradual transition to
processing business data on the Internet using cloud soft-
ware products.

Table 2. Comparison of the current and forecast order of accounting of the enterprise’s settlement operations
(in case of introduction of electronic money as an alternative to fiat money)

Stages of accounting
for settlement
operations

The procedure for accounting settlement
operations as of the beginning of 2023

Predictive data processing procedure for
settlement operations

1. Documentation
and initial accounting
of the enterprise’s
settlement operations

When using fiat money (in cash and non-cash forms),
primary bank and cash documents are drawn up by
executors for each separate payment transaction
and entered into the company’s information base
(manually or by uploading an electronic document —
bank statement, receipts, etc.); based on these primary
documents, the accounting program automatically
forms a transaction.

When using electronic money, information on
settlement operations carried out with each monetary
unit will be stored as an accompanying digital protocol
in a single array of data of the state financial system.
The primary accounting of settlement transactions in
the company’s information base will take place as a
data download from such a macro array.

2. Processing of data
related to settlement
operations, formation
of accounting registers

On the basis of transactions compiled according to
primary documents, accounting journals, information
and other registers are automatically created in the
information base at the user’s request. Turnovers
and balances according to accounting registers allow
the accounting specialist to determine the necessary
financial indicators of the period, as well as to check
their correctness.

When using neural networks, there will be no need
to compile a set of accounting registers and check
their correctness, completeness and comparability.
Artificial intelligence will provide unwavering data
control over all the company’s settlement operations,
performing instant retrospective and predictive
calculations at the user’s request.

13 -II

Economics of Development. 2023. Vol. 22, No. 3




Improvement of organization and automation of commercial enterprise...

Table 2. Continued

Stages of accounting
for settlement
operations

The procedure for accounting settlement
operations as of the beginning of 2023

Predictive data processing procedure for
settlement operations

3. Display of
settlement operations
in the company’s
financial statements

Accountants of enterprises required to report under
IFRS manually prepare electronic financial statements
in XBRL format using special programs (for example,
IPHIX, Arkk XBRL Adapter); it is not possible to
transfer data from the information base. Financial
reporting of all other commercial enterprises is
compiled in an information base with the direct
participation of a user specialist, then downloaded
in XML (XML - eXtensible Markup Language) format
to reporting programs (e.g. “M.E.Doc”, “OPZ”, “iFin”).
Reporting is verified by electronic digital signatures
and sent to external users via the Internet.

The XBRL format for electronic financial reporting is
based on the metadata provided in the IFRS taxonomy.
This allows you to quickly identify, structure, compare
and analyse the financial data of enterprises through
machine processing. If neural networks are used to
process and analyse period accounting data, reporting
will also be fully automated. The array of financial
indicators of an individual enterprise will be subject
to software processing for prompt generation of XBRL
reports in the necessary analytics.

4. Software and
conditions necessary
for accounting of
settlement operations
of the enterprise

Local (on a personal computer) or cloud-based
accounting software for maintaining the information
base; remote banking software for servicing accounts
(“Client-Bank”); special software for preparing and
transmitting reports; Internet access (systematic
in the case of the accounting base on a local server;

Information flows regarding electronic money
payments will be generated online and stored in
special cloud storage. Under these conditions, priority
will be given to cloud-based software solutions that
will allow the use of virtual artificial intelligence to
generate arrays of data for an individual company.

II- 14

uninterrupted in the case of a cloud-based server).

Source: developed by the authors

The introduction of electronic money, digital report-
ing and analytical processing of calculation operations and
financial indicators by neural networks is accompanied by
the expansion of the scale of cloud computing and storage.
Under such trends, it is obvious to choose a cloud-based
software solution for organizing enterprise accounting, in-
cluding accounting for settlement operations.

The advantages of cloud services over local programs
for automating the accounting of e-money payments
The expediency of the transition of Ukrainian enterpris-
es from local software solutions to cloud-based ones for
maintaining an information base and accounting in it,
among other things, for e-money settlement transactions
in digital payment systems is explained and proved below.
At the time of the study, most companies in Ukraine used
individually developed accounting information bases at the
companies (NJSC “Naftogaz”, PJSC “Shvydko-Ukraine”, LLC
“Procter & Gamble Ukraine”, Fozzy Group networks, LLC
“ATB-market”) or standardized licensed software products
(for example, “MASTER: Accounting”, “1C: Enterprise. 8.3”,
“BAS Accounting”), which were installed on local servers.
Since 2018, there has been continuous dynamic growth of
the cloud services market in Ukraine, including cloud ac-
counting services (for example, “MASTER: Accounting”,
“jSolutions”, “IT-Enterprise: Accounting”, “Oblik Saas”,
“BukhSoft”, “BookKeeper”, “1C DataStore”, “Parus”). The
potential of cloud-based accounting software products of
Ukraine should be investigated in more detail in terms of
the organization of automated accounting of payments
with electronic money. Summarizing the results of the
study in Table 2, it can be seen that as of 2023, it is expedi-
ent for Ukrainian enterprises to organize accounting work
based on software products with cloud access, abandoning
Stand-Alone technology based on local computers.

Cloud software solutions are classified by the degree
of user involvement in administration into three groups:
PaaS (Platform as a Service), [aaS (Infrastructure as a Ser-
vice) and SaasS services. A cloud service in the form of PaaS
means that the user enterprise receives a platform and
sets of ready-made components, on the basis of which it
independently creates functional modules (applications),
which it later administers and uses. In the case of an IaaS
solution, the user rents cloud processors, memory, and
networks from the vendor (service provider), on the basis
of which he creates router servers and configures the in-
dividual topology of the accounting system. SaaS services
are used by subscription; in this case, the vendor performs
full administration of the service, and the user company
receives a ready-made accounting software product that
requires minimal individual settings.

In Ukraine, as of 2023, more than 95% of commercial
enterprises according to the parameters of Article 2 Law
of Ukraine No. 996-XIV “On Accounting and Financial Re-
porting in Ukraine” (1999) belong to small business (State
Statistics Service of Ukraine, n.d.). This explains that the
vast majority of cloud accounting products on the Ukrain-
ian IT market are represented by Saa$ services. The devel-
opment of individual cloud PaaS and IaaS accounting and
analytical systems requires significant financial and hu-
man resources, which can be afforded only by large com-
panies that need comprehensive compliance of the system
with the specifics of their organization and management,
as well as complete information confidentiality. Small and
medium-sized businesses choose between various options
of ready-made SaaS$ solutions, the use of which is conven-
ient and economical (Kurhan, 2020). Table 3 compares the
functionality of 12 popular SaaS services in order to justify
the best of them for use by a Ukrainian enterprise that per-
forms settlement operations in electronic money.
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Table 3. Comparison of the functional capabilities of cloud accounting Saa$ services presented
on the IT market of Ukraine as of 2023

Functional characteristics,
users of the cloud
accounting SaaS service/
name of the Saa$ service

Application modules

Sustainable software solution

Reporting

iBuh.Online
IT-Enterprise:
Accounting
ISpro

MASTER:
Accounting

jSolutions
Oblik Saas
(standard)
BookKeeper
Dilovod

DebetPlus

M.E.Doc

Webzvit

Taxer

1. General functionality
available to users of the SaaS
service:

1.1. financial accounting;

1.2. management accounting;

1.3. tax accounting;

1.4. electronic administration
of VAT (value added tax);

1.5. sending electronic
reports with digital
signatures to supervisory
bodies;

1.6. electronic document flow
with buyers and suppliers;

1.7. electronic document flow
with servicing banks;

1.8. automatic updating
of documents and reports,
according to legislation.

2. Functional capabilities of
e-money accounting:

2.1. built-in algorithm for
state-regulated e-money
accounting;

2.2. editing the Chart of
Accounts;

2.3. adding new forms
of electronic payment
documents;

2.4. data exchange with
digital wallets, digital
payment systems for
e-money settlements.

3. Administration of
software applications and
service algorithms for their
adjustment in accordance
with user requests.

4. Groups of users of the Saa$
service, according to the
classification of Article 2 of
the Law on Accounting (Law
of Ukraine..., 1999):

4.1. large enterprises;

4.2. medium enterprises;

v v v

v

v v - -

4.3. small enterprises
(including micro-
enterprises).

v v v

v

v v v v

Note: Y - the functionality is fully provided by the SaaS service; N — the functionality is not provided in the Saa$ service;
P- the functionality is partially, but not completely, provided by the SaaS service
Source: developed by the authors
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With the help of the comparative analysis performed
in Table 3, a number of conclusions can be drawn that
will allow choosing the best cloud accounting product for
accounting of settlement operations in electronic mon-
ey. First, the structure of SaaS services is different: more
complex software products that provide users with a wid-
er range of opportunities, formed as a set of functional
modules (applications) that are activated at the user’s
request (“IT-Enterprise: Accounting”, “ISpro”, “iBuh.On-
line”). Other SaaS services are a single standardized cloud
software product that cannot be improved by connecting
applications (for example, “MASTER: Accounting”, “Book-
Keeper”, “M.E.Doc”). Second, the general functionality
of the SaaS service usually subordinated to a clear goal:
either compiling and providing electronic reporting to
authorized bodies (“M.E.Doc”, “Webzvit”, “Taxer”), or
keeping company accounting records. This practice has
developed due to the fact that many companies use local
software products and need an electronic application for
interaction with state authorities in terms of VAT adminis-
tration and reporting. Some modular Saa$ services (for ex-
ample, “iBuh.Online”) already provide a digital document
management service, which is indicated in points 1.4-1.5
of Table 3. Thirdly, accounting Saa$ services addressed ex-
clusively to small businesses (for example, “BookKeeper”,
“Dilovod”), have the most simplified functionality for sim-
ple accounting calculations and records.

Points 2.1-2.4 of Table 3 reveal the functionality of
the studied SaaS-services regarding the accounting of
company payments in electronic money. As you can see,
SaaS$ products focused on reporting (“M.E.Doc”, “Webzvit”,
“Taxer”) are absolutely not suitable for this purpose. Cloud
accounting and analytical systems (from “iBuh.Online” to
“DebitPlus” in Table 3) contain a built-in algorithm for
state-regulated e-money accounting, as well as an edited
Plan of accounts, which allows the use of accounts 32 and
33 for electronic money accounting. Only modular SaaS
products (“IT-Enterprise: Accounting”, “ISpro”, “iBuh.
Online”) can add new forms of electronic payment doc-
uments and registers at the user’s request. However, it is
not yet possible to interact with digital wallets and digital
payment systems regarding e-money calculations of the
user database created in the Saa$ resource.

Thus, under the influence of digitalization of the
global economy, Ukrainian enterprises are increasing the
volume of settlement operations in electronic money. A
predictable prospect is the transition to national elec-
tronic currencies as an alternative to fiat money. In the
transitional conditions of the transformation of the fi-
nancial system, commercial enterprises are recommend-
ed to master the technique of making and accounting for
payments with digital money, using cloud accounting
software products for this. The study of the functional-
ity of 12 popular SaaS services made it possible to estab-
lish that modular SaaS products (such as “iBuh.Online”,
“IT-Enterprise: Accounting”, “ISpro”) have the most
complete functionality for cloud accounting of a Ukrain-
ian enterprise. Developers of modular SaaS services
quickly update existing applications and offer new ones
at the request of the market, as well as carry out their
individual refinement at the request of the client. The
enterprise can implement innovative software solutions
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for the accounting of electronic money payments only
on the basis of cloud PaaS and IaaS services, but this re-
quires financial investments.

The conclusions obtained by the authors are consist-
ent with the conclusions and proposals of foreign and
Ukrainian scientists, and also supplement and continue
them. Review of works by A. Semenets (2017), T. Mokien-
ko et al. (2019), A. Stovpova (2021) indicates the lack of
scientific research and development on the issue of elec-
tronic money accounting using cloud software products,
which complicates the development and implementation
of effective technologies in this area. Group of research-
ers T. Mokienko et al. (2019) singled out the classification
features of electronic money and studied the development
of electronic money circulation. A. Semenets (2017) car-
ried out the identification of the economic essence of the
concept of “electronic money” and formed a classification
approach to the accounting display of transactions with
electronic money without the use of accounting software
systems. A. Stovpova (2021) substantiated the feasibility of
accounting for electronic money on a separate account 32
“Electronic money”. In the work of O. Podolyachuk (2019),
a comprehensive approach to the accounting provision of
funds in the relationship of the elements of the accounting
method is proposed. The work of A. Klein (2020) empha-
sizes the integration of the Chinese payment system into
global payments. The transformation of accounting ac-
tivities in the conditions of digitalization of the economy,
changes in the accountant’s function and the addition of
artificial intelligence to accounting operations were stud-
ied by scientists Z. Kupenova et al. (2020). However, none of
the listed works contain proposals for accounting display of
e-money using cloud environment programs.

It is explained that the attractor of these inevitable
changes is the further distribution of electronic money,
the highest point of which will be the introduction of dig-
ital national currencies. Similar conclusions were reached
in their works by T. Adrian & T. Mancini-Griffoli (2019),
D. Duffie (2019), M. Peneder (2022), who studied the chro-
nology of the formation of electronic money and tried to
identify further trends. M. Peneder (2022) emphasizes the
importance of understanding the transition to digital cur-
rencies and changes in payment systems. In his opinion,
it is possible to observe the preservation of public sover-
eignty over the common unit of account by central banks,
which in the near future are considering the possibility of
issuing their own digital fiat money. D. Duffie (2019) in-
vestigated the efficiency of the payment system and the
control of monetary policy transmission by central banks.
In his work T. Adrian & T. Mancini-Griffoli (2019) con-
tinue the general thinking of researchers D. Duffie (2019)
and M. Peneder (2022) regarding the emergence of a dig-
ital form of money and its transformation into electronic
money, which will be measured by an electronic monetary
value denominated and tied to such a currency, like euro
or dollar. The developed Table 2 not only embodies the
collective opinion of the mentioned scientists regarding
the inevitability of digitization of the global financial
system and its modification due to this, but deepens and
continues their research, as it contains a forecast exclu-
sively for the subjects of the Ukrainian economy, taking
into account the specifics of national business realities.
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The authors’ conclusion regarding the prerogative
of cloud services over local accounting software is con-
sistent with the opinion of Z. Kupenova et al. (2020),
N. Windasari et al. (2022), who emphasize the impor-
tance of using advanced software solutions to automate
the accounting of companies participating in electronic
money settlements. Also, in the study, the opinion as-
serted by Z. Kupenova et al. (2020) was developed that
the use of a cloud-based accounting program provides
resource savings that are significant enough to repre-
sent a relevant criterion when choosing an accounting
solution. P.M. Modi (2018), L. Ou & Z. Zhang (2020),
I.Paiman (2020) substantiated the advantages of cloud ac-
counting solutions over programs installed on local serv-
ers using examples from different countries around the
world. L. Ou & Z. Zhang (2020) investigated the adoption
of cloud computing for accounting purposes in China and
demonstrated the benefits of cloud computing for small
and medium-sized enterprises. I. Paiman (2020) directed
his research to review the concept of cloud accounting
and its advantages on the example of companies in Kurd-
istan. I. Paiman (2020) singled out five key reasons for
the popularization of cloud accounting services, which
are consistent with the opinion of the authors expressed
in the work: lower cost of using the program, easy and
fast access to the information base located in the cloud,
a high level of data security, which the vendor provides
a large amount of virtual memory for storing client data
and automatic backup, compatibility of cloud services
with all operating systems and web browsers. At the same
time, the researcher formulated six main risks of using
cloud solutions for accounting, which are related to po-
tential technical shortcomings of Internet connections
and cybercrime. Similar conclusions to I. Paiman (2020)
were reached in his research by P.M. Modi (2018), who,
using the example of accounting practices of Indian com-
panies, identified the benefits and challenges of cloud
accounting, as well as the capabilities of an individual
small firm in terms of accounting and decision-making.
In his opinion, the benefits outweigh the challenges of
using a cloud-based accounting system. The researches
of these scientists confirm the results of the work carried
out regarding the advantages of cloud technologies (Ta-
ble 2): continuous digitalization of economic and social
relations; digitization of relations and document flow of
market subjects among themselves, with state bodies and
financial institutions; artificial intelligence testing for
the analysis of information macroarrays; formation of
global cloud capacities for data processing and storage.

The difference between the research conducted by the
authors of options for cloud automation of accounting is
that one of the criteria was the functionality of entering
e-money settlement transactions into the accounting base.
This criterion was not taken into account by scientists,
since only in the last two years the popularization of elec-
tronic money took place and business requests for software
support for their use and accounting were formed. Instead,
J. Singerova (2018) indicates that the reason for choosing
cloud accounting is the possibility of fast user access to
the database from any software device, as well as the con-
stant updating of the cloud service algorithm by its ven-
dor. The authors share the opinion of J. Singerova (2018)

Kurhan et al.

regarding the fact that cloud accounting software gives its
users real-time access to business finances, easy setup and
easy use, access to information from anywhere, which is a
great advantage. according to S. Hossack (2015), compa-
nies choose cloud services due to their cost-effectiveness
compared to the purchase of computer equipment and li-
censed accounting software, which provides lower internal
costs for automation of accounting and analytical work.
The criteria for choosing an accounting software product
identified by these scientists are important, but insuffi-
cient. The paper substantiates that when choosing a cloud
program, it is necessary to familiarize yourself in advance
with its compliance with the realities of the transition to
digital banking. The authors agree with the opinion of
I. Paiman (2020) that when implementing a cloud solution
for accounting automation, it is necessary to detect the
presence of uninterrupted Internet connection conditions.
It is also advisable to take into account the recommenda-
tions of P.M. Modi (2018) and M. Ummulkhairy (2022),
who warn about cyber threats of losing confidential
business information and call for careful selection of
a cloud service provider also based on this criterion.

B CONCLUSIONS

The result of the conducted research was the development
of recommendations relevant in the conditions of total
digitalization regarding the development of automated ac-
counting of payments in electronic money at the Ukrainian
enterprise, as well as regarding the selection of the neces-
sary software product for this. The analysis of the views of
Ukrainian scientists on the organization of the electronic
money accounting system allowed to draw a conclusion
about the need to detail information about electronic mon-
ey in national and foreign currency, as well as exchange
rate differences related to the use of electronic money, in
the system of synthetic and analytical accounts. Ukraini-
an commercial enterprises that use electronic money were
asked to implement certain organizational and procedur-
al measures that will allow to improve the organization
of electronic money accounting. Among such procedures,
the establishment of the accounting procedure taking into
account the involved stakeholders of settlement transac-
tions, the development of the scheme of movement of in-
formation flows of settlement transactions using e-money,
the formation and collection of documentation to confirm
settlement transactions, etc. are separated.

