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COMPETITIVE DEVELOPMENT OF AGRICULTURAL ENTERPRISES
IN THE CARPATHIAN REGION OF UKRAINE IN THE CONTEXT
OF THE CORRECTION OF THEIR SECTORAL STRUCTURE
Abstract. The purpose of the study is to substantiate the competitive development of regional
agricultural producers in terms of correction of their sectoral structure in the context of European
integration processes. Methodology / methodology / approach. The theoretical and
methodological basis of the study is the dialectical method of cognition, a systematic approach to
the study of economic phenomena and processes, scientific works of domestic and foreign scientists
on the theory and practice of competitive development of agricultural production considering
exogenous and endogenous factors. Of the special research methods used economic and statistical
— in analyzing the current state and forecasting the prospects for competitive development of
regional agricultural producers in terms of European integration processes, graphical — to
determine the projected volumes of livestock products on farms in the Carpathian region of
Ukraine, abstract and logical substantiation of the institutional and economic mechanism of
competitive development of agricultural producers of the Carpathian region of Ukraine in the
context of correction of their branch structure. Results. The study revealed that given the possibility
of establishing cross-border partnerships, deepening economic European integration with EU
countries, an important economic priority of regional agricultural producers in the Carpathian
region of Ukraine is the ability to form a market for various types of agri-food products with a
geographical indication. The Carpathian region of Ukraine has a strong enough land and resource
potential for the production of quality and safe dairy products with high added value. According to
the calculations, provided the use of competitive advantages, which are enshrined in law in the EU,
in the study region, the potential production of the most important livestock products — milk on
farms can increase from 14 thousand tons to 252 thousand tons, or 18 times. In the region, the
revival of traditional areas of specialization in agricultural production will contribute to the
correction of its sectoral structure, improving organizational and economic conditions for self-
sufficiency in livestock products, minimizing economic risk due to expanding areas of
specialization, reducing transaction costs for transportation and sales enterprises of various
organizational and legal forms of management that will produce products with high added value.
Originality / scientific novelty. For the first time, the organizational and economic principles of
optimizing the sectoral structure of regional agricultural producers, considering the competitive
advantages that are enshrined in law in the EU. Practical value / significance. According to the
calculations in the Carpathian region, taking into account the principle of bonus of 10.0% for agri-
food organic, including niche or craft livestock products with a geographical indication will adjust
the industry structure of agricultural enterprises in accordance with scientifically sound
requirements and increase the traditional level of production at the same time, the vital type of food
products — milk by 13.0—22.0 percentage points.
Keywords: competitive development, industry structure, agricultural products, competitive
advantages, environmental marketing, region.
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KOHKYPEHTOCITIPOMOXHHWI PO3BUTOK ATPAPHUX IMIANPUEMCTB
KAPIIATCBKOI'O PEI'OHY YKPATHU
B KOHTEKCTI KOPEKLII IXHbOI FAJTY3EBOI CTPYKTYPU