When choosing software for accounting for digital
payments in electronic money, it is necessary to take into
account the existing trends of further digitalization of
business. It is explained in the paper that the procedure
for accounting for settlement operations, effective at the
beginning of 2023, will inevitably be modernized under the
influence of the following main factors: the transition to
electronic national currencies, which have transaction re-
cords for each monetary unit; application of technological
capabilities of neural networks and artificial intelligence
for the analysis of macro-arrays of data on the circulation
of e-money; implementation of electronic financial report-
ing of enterprises by taxonomy. Objective changes in the
accounting of settlement operations at all stages of its im-
plementation — documentation, data processing in regis-
ters, reporting — are substantiated. It was revealed that the
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further rejection of local media in favour of cloud storage
will be a distinctive feature of the forecast changes.

The use of electronic money in settlement operations
causes the need to expand the scale of cloud computing
and storage. The conducted research showed that it is
expedient for enterprises to organize accounting work
on the basis of software products with cloud access. This
article presented an overview of various groups of cloud
software solutions. At the same time, special attention
was paid to the functional capabilities of cloud account-
ing SaaS services available on the Ukrainian market. This
made it possible to draw conclusions that help choose the
best cloud accounting product for accounting settlement
operations using e-money. Enterprises are recommend-
ed to use modular SaaS products that can be customized,

scaled, and systematically updated. The novelty lies in
the development of methodological approaches to the
construction of an accounting system for settlement
transactions using electronic money based on cloud soft-
ware. The conducted research opens up prospects for fur-
ther research in this subject area, aimed at establishing
cause-and-effect relationships between indicators of the
efficiency of calculations using e-money and digital ac-
counting technologies.
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YOoCKOHaNeHHs opraHisauii Ta aBToMaTusauii
06niKy po3paxyHKiB KOMepLUiMHUX NiANPUEMCTB e-rpoimma
B yMoBax uudpoBisalii eKOHOMIKU

M AdoTauia. B ymoBax mudposisauii mo6anizoBaHoi CBiTOBOI €KOHOMiKM YKpaiHChbKi MiANpMeMCcTBA MalOTh
indopmariiiiuuit 3anMT Ha METOAMYHI peKoMeHAallii IOM0 TeXHiKu IMPOBeIeHHS Ta KOMII'I0TePU30BaHOTO OOJiKy
TJIATEXIB €JEKTPOHHMMM TPOIIMMA, SIKi € iHHOBAIiiiHOI0 (OPMOI0 PO3PAXYHKOBUX OIepalliii. MeTo JOCTiIKeHHs
6yn10 hopMyBaHHS aKTyaJbHUX METOIMUYHMX PeKOMEHZAlliil oa0 opraHisaiii Ha MiJMpPUEMCTBI aBTOMATU30BaHOTO
006J1iKy PO3paxyHKiB Y eJIeKTPOHHMX IPolIaX, a TAKOK OOIPYHTYBaHHSI BUOOPY HEOOXiIHOrO sl I[bOTO MPOTPaMHOTO
MPOIYKTY. 7151 JOCSITHEHHSI MeTH 6y70 BUKOPUCTAHO MeToZ, MOP(dOIOTiYHOTO aHali3y, MOPiBHSJIbBHUI Ta KPUTUIHUIA
aHaii3, CUCTEMHO-CTPYKTYpHMIT minxim, 6i6miorpadiunmiti metom. YKpaiHCbKMM MiZIIpMEMCTBaM 3alpPONOHOBAHO
BIIPOBA/IKYBaTH 06GTiKOBY POOOTY 3 eJIEKTPOHHMMM TPOILMMa Y IBa MOCTiIOBHI Kpoku. OOIpyHTOBaHO TpaHchopMalrii,
SIKi BimOyBaTMMYyThCS B OGJIKOBili POOOTi 3a PO3PaXyHKOBMMM OIepallisiMy MiAIPUEMCTBA, B pa3i BIPOBAIKEHHS
HallioHaJbHMX IMGPPOBUX BaMIOT. IIOSICHEHO TEXHOJIOTIUHI MOXKJIMBOCTI BUKOPUCTAHHS HeiipoMepexk AJisi 00poOKu
MacuBiB JaHUX LI0JI0 NMPOBeNEeHUX Y IUIaTDKHUX CUCTeMaX PO3PaxyHKiB eJleKTPOHHMMM rpoiiuMa. JJoBeneHo, 110 3a
MPOTHO30BaHMUX TEHIEHLil1 YKpaiHCbKMM MiJIIPMEMCTBAM [IOLIIbHO IMEePeXOAUTU Bif, JOKaJIbHUX OyXTaaTepCcbKUx
MpOTpaMHUX TPOAYKTIB JO BUKOPUCTAHHS XMapHUX cepsiciB. IIpoaHanizoBaHO GyHKIiOHaAbHI MOKIMBOCTI 12
MOMY/ISIPHUX B YKpaiHi XMapHUX MPOrpaMHMX pillleHb JJIsT aBTOMaTu3allii 0671iKoBO-aHaTiTUYHOI po6OTH, 3 TO3UIIii
MOXIMBOCTI BeJeHHS KOMIT I0TePM30BAHOTO 06Ky PO3PaxXyHKOBUX OTepalliii y eJeKTPOHHUX rpoimax. IToscHeHO
repeBaru i HelOMikM OKpeMux SaaS-cepBiciB Ta peKOMeHA0BAaHO JOIiIbHI 10 BUKOpUCTaHHS. HajaHo pekoMeHgallii
BimkopuryBatu Haka3s mpo 06/iKOBY MOJiTMKY, JOTPUMYIOUMCh PO3po6ieHOi B PoOOTI cxeMu opraHizaiiiiHux Ta
MpolefypPHUX 3aXO[iB. 3aIIPONIOHOBAHO OIiHUTU BiAIOBiZHICTH HAsIBHOTO OYXTaJITePChKOTO MPOrPAMHOIO IPOAYKTY
iHbopMaliifHMM 3amuTaM YIpaBIiHHS, SIKi BUHMKAIOTh NIPY BUKOPUCTAHHI €JIEKTPOHHUX TPOIIei I TPOBeIeHHS
maaTexiB. PekomeHzalii po3pobieHo Ha MiCTaBi JeTaJbHOTO BUBUYEHHS TEePCIEKTUB TOJAbINOI MOMyaspu3saii
eJIeKTPOHHMX rpoiieit. JJocTimKeHHsT Ma€ TPaKTUYHNUI iHTepec AT HMigIMpUeMCTB YKpaiHu, sKi 3a/yy4aioTh 10 CBOTO
6i3Hecy iHHOBAIiIfHi pillleHHS MPOBeJeHHS TUIaTeXiB B yMOBax MIBMIKiCHOI nudbpoBizallii eKOHOMiKM

M KniouyoBi cnoBa: eleKTPOHHMII raMaHellb; MJIATDKHA CMUCTEMa; TPaH3aKilis, eJeKTpoHHa (iHaHCOBa 3BiTHICTb;
TaKCOHOMisl; XMapHi 6yXrajatepchbKi cepBicu
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Restaurant brand management in wartime

M Abstract. Full-scale military operations taking place since 2022 in Ukraine have had a negative impact on all sectors
of the economy, including the restaurant business. An important factor that helps Ukrainian restaurants to work and
develop is the brand. Therefore, the issues of restaurant brand management taking into account wartime conditions
are gaining relevance. The purpose of the research is to determine the characteristic features of branding of restaurant
business entities in the context of military operations. The article used such scientific methods as: bibliographic
analysis, analysis and synthesis, grouping and comparison. Data from the State Statistics Service of Ukraine were used
to analyse the food and beverage sector. The data cover the period from late 2014 to early 2023. The Ukrainian food
and beverage sector has been analysed (including an assessment of changes in business situation, analysis of the level
of employment and fluctuations in demand in this sector) to determine the peculiarities of functioning and prospects
for the development of restaurant business. The problems faced by Ukrainian restaurant enterprises during 2022-2023
are outlined. It is substantiated that management of the restaurant brand is important to ensure its operation in the
conditions of military operations and further for post-war recovery. The features and functions of the restaurant brand are
determined, and the factors affecting the restaurant brand in crisis conditions are systematized. The implementation of
foreign experience in promoting the restaurant brand, including the promotion of services in social networks and other
online channels, has been proposed. The results of the research are of practical importance for Ukrainian restaurants as
they can use them to adjust their overall strategy of development and their brand promotion measures

M Keywords: catering establishments; food sector; crisis conditions; label functions; factors influencing the image of the
company

H INTRODUCTION

Due to the military operations on the territory of Ukraine, the difficult situation, the restaurant business is gradually
most industries faced a significant decline in consumer de-  recovering in Ukraine. This process is uneven, taking into
mand, an increase in operating costs, high risks, etc. The  account territorial characteristics (in the west of Ukraine
restaurant business appeared to be one of those areas that  and in Kyiv), and the type of activities: coffee shops, bak-
most of all felt the negative impact of war. However, despite  eries, restaurants of the luxury segment have recovered
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the fastest. Some establishments have reoriented their
work to prepare meals for the Armed Forces of Ukraine,
territorial defence and internally displaced persons. Ac-
cording to V. Danylenko-Kulchytska (2022), the Ukrainian
restaurant business, having not had time to recover from
the crisis caused by the COVID-19 pandemic, faced even
more serious problems as a result of the Russian invasion.
At the same time, the war crisis practically did not affect
the western regions of Ukraine, which, however, felt the
rise in prices, and there are also difficulties with logistics.
It should be noted that a significant part of the restaurant
business to one or another degree supports the Ukrainian
army. One of the means to solve the issues of restoring the
restaurant business is by implementing the experience of
those countries that also suffered from military operations.
I. Banyeva & O. Velychko (2022) also pay attention to the
uneven recovery of the restaurant business in Ukraine and
focus on the need to reorient it to provide budget services
in the context of post-war recovery.

The restaurant industry was significantly negatively
affected by the quarantine caused by COVID-19. As a re-
sult, there was a reduction in the number of restaurants.
H. Haponenko et al. (2021) note that the Ukrainian res-
taurant business quickly adapted to changing conditions
by introducing delivery services, offering new menu items
such as non-alcoholic wine, vegan food, craft meals and
drinks, seasonal product menus, mono-product orienta-
tion, introduction of dark kitchen format, etc. The global
pandemic has shifted the focus of research to the specifics
of restaurant operations in crisis conditions. For example,
B. Li et al. (2021) noticed that Chinese restaurants used
different innovation strategies during and after COVID-19.
A.Madeira et al. (2021) point out that COVID-19 has caused
many problems in restaurant business, such as the lack of
appropriate government measures to regulate this area and
the developed strategies of what to do, and difficulties in
forming working capital during the pandemic.

During the war, the hotel and restaurant business fac-
es much more threats than development opportunities.
M. Kulyk et al. (2022) noted that at the same time, in the
restaurant business, Ukrainians are attracted by flash mobs
and ideas aimed at supporting the Armed Forces of Ukraine,
and B. Polotaj & B. Gmur-Klumenko (2022) also noted the
growth of social responsibility of the Ukrainian restaurant
business. K. Protsak & M. Peredrii (2022) emphasize the
idea that, in a sense, the crisis is an impetus that opens
up new opportunities for development. V.H. Hranovska et
al. (2021) stress the importance of implementing innovative
approaches in the hotel and restaurant sector. The Ukrain-
ian restaurant business is characterized by such modern
trends as food delivery and takeaway, digitalization and
automation, menu reduction, creation of mono-menus, etc.

One of the tools to ensure restaurant activities in crisis
conditions is a brand management strategy. A restaurant
brand is a set of associations and perceptions associated
with it among customers and the general public. It can be
created due to various factors such as product and service
quality, interior design, advertising and many others. A res-
taurant brand is a combination of elements such as: name,
logo, slogan, colours, atmosphere, style of service and oth-
er elements that define the unique identity and style of the
restaurant. The problem of promoting one’s own brand is
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an urgent task for establishments in the restaurant busi-
ness. These questions were raised in the scientific works of
the world’s leading scientists. In their study, A.O. Dandis et
al. (2022) concluded that brand experience, the impact of
word-of-mouth advertising have a significant positive ef-
fect on the willingness of fast-food restaurant visitors to
pay more, and also increase repeat purchase intentions.
C.G. Onate et al. (2019) found that cultural emotions give
the best results when determining the effectiveness of an
advertising campaign. According to the observations of
N. Jin et al. (2016) restaurant customer satisfaction and
loyalty largely depend on brand prestige, and C. Wei et
al. (2022) concluded that brand trust has a positive effect
on customers’ willingness to visit a restaurant.

While there is plenty of research on restaurant brand-
ing, most of it is focused on working in a stable economy.
However, there are very few recommendations regarding
the organization of the restaurant industry during the
war, which confirms the relevance and timeliness of this
research. In this context, the purpose of the article is to de-
termine the peculiarities of restaurant brand management
in the conditions of military operations.

H MATERIALS AND METHODS

In order to achieve the defined goal and solve the tasks
in the research process, the authors used a differentiated
theoretical-methodical and practical-analytical scientific
toolkit, based on the use of the following scientific meth-
ods. Bibliographic and comparative analyses were used
to analyse research in the problem area by Ukrainian and
other scientists. General scientific methods of analysis and
synthesis, induction and deduction, comparison and gen-
eralization were used to define and formulate the func-
tions of the restaurant brand, to substantiate the peculiar-
ities of the factors that influence the Ukrainian restaurant
business in the conditions of military operations. Based
on a comparative analysis of literary sources of different
researchers, common features of restaurant brand func-
tions and factors influencing the restaurant business were
identified, then these selected features were summarized
and synthesized and presented in figures for more conven-
ient visual representation using visualization methods.
The statistical method of scientific research was used in
collecting analytical information on analysing trends in
the development of restaurant business enterprises and
assessing economic sentiment by enterprises in various
industries. Grouping and matching methods were used to
build analytical tables based on data obtained from open
sources. Dynamic changes in the business situation, the
number of employees and demand for services of food and
beverage service enterprises were analysed by the meth-
od of analytical assessment. The graphic method is aimed
at visual representation of trends in economic sentiment
by sectors of the economy, as well as the dynamics of the
influence of factors restraining activities in food and bev-
erage services. The systems method made it possible to
combine the research with a single approach and, based
on the obtained results, formulate proposals and recom-
mendations for the restaurant business establishments
in the conditions of war. The generalization method was
used in formulating the research results. With the help of
inductive and deductive methods, the conclusions of the
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research were summarized and proposals for further sci-
entific research were developed.

The research uses the following data: 1) State Statistics
Service of Ukraine (2023), namely: Indicator of economic
sentiment, calculated in accordance with the Methodology
for calculating business expectations indicators (2021); In-
dicator of employee employment expectations, calculated
in accordance with the Methodology for calculating busi-
ness expectations indicators, Expected changes in demand
for services (volume of sales of services) of enterprises in
the service sector in the next three months, Assessment

share its values.

traffic.

= A brand allows the restaurant to create its own unique image and style that will
and values. A strong brand can help a restaurant build a good reputation and attract customers who

O. Stryzhak and N. Pohuda

of changes in the business situation in the service sector
for the previous three months; 2) Internet portals HoReCa
(Where restaurateurs live well..., 2023) and Statista (Res-
taurant delivery — Worldwide, 2023).

M RESULTS AND DISCUSSION

A brand is a unique identifier that allows a restaurant to
differentiate itself from competitors and create a recogniz-
able image in the eyes of consumers, so it has a distinctive
ability. The importance of brand for the restaurant lies in
the following (Fig. 1).

= A brand helps the restaurant to become recognizable among customers, who can easily identify the
restaurant among a multitude of other offers on the market. Moreover, a strong brand can create
loyalty among customers who can recommend the restaurant to their friends and acquaintances.

=When a restaurant brand becomes well-known and recognizable, it can help establish trust with
consumers. People often prefer those they trust and know.

=In addition to attracting new customers, a restaurant brand can help retain existing customers. If the
restaurant has a unique and recognizable brand, customers will return again and again, which can
increase the frequency of their visits and the overall revenue of the restaurant.

= A brand allows the restaurant to stand out from the competition and create its own unique niche in the
market. Being unique can help attract new customers and retain existing ones.

= A brand allows the restaurant to define its target audience and attract it with the help of legal
marketing campaigns and advertising materials.

reflect its philosophy

= A restaurant brand can attract new customers because it can be associated with quality product and
service. Customers may prefer well-known and recognizable brands, which can increase restaurant

= A strong brand can increase the restaurant’s bottom line because customers may be willing to pay more
for products and services offered by the restaurant they trust.

Figure 1. Restaurant brand functions

Source: developed by the authors

A restaurant brand plays an important role in res-
taurant activities, helping to attract customers, dis-
tinguish itself from competitors and create its unique
image. The market in which Ukrainian restaurant enter-
prises operate belongs to the sector of food and bever-
age provision activities according to the State Statistics

Service of Ukraine (2023). It seems appropriate to an-
alyse in more detail the trends in the development of
this sector. The results of the assessment of changes in
business situation in food and beverage service provi-
sion on a quarterly basis for 2014-2022 are presented
in Table 1.

Table 1. Assessment of business situation in food and beverage service activities

G report:s ot . remained .
enterprises improved deteriorated no response balance
e unchanged

2014
October—December 3 41 56 0 -53

2015
January—-March 10 30 60 0 -50
April-June 13 40 46 1 -33
July—September 7 56 37 0 -30
October—December 11 63 25 1 -14

2016
January-March 5 61 33 1 -28
April-June 17 49 34 0 -17
July-September 6 54 40 0 -34
October-December 21 47 32 0 -11
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Table 1. Continued

data reports of .
enterprises improved eilnet deteriorated no response balance
] unchanged
2017
January—-March 18 63 18 1 0
April-June 15 66 18 1 -3
July-September 21 53 26 0 -5
October—December 20 63 17 0 3
2018
January—March 78 20 2 -20
April-June 69 23 0 -15
July—September 10 72 18 0 -8
October—December 22 63 15 0 7
2019
January—March 18 58 23 1 -5
April-June 5 66 29 0 -24
July—September 13 66 21 0 -8
October—December 19 69 12 0 7
2020
January—-March 2 26 72 0 -70
April-June 5 15 80 0 -75
July-September 33 22 45 0 -12
October—December 22 27 51 0 -29
2021
January—-March 18 30 52 0 -34
April-June 19 49 32 0 -13
July-September 25 45 30 0 -5
October—December 17 59 24 0 -7
2022
January—March 11 83 0 -77
April-June 23 71 0 -65
July—September 11 33 56 0 -45
October—December 27 33 40 0 -13

Source: compiled by the authors based on the data from the State Statistics Service of Ukraine (2023)

According to the results of data comparison presented
in Table 1, it can be stated that the assessment of changes
in business situation in the provision of food and beverages
in Ukraine has been generally negative in recent years. The
hostilities of 2022-2023 have even worsened the economic

Table 2. Assessment of employment at food and beverage service enterprises

expectations of business entities. To some extent, the level
of employment reflects the state of affairs in the industry.
The results of the assessment of changes in the number of
employees at food and beverage service enterprises on a
quarterly basis for 2014-2022 are presented in Table 2.

data reports of remained
enterprises improved h d deteriorated no response balance
e unchange
2014
October-December 3 63 34 0 -31
2015
January-March 7 63 30 0 -23
April-June 0 60 40 0 -40
July-September 7 53 40 0 -33
October-December 8 74 17 1 -9
2016
January-March 3 80 17 0 -14
April-June 3 74 23 0 -20
July-September 62 29 0 -20

II- 24
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Table 2. Continued

data reports of .
enterprises improved eI deteriorated no response balance
e unchanged
2016
October-December 13 63 24 0 -11
2017
January—March 15 66 18 1 -3
April-June 18 66 15 1 3
July—September 18 50 31 1 -13
October—December 20 68 12 0 8
2018
January-March 13 75 10 2 3
April-June 15 62 23 0 -8
July—September 28 57 15 0 13
October—December 34 51 14 1 20
2019
January—-March 21 58 21 0 0
April-June 16 34 50 0 -34
July-September 34 45 21 0 13
October—December 26 60 14 0 12
2020
January—March 13 62 25 0 -12
April-June 8 26 66 0 -58
July—September 25 35 40 0 -15
October—December 10 56 34 0 -24
2021
January-March 13 55 32 0 -19
April-June 7 51 42 0 -35
July—September 23 47 30 0 -7
October-December 19 55 26 0 -7
2022
January-March 44 50 0 -44
April-June 24 70 0 -64
July-September 5 17 78 0 -73
October—December 13 40 47 0 -34

Source: compiled by the authors based on the data from the Statistics Service of Ukraine (2023)

As can be seen from Table 2, the level of employment
in the provision of food and beverages also has a negative
trend, which has even intensified as a result of war. Due
to significant migration, the Ukrainian restaurant indus-
try will experience a shortage of qualified personnel in

Table 3. Expected changes in demand for services (of turnover) at food and beverage service enterprises

the coming years, which may negatively affect the pace
of its development. Expected changes in demand for ser-
vices (volumes of sales of services) of food and beverage
service enterprises on a quarterly basis for 2014-2023 are
presented in Table 3.

data reports of remained
enterprises improved h d deteriorated no response balance
e unchange
2015
January—March 6 44 50 0 -44
April-June 17 43 40 0 -23
July—September 7 43 50 0 -43
October—December 26 47 23 4 3
2016
January—March 11 43 45 1 -34
April-June 22 61 16 1 6
July-September 17 43 40 0 -23

Economics of Development. 2023. Vol. 22, No. 3
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Table 3. Continued

data reports of .
enterprises improved TG deteriorated no response balance
e unchanged
2016
October—December 23 54 23 0 0
2017
January—-March 11 57 32 0 -21
April-June 29 45 26 0 3
July—September 21 58 21 0 0
October—December 24 52 24 0 0
2018
January—March 15 52 33 0 -18
April-June 10 65 23 2 -13
July—September 12 58 30 0 -18
October—December 23 57 20 0 3
2019
January—-March 29 46 24 1 5
April-June 23 37 39 1 -16
July—September 23 37 39 1 -16
October—December 44 37 18 1 26
2020
January—-March 12 50 38 0 -26
April-June 8 18 74 0 -66
July-September 18 38 44 0 -26
October-December 18 45 37 0 -19
2021
January—March 15 41 44 0 -29
April-June 15 30 55 0 -40
July—September 17 46 37 0 -20
October—December 20 45 35 0 -15
2022
January-March 24 45 31 0 -7
April-June 6 39 55 0 -49
July—September 24 35 41 0 -17
October-December 17 39 44 0 -27
2023
January-March \ 13 \ 47 \ 40 \ 0 \ -27

Source: compiled by the authors based on the data from State Statistics Service of Ukraine (2023)

According to Table 3, it can be concluded that the larg-
est drop in consumer demand in this area occurred during
the pandemic caused by COVID-19, i.e., the worst expec-
tations were for demand in 2020. In 2023, despite the gen-
eral negative expectations, they are better than during the
quarantine period. The dynamics of the influence of factors
that restrain activities in food and beverage service provi-
sion, according to estimates formed on the basis of the data
of proactively submitted reports of enterprises, is present-
ed in Figure 2.

As can be seen from Figure 2, insufficient demand plays
a significant restrictive role in restraining business activi-
ties in the food and beverage services sector, but a group of
factors identified as “other factors” has been a key contain-
ment factor in recent years. At the same time, such factors as
“shortage of labour force”, “shortage of space, equipment”,
“financial constraints” do not play a decisive role in the im-
plementation of this type of activity. Since the beginning of

I.- 26

2023, the restaurant business in Ukraine, especially in the
territories located in close proximity to the places of hostil-
ities, has been facing the following problems. A significant
decrease in consumer demand, problems with logistics and
a corresponding increase in delivery prices, as well as prob-
lems with the delivery itself, as roads may be blocked or de-
stroyed; restriction of the work of restaurants in order to en-
sure the safety of the population; high risk of destruction or
damage to buildings and equipment as a result of hostilities;
economic volatility, including exchange rate fluctuations,
rising prices for fuel, products and services. The number of
visitors has decreased, there has been a decrease in the size
of the average receipt due to a decrease in the income of pop-
ulation. A decrease in the number of corporate events due to
the inability or unwillingness to celebrate events in restau-
rants; lack and difficulties in hiring qualified personnel, as
many specialists leave the regions in search of safer and more
stable conditions, reduction in the number of tourists, etc.
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Figure 2. Factors limiting food and beverage service activities
Note: QI — 1 quarter; QII — 2 quarter; QIII — 3 quarter; QIV — 4 quarter
Source: built by the authors based on the data from the State Statistics Service of Ukraine (2023)

According to the HoReCa online portal (Where restau-
rateurs live well..., 2023), over the past year, attendance
at restaurant establishments has decreased significantly
in the frontline regions, as well as in Kyiv and the region
amid an increase in attendance in almost all regions of
Western and Central Ukraine. This is due to migration
processes in the country caused by military operations,
and it also shows that the demand for restaurant servic-
es does not disappear even in crisis conditions. Despite
the complication of operating conditions, the Ukrainian
restaurants are gradually resuming their work, adapting
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to the crisis caused by hostilities on the part of the Rus-
sian Federation. The ways of restaurant promotion are
changing, new dishes appear on the menu, adapted to
local products and increased prices, the concept of order
delivery and pricing policy is being revised, safe zones for
visitors are being arranged, etc. — these and other meas-
ures allow the Ukrainian restaurant business to ensure
its functioning in times of crisis conditions caused by the
war. Prospects for the development of restaurant business
are influenced in a certain way by the economic sentiment
that prevails in society (Fig. 3).
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Figure 3. Economic sentiment indicator, %
Note: QI — 1 quarter; QII — 2 quarter; QIII — 3 quarter; QIV — 4 quarter
Source: made by the authors based on research by State Statistics Service of Ukraine (2023)

As can be seen from Figure 3, industrial confidence,
retail confidence and consumer confidence of business en-
tities have not undergone significant changes over the past
year. The hostilities had the greatest impact on economic

Economics of Development. 2023. Vol. 22, No. 3

expectations in construction and service sector, where, as
can be seen from the graph, there was a significant drop in
indicators. However, after a sharp drop in early 2022, eco-
nomic sentiment is gradually returning to pre-war levels.
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Thisindicatessignificant adaptive capabilities of the Ukrain-
ian economy. But it should be noted that the promotion of

Awareness of social responsibility

=In the conditions of military operations, restaurants and other enterprises providing public catering services must be
aware of their social responsibility. Restaurants can encourage their customers by showing their support, participating
in local events and organizing their own socially responsible activities, such as organizing volunteer activities,
catering and delivering free and “suspended” lunches to the military, doctors, utilities, rescuers, firefighters, police,
energy and others categories of employees, especially those required by the conditions of military operations.

restaurant services during the war has its own peculiarities
and requires consideration of a number of factors (Fig. 4).

Cost cutting

through social media.

=In time of war, economic conditions can be unstable, so restaurants can cut their costs by using more effective
marketing methods, namely using social media to promote their services and also communicating with customers

Attracting loyal customers

=Customer loyalty may be more important than attracting new customers. Restaurants can use measures aimed at
retaining their customers, such as loyalty programs, special offers for regular customers and personal communication.

Adaptation to changes in tastes and preferences

=People can change their tastes and preferences, and restaurants must be ready to adapt to these changes. For example,
if people prefer more affordable dishes, restaurants can change their menus and provide more affordable prices. It is
advisable to focus on regional cuisine and count on delivering local products.

Adaptation to a changing situation

away food.

=In the conditions of war, the situation can change very quickly, so the restaurant must be ready to adapt to these
changes. For example, if restrictions on visiting places of public catering are introduced in the territory where the
restaurant is located, the restaurant must quickly establish work with food delivery or improve the quality of take-

Creating a safe and cozy atmosphere

can also be organized.

=In times of war, people can feel stressed and anxious, so a restaurant should create a safe and cozy atmosphere to
make customers feel comfortable. For example, a restaurant can use candles, soft lighting and soothing music to
create a relaxing atmosphere. “Unbreakable Points” with Internet, means of gadget charging, heating, and hot drinks

Focus on local customers

forums to promote its services.

=During times of hostilities, many people may limit their travel and stay closer to home, so the restaurant should focus
on attracting local customers through address delivery arrangements. A restaurant can use local communities and

Active use of Internet technology

ways of attracting customers online.

=During the war, many people may spend more time on the Internet, so the restaurant should actively use Internet
technology to promote its services. The restaurant can use social networks, Internet advertising, e-mails and other

Figure 4. Peculiarities of impact on restaurant brand during military operations

Source: developed by the authors

Despite all the difficulties caused by the war and relat-
ed factors, according to preliminary forecasts, the Ukraini-
an restaurant business has positive prospects. According to
the Internet portal Statista (Restaurant delivery — World-
wide, 2023), in Ukraine, revenue in the restaurant delivery
segment will reach 7.10 million USD at the end of 2023, and
in subsequent years will grow at an annual rate of 8.21%
until 2027 (with a global growth rate of 6.28% per annum).
The restaurant business should expect a post-war recovery
associated with the reconstruction of the country, a corre-

I.- 28

sponding increase in income and the presence of deferred
demand for restaurant services and products.

The problems of managing the restaurant brand and
other public catering establishments were considered
in the works of many scientists on examples of different
situations and countries. Taking the pandemic caused by
COVID-19 as an example, N. Messabia et al. (2022) prove
that the crisis can exert both negative and positive pressure
on the activities of restaurants. During the crisis, entrepre-
neurs explore new markets and acquire new skills, such

Economics of Development. 2023. Vol. 22, No. 3



as flexibility, innovation, and adaptability. M. Nowacki &
M. Nurkowska (2022) emphasize the idea that joint mar-
keting strategies, price reductions, and the introduction of
new services are the measures important for the restaurant
to survive in crisis. J.Y.-H. Lo (2018) discovered that brand
awareness has a positive effect on customer satisfaction of
Cantonese restaurants in cities in Fujian Province, China,
and further encourages repeat purchases. J. Xu et al. (2022)
found that ideal authenticity has a significant effect on the
brand image of time-tested restaurants in Beijing, while
authenticity has both direct and indirect effects on brand
loyalty. And this influence varies depending on the age of
visitors. The study by E. Sezgin & M.O. Gode (2017) shows
that both behavioural intentions and brand loyalty among
fast food restaurant customers largely depend on service
quality. H. Song et al. (2022) found that brand recognition
affects brand trust and, accordingly, customer intentions
of branded coffee shops and family restaurants. T.-]. Wu et
al. (2015) point out that not only delicious dishes that rep-
resent Taiwan’s national cuisine, but also the brand of ca-
tering establishments are essential to ensure the success
and promotion of establishments to the markets of China
and Southeast Asia. R. Odoom et al. (2017) emphasize the
idea that social benefit, research, and entertainment are
important for restaurant brand loyalty.

The Internet plays an important role in the recogni-
tion of restaurant brand and its promotion in modern con-
ditions. Restaurateurs are increasingly using social media
to advertise restaurant services. A positive consumer re-
sponse to social media advertising ultimately helps attract
customers, increase sales, and boost restaurant profitabil-
ity. M..S. Alnsour et al. (2021) emphasize the importance of
advertising on Facebook. Using the example of the restau-
rant sector in Jordan, scientists emphasize the importance
of social networks in communication between establish-
ments and customers. Based on the comparative analysis
of consumer behaviour of restaurant visitors from the USA
and Korea, J.-H. Kwon et al. (2020) found that social media
content, such as Facebook and Instagram, and advertising
have a significant positive effect on consumer engagement
and brand trust. Moreover, according to the analysis, the
attitude of consumers towards the brand of restaurants
in Korea and the USA does not differ. S. Fissi et al. (2022)
found a connection between brand communication on so-
cial media and the dynamics of engagement on Instagram
of Italian restaurants awarded 2-3 Michelin stars. Accord-
ing to the authors of the article, to overcome the effects
of the pandemic caused by COVID-19, restaurants have
changed their brand communication strategies towards in-
creased activity on social networks.

Modern ways of promotion on the Internet have a sig-
nificant impact on the formation of demand for restaurant
services. According to the results of the study by J. Baek
& Y. Choe (2020), customers most often make decisions
about visiting a restaurant based on the online reviews.
Restaurant attendance is influenced by their online ratings.
T. Dirsehan & E. Cankat (2021) noticed that restaurant
customers’ use of mobile applications to order food from a
restaurant saves time and effort, which ultimately increas-
es their satisfaction and brand loyalty. J. Raudeliuniene et
al. (2018) suggest that as the popularity of social networks
grows, more and more restaurants resort to using them as

O. Stryzhak and N. Pohuda

a means of advertising and as a channel of communication
with customers. Besides, the activity of the restaurant in
social networks has a positive effect on its value, as evi-
denced by S. Kim et al. (2015).

In the time of war, restaurant brand management be-
comes even more important, as wartime is associated with
economic hardship, danger, high risk, and uncertainty. In
such a situation, a strong brand can help a restaurant sur-
vive in the market and attract customers who are looking
for a reliable place to eat and relax. At the same time, it is
necessary to take into account the fact that the influence of
brand manifests itself differently across countries and re-
gions, as discussed in the work of O. Stryzhak et al. (2021).
It is also important to note that a restaurant brand may be
associated with a particular culture or national cuisine that
may be popular with diners during times of war. For ex-
ample, a restaurant specializing in local cuisine can use its
brand to attract customers who are looking for popular local
dishes in a limited food base. If a restaurant has already had
a recognizable brand and a good reputation before the war,
consumers may be more inclined to choose it, even if it is
located in a conflict zone. Additionally, customers may ex-
press brand loyalty based on association with national iden-
tity in the context of supporting a national manufacturer.

The war has had a significant negative impact on
the restaurant industry of Ukraine, but restaurant activi-
ty throughout the country is gradually recovering taking
into account an increase in volumes compared to pre-war
periods in the west of the country to some revival in the
south-eastern part. Restaurants and other catering estab-
lishments have demonstrated their viability and high ad-
aptability, through brand management, as well.

B CONCLUSIONS

In today’s increasingly competitive markets, brand man-
agement is important for all industries. But the use of
brands is especially noticeable in those areas where the
business result largely depends on trust in service provid-
ers. One of these industries is public catering. Restaurants
occupy a significant segment in this sector of the econo-
my, for them brand management is extremely important,
because it is brand loyalty that encourages consumers to
visit restaurants, and brand commitment that makes them
regular customers. In crisis conditions, in particular during
the war, when the overall demand for restaurant services
decreases, brand management is one of the most effective
measures that allow restaurants not to go bankrupt, to en-
sure their functioning and to form a certain development
potential. Determining the functions and peculiarities of
impact on the restaurant brand during military operations
will allow establishments to improve the quality of brand
management in difficult conditions.