AHoTamifa. MeTta OCHIDKCHHS TONsAra€ B OOIPYHTYBaHHI KOHKYPEHTOCIIPOMOXKHOTO
PO3BUTKY PEriOHaJbHUX CLIHCHKOTOCIOAAPCHKUX TOBAPOBUPOOHMKIB B YMOBax KOpeKuii iXHbOI
rajry3eBoi CTPYKTypH B KOHTEKCTI €BpOIHTErpamiiHux mporeciB. MeTtogoJioriss / meroauka /
niaxia. TeopeTH4HoI0 1 METO/I0JIOTTYHOK0 OCHOBOIO JOCIIPKEHHS € JIaJIeKTUYHUN METO/]| M13HAHHS,
CHUCTEMHHUI MiaXiJ 70 BUBYEHHS EKOHOMIUHUX SIBUII 1 TPOLECIB, HAYKOBI Mpall BITYUZHSHUX
1 3apyODbKHMX yYeHUX 3 TpoOieM Teopli Ta MpaKTUKH 3a0e3MEeUeHHs] KOHKYPEHTOCIPOKHOTO
PO3BHUTKY arpapHOro TOBapOBUPOOHMIITBA 3 ypaxyBaHHIM €K30T€HHUX Ta €HJO0TeHHHUX (akTopiB. 3i
CreliaIbHUX METOJIB JOCIIKEHHSI BUKOPUCTAHO €KOHOMIKO-CTATUCTUYHUN — T Yac aHalizy
CY4YaCHOTO CTaHy W NMPOTHO3yBaHHS MEPCHEKTHB KOHKYPEHTOCIPOKHOI'O PO3BUTKY pErioHaJbHHX
arpapHUX TOBAapOBUPOOHMKIB B yMOBaxX €BPOIHTErpalliiHUX TMpoueciB, rpadiyaumii — amus
BHU3HAYEHHS MPOTHO30BAHUX OOCATIB TBAPUHHHIILKOT MPOAYKIII Y (epMepChbKUX TOCHOIapCcTBax
y po3pizi obnacteit Kapmnarcekoro perioHy YkpaiHu, aOCTpakTHO-JOTIYHHA 3 METOIO
OOIpYHTYBaHHs 1HCTUTYI[IOHAJIbHO-EKOHOMIYHOTO MEXaHI3My KOHKYPEHTOCIPOMOKHOTO PO3BUTKY
CLIBCHKOTOCTIOIAPCHKUX TOBapOBUPOOHUKIB KapnaTchkoro periony YKpaiHu B KOHTEKCTI KOPEKIiT
iXHBOI ramy3eBoi cTpykTypu. Pe3yabTaT. Y pe3ynbTari NpOBEICHOTO AOCTIIKEHHS BUSBICHO, 110
3 OMNIAQYy Ha MOXIMBOCTI HAJaroJUKeHHs TPAHCKOPJOHHOTO NapTHEPCTBa, MOTTUOJICHHS
€KOHOMIYHO1 e€BpoiHTerpaiii 3 kpaiHamMmu €C BaXXJIMBUM €KOHOMIYHHUM IPIOPUTETOM PETiOHATHHUX
CLIbCHKOTOCIIOIAPCHKUX TOBAapOBUPOOHUKIB Kapmarchkoro perioHy VYKpaiHH € MOXIJIUBICTh
dbopMyBaHHS PUHKY PI3HUX BHJIB arporpoJ0BOILY0I MPOAYKIlT 3 TeorpadiqyHUM 3a3HAYEHHSM.
Kapnarcekuii perion YkpaiHu BOJIO/i€ JOCTaTHBO MOTYXHHUM 3€MEIbHO-PECYPCHUM MOTEHIIAIOM
JUTs BAPOOHMIITBA SKICHOT 1 6€3MeYHO0T MOJIOYHOT TPOIYKIIIi 3 BUCOKOIO JTIOJAAHOK BAaPTICTIO. 3T1THO
3 IPOBEIEHUMH PO3PAaXyHKaMHU 32 YMOBH BUKOPUCTAHHSI KOHKYPEHTHHX I€peBar, siki 3aKOHO/aBYO
3akpimiieHi y kpainax €C, y JOCHIKyBaHOMY pErioHi MOTEHLIWHI 00CATd BUPOOHMIITBA
HalBaXXJIMBINIOT TBAPHMHHUIIBKOI MPOAYKIII — MOJIOKa Y (pepMepCchbKUX TOCHOAAPCTBAX MOXYTh
3poctd 3 14 THC. TOHH A0 252 THC. TOHH, a00 y 18 pa3iB. Y perioHi BiAPOJKEHHS TPaaULIHHUX
HampsMIB cremiaiizanii B CUIbChKOTOCHOJAPChKOMY BUPOOHMIITBI CHPHUSITHME KOPEKINl HOro
rajxy3eBoi CTPYKTYpH, MOJIMIICHHIO OpraHi3alliiHO-eKOHOMIYHUX YMOB IIOAO CaM03a0e3MeueHHs
pErioHy TBapHMHHMIIBKOIO MPOIYKIII€I0, MiHIMI3allii eKOHOMIYHOTO PU3UKY BHACTIIOK PO3LIUPEHHS
HANPSIMIB Criemiaizamii, 3HWKCHHIO TPAHCAKI[IWHUX BHUTpPAT Ha TPAHCIOPTYBAHHS 1 pealli3ailiro
3aBISKH PO3BUTKOBI (pipMOBOI TOPTiBII, IMABUINCHHIO PiBHS KOHKYPEHTOCIIPOMOXKHOCTI arpapHuX
HiANPUEMCTB PI3HUX OpraHi3aliifHO-nmpaBoBUX (OpPM TOCHOJAPIOBAHHS, IO BHPOOJISATUMYTH
MPOJYKINIO 3 BHUCOKOK OJAaHOK BapTicTio. OpHriHaJbHICTH / HAyKoBa HOBHM3HA. YIIepIie
OOI'PpyHTOBAHO OpraHi3aliifHO-eKOHOMIYHI 3acaJy ONTUMI3allil rasy3eBoi CTPYKTypU perioHaJbHUX
CUIbCHKOTOCTIOAAPCHKUX TOBAapOBUPOOHUKIB 3 ypaxyBaHHSIM KOHKYPEHTHHX IiepeBar, sKi
3aKOHOJaB4O 3akpimieHi y kpaiHax €C. IIpakTuyHa uiHHiCTH / 3HaYyWlicTb. 3TiTHO
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3 MpPOBEACHUMH po3paxyHkamu B KaprnaTchbkoMy perioHi BpaxyBaHHs NpUHIMITY OoHidikaiii
B po3mipt 10,0 % Ha arpompoAoBOIbUYy OpraHiyHy, NPUMIPOM HilmieBy abo KpadToBy
TBAapUHHUIIBKY MNPOAYKIiI0, 3 reorpadiyHUM 3a3HAYECHHSM, JI03BOJHUTH CKOPUTYBAaTH Tally3eBY
CTPYKTYpY arpapHuX MiANPUEMCTB BIAMOBIIHO O HAYKOBO OOTPYHTOBAaHWUX BHUMOT 1 ITiIBUIIUTH
piBeHb peHTa0eNbHOCTI TPAJULIIIIHO BaXJIMBOTO BUPOOHUIITBA 1 BOJHOYAC )KUTTEBOI'O HEOOX1THOTO
BUJY [TPOJOBOJIBYOT NPOAYKILIT — Mosioka Ha 13,0—22,0 npoLeHTHOT O MyHKTY .