Thus, a restaurant may need to change its marketing
and advertising strategy to maintain and develop its brand
in a wartime environment. In particular, a restaurant can
use social networks and other online channels to promote
its services and connect with customers. Also, a restau-
rant can set discounts and promotions for customers who
are limited in their financial capabilities. One of the main
tasks of a restaurant during the war is to keep custom-
ers and staff safe. Therefore, the restaurant brand can be
used to strengthen customers’ trust in the restaurant and
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guarantee the safety of their lives and health. Given the M ACKNOWLEDGEMENTS
heterogeneity of restaurant business development by re-  None.

gions of Ukraine, promising areas for further research in-

clude the working out of restaurant development strategies M CONFLICT OF INTEREST
taking into account regional specifics. None.
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YnpaBniHHA 6peHAOM pecTopaHy B YMOBaX BiMHU

M AHoTtauis. IToBHOMacHITaOHi BO€HHi Aii, 1m0 BigmoyBaloTbest 3 2022 poKy B YKpaiHi, HeraTMBHO BIUIMBAIOTh Ha BCi
cdhepu eKOHOMiKM, BKITIOUHO 3i cepoio pecTopaHHOTO 6isHecy. BaXkIMBUM UMHHMKOM, III0 AOTIOMAarae MmpaiioBaTi Ta
PO3BUBATHUCS YKPATHCHKMM PECTOPAaHHMM 3akjiamaM € O6peHz. ToOMy akTyaJqbHOCTI HaOyBalOTh MUTAHHS YIIPABIiHHSI
OpEH[IOM PeCcTOpaHy 3 ypaxyBaHHSIM BOEHHMX YMOB. MeTa MOCTiAKeHHS] — BU3HAUEHHST XapaKTepPHUX PUC OPEHAVHTY
Cy0’€KTiB pecTOpaHHOI CIIpaBy B KOHTEKCTi BOEHHUX Iifi. Y cTaTTi 3aCTOCOBAHO TaKi HAYKOBi MeToaM, sIK: 6i6miorpadiunmii
aHaJTi3, aHaIi3 Ta CMHTE3, IPYIYBaHHS Ta MOPiBHSIHHS. [IJIs1 aHaTi3y CEKTOPY AisNIbHOCTI i3 3a6e3meyeHHs] CTpaBaMu Ta
HaIMosIMM Gy/I0 BUKOPUCTAHO NaHi JlepskaBHOI CIy>kOM CTaTUCTMKYU YKpaiHu. [JaHi OXOIUTIOIOTH mepion 3 Kinug 2014
nmo movatky 2023 poky. IIpoaHani3oBaHO YKpaiHCbKUII CEKTOP His/IbHOCTI i3 3a6e3MeueHHs] CTpaBaMM Ta HAIOSMU
(BKJTIOUHO 3 OIiHIOBAaHHSAM 3MiH 6Gi3Hec-cuTyallii, aHami3y piBHS 3aifHATOCTi Ta KOJMBaHb IOMUTY B Iiii chepi) mns
BU3HAUEeHHS 0CO0aMBOCTEN QYHKI[IOHYBAHHS Ta IIEPCIIEKTUB PO3BUTKY PeCcTOpaHHOro 6isHecy. OKpecieHo MpobaeMiu, 3
SIKMMU 3iIITOBXYIOThCSI yKpaiHChKi pecTopaHHi mignpuemctaa mpotsrom 2022-2023 pp. O6IpyHTOBAHO, IO YIIPABJIiHHS
OpeHIOM pecTopaHy BakauBe /i 3a6e3eueHHs i10ro OisyIbHOCTI B YMOBaX BOEHHMX [iit Ta Hagasti [Jis MiC/ITBOEHHOTO
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HMMU 3 METOI0 KOpPeTyBaHHS SIK 3arajabHOi cTpaTerii po3BUTKY pecTopaHy, Tak i 3aX0/liB MPOCYBaHHS OpeHy
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Peculiarities of the formation
of human capital in rural areas in the pre-war period

M Abstract. In Ukraine, there is a systemic crisis related to the reduction of the population in rural areas. As a result,
settlements disappear, the industrial and social sphere declines. Revival of rural areas is becoming a problematic process,
and one of the main reasons for this is the lower quality of life of rural residents compared to residents of large cities.
The purpose of the study was to assess individual components of human capital formation in rural areas in the pre-
war period. In the research process, a dialectical method of cognition, a systematic approach to the study of economic
phenomena and processes, an abstract-logical, statistical grouping and a method of comparing averages using the
Student’s t-Test were used. It was established that in 2019-2021, the incomes of rural households increased from UAH
96,692 to UAH 118,890. Households in rural areas and in large cities were also grouped according to the level of self-
assessment of their income level. It was established that in households with an income of up to UAH 40,000 the share of
those who assessed the level of their income as “It was enough and savings were made” in rural areas and in large cities
was equal to 0.8%. The specific weight of those who assessed their income level as “It was not possible to provide even
enough food” was equal to 14.2% and 11.4%, respectively. A study of the impact of the level of income on the amount of
expenses for such items as food, education and health care was conducted. The specific weight of expenditure on food
products in their total value was determined. It has been established that the amount of expenditure on food products
is clearly dependent on the level of household income both in rural areas and in large cities. In rural areas, healthcare
costs were 22% lower than in large cities. The results of this study can be used during the development of the state
strategy for the post-war reconstruction of rural areas
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H INTRODUCTION

The full-scale invasion of the Russian Federation into
Ukraine had a significant impact on the level and quality
of life of the population which forced millions of people to
leave their homes, emigrate and start life anew. Also, the
number of financial losses increased. As a result of these
events, the financial losses of households were very signifi-
cant, which seriously affected their quality and standard of
living. People stopped their normal economic activities, tax
payments, the connections and logistics chains developed
over the years were disrupted. O. Novikova et al. (2023) and
V. Opanasiuk (2023) believe that it is the losses in human
capital, despite significant material losses, that are the
main losses of Ukraine. At the same time, in 2023, when
drawing up the state budget, the government predicts GDP
(gross domestic product) growth at the level of approxi-
mately 3%. According to forecasts of the Ukraine Econom-
ic Outlook group, in the event of a cessation of hostilities
in 2023, in 2024 the gross domestic product may even be
slightly higher than in 2021, and by 2025, the wage level
will already exceed 2021 (Ukraine Economic Outlook, n.d.)
This is an optimistic forecast, but it is realistically calcu-
lated and quite possible under the conditions of economic
reforms and the fight against corruption in the post-war
period. There should be a clear picture of the situation that
existed on the eve of the military aggression of the Rus-
sian Federation. This will provide an opportunity to bet-
ter understand the problems that existed on the eve of the
war and may be relevant again in the process of gradually
reaching the level of household incomes in 2021.

As D. Melnychuk (2015) notes, the concept of human
capital has a political and economic meaning and charac-
terizes the patterns of distribution of the social product
between different strata of the population. The author de-
fines human capital as an economic asset that is formed as
a result of investments through the acquisition of knowl-
edge and appropriate modification of the productive capa-
bilities of an individual (labour team, society as a whole),
and is a form of representation of the latter in the course of
work, which provides a certain income to the participants
of the investment and production process. From the point
of view of A. Kolot et al. (2009), human capital is: “Formed
and developed as a result of investments and accumulat-
ed by a person, a certain stock of health, knowledge, skills,
abilities, motivations, which is purposefully used in a cer-
tain sphere of economic activity, contributes to increasing
labour productivity and, thanks to this, affects the growth
of the income of its owner, the profit of the enterprise and
the national income”. Researchers Y. Yao & Y. Zhang (2023)
pay attention to the influence of difficult times for the
country on the formation of human capital. On the ex-
ample of China, it was analysed how hunger affects the
formation of human capital. The authors’ conclusion was
that the negative impact of the difficulties experienced will
decrease, but only with the next generation. The authors
also drew attention to the problems of human capital for-
mation related to energy consumption in a historical per-
spective (Hondroyiannis et al., 2022; Awaworyi Churchill et
al., 2023), the impact of changes in the amount of human
capital on economic growth (Eftimoski, 2022), the factor of
human capital on career growth (Andersen et al., 2022).
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It should also be noted that the problems of household
income formation are related to the formation of human
capital. According to O. Lozychenko (2022), it is consid-
ered that the household is a separate economic institution,
which is an association of individuals who carry out joint
activities related to household management. The level of
human capital in the country will largely depend on how
the wealth of households is formed. C. Barone et al. (2022)
analysed the prevalence of approaches to the social situ-
ation of households according to the criteria of income,
class and social status based on the publications of the
most cited sociological journals. Their conclusion was that
income indicators dominate the research compared to cri-
teria of the class and social status. The problems of income
and expenditure formation were studied in the works of
A.T. Byrne & D.R. Just (2022), D.W. Schanzenbach (2023).
Ukrainian scientists S.Yu. Goncharova & I.V. Buryak (2021),
O. Lozychenko (2021) also pay considerable attention to
the issues of household income formation. The purpose of
this study was to assess the socio-demographic character-
istics of rural households compared to households in large
cities, the structure of their costs and resources and the
level of material well-being of various social groups.

B MATERIALS AND METHODS
The statistical data of state observations of the living con-
ditions of households served as the basis of the research.
The file Anonymous microdata on key indicators of house-
hold income, expenditure and living conditions (2019;
2020; 2021) included 8,107 households (17.4 thousand
people) in 2019, 7,849 households (16.9 thousand people)
in 2020 and 7,614 households (16.2 thousand people) in
2021. This statistical survey is based on a survey of a se-
lected group of households, which represents the structure
of the population of Ukraine according to various criteria.
Detailed information about the organization, methodology
of conducting the Survey of Living Conditions of House-
holds, distribution of its results to the general population,
data quality, etc. is posted on the official website of the
State Statistics Service of Ukraine (Demographic and social
statistics..., n.d.). The survey does not cover the institu-
tional population (military servicemen, persons in prison,
persons permanently living in boarding houses, homes for
the elderly), marginal strata (homeless, etc.), as well as the
population living on temporarily occupied territory. Dep-
ersonalized microdata protection methods were applied to
the published data in order to minimize the risk of indi-
rect identification of a specific statistical unit. The file in-
cludes variables related to income and resources, individ-
ual socio-demographic characteristics of households, the
amount of expenses, food consumption. Households also
indicated additional information related to the type of set-
tlement (a large city, a rural area, a small town), the region
of residence, the number of persons in the household and
the type of household (with children, without children).
During the work, all households of Ukraine were divid-
ed into eleven groups according to the income level from to
UAH 40,000 up to more than UAH 240,000 and structural
shifts in their distribution in rural areas for 2019-2021 were
investigated (Table 1).
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Table 1. Specific weight of households with different income levels in rural areas in Ukraine in 2019-2021

2019 2020 2021
Income level, UAH number in % to the number in % to the number in % to the
total number total number total number

up to 40,000 548 17.0 420 13.1 263 8.5
40,000.1-60,000 564 17.5 578 18.0 496 16.0
60,000.1-80,000 481 15.0 515 16.0 488 15.8
80,000.1-100,000 402 12.5 405 12.6 377 12.2
100,000.1-120,000 326 10.1 320 9.9 322 10.4
120,000.1-140,000 235 7.3 212 6.6 247 8.0
140,000.1-160,000 186 5.8 215 6.7 201 6.5
160,000.1-180,000 140 4.4 154 4.8 170 5.5
180,000.1-200,000 91 2.8 106 3.3 136 4.4
200,000.1-240,000 126 3.9 136 4.2 151 4.9
more than 240,000 118 3.7 157 4.9 244 7.9

Source: created by the authors based on Anonymous microdata on key indicators of household income, expenditure and

living conditions (2019; 2020; 2021)

The purpose of this analysis was to assess changes in
the dynamics of incomes of individual groups of house-
holds relative to their total number. A comparison of the
reliability of differences in the level of income between
groups and in dynamics was made with the help of the
method of comparing averages using the Student’s t-test.
A separate assessment was made between the level of
self-assessment of one’s income and the level of income of
households both in rural areas and in large cities. House-
hold members had the opportunity to answer the question
regarding income adequacy by choosing one of the four
answer options: “It was enough and savings were made”;
“It was enough, but no savings were made”; “Constantly
denied the most necessary things, except for food”; “It was
not possible to provide even enough food”. Differences
in the income levels of residents of large cities and rural
areas were also compared using the Student’s t-test. The
choice of these two types of settlements was determined
by migration processes from the village to large cities,
which have been taking place for the past seventy years.
The study was conducted in accordance with the Decla-
ration of Helsinki (n.d.). All participants were informed

about the purpose of the study, confidentiality, the utiliza-
tion of their data, and potential risks. When examining the
influence of the household income level on the amount
of expenses, the following positions were distinguished:
influence on food, education, and health care. Data pro-
cessing was carried out across rural areas and large cities,
which made it possible to assess the relationship between
the level of income and the absolute and relative level of
expenses for selected items of households with different
income levels. Reliability of differences between groups
was performed with the help of the method of comparing
means using the Student’s t-test.

M RESULTS AND DISCUSSION

When analysing the given data (Table 1), it should be not-
ed that in 2019, the largest share of households fell to the
first two groups with an income of up to UAH 60,000 (34.5%
of the entire population). Whereas in 2021, their specific
weight was already equal to 24.5%, that is, it decreased
by exactly 10.0%. The share of households of the last two
groups with the highest level of income in 2019 was equal
to 7.65%, and in 2021 - to 12.8% (Fig. 1).
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Figure 1. Distribution of rural households by income level in Ukraine in 2019 and 2021, %
Source: created by the authors based on Anonymous microdata on key indicators of household income, expenditure and

living conditions (2019; 2020; 2021)
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Specific weight of households with an income lev-
el of UAH 80,000 up to UAH 12,000 remained stable. At
the same time, the average level of income increased from
UAH 96,692 up to UAH 118,890. At first glance, this growth
indicates an increase in the level of income. However, con-
sidering that the accumulated inflation during this peri-
od was equal to 19.6%, such an increase in income actu-
ally only compensates for inflationary losses (Consumer

122,000
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price..., 2019; Consumer price..., 2020; Consumer price...,
2021). The reliability of differences between the income
levels of 2019-2021 was checked with the help of the meth-
od of comparing averages, using the Student’s t-test. The
resulting span dendrogram is shown in Figure 2. In this
way, there is a situation when a clear increase in the level
of household incomes is nominal, without an increase in
their real value.
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Figure 2. Dendrogram of household incomes in rural areas of Ukraine in 2019 and 2021
Note: the dot inside is the average value; the rectangle — value of one standard deviation; the whiskers are the value of

two standard deviations
Source: created by the authors

It should be emphasized separately that the average
income for all households in large cities was UAH 144,422,
while in rural areas it was UAH 118,890. This difference
is significant and determines many problems of the rural
population which is forced to reduce its expenses. Such sit-
uation leads to population migration from rural areas and
their depopulation. This is a matter of state policy and na-
tional security.

An assessment of the specific weight of the household
survey was carried out depending on the level of income,
separately in rural areas (RA) and in large cities (LC). The
logic of such comparison is due to the fact that in Ukraine,
internal migration from villages to large cities has been

taking place since the time of collectivization. Since the
1990s, rural migration has grown even more significantly
and has become one of the dominant factors that deter-
mines the size of the rural and urban population (Maly-
novska, 2018; Pozniak, 2020). Another criterion for divi-
sion was the self-assessment of income sufficiency by the
households themselves. There were 4 possible answer op-
tions: “It was enough and savings were made” (1 option);
“It was enough, but no savings were made” (2 option);
“Constantly denied the most necessary things, except for
food” (3" option); “It was not possible to provide even
enough food” (4™ option). In the given table, the number-
ing of the answer options is presented by groups (Table 2).

Table 2. The specific weight of households with different levels of self-assessment
by households of their income level in rural areas and in large cities of Ukraine in 2021, %

Income level, UAH 1t option 2nd gption 3 option 4t gption
LC RA LC RA LC RA LC RA
up to 40,000 0.8 0.8 20.8 20.9 64.2 66.9 14.2 11.4
40,000.1-60,000 0.7 34 21.5 26.0 70.7 60.3 7.2 10.3
60,000.1-80,000 3.1 3.7 32.8 375 61.4 50.8 2.8 8.0
80,000.1-100,000 6.2 6.9 40.9 41.6 51.5 44.8 1.5 6.6
100,000.1-120,000 7.9 11.8 48.4 47.8 40.1 33.5 3.6 6.8
120,000.1-140,000 8.3 11.7 56.9 51.8 31.7 29.6 3.2 6.9
140,000.1-160,000 10.4 12.4 60.1 60.7 28.2 24.4 1.2 2.5
160,000.1-180,000 10.4 15.9 67.4 54.7 20.8 27.1 1.4 2.4
180,000.1-200,000 16.0 12.5 66.4 62.5 17.6 23.5 0.0 1.5
200,000.1-240,000 19.8 19.2 63.5 64.2 16.8 13.9 0.0 2.6
more than 240,000 24.4 27.0 68.0 64.8 7.3 6.1 0.3 2.0

Note: RA - rural areas; LC — large cities

Source: created by the authors based on Anonymous microdata on key indicators of household income, expenditure and

living conditions (2019; 2020; 2021)
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It can be stated that the level of self-esteem is clear-
ly dependent on the level of household income. Thus, in
the group of households with an income level of up to UAH
40,000, the share of those who assessed their income level
as “It was enough and savings were made” in rural areas
and in large cities was equal to 0.8%. While the percentage
of those who rated their income level as “Couldn’t provide
even enough food” was 14.2% and 11.4%. In this group of
households, the largest specific weight was of those who
assessed their financial status as “Constantly denied the
most necessary things, except for food”. It was equal to
64.2% in large cities and 66.9% in rural areas. In the group
with an income level of UAH 12,000-140,000 the specific
weight of those who belonged to the first group was al-
ready equal to 8.7% in large cities and 11.7% in rural ar-
eas. 3.2% of households in large cities and 6.9% in rural
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130,000
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110,000
100,000
90,000

Mean
L] Mean+SE
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Revenues of LC

1 4
LC assessment level

areas belonged to group four “It was not possible to pro-
vide even enough food”. Households of the last group, with
an income level of more than UAH 240,000. The specific
weight of those who belonged to the first group, was equal
to 24.4% in large cities and 27.7% in rural areas. The share
of households belonging to the fourth group was equal to
0.3% in large cities and 2.0% in rural areas.

The proof that these discrepancies are not random was
the examination of the data on the difference in average in-
comes between groups of households 1 and 4. For this, the
method of comparing means using the Student’s t-test was
used again. It was found that the probability that the mean
values could be random is almost 0. Constructed graphs of
dendrograms visually confirm this (Fig. 3). In this case, it is
only necessary to state that the level of disagreements in ru-
ral areas turned out to be more significant than in large cities.
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Figure 3. Dendrogram of household incomes in large cities and rural areas
with different levels of self-esteem (groups 1 and 4) in Ukraine in 2021
Note: the dot inside is the average value; rectangle - value of one standard deviation; whiskers are the value of two

standard deviations
Source: created by the authors

An assessment of the impact of the level of income on
the amount of expenses for such items as food, education
and health care was carried out. The specific weight of food
costs in their total amount was also determined. This indi-
cator is a kind of index of the quality of life. It is believed

that a country can be classified as a kind of elite group ac-
cording to the level of its economic development and the
quality of life of the population, if the share of expenditure
on food does not exceed 20-25% (Larsen, 2014; Sydorchuk
et al., 2022). The obtained results are shown in Table 3.

Table 3. The impact of the level of household income on the amount
of expenses for individual items in large cities and rural areas of Ukraine in 2021

Income level, UAH Food Sp;(;lttzctzv;ﬁlcl‘t);fs’f(;)d Health care Education
LC RA LC RA LC RA LC RA
up to 40,000 22,923 19,218 70.6 63.0 1,650 1,674 217 0
40,000.1-60,000 29,346 22,971 58.2 45.8 3,241 3,339 316 15
60,000.1-80,000 36,148 28,892 51.5 41.4 4,238 4,114 593 33
80,000.1-100,000 43,440 34,200 48.1 38.3 3,871 4,609 528 159
100,000.1-120,000 48,463 37,877 43.9 34.5 6,634 5,693 684 236
120,000.1-140,000 50,906 42,192 39.3 32.6 5,745 5,968 1,338 232
140,000.1-160,000 60,152 44,021 40.4 29.4 7,633 5,081 1,789 647
160,000.1-180,000 57,327 49,888 33.9 29.6 9,310 4,927 2,626 527
180,000.1-200,000 65,483 56,292 34.6 29.7 6,840 7,124 2,004 1,186
200,000.1-240,000 72,467 55,717 33.5 25.6 8,529 7,199 2,973 1,062
more than 240,000 79,602 70,975 24.1 22.8 9,417 8,905 4,518 1,256

Source: created by the authors based on Anonymous microdata on key indicators of household income, expenditure and

living conditions (2019; 2020; 2021)
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The obtained data give grounds for the conclusion
that there is a close relationship between the amount of
household income and the amount of their expenditure on
food products. Households with an income of up to UAH
40,000 spent on food in large cities equalled UAH 22,923,
or 70.6% of the total expenditure. In rural areas, these indi-
cators were equal to UAH 19,218 and 63.0%. In the group of
households with an income level of 120,000-140,000 UAH
expenditure on food products in large cities was equal to
UAH 50,906 (39.3% of their total value), and in rural are-
as — UAH 42,192 (32.6% of their total value). In the group
with the highest level of income, the amount of expendi-
ture on food products was equal to UAH 79,602 in large cit-
ies (24.1% of their total amount), in rural areas this figure
was UAH 70,975 (22.8% of their total value). Therefore, it
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should be stated that households in large cities spent sig-
nificantly more on food products than households in ru-
ral areas. The average cost of this item in large cities was
UAH 51,504 against UAH 37,730 in rural areas. In this case,
the explanation of this situation can be the fact that ru-
ral residents consume part of food products of their own
production, but this cannot completely compensate for this
difference.

The reliability of differences was checked using the
method of comparing means using the Student’s t-test be-
tween groups 1 and 4 according to the level of self-assess-
ment of household income. The given dendrograms make
it possible to ascertain the significance of the differences
in the specific weight of expenses on the level of nutrition
from the selected factor (Fig. 4).
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Figure 4. Dendrogram of the specific weight of food expenditure of households in large cities
and rural areas with different levels of self-esteem (groups 1 and 4) of Ukraine in 2021
Note: the dot inside is the average value; the rectangle — value of one standard deviation; the whiskers are the value of

two standard deviations
Source: created by the authors

Based on this, it can be stated that in Ukraine, only
in the group of the most affluent households, the level of
expenditure on food products corresponds to their value
in the developed countries of the world. In this respect,
the gap is very significant. In addition to the level of ex-
penditure on food products, the level of expenditure on
health care and education are significant factors affect-
ing the quality of human capital. In this case, first of all,
it should be noted that the level of spending on education
in rural areas is significantly inferior to its value in large
cities. In particular, in the group of households with in-
comes of UAH 120,000-140,000 the amount of expenses
for education equalled UAH 1,338, respectively, and UAH
232. In the group with an income level of more than UAH
240,000 — UAH 4,518, respectively, and UAH 1,256. On av-
erage, households in large cities spent UAH 7,478 on ed-
ucation, while in rural areas — UAH 3,357 (Table 3). This
is the evidence that residents of rural areas have signifi-
cantly fewer opportunities to provide their children with
quality education. In this case, the problem may be that
people do not have the opportunity to pay for additional
courses and classes for children due to the absence of such

Economics of Development. 2023. Vol. 22, No. 3

courses. Perhaps the influence is due to the peculiarities
of the mentality of rural residents who believe that these
expenses can be saved. But such position may lead to a
decrease in the competitiveness of rural school graduates
on the labour market in the future.

The amount of health care costs was quite similar for
different groups. At the same time, out of the eleven select-
ed groups, in seven of them the costs in large cities exceed-
ed their value in rural areas. This conclusion is confirmed
by the average values of these expenses for the entire pop-
ulation, which were equal to UAH 6,305 in large cities and
UAH 5,173 in rural areas. Although such difference is not
significant, it also indicates the limited access of rural resi-
dents to medical services.

It should be noted that studies related to the level and
quality of life of the rural population, the causes of migra-
tion, and poverty are of considerable interest for Ukrainian
scientists. In particular, V.L. Zhakhovska (2019) notes that
the rural population is socially vulnerable to a greater ex-
tent than the urban population and more often exposed to
the risks of poverty and social exclusion. Among the pre-
requisites that affect these processes, the author singles
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out the aging of the rural population, the difficulty of find-
ing employment due to the remoteness of their places of
residence from cities and settlements, which are centres of
economic activity, the automation of workplaces and the
release of a significant share of workers from agriculture,
the preservation of a high level of informal employment.
M.P. Butko et al. (2021) link the development of rural areas
and communities with the development of agrarian forma-
tions and the formation of balanced business environment.
V. Riabokon (2021) also emphasizes that the problems of
preserving the Ukrainian countryside and human capi-
tal are mutually dependent. The decentralization reform
should contribute to solving these tasks.

Foreign researchers paid considerable attention to the
issues of poverty and the level of wealth of households.
C. Luo et al. (2020), on the example of China, based on so-
ciological research of rural households, concluded that in-
come inequality creates poverty, but the economic growth
that takes place in the country’s economy makes it pos-
sible to reduce the level of poverty. A similar conclusion
was made by S.H.C. Matt et al. (2012) on the example of
the analysis of sociological data of one of the provinces of
Malaysia. The authors of the study drew attention to the
fact that non-agricultural incomes provide an opportunity
to reduce the level of poverty, but lead to increased differ-
entiation of households by the level of prosperity. A study
by O. Neme Castillo & C. Chiatchoua (2022) on poverty in
developing countries made it possible to establish that in-
ternational companies entering their market can improve
the social situation and reduce poverty. A. Rodriguez-Alva-
rez et al. (2021) draw attention to the issue of so-called “en-
ergy poverty”, that is, the inability of individual households
to pay their energy bills. According to the researchers, one
of the effective measures to solve this problem is direct
subsidies from the state and increasing energy efficiency.
Another problem concerns the relationship between the
level of poverty and the development of democratic in-
stitutions. C. Dorffel & A. Freytag (2023) concluded that
democratic countries can help reduce poverty by encour-
aging redistribution, removing barriers for the poor, that is,
democratization reduces poverty.

C.M. Lindsay (1971) noted that the correct measure of
return on investment in human capital is the wealth ef-
fect from increased wages. It was concluded that the in-
dicator of “difference in income” of employees contains
a difference due to the size of investments. G.S. Becker et
al. (1990) also analysed investment in human capital, but
from a different angle. They concluded that societies with
limited human capital choose large families and invest lit-
tle in each member, but those with abundant human capi-
tal do the opposite. An example of this is many developing
countries. Ukraine also falls into this group of countries in
terms of its income, but it differs in that the birth rate in
Ukraine is one of the lowest in the world. The need for an
optimal tax policy regarding investments in human capital
is also emphasised (Stantcheva, 2017). At the same time, it
is important to reduce taxation with age, which will make
it possible to maintain the appropriate level of human
capital. A. Angelsen et al. (2014) conducted a comparative
income analysis of approximately 8,000 households in 24
developing countries and concluded that environmental
income accounts for 28% of total household income, 77%
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of which is attributable to natural forests. It is concluded
that the preservation of the natural environment and for-
ests, in particular, is a necessary condition for the growth
of incomes of rural residents. One of the problems is also
the irrationality of households in planning expenses and
the inability to optimize future incomes. According to
G. Kaplan & G.L. Violante (2014) households show large
propensities to consume due to additional temporary in-
come and small propensities to consume due to news of
future income.

All the mentioned issues and problems have a direct
impact on the level and quality of human capital forma-
tion. The conducted research made it possible to clari-
fy and specify certain aspects of the formation of human
capital in Ukraine in the pre-war period from the point of
view of both the level of income and expenses for the main
consumer items.

B CONCLUSIONS

The conducted research revealed a number of problems
in the formation of the appropriate level of human capital
in rural areas of Ukraine in the pre-war period and made
it possible to establish the following: in 2019-2021, there
was a nominal increase in the level of household incomes
in rural areas, which did not lead to their real increase. The
comparison of the distribution of households in large cities
and in rural areas between the amount of income and the
level of their self-esteem revealed their clear dependence,
which was also confirmed by the method of comparing av-
erages using the Student’s t-test.

The assessment of the absolute and relative value of
food costs proved that their value is clearly dependent on
the income level of households both in rural areas and in
large cities. However, only in the group of households with
an income level of more than UAH 240,000, the specific
weight of expenditure on food was equal to 22.8% in ru-
ral areas, which can be considered a level corresponding
to developed countries. It is noted that rural households
spend significantly less on education compared to resi-
dents of large cities. The difference in these expenses ex-
ceeded two times. Based on this, it can be argued that such
difference in costs can significantly affect the level of com-
petitive positions of rural youth in the labour market in
the future. It was also established that households in rural
areas spend less on health care than in large cities. In this
case, the difference in costs was not significant, but again,
this is evidence of fewer opportunities for rural residents
to receive quality medical services. Based on the conduct-
ed research, it can be concluded that the state should pay
much more attention to the development of rural areas,
which, in turn, will make it possible to stop their depopu-
lation, and give rural residents equal conditions, in terms
of quality of life, with residents of large cities. Ultimately,
this will make it possible to restore not only rural settle-
ments, but also to form and improve the quality of human
capital in rural areas.

The loss of human capital is one of the main obstacles
to the country’s further revival. The problem lies, on the
one hand, in creating conditions for the return of the pop-
ulation from emigration, and on the other — in restoring
the economic conditions of the population’s quality of life.
These problems are interrelated and will require solutions
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Oco6nueocTti popMyBaHHSA NIOACLKOro Kanitany
Ha CifIbCbKUX TEepPUTOPIAX Y NepeaABOEHHUN Nepion

M AHoTauif. B Ykpaini Mae miciie cucTeMHa Kpyu3a IMOB’sI3aHa 31 CKOPOUEHHSIM HaceJeHHS Ha CiTbChbKUX TEPUTOPIsX.
BHacIiIOK 1IbOTO 3HUKAIOTh HACETEeHHi NMYyHKTH, 3aHeMafae BUPOOHUYA Ta colianbHa cdepa. BimpomskeHHS CilbChbKUX
TePUTODIii CTae MPO6IeMHMUM IIPOLIECOM i OIHOIO 3 TOMIOBHUX IPUUYH IIbOMY € HV3KYA SIKiCTh JKUTTSI CLTbCbKMX MELTKAHI[iB
Yy TIOpiBHSHHI 3 MEMIKAHISIMM BeIUKMUX MicT. MeTol AOCTiMKeHHsS 6y/la OIliHKa OKpeMMX CKIaIoBMX (OpMYyBaHHS
JIIOACHKOTO KalliTally Ha CibCbKUX TEPUTOPISIX y TepelBOEHHMII Mepion. YV Ipoleci OOCTiIKeHHS BMUKOPUCTAHO
IiaJIeKTUYHUIT MEeTOJ, Ti3HAHHS, CUCTEMHMIA MiXi[l 1O BUBYEHHS €eKOHOMIUHMX SIBUIIL i ITPOIIeCiB, aBCTPAaKTHO-JIOTiUYHMIA,
CTaTUCTUYHUX TPYITyBaHb, METOZ, MTOPiBHSIHHS CepellHiX 3 BUKOPUCTaHHSIM t-KpuTepilo CThiomeHTa. BcTaHOBIEHO, 10
y 2019-2021 pokax AOXOAY CiNbCbKMX JOMOIOCIONApPCTB 3pociay 3 96692 rpH. no 118890 rpH. Byno Takox 3pilicHeHO
TpYyITyBaHHS JOMOT'OCIIONAPCTB Ha Ci/IbChbKUX TEPUTOPISIX Ta y BEIMKMX MiCTax 3a piBHEM CaMOOL[iHKM PiBHSI CBOiX IOXOAB.
BcTaHOBIEHO, 1110 B IOMOTOCIIOAAPCTB 3 piBHeM Aoxoxny 10 40000 rpH. mMTOMa Bara TUX, XTO OL[iHIOBaB pPiBeHb CBOiX JOXOiB
«Byno moctaTHbO i po6MIM 3a01aAKEHHS» B CiJIbChKiil MiCII€BOCTI Ta y BeIMKUX MicTax mopiBHioBana 0,8 %. ITuToma
Bara Tux, XTO OL[iHIOBaB CBilt piBeHb fox0ny, sIK «<He BOaBanocst 3a6e3MeunT HaBiTh JOCTaTHE XapUyBaHHS» JOPiBHIOBAIA
14,2 % ta 11,4 % BinnosigHo. [IpoBeleHO OOCTiIKeHHS BIUIMBY DiBHS NOXOAIB Ha BEIMUYMHY BUTPAT 110 TaKMM CTaTTSIM,
SIK PONYKTU Xap4yyBaHHS, OCBiTa Ta OXOPOHA 3[40POB’sl. BU3HaUeHO MMUTOMY Bary BUTpaT Ha IMIPOAYKTU XapuyBaHHS B iX
3arajbHilt BennumHi. BcTaHOBIEHO, 1110 BeJIMUMHY BUTPAT Ha IPOAYKTY XapuyBaHHS 3HaXOASIThCS Y UiTKil 3a/1€XKHOCTI Bif
PiBHSI JOXOAiB TOMOTOCIIOAAPCTB SIK Ha CiIbCbKUX TEPUTODPIS, TaK i y BeMKUX MicTax. Ha cibCbKUX TEPUTOPISIX BUTPATU
Ha OXOPOHY 3[I0pOB’st 6y/iu Ha 22 % MEHIIMMU HiX y BeTMKMUX MicTaX. Pe3ynabTaTy JAHOTO JOCTiIKEHHS MOXYTbh O6yTH
BMKOPUCTAHHI ITiJ] yac po3poOKM Iep>KaBHOI CTpaTerii MIOBOEHHOIO BiJHOBIEHHS Ci/TbCHKUX TEPUTODPIif
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M Abstract. The priorities for Ukraine’s post-war reconstruction in preparation for its membership in the European
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Finding ways to effectively develop the economic and other sectors, adapt to European norms and create a sustainable
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H INTRODUCTION

Post-war reconstruction is an important stage for restor-
ing economic development and strengthening the stabil-
ity of countries that have suffered from the consequences
of military conflicts. It requires concentrating resources
and making strategic decisions to restore the destroyed
economic infrastructure and create the preconditions for

Suggested Citation:

sustainable development. As Ukraine embarks on the path
to EU membership, it is preparing its economy to meet EU
standards and criteria.

There is already prior experience of EU accession
among countries that have undergone military conflict,
which has been researched by several scholars. For instance,
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M. Krzan & D. Birac (2021) describe the experience of
Slovenia, which underwent a military conflict during the
breakup of Yugoslavia in the 1990s but later implement-
ed significant economic reforms that facilitated its acces-
sion to the EU in 2004. The study by T. Popic (2023) de-
scribes the reforms that took place in the country during
the restructuring of the system following EU requirements,
namely the reform of the healthcare system in Slovenia,
which directly affects the country’s economic develop-
ment. Reforms included the introduction of compulsory
health insurance, reorganisation of medical institutions,
and improved access to healthcare services. From 1991 to
1995, Croatia was the object of armed aggression by Serbia,
but thanks to the chosen path of reform, in 2013 it became
a full member of the EU, as described by Croatian research-
er M.C. Grubisin (2023). The study analysed the strategies
and measures adopted by Croatia to achieve success in
the post-war reconstruction process, including economic
and other reforms; it also examined the role played by EU
integration in changing the economic, political, and so-
cial situation in Croatia. The positive impact of the EU on
the reconstruction after the military crisis in Bosnia and
Herzegovina, which applied for EU accession in 2016, is
analysed in study by A.V. Kostrubitska (2022). The author
examined the effectiveness of management practices and
strategies used in Bosnia and Herzegovina during post-war
reconstruction and analyses the possibility of their appli-
cation in the Ukrainian context.

As noted by M. Pashkov et al. (2022), EU membership
implies the achievement of economic, political, legal, and
other criteria that must be met by the candidate country.
Each accession process is individual and depends on many
factors, such as the state of the economy, democracy, legal
system, and other aspects of the country. Thus, in obtain-
ing EU membership, Ukraine needs to reform many sectors
of its economy. Ukrainian researcher O. Lokshyna (2022)
examines the issue of education in Ukraine in the context
of the achievements of European integration and devel-
opment prospects in the context of the military conflict
and post-war reconstruction. The author emphasises the
need to reform the educational system, specifically in the
context of integration of European values, pedagogical ap-
proaches and innovative methods.

Considering the above-mentioned studies, this study is
relevant, because at the time of the study, Ukraine has yet
to go through the post-war reconstruction phase, and there
are not enough scientific studies that would consider pos-
sible areas of reform in Ukraine. The purpose of this study
was to identify key areas for reforming and adapting the
Ukrainian economy and other sectors, which is a necessary
requirement for obtaining the status of an EU member state.

B MATERIALS AND METHODS

The theoretical basis included academic articles, studies,
and analytical reports, specifically, the Razumkov Centre’s
Analytical Report of December 2022 (Pashkov, 2022) and
the Analytical Report published in the National Security
and Defence magazine in 2022 (Pashkov et al., 2022). These
documents contain important information on post-war re-
construction in Ukraine and its integration into the EU, al-
lowing for a better analysis of key issues and prospects for
development. An additional tool was the official statistical

K. Leshchenko and S. Leshchenko

reports, studies and reports of international organisations
on economic development, social indicators and other as-
pects of post-war reconstruction in Ukraine, such as the
State Statistics Service of Ukraine (n.d.) and Corruption
perception index-2022 (2022). All materials used are open
source and freely available on the Internet. The study used
methods of empirical scientific cognition, namely, the de-
scriptive method was useful in collecting information and
interpreting it about foreign practices of preparing for EU
membership. The data collected was used to analyse the in-
teraction of economic and political factors, and the impact
of preparations for EU membership on Ukraine’s post-war
reconstruction. To collect and process data, statistical in-
formation was used, calculations of economic growth indi-
cators (State Statistics Service of Ukraine, n.d.), as well as
documents related to the implementation of the Deep and
Comprehensive Free Trade Area (DCFTA), economic diplo-
macy and international relations (Agreement on partner-
ship..., 1998; The agenda of the Ukraine-EU..., 2009; Free
trade agreements, 2019). Considering all the information
received, a formula was derived to determine the priority
areas for improving and reforming Ukraine’s economic,
demographic and political sectors to accelerate its acquisi-
tion of EU membership status, which is as follows (1):

P= (Wl x (%)) + <W2 x (%Z;)) + (WS x (%)) (1)

where P is the compliance score; W1, W2, W3 are weighting
factors for the economic, demographic, social and political
sectors, respectively (their sum should be equal to 1); VI,
v2,,, V3, are the values of the assessment of the relevant
sector of Ukraine for the selected metric or indicator; V1,
V2, V3, are the benchmark values of the assessment of
the relevant sector for the selected metric or indicator. In
the current study, the benchmark country is Germany, giv-
en the comparable vector of economic and political devel-
opment of this country with Ukraine and the state of func-
tioning of the German economy.

In the study, the derived formula (1) was used in com-
bination with the empirical method of measurement. This
formula allows to consider the importance of different
sectors and assign them appropriate scores depending on
their significance for the EU integration process. This for-
mula can be modified depending on the particular needs
and specific features of Ukraine’s development trajecto-
ries. The weightings are based on the analysis, assessment,
and consideration of national and European development
strategies. The use of this methodology and the chosen as-
sessment formula are substantiated by the ability to con-
sider the complex aspects of reforming Ukraine’s econom-
ic, demographic, and political sectors.

M RESULTS

In preparing for EU membership, Ukraine can draw on the
practices of other countries that have successfully imple-
mented reforms and already achieved membership, such
as Poland, Croatia, and Slovenia, which had post-war ex-
perience of reconstruction and sustainable transformation
to achieve compliance with EU criteria. They actively im-
plemented reforms in the economic, legal, administrative,
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social, and political sectors. Poland is an example of a suc-
cessful reform experience, having undergone considerable
economic transformations since joining the EU in 2004
(Kolodko, 2020). Poland has implemented wide-ranging
reforms aimed at improving the competitiveness of its
economy, fighting corruption, and strengthening demo-
cratic institutions (Ladonko et al., 2022). These reforms
have helped Poland to achieve stable economic growth,
attract foreign investment and improve the quality of life
of its citizens. After gaining independence in 1991 and
the end of the Croatian War of Independence, Croatia be-
gan rebuilding its country to gain EU membership (Sabi¢,
2019). The main principles that guided Croatia included
economic reform, democratic values, political stability,
the rule of law, and the protection of human rights. The
country has also implemented reforms in agriculture,
tourism, and infrastructure, which has contributed to
improving living standards and developing the country’s
economy (Kollias & Messis, 2022). To join the EU in 2004,
Slovenia implemented reforms in the areas of financial
system, budget policy, labour relations, and public ad-
ministration (Krzan & Birac, 2021). These reforms have
resulted in economic stability, foreign investment, and
improved living standards. The described practices of
Polish, Croatian, and Slovenian reforms demonstrate that
successful acquisition of full EU membership requires a
comprehensive approach and implementation of reforms
in various areas. Ukraine should use this experience as a
basis for setting priorities for post-war reconstruction and
reforms aimed at gaining EU membership.

The main requirements for countries intending to
join the EU should be considered in the reform process.
These requirements, which are reflected in the Copen-
hagen criteria, were defined by the European Council to
ensure sustainable development and strengthen the EU

by accepting new members (Kollias & Messis, 2022). An
analysis of these requirements is necessary to understand
the process of preparing for and accepting countries into
the EU. The economic criteria require a candidate country
to have a well-functioning market economy. This means
that it must be competitive in the EU internal market and
capable of adapting to EU economic rules and regulations.
These requirements include economic reforms, specifi-
cally with regard to financial stability, transparency and
efficiency of market mechanisms. The political criteria
stipulate that a candidate country must have a stable de-
mocracy and guarantee full respect for human rights and
fundamental freedoms. Considerable attention is paid to
ensuring the rule of law and equality of minorities. These
criteria indicate the need for political system develop-
ment and stability in the country’s governance. The can-
didate country must also prove its ability to adopt and im-
plement EU legislation and its effective application on its
territory. They require the adaptation of national legisla-
tion to EU norms and standards. The candidate country
must have an effective public administration system, an
open and fair justice and control system, and the ability to
take part in the EU decision-making and implementation
processes. Considering these basic requirements, that EU
accession is a complex and long-term process that re-
quires significant efforts and changes in many areas of the
candidate country’s life. However, fulfilling these require-
ments contributes to economic development, strengthen-
ing democracy, and improving the quality of life of citi-
zens in the country under preparation. Considering the
hostilities, the state of the Ukrainian economy in 2023,
the social and demographic situation, and political pro-
cesses, the key areas that need to be reformed to achieve
EU membership status have been identified, all of which
are interconnected (Table 1).

Table 1. Key areas requiring reform

Area Feature
Priority is given to developing a competitive high-tech industry, promoting exports under the DCFTA, improving
Economic | the business climate, and attracting foreign investment. Structural reforms are required, particularly in the banking
system, tax policy, and labour market regulation.
Social Ensuring affordable and quality education, healthcare, and social protection. It is necessary to improve the social
security system and ensure social inclusion.
Ukraine is facing a demographic outflow and an ageing population. Sustainable development requires engaging young
Demographic | people, providing them with quality education and employment opportunities. It is necessary to develop family support
policies and ensure access to housing and infrastructure for young families.
One of the key aspects affecting Ukraine’s path to EU membership is ensuring further strengthening of democratic
Political institutions, the rule of law, independence of the judiciary, anti-corruption bodies, freedom of the media, and respect
for human rights.

Source: compiled by the authors

It can be concluded that to achieve the status of an EU
member state, Ukraine should focus on reformingits econom-
ic, social, demographic, and political sectors. It is necessary
to improve the management system, engage expert support
and take comprehensive measures to improve the situation
in these areas. The implementation of these priorities will
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contribute to the country’s sustainable economic develop-
ment and improve the quality of life of its citizens. Within the
framework of this analysis, it is advisable to make a certain
comparative characterisation of the Polish and Ukrainian
experience of statehood formation since Poland is a territo-
rial neighbour of Ukraine and a member of the EU (Table 2).
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Table 2. Comparative analysis of the development of Poland and Ukraine
in the context of the striving for integration and accession to the EU

Factors

Ukraine

Poland

Political stability

Instability and political turbulence

Stability and a consolidated political system

Corruption

High levels of corruption at all levels in all sectors

Significant efforts to combat corruption

Management system

High level of bureaucracy, with a much higher
level of transparency

Building an effective management system

Systemic issues

Problems in the energy sector and the
effectiveness of law enforcement and judicial
bodies. Imperfect implementation of reforms or
failure to complete reforms

System stability and efficiency

Russian aggression and the
existence of military conflicts

Military aggression (since 2014), military, social,
economic losses, and temporary occupation of
the territories of the Autonomous Republic of
Crimea, Donetsk, Zaporizhzhia, Luhansk, and

Absence of military conflicts (in recent decades)
and membership in the North Atlantic Treaty
Organisation as a guarantee of security

Kherson regions

Source: compiled by the authors based on T. Gylfason et al. (2022)

The findings highlight the difference in the devel-
opment of the two analysed countries, emphasising the
existence of numerous problematic aspects in Ukrainian
development. The results demonstrate that, on the way to
integration into European society, it is crucial for Ukraine
to carry out reforms in almost all areas. For in-depth anal-
ysis, a comparative characterisation with the Croatian ex-
perience of statehood and EU membership was conducted,
as the experience of Croatia is significantly correlated with
the experience of Ukraine (Jovi¢, 2011). The decision to be-
come an EU member was quite favourable for Croatia, as
evidenced by the country’s post-war development, reforms
and time as an EU member state (Agreement on partner-
ship..., 1998). The economic measures taken to stimulate
growth and development in Croatia during the reconstruc-
tion process were analysed by D. Jovi¢ (2011), namely eco-
nomic reforms aimed at improving the investment climate
and ensuring the competitiveness of Croatian enterprises.
Croatia has focused on reforms in key sectors such as tour-
ism, agriculture, industry, and infrastructure. The country
has attracted foreign investment, improved the business
climate, and developed trade ties with other EU member
states. This has helped to increase economic growth, create
jobs, and improve the lives of the population. In addition,
D. Jovi¢ (2011) examined political reforms, reforms of the
judiciary, the fight against corruption and crime, which
led to the improvement of Croatia’s rankings in global an-
ti-corruption indices (Corruption perception index-2022,
2022), implementation and adaptation to EU legislation,
which included harmonisation of domestic legislation
with EU rules and standards. In the area of political stabil-
ity, Croatia has made significant strides in strengthening
democratic institutions by ensuring freedom of speech and
human rights.

Croatia has received support and assistance from its
partners in its efforts to become an EU member. The EC
(European Commission) and other EU institutions have
been actively assisting Croatia in the process of reforms
and fulfilment of the criteria for membership (Jovi¢, 2011).
Consultations, financial support, and experience exchange
with other EU member states were provided, which helped
to implement the necessary changes and solve problems.
Thus, Croatia’s reconstruction and EU membership were

Economics of Development. 2023. Vol. 22, No. 3

interrelated processes. Croatia has been actively working
to implement economic, political, and legal reforms, which
allowed it to become a full member of the EU in 2013 (Sabi¢,
2019). The support of partners, specifically the EU, was
a key factor in Croatia’s success on the path to member-
ship. The EU has provided financial and technical support,
promoted reforms and provided expert support in various
fields (Jovi¢, 2011). More specifically, Croatia has received
financial support from the Pre-Accession Funds Instrument
and other EU programmes, which has helped to implement
important projects and contributed to the country’s growth
(Sabi¢, 2019). In summary, Croatia’s progress towards EU
membership was made possible by consistent reforms and
great efforts of the government and the population. As of
2023, Croatia continues to perceive positive benefits from
integration. For instance, it has full access to the EU in-
ternal market, which supports trade growth and economic
development, and receives financial support from Europe-
an funds for the development of infrastructure, agriculture,
and other sectors (Krzan & Birac, 2021). EU membership
has provided Croatia with access to a wide range of oppor-
tunities, including economic development, increased in-
vestment, and improved living standards.

Ukraine’s history on the way to becoming an EU mem-
ber state began in 1994, when the Agreement on Partner-
ship and Cooperation between Ukraine and the European
Communities and their Member States (1994) was signed
(which expired in 2017). The next step was the signing
of the bilateral document The Agenda of the Ukraine-EU
Association for the Preparation and Promotion of the Im-
plementation of the Association Agreement (2009), which
regulated relations and outlined the main requirements for
Ukraine to become an EU member. In 2013, the Ukrainian
authorities chose the path to European integration, but on
21 November 2013, the Verkhovna Rada of Ukraine did not
accept any of the EU’s requirements for signing the Associa-
tion, which led to massive peaceful protests that eventually
led to the ouster of the then government and President of
Ukraine Viktor Yanukovych (Holovko, 2021). In the spring
of 2014, Russia occupied a part of Ukrainian territories and
started a military conflict in eastern Ukraine, which led to
destructive processes in Ukraine and the freezing of the
EU Association Agreement (Ukraine 2014-2015..., n.d.). It
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was only in 2019 that the Constitution of Ukraine (1996)
spelled out Ukraine’s accession to the EU. After the start
of the full-scale military invasion on 24 February 2022,
Ukraine’s application for EU membership was signed on 28
February 2022, and on 8 April 2022, Ukraine received the
legislative questionnaire, the first part of which was com-
pleted on 17 April 2022 and the second part on 9 May 2022.
On 23 June 2022, the European Council officially granted
Ukraine the status of candidate for EU membership (Prysh-
chepa et al., 2022).

The main requirements for Ukraine to achieve EU
member state status include: combating money launder-
ing; implementation of the anti-oligarchic law; reform of
the Constitutional Court; continuation of judicial reform;
anti-corruption, including the appointment of the head of
the specialised anti-corruption prosecutor’s office; har-
monisation of audiovisual legislation with European leg-
islation; and changes to legislation on national minorities
(Sydorenko, 2022). The EC confirmed that Ukraine had

met only 2 requirements in full (The European Commis-
sion..., 2023). The EC believes that Ukraine should focus on
amending the procedure for selecting judges to the Con-
stitutional Court in line with the recommendations of the
Venice Commission. Ukraine also needs to take further sys-
temic measures and establish a track record in high-level
corruption cases. The need to bring Ukraine’s anti-money
laundering legislation in line with international standards
and the need to implement the recommendations of the
Venice Commission on de-oligarchisation and national
minorities (The European Commission..., 2023) were em-
phasised.

To assess the priority areas for improving and reform-
ing Ukraine’s economic and other sectors to accelerate its
accession to the EU, a formula was developed that consid-
ers the weight of a range of factors. To assess the trajecto-
ries of reforms and development of the country, this study
analysed the socio-economic indicators of Ukraine for
2018-2022 (Table 3).

Table 3. Analysis of Ukraine’s socio-economic indicators for 2018-2022

Indicator 2018 2019 2020 2021 2022
GDP (billion USD) 130.8 153.8 155.6 200.9 1424
Unemployment rate (%) 9.1 8.6 9.9 10.3 25
Inflation rate (%) 9.8 4.1 5 10 26.6
Average salary (UAH/month) 8,870 10,500 11,590 14,017 14,200
External debt (UAH billion) 1,397.2 1,159.2 1,518.9 1,560.2 2,610.9
Exports (billion USD) 473 50.1 49.2 65.9 444
Imports (billion USD) 57.2 60.8 53.7 69.9 75.2
Average life expectancy (years) 71.8 72.1 71.4 71.3 70.7
Retirement age (years) 60 60 60 60 60
Standard of living (index) 0.68 0.69 0.70 0.71 0.73
Population (million people) 424 42.2 41.9 41.6 36.2
Level of corruption (index) 32 30 33 32 33

Note: the table does not include data on the temporarily occupied territories of Ukraine
Source: compiled by the authors based on State Statistics Service of Ukraine (n.d.), Corruption perception index-2022 (2022)

The analysis of Ukraine’s socio-economic indicators
for 2018-2022 shows that there are challenges and a need
for further reform and development of the country. The
Razumkov Centre’s Analytical Report describes the current
state and prospects of Ukraine’s accession to the EU mem-
bership (Pashkov et al., 2022). The report analyses the re-
forms that Ukraine is implementing to meet EU standards
and requirements. The report by M. Pashkov et al. (2022)
addresses the following aspects. Economic integration. The
study assesses the level of Ukraine’s economic integration
with the EU, including trade ties and investment flows. It
analyses cooperation in the energy sector, customs coop-
eration, and the implementation of the DCFTA. The study
concludes that Ukraine needs to improve its economic per-
formance and establish better relations with its EU partner
countries. Political reforms. The report examines the polit-
ical reforms undertaken by Ukraine to become an EU mem-
ber. It analyses the state of democracy, human rights, the
fight against corruption and judicial reform. Social chang-
es. The authors of the report study the impact of Europe-
an integration processes on the social sector of Ukraine. It
analyses access to education and healthcare, employment
rates, social support, and human rights protection. The
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findings of the analytical report show that the country is
showing positive dynamics in this area. Civil society. The
report examines the role of civil society in Ukraine’s Eu-
ropean integration. It analyses the role of civil society or-
ganisations, citizen activism, and their impact on reforms.
Future prospects. The report concludes with an assessment
of Ukraine’s future prospects on the path to the EU. The re-
port examines the possibilities of expanding cooperation,
the benefits and challenges that Ukraine may face.

The analytical report highlights the need to reform
and improve many areas of Ukraine’s performance to accel-
erate the country’s EU membership in the near future (Pa-
shkov et al., 2022). Ukraine has enough problematic sectors
that need to be carefully analysed to implement optimal
measures in reforming them. Particular attention should
be paid to Ukraine’s economic integration into the EU, as
it is the country’s economic sector that is experiencing
the greatest difficulties in post-war reconstruction (Bruszt
& Campos, 2019; Endrédi-Kovacs & Tankovsky, 2022).
Political reforms are also a high priority, as they directly
affect social change, the development of civil society, etc.
(Pezdevsek Malovrh et al., 2019; Efe & Yazici, 2022). The
EU’s support and cooperation is important, and victory and
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restoration of peace are necessary for Ukraine’s further
progress towards membership (Petrov & Hillion, 2022). Ac-
cording to the results obtained, it is possible to assess the
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priority areas for improving and reforming the economic,
demographic, and political sectors of Ukraine in the post-
war period (Table 4).

Table 4. Assessment of priority areas for improving
and reforming Ukraine’s economic, demographic, and political sectors

Factor Value
Weighting factor for the economic sector W1=0.3
Weighting factor for the demographic sector W2=0.3
Weighting factor for the political sector W3=0.4

GDP in 2022

V1, = $142.4 billion

Average life expectancy of the population

V2, =70.7 years

Corruption level (index) for 2022

V3, =33

GDP in 2022

V1, = $4072 billion

Average life expectancy of the population

V2, =81.1years

Corruption level (index) for 2022

V3,,= 80

Source: compiled by the authors of this study based on State Statistics Service of Ukraine (n.d.), Corruption perception

index-2022 (2022)

The assessment (coefficient) of Ukraine’s level of de-
velopment on the way to identifying priority areas of re-
form in the process of acquiring the EU member state sta-
tus is as follows:

p= (0.3 x (%)) + (0.3 * (g)) + (0.4 x (g)) = 0.435

The resulting coefficient of 0.435 (out of a possible
1.0) indicates the overall level of priority for improvement
and reform in all the categories under consideration. From
an economic standpoint, attention should be paid to the
development of GDP, which grew in 2018-2022, although
in 2022 there was a decline compared to 2021. In the de-
mographic sector, it is important to pay attention to the
population, which also declined during this period. This
could cause considerable issues for the country’s economic
development, and therefore it would be advisable to devel-
op government initiatives aimed at returning Ukrainians to
Ukraine after the war. The level of corruption will remain
at a similarly elevated level during 2018-2022, which re-
quires further measures to combat this problem. Based on
the results obtained, it is recommended that resources be
allocated to economic sector development and political re-
forms, as they are of the highest importance. Work should
continue to improve the country’s demographic and social
situation, which also play a vital role in accelerating the
process of becoming a full EU member and affect the econ-
omy as a whole. However, as of 2023, it is almost impos-
sible and ineffective to carry out quality reforms in these
sectors due to active military aggression. That is why it is
necessary to enlist the support of international partners in
Ukraine’s post-war reconstruction.

According to an assessment made during the Europe-
an Parliament’s plenary session on 17 June 2023, Ukraine
needs the help and support of the European community
and organisations in almost all areas (Joint Motion for...,
2023). During the full-scale war, Ukraine’s GDP has more
than halved, demographic indicators have declined signifi-
cantly, many people have moved abroad, a certain number

are in a difficult situation in the temporarily occupied terri-
tories, critical infrastructure has been destroyed, and agri-
cultural activities have almost ceased in the country (Joint
Motion for..., 2023). According to a damage and needs as-
sessment conducted by the Government of Ukraine, the
World Bank Group, the European Commission, and the
United Nations, published on 23 March 2023 (Joint Mo-
tion for..., 2023), the estimated cost of reconstruction and
recovery in Ukraine has risen to at least €383 billion. The
international community and partner states have a clear
vector of comprehensive support for Ukraine, e.g., the Eu-
ropean Commission has decided to allocate €50 billion to
replenish Ukraine’s long-term budget as part of financial
assistance (€50 billion..., 2023), and call on Ukraine to pri-
oritise strengthening the rule of law, continuing judicial
reform and fighting corruption, as progress in these areas
will determine not only its progress on the European path,
but the success of its reconstruction and recovery. Accord-
ing to the authors, it is necessary to consider the issues,
needs and experiences of internally displaced persons and
refugees, as their reintegration into local communities will
be crucial for strengthening Ukraine’s economic, social and
institutional resilience and unity.

M DISCUSSION

The issue of identifying priority areas for Ukraine’s recon-
struction in the context of its preparation for EU mem-
bership requires careful research and analysis. Due to the
active process of Ukraine’s European integration and the
need to prioritise post-war reconstruction in preparation
for EU membership, there is a growing interest in research
in this area among academics. Within the framework of
the analysis of the current issue, both Ukrainian and other
scholarly works have been published to study the require-
ments for EU candidate countries and Ukraine’s potential
to achieve EU membership.

A study by German scholar A. Sapir (2022) highlights
that Ukraine is already taking active steps in line with Eu-
ropean standards. The author analyses the current state of
Ukraine’s European course and the challenges that Ukraine
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will face on its way to joining the EU. He emphasises the
need to prioritise post-war reconstruction to prepare the
country for EU membership. The author argues that eco-
nomic reform, fighting corruption and improving the legal
system are the main priorities that Ukraine should consid-
er, which correlates with the results of this study and con-
firms the need to reform many areas of Ukraine, including
the economic and legal systems. The importance of reforms
in Ukraine is a prerequisite for achieving successful EU in-
tegration. This analysis shows that successful post-war re-
construction cannot be limited to economic and political
aspects alone. Social reconstruction of the country plays a
significant role, as all aspects are interconnected. Improv-
ing the quality of education, healthcare, and social protec-
tion is an integral part of Ukraine’s successful integration
into the EU. The development of regional infrastructure
and access to services for all segments of the population
should also be considered.

The study by Y. He (2022) notes that social reconstruc-
tion is one of the crucial areas of development for Ukraine.
The author examines how Ukraine assimilates and uses so-
cial norms, standards and rules in its integration practice,
and how these factors influence the country’s develop-
ment. The author analyses the processes of social reforms
taking place in Ukraine and considers how this process
affects its political, economic, and social spheres. These
results are also in line with the study, which confirms the
importance of social reconstruction. However, according to
the authors, social reconstruction and reforms should not
be the top-priority for Ukraine’s post-war reconstruction,
which partially contradicts Y. He (2022). The results of the
study demonstrate that the priority area of Ukraine’s de-
velopment and reconstruction will be based on the resto-
ration of the country’s economy and achievement of eco-
nomic stability in the first place, as well as on the reform
of the political system. In the area of economic stability,
Ukraine should focus on reducing inflation, developing en-
trepreneurship, and privatising state-owned enterprises.
Achieving economic stability will help attract foreign in-
vestors and ensure Ukraine’s competitiveness in the Euro-
pean market. It is necessary to continue reforming the le-
gal system, fighting corruption, and improving democracy.
This will become the foundation for strengthening demo-
cratic institutions and the rule of law in Ukraine, which are
crucial factors for successful integration into the European
political space. The study proved that without improving
economic and political processes in the country, it will be
impossible to achieve social reconstruction.

T.V. Oriekhova (2022) focuses on Ukraine’s economic
prospects in the context of preparations for EU accession.
The author emphasises the importance of stimulating eco-
nomic growth and attracting foreign investors. This ap-
proach is more consistent and coincides with the results
of the study. However, this study has shown that although
economic and political reforms are among the top priori-
ties for Ukraine’s reconstruction in the context of the coun-
try’s integration into the European space and its achieve-
ment of EU membership, one should not forget about the
need to comprehensively improve the country’s perfor-
mance in all areas of activity. The study by V. Berch (2022)
highlights the key challenges faced by Ukraine’s judiciary
in the context of its European integration. The author

emphasises the need to address these issues to achieve
compliance with European standards and requirements.
One of the key issues identified in the study is corruption
in the judiciary. The author notes that corruption seriously
undermines trust in the judiciary and violates the princi-
ples of justice and equality before the law. To fight corrup-
tion, V. Berch (2022) proposes the introduction of effective
control mechanisms, ensuring the independence of the
judiciary and improving its professional competence. The
author emphasises the need for comprehensive reforms
in the judicial system of Ukraine to adapt it to European
standards and norms. The results of the study also confirm
the need to reform the judicial system of Ukraine. These
reforms will be a major step towards Ukraine’s accession to
the EU and will help improve the judicial system and en-
sure the rule of law in the country.

According to O. Kvasha & A. Syniakova (2019) one of
the key aspects of Ukraine’s successful integration into the
EU is the development of infrastructure and energy effi-
ciency. The development of transport, energy, and digital
infrastructure is a prerequisite for Ukraine’s competitive-
ness in the European market. It is worth concurring with
these researchers, as attracting foreign investment and
cooperation with international partners in infrastructure
projects are essential elements of the country’s develop-
ment. Furthermore, expanding international cooperation
is of immense importance to Ukraine. Strengthening dip-
lomatic, economic, and cultural ties with other countries
will help develop Ukraine’s foreign economic activity, and
attractiveness to foreign investors. Continued support
and assistance from international partners is essential to
the success of Ukraine’s reconstruction. Notably, without
victory, recovery and reconstruction will be impossible.
The issue of membership of some EU candidate countries
in the context of military conflict, including Ukraine, is
considered in the study by D. Cenusa (2022). The author
addresses the complexity of the integration process in
such conditions and the possible obstacles that countries
face. This study also highlights the need to resolve con-
flicts and ensure stability in the region for a successful
path to EU membership.

The data obtained as a result of the analysis confirm
that Ukraine is actively moving towards compliance with
European norms and standards to obtain the status of an
EU member state. It is established that Ukraine is carrying
out large-scale reforms aimed at economic, political, and
social modernisation of the country. These measures are
aimed at ensuring Ukraine’s successful integration into
the European space and accelerating the country’s acces-
sion to the EU. The analysed studies are important for un-
derstanding the current state and prospects of Ukraine’s
European integration and provide a valuable contribution
to the formation of strategies for the country’s develop-
ment on the path to EU membership. The research discus-
sion demonstrates that the process of setting priorities for
Ukraine’s post-war reconstruction, in the lead up to its EU
membership preparation, is a challenging task. Consider-
ing economic, social, and other factors requires a compre-
hensive and balanced approach. It is essential to consider
the best practices and experience of EU member states,
but it is also necessary to preserve Ukrainian identity and
uniqueness of national reconstruction.
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B CONCLUSIONS
Ukraine is taking active steps in line with European norms
and standards to obtain the status of an EU member state.
Within the framework of this movement, Ukraine is active-
ly pursuing reforms aimed at economic, political, and so-
cial modernisation. It was found that to achieve successful
integration into the EU, the priority areas of reconstruc-
tion are economic reforms, specifically in the areas of eco-
nomic stability, inflation reduction, entrepreneurship de-
velopment, and privatisation of state-owned enterprises,
the legal system, fighting corruption, and increasing the
level of democracy. The resulting coefficient indicates the
overall degree of importance of improving and reforming
all the areas considered in the survey. Ukraine should fo-
cus on stimulating economic growth in the post-war peri-
od: conducting economic reforms; attracting investment
and creating a favourable investment climate; developing
and restoring infrastructure; supporting entrepreneur-
ship; developing trade relations, taking part in interna-
tional trade, etc.

Infrastructure development, energy efficiency, and
expanding international cooperation are vital aspects
of ensuring Ukraine’s competitiveness in the European
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H INTRODUCTION

In the conditions of the European integration of Ukraine
and the transition of the world to the new concept of So-
ciety 5.0, there was an urgent need to increase the level
of competitiveness of enterprises due to the transition to
new guidelines — human-oriented approach in combina-
tion with a high level of development of digital technol-
ogies. Most researchers, such as A.G. Pereira et al. (2020)
and V. Potocan et al. (2021) consider Industry 4.0 related to
the global digitalization of society, which requires changes
in the management of human resources, the formation of
digital competencies and adaptability to the digital envi-
ronment. Considering the importance of human orienta-
tion, sustainability and strength, in the concept of Society
5.0, it is proposed to complement the existing Industry 4.0
to better meet industrial and technological goals without
compromising socio-economic and environmental indica-
tors (Xu et al., 2021). At that time, the concept of Society
5.0 is reduced primarily to human interaction with modern
intelligent digital technologies, which leads to the prioriti-
zation of human needs (Breque et al., 2021). The scientists
call 2015 the beginning of the transition from the concept
of Industry 4.0 to the concept of Society 5.0 (Deguchi et
al., 2020). It can be assumed that the processes of trans-
formation of human capital into commercialized results —
organizational capital (intellectual property objects, know-
how, licenses, patents, etc.), can ensure the availability of
the specified resources necessary for the transition to the
concept of Society 5.0.

S. Ilyashenko et al. (2021) described that this process
requires the involvement of highly skilled personnel and ef-
fective management that will create the means and tools to
stay on course. I. Mykolaichuk & N. Sychova (2018) claimed
that organizational capital is the main source of the neces-
sary resources. Since the concept of organizational capital
began to be used in everyday use relatively recently — at
the end of the 90s of the 20™ century, many theoretical and
practical aspects of its use remain undeveloped. One of the
key problems left without due attention is the develop-
ment of a system for managing the organizational capital
of business entities and a mechanism for assessing its ef-
fectiveness. Y. Kuzkin et al. (2019) discussed the concept of
“organizational capital management”. The theoretical gen-
eralization of the existing points of view made it possible
to establish that, firstly, the goal of organizational capital
management is to increase the efficiency of the enterprise
functioning in order to obtain the greatest economic ben-
efit. Secondly, the organizational capital management is a
controlled process of implementing changes in the crea-
tion of patents, licenses, know-how, trademarks, industrial
designs, etc. and the development of a system of motiva-
tion for creative work, which will contribute to the achieve-
ment of the economic goals set by the enterprise. O. Stry-
zhak et al. (2022) wrote about the importance of human
capital development in the era of transition from industrial
society to social society. The given approach showed that
the formation and effective use of organizational capital
will provide the necessary resources for investing in human
capital. The purpose of the article was to substantiate the
system of managing the organizational capital of business
entities and the mechanism for assessing its effectiveness.
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General scientific research methods were used in the work.
With the help of theoretical generalization, the essence of
the concept of “organizational capital” was outlined. The
abstract-logical method was used to form a conclusion.
Analysis and synthesis were used to reveal the concept of
“organizational capital management”: the analysis made
it possible to single out individual characteristics of the
concept of “organizational capital management”, and the
synthesis combined these characteristics into a whole. A
graphic method was used to display the research results.

M ANALYSIS OF PREVIOUS
RESEARCH ON THE TOPIC
According to N. Fu et al. (2016), organizational capital is
the knowledge embedded in an organization through or-
ganizational databases, processes, and culture, enabling
the transfer of knowledge between individuals and groups
within the organization. The authors suggest that organ-
izational capital enhances the effect of simultaneous re-
search and knowledge utilization on firm performance. In
turn, S. Ilyashenko et al. (2022b) attribute organizational
capital to the structure of the enterprise intellectual capi-
tal and identify it with the concept of “structural capital”.
They also include human (personal) capital and consumer
(interface) capital as part of intellectual capital. A similar
point of view is held by N. Nechyporuk & M. Mammet-
durdyev (2021) who presented a structural model of intel-
lectual capital, which includes: human capital, organiza-
tional capital, informational capital, objects of intellectual
property, reputational (social) capital and artificial intelli-
gence. L. Lipych et al. (2019b) consider intellectual proper-
ty as an element of organizational capital, draw attention
to the importance of the role of protection of research and
development works, as well as other innovative solutions
of the enterprise.

The work of O. Chuprina & K. Chuprin (2013) presents
a system for assessing organizational capital. The authors
note that organizational capital can be assessed by apply-
ing a set of indicators. Organizational capital is an element
of human capital. The authors reveal the meaning of the
concept of organizational capital and list the composition
of its elements, which include technologies, research and
development (R&D), management systems, technical and
software, organizational structure, organizational cul-
ture, know-how, documents that secure intellectual prop-
erty rights. At the same time, N. Gavkalova & T. Vlasen-
ko (2016) consider organizational capital as a subsystem of
human capital and, having analysed approaches to deter-
mining the components of organizational capital, singled
out the following elements: intellectual property objects,
electronic networks and information systems, organiza-
tional and management subsystems, client capital. In the
work by K. Nemashkalo et al. (2019) organizational capital
is also considered as an element of human capital. They
focus their attention on the importance of the investment
component in the process of developing the enterprise per-
sonnel. Thus, financing the results of the intellectual ac-
tivity of employees ensures the sustainable development
of business entities in the future. Organizational capital,
unlike human capital, remains in the organization even if
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employees are fired. This can be explained by the fact that
organizational capital is the result of human activity (pat-
ents, know-how, etc.) and is an intangible property of the
organization.

In turn, S. Ilyashenko et al. (2022a) emphasize that
organizational capital is an enterprise resource that pro-
motes innovation. The study states that the components
of organizational capital management include the organ-
izational structure of management; innovative culture;
hardware and software and information support; objects
of intellectual property that can be commercialized di-
rectly or be the basis of commercially attractive innova-
tive developments, etc. According to the authors, effective
management of organizational capital guarantees the
creation of a flexible, adaptive organizational structure
and increases the innovativeness of the organization.
I. Zhuravlyova (2013b) noted aspects of organizational
capital management in business. However, they are mostly
devoted to the relationship between organizational capital
and intellectual capital, its elements, management goals
and role in the development of business structures.

Distinguishing the phases of the organizational cap-
ital formation process is a characteristic feature of the
approach proposed by L. Edvinsson & M. Malone (1997).
The stages of organizational capital formation include the
following phases: goal setting (the organization’s mission
is determined taking into account the characteristics and
level of organizational capital development); measure-
ment (implementation of an effective system of assess-
ment and control of activity results); management (tran-
sition to a new management system focused on knowledge
and innovation); technological development of R&D and
knowledge exchange); capitalization (use of organiza-
tional capital for profit); futurization (orientation and
constant implementation of innovations and mastering
of new methods and technologies). According to N. Beltr-
amino et al. (2020) the framework dedicated to the stra-
tegic assessment of organizational capital can be used in
the analysis of other types of intellectual capital, such as
human capital, technological capital, business capital or
social capital. It provides a certain road map in the study of
relations between elements and sets of elements to which
intellectual capital will correspond.

B THEORETICAL FOUNDATIONS OF
ORGANIZATIONAL CAPITAL MANAGEMENT
Organizational capital is a set of knowledge, skills, experi-
ence, technologies and other resources that are used in the
organization to achieve its goals and tasks. The manage-
ment of organizational capital is of crucial importance for
the effectiveness of the organization’s functioning and its
competitiveness. Organizational capital forms intangible
assets for the enterprise, which are created with the help
of existing human capital and can in the future bring prof-
it (due to direct commercialization) or become the basis
of commercially attractive innovations. In confirmation,
according to the statistical data published by the World
Bank (2021), about 76% of the national wealth of the USA
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is human capital, and according to data from the World
Trade Organization (2021) — 70%. Calculation methodol-
ogies have their own composition of national wealth as-
sessment indicators, and different results are obtained.
That is why it is advisable to consider organizational cap-
ital as an intangible resource of entrepreneurs, which re-
quires an effective management system based on certain
principles with the help of modern innovative technolo-
gies. The analysis of scientific literature made it possible
to establish the main directions of organizational capital
management.

Development of organizational capital management
strategy. In order to develop a strategy for managing organ-
izational capital, you need to understand what capital the
company already has, what its level is, and what its poten-
tial for development is. It is important to analyse the fol-
lowing components of organizational capital: people, pro-
cesses, technologies and knowledge (Lipych et al., 2019b).
It is necessary to determine what goals the company has
and what requirements must be met in order to achieve
these goals. These goals must be aligned with the business
strategy. Based on the strategic objectives, it is necessary
to identify the key priorities that must be answered in or-
der to achieve the strategic objectives. These priorities may
include increasing the level of competences of employees,
optimizing processes, introducing new technologies and
developing knowledge. After defining the key priorities,
it is necessary to appoint leaders and define responsibil-
ity for each of the priorities. Each executor should be re-
sponsible for the corresponding priority and have clear
tasks and goals. It is also important to define success cri-
teria and control points to ensure the effectiveness of the
strategy. Appropriate resources such as financial, human,
technological and other are necessary for the successful
implementation of the organizational capital management
strategy. It is also important to make adjustments to the
strategy if the situation in the company changes.

Development of the organizational capital assessment
system. The system for assessing organizational capital
should include both quantitative and qualitative indicators
reflecting various aspects of the organization’s function-
ing (Hudz & Pryadka, 2021). Analysis of the current state
of organizational capital. Analysis of the current state of
organizational capital allows to identify the strengths and
weaknesses of the organization, which allows for the de-
velopment of an effective strategy for the management
of organizational capital (Olkhova et al., 2021). Develop-
ment of recommendations for increasing the efficiency
of the use of organizational capital. Recommendations
should include practical steps to be taken to achieve the
goal of managing organizational capital, and also be re-
alistic, specific and contain clearly defined deadlines for
each step (Kolomiets, 2021). It is expedient to determine
the process of forming organizational capital in the man-
agement system, which is an important component of the
management system, since organizational capital is the
basis for achieving the company’s strategic goals, as men-
tioned earlier (Fig. 1).
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For the formation of organizational capital, it is neces-
sary to determine the key elements creating organizational
capital. Human capital is the knowledge, skills and experi-
ence of the company’s employees, which are the compa-
ny’s most valuable assets (Zhuravlyova, 2013a). For the
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Figure 1. System of organizational capital management
Source: developed by the authors
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formation of human capital, it is necessary to carry out
measures to improve the qualifications of employees and
stimulate creative thinking, as well as to ensure the cre-
ation of an internal environment that promotes devel-
opment and cooperation in the team. Social capital is a
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company’s relations and connections with its partners,
customers and employees. It occupies a separate place in
the management system, has an unconditional influence
on the formation of organizational capital, but this influ-
ence is rather difficult to assess. To form social capital, it
is necessary to develop trust, mutual respect and cooper-
ation with partners and clients. Investment capital is the
company’s monetary resources that are used to achieve
strategic goals. An organization’s technological capital
includes hardware, software and other technical resourc-
es that help increase productivity and work efficiency. In-
vesting in the development of technological capital can
help an organization improve production processes, re-
duce resource costs and improve the quality of products or
services. For example, introduction of new technologies,
replacement of outdated equipment, improvement of soft-
ware and other activities can help increase an organiza-
tion’s technological capital. Therefore, the formation of
organizational capital occurs as a process of transforma-
tion of human capital into material resources (financial
results) under the influence of social factors with the help
of technological capital.

M ASSESSMENT

OF ORGANIZATIONAL CAPITAL

Organizational capital is an intangible asset that continu-
ously creates value through above-normal revenue growth,
innovation, operational excellence and relations with the
parties concerned. According to S. Miles & M. Clieaf (2016),
the nature of organizational capital stems from competing
views of how it can be assessed and managed. D.M. Mar-
chiori et al. (2022) identified existing relations between
human capital, information technologies, their capabili-
ties, innovativeness and organizational effectiveness. An
essential element of organizational capital management is
the issue of its assessment (Fiala & Boravkova, 2012). It
is important to understand that such an assessment can
be carried out at different levels: macro level, meso level,
micro level. The assessment of organizational capital at
the macro level is carried out based on the results of the
analysis of the country’s place in international ratings: the
competitiveness rating, development of human potential,
the level of scientific research activity of the innovative
component. According to Z. Liepé (2012), in the process
of assessing organizational capital at the macro level, it is
necessary to carefully select and use more aggregated cri-
teria and indicators that reflect the socio-economic factors
of the external environment in the country and influence
the formation of human capital.

It is advisable to assess the organizational capital at
the meso level based on the data of dynamic and structural
changes in statistical information (at the level of the coun-
try, industry, region), namely: the share of innovatively
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active enterprises, the costs of carrying out scientific re-
search and development, the number of employees in-
volved in scientific research and development, by catego-
ries of personnel, training of scientific personnel (number
of scientific institutions and institutions of higher edu-
cation that have postgraduate or doctoral programmes;
number of postgraduates and doctoral students, number
of patents, know-how, etc.). Assessment of organization-
al capital of the enterprise (micro level) requires research
and development of its main criteria. Firms’ investments in
organizational capital, according to M.M. Hasan & A. Che-
ung (2018), allow them to develop their resource base and
thus advance to favourable stages of the life cycle (stages of
growth and maturity). Assessment of organizational capi-
tal, according to B. Lev et al. (2016), will allow managers to
assess the return on investment in building this resource,
such as information technology (IT) and brand enhance-
ment. In particular, linking IT spending or brand improve-
ment spending to changes in organizational capital will in-
dicate the return on that investment and guide the overall
allocation of resources.

Taking the existing views of O. Chuprina & K. Chup-
rin (2013), N. Gavkalova & J. Vasylenko (2018), S. Ilyashen-
ko et al. (2022a) as a basis, it can be concluded that the
opinions of scientists differ in the composition of indica-
tors in the system of assessing organizational capital. It
is advisable to develop recommendations for conducting
a comprehensive assessment, which will include quan-
titative and qualitative analysis. Quantitative analysis is
an assessment of the current state of the organizational
capital that the enterprise has. It is carried out according
to a specific composition of indicators that directly char-
acterize the organizational capital. The composition of
indicators for quantitative analysis is carried out on the
basis of a study of existing approaches to the assessment
of organizational capital. Qualitative analysis is a theoreti-
cally based analysis of indicators that affect organizational
capital, but cannot be expressed in quantitative terms. In
order to implement it, it is necessary to involve experts and
conduct an assessment using the survey method. At the
same time, it is expedient to coordinate the opinions of ex-
perts with the help of mathematical tools in order to obtain
more accurate results. Theoretical generalization of exist-
ing approaches and consideration of the developed man-
agement system (Fig. 1) made it possible to establish that
it is advisable to assess organizational capital by its main
components. At the same time, the selection of assessment
indicators should be carried out in accordance with the fol-
lowing principles (Table 1).

The composition of indicators for the assessment
of enterprise organizational capital is given in Table 2. A
comprehensive assessment of organizational capital can
be presented as a sequence of the following stages (Fig. 2).
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Table 1. Existing principles of selecting indicators for assessing organizational capital

Principle

Content

Logic nature

Taking into account the elements of organizational capital when building a system of indicators for its assessment
(objects of intellectual property; electronic information system; organizational and management system; client

capital).
Complexity Taking into account in the system of assessment of organizational capital of all indicators that directly characterize it.
Conciseness Number of selected indicators should be optimal.
- Information for calculating indicators should be available and understandable for the expert who performs the
Accessibility
assessment.
Systematicity | Calculation of indicators should be simple to ensure the ability to conduct an assessment in a short period of time.

Source: developed by the authors

Table 2. System of indicators for assessing enterprise organizational capital

Components of
organizational capital

Relative indicators

Absolute indicators

Intellectual property objects

Share of intangible assets in the total amount of
assets

Number of documents received during the year
certifying rights to intellectual property objects

Profitability of intangible assets

Amount of profit from documents received
during the year certifying rights to intellectual
property objects

Scientific empowerment of labour

Cost of patents received during the year

Share of products produced on the basis of
innovations

Number of applications for inventions

Assessment of electronic
information system

Coefficient of updating information support of
activity

Costs for computer equipment, Internet,
software, etc.

Index of updating technological base

Costs for improving intra-corporate information
systems

Organizational and
management systems

Cost effectiveness coefficient for management

Costs for creative personnel

Labour productivity of managers

Costs for development of organization’s
corporate culture

Personnel turnover ratio

Volume of investments in management
improvement

Customer capital

Share of products manufactured using
trademarks

Profit from trademark or brand

Share of products manufactured using own brand

Costs for forming a positive image

Share of positive reviews from consumers

Number of repeated appeals by consumers

Source: developed by the authors based on O. Chuprina & K. Chuprin (2013), L. Lipych et al. (2019a)
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Stage 1 Assessment of organizational capital of Assesses the country’s potential by analyzing the country’s place
state (macrolevel) in international rankings
[ A
Sources of information - International official sites
Stage 2 Assessment of organizational capital — Assesses the effectiveness of human capital using statistical analysis
of region, industry etc. (meso level)
I i
Sources of information - Website of the State Statistics Committee and official
government reports
Stage 3 Assessment of organizational capital It involves quantitative and qualitative assessment
of enterprise

v

3.1. Formation of the list of indicators of enterprise organizational capital assessment

v

3.2. Selection of indicators taking into account the principles of formation of assessment system

Principle of
logic nature

Principle of
complexity

Principle of
conciseness

Principle of
accessibility

Principle of
systematicity

System of indicators of assessment of enterprise organizational capital

Assessment of
intellectual
property objects

Assessment of
electronic information
system

Assessment of

organizational management

system

Assessment of
client capital

A4

Construction of integral indicator of assessment of enterprise organizational capital

Stage 4 Analysis of obtained results >

Development of recommendations on the use of
organizational capital

Figure 2. Stages of comprehensive assessment of organizational capital
Source: developed by the authors based on O. Chuprina & K. Chuprin (2013), V. Stadnyk (2018)

According to Figure 2, the development of recommen-
dations for increasing the efficiency of the use of organi-
zational capital for each stage of the analysis is provided.
Depending on the results of the existing level of organi-
zational capital, recommendations can be divided into
groups (directions) (Table 3).

In addition, organizations can conduct various re-
search and surveys of their customers and stakeholders,
which allow them to obtain valuable information about
their needs and expectations. This allows them to more
precisely adjust their products and services to the needs
of their customers and ensure their high quality and sat-
isfaction. An important aspect of strengthening inter-
action with customers and stakeholders is maintaining
mutually beneficial relationships and partnerships with
your customers and other stakeholders. Organizations
can involve them in joint projects, consulting and ex-
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change of experience to create a favourable atmosphere
of cooperation and partnership. Such partnerships can be
an important source of innovation and improvement that
will help the organization grow and meet the needs of
its customers and stakeholders. The proposed approach
is quite flexible and may vary depending on the purpose
of the assessment and the subject of the study. If neces-
sary, the composition of the indicators can change, for
example, in the absence of the necessary information
for a specific object of research or the need to take into
account the specifics of the enterprise’s activities, etc. If
there is a need and opportunity (time, funds, etc.), the
person performing the assessment (manager, entrepre-
neur, scientist) can include in the components of the
integral indicator quality indicators that are formed ac-
cording to the data received from specialists in a certain
field by conducting an expert assessment.
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Table 3. Possible directions for increasing the efficiency of the use of organizational capital

organizational culture

Direction Content of recommendation
Developing and Can be achieved by establishing specific values and norms that reflect the organization’s mission and
strengthening strategy. Key elements of culture such as leadership, communication and collaboration must be developed

and maintained at all levels of the organization.

Provision of staff
training and
development

Can be implemented through investment by organizations in training and development of their staff to
ensure high skills and ability to adapt to changing market conditions.

Strengthening of
interaction with
customers and
stakeholders

Organizations should be aimed at meeting the needs and expectations of their customers and stakeholders.
This can be achieved by establishing an effective feedback system and interaction with customers. Various
communication channels can be used for this, such as a phone, e-mail, social networks, online chats and
others.

Strengthening of
innovative activity

Can be implemented through investment of organizations in research and development of new products
and services that meet the needs and expectations of the market.

Strengthening
of efficiency of

Organizations must be able to effectively use their resources, such as financial, human, material and

management and use of | intellectual resources.

resources

Source: developed by the authors

B CONCLUSIONS
The analysis of literary sources made it possible to clari-
fy the definition of the concept of “organizational capital
management system” and the structure of its components.
The formation of organizational capital is studied in stag-
es. The application of the system of indicators for assess-
ing the organizational capital of the enterprise is substan-
tiated based on the principles of complexity, conciseness,
accessibility, systematicity, logic nature and the definition
of specifics by management levels. The complexity and
multifaceted nature of the concept of organizational capi-
tal management requires clarification and development of
its main criteria, which are necessary for the creation of
a comprehensive methodology for its assessment. The as-
sessment of organizational capital, as the final stage of the
management process, provides answers to key questions
regarding various data, the availability of which depends
on the thoroughness of the work of the manager focused
on commercial effect in the organization. The comprehen-
sive assessment of organizational capital, developed in the
work, includes a system of indicators for the assessment of
organizational capital, the stages of an integrated assess-
ment of organizational capital and a management system
of organizational capital, can provide managers and top
managers with information on the current state of use of
organizational capital. Following the recommendations
of the assessment, managers should take into account the
specifics of the industry, the range and type of products
(services), the size of the enterprise, the composition of
employees, etc.

It is pertinent to consider potential ways of increas-
ing the efficiency of the use of organizational capital.

Strengthening organizational culture can help improve the
efficiency of using organizational capital. A culture that
supports innovation, collaboration and development can
help attract talented employees, improve communication
and contribute to organizational success. It is expedient
to provide training and development of personnel through
trainings, internal training, leadership training programs
and other professional development activities that will help
employees become more productive and efficient in their
work. Strengthening interaction with customers and stake-
holders can be achieved by building an effective feedback
system. Organizations can create communication channels
with their customers that allow them to express their wish-
es and suggestions, receive answers to their questions and
complaints.

The directions of further research should include the
development of practical tools for assessing organization-
al capital based on the developed comprehensive assess-
ment. These can be methods and approaches for assessing
various aspects of organizational capital, such as human
capital, intellectual property, structural capital, etc. It is
advisable to study the issue of developing organizational
capital management models taking into account the spe-
cifics of various industries and enterprise sizes. This will
allow enterprises to use the organizational capital manage-
ment system more effectively and adapt it to their needs.
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M AHotauis. IMepexin Bim kouuemnmii Iayctpist 4.0 mo KoHuemnmii CycmiabcTBO 5.0 BUMarae iHBeCTuIIii, 3aCTOCYBaHHS
HOBiTHiX 3HAHb Ta MOKJIMBOCTE iX e)eKTMBHOTO BUKOPUCTAHHS. TOMY JOCSATHEHHS TEXHOOTIUHMX Ta IMGPOBUX rary3ei,
mo 6ynu 3m06yTi IHaycTpieto 4.0, He BTpavarTh CBOEI IIiHHOCTI, a, HABMaKM, € akTyaJbHuMu. Came MM 0GYMOBJIeEHA
MeTa OOCTiIKeHHS — OOIPYHTYBaHHS CUCTEMM YIIPABIiHHS OpraHi3alilffHMM KariTajaoM Cy0’€KTiB MiAIIPUMEMHUIITBA Ta
MeXaHi3My 37i/iCHeHHS OLiHKM 10r0 edeKTUBHOCTI. ITig yac moctigkeHHS 6y/I0 3aCTOCOBAHO TaKi METOIH, SIK TEOPETUYHE
y3araJibHeHHSI, a6CTPAKTHO-JIOTiYHMIT METO/I, METOIM aHaJIi3y Ta CMHTe3Y, TpadiuHuit MeTo. [I0 OCHOBHUX Pe3y/abTaTiB
po6GOTM MOKHA BiHECTM PO3POOIEHY CUCTEMY YITPABIiHHS OPTaHi3al[iiHMM KaIliTaJoM, 0 Ha BiAMIHY Bif icHYIOUMX
BK/IIOUa€e IMpoiec TpaHcopmallii JIOACHKOTO KalliTaJly B KOMepIliaji3oBaHi pes3ylbTaTy (HeMaTepialbHi aKTUBM)
MiAMpUeEMCTBA. TaKOX OOCITHEHHSM € Ipe[cTaBjieHa B poOOTi KOMIUIEKCHA OIliHKa OpraHisalliiiHoro Karitaay, 1o
BKJ/IIOUA€ TPU PiBHi aHaJIi3y: MaKpOpiBeHb, Me30piBeHb Ta MiKpOPiBeHb. B cTaTTi yTouHeHO BM3HAYEHHS IIOHSATTS «CUCTEMa
YIIpaBJIiHHS OPTaHi3alifHUM KamiTaJioM», I, SKMM aBTOPU PO3YMIiIOTh Ipoliec TpaHcopMmallii JIoAChKOT0O KariTamy
B KOMepIliasi30BaHi pe3yabTaTH HMUIIXOM (OpPMYBaHHS OPraHi3aliifHOTO KaliTajy Ha 3acafax iHHOBAIiffHOTO MiJX0my
3a JJONTOMOTOI0 MIeBHUX MPUHLMIIIB ¥ TeXHOJOrii yrpaBaiHHS. YTOUHEHO CK/IaJ, OCHOBHMX eJleMeHTIiB opraHi3aliifHoro
KalliTaJay Ta BU3HauUeHO eTaru iioro GopMyBaHHS, BiJl CTBOpeHHS 10 PyTypu3sailii. Po3po6eHO c1CTeMY TOKa3HMKIB OLIiHKM
OpraHisaiifHoro Karmitaay MigIpueMCTBA, SIKa IPYHTYEThCS Ha IPUHIIUIIAX KOMIIJIEKCHOCTI, TaKOHIYHOCTI, JOCTYITHOCTI,
CUCTEMHOCTI Ta JIOTiYHOCTi. [IpakT4yHe 3HaueHHS pe3y/lbTaTiB IMOJATa€ B 3aCTOCYBAHHI IX SK OCHOBU INpU NPUITHATTI
YIpaBIiHCbKUX pillleHb. PO3po6ieHi pekoMeHaallii MOXYTb 6YTM BUKOPMCTaHi MiATIPUEMIIIMM Ta MEeHe)KepaMiy BUIIOT
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