Knwuoei cnoea: KOHKYPEHTOCIIPOMOKHUII pPO3BUTOK, Traily3eBa CTPYKTypa, arpapsa
HNPOAYKIIisl, KOHKYPEHTHI IepeBaru, €KOJIOTTYHUI MapKETHUHT, PET10H.

®opmyin: 0; puc.: 4; Tadm.: 2; 6i6:1.: 20.

Introduction. In the process of competitive development of agricultural commodity
production an especially important role belongs to optimization, and in the conditions of domestic
realities correction of branch structure that promotes the efficiency of use of existing production and
resource potential and provides food security, independence of the state considering internal and
external socio-economic challenges. It should be stated that at the national level structural
distortions in agricultural production aggravate the problem not only of effective development of
interrelated sectors of the agrarian sector of the domestic economy but have led to a critically low
level of self-sufficiency in certain types of vitally important foodstuffs. In this context it is noted [1]
that the «mothballed» extensive approach to increasing agricultural production does not allow to
make a qualitative leap in the development of the agro-industrial complex, to fully reveal the
existing competitive advantages. Rational combination of branches in agrarian entrepreneurial
structures with a sufficiently large land bank allows the most effective use of the existing
production and resource potential, contributes to the stabilization of production and competitive
development, so the algorithm of choosing the main, additional, and auxiliary branches plays a key
role in the process of strategic planning. At the same time, it should be noted that many domestic
enterprises — economic entities with different areas of agricultural land are not ready for active
competition in the conditions of optimization or correction of the branch structure considering the
existing competitive advantages and ecological trends. Given the global trends emphasizing the
consumer qualities, environmental friendliness of products, as well as their origin, there is a need
for active search for unique competitive advantages of agricultural producers of Ukraine, which in
one way or another stimulate them to competitive development in conditions of transboundary
cooperation, establishment of mutually beneficial cooperation with domestic and foreign partners in
economic activity. Currently, the most important scientific tasks include the definition of
peculiarities of formation and increase of competitiveness of agrarian enterprises of various
organizational and legal forms of management. In this connection it should be noted that regional
agricultural producers should pay special attention to the development of specialization of
agricultural production as an important prerequisite for reducing production costs and increasing its
competitiveness. In addition, unequal organizational-economic, natural-climatic and soil conditions
can create additional preferences for agricultural producers in certain regions for the production of
environmentally friendly products characterized by a high level of competitiveness.

Literary review. The problems of studying the organizational and economic foundations of
ensuring the competitiveness of agricultural production are devoted to the scientific works of
famous scientists such as A. F. Hatsko, Y. I. Danko, K. V. Bliumska-Danko, A. V. Halynska,
Y. Dankevych, V. Dankevych, V. P. Miklovda, M. 1. Pitiulych, V. V. Hoblyk, M. M. Pityulych,
N. L. Keretsman, O. Varchenko, D. Krysanov, O. Shubravska, L. Khakhula, O. Gavryk, V. Byba,
I. Honcharuk and others [1—9]. The priority attention of scientists is concentrated on research of
theoretical and practical essence of competitive development of agrarian enterprises [1—3; 9],
infrastructural maintenance of competitiveness of agricultural production [4], solution of a problem
of increase of level of balanced and effective development of region considering regional features
and competitive advantages [8], and also a policy of production competitiveness management
[18—20]. The problem of improving the sectoral structure of agricultural enterprises as an
important prerequisite for their competitive development is the subject of a number of works of
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agricultural economists V. Ya. Ambrosov, O. A. Biter, V. V. Zinovchuk, H. K. Kaninskyi,
M. Y. Malik, V. V. Yurchyshyn. Among the foreign scientists who have thoroughly considered the
aspects of ensuring the competitive development of entrepreneurial structures, it should be noted
M. E. Porter, R. J. Orsato, J. Mongay, G. Drummond, J. Ensor, R. Ashford. Despite the significant
relevance of the issue under study at the national and regional levels, at present insufficient
attention is paid to the promising directions and organizational and economic foundations of
competitive development of domestic agricultural enterprises of various organizational and legal
forms of management.

The aim of the article is to substantiate the competitive development of regional
agricultural producers in the correction of their sectoral structure in the context of European
integration processes.

Methodology and Methods. The theoretical and methodological basis of the research is a
dialectical method of knowledge, a systematic approach to the study of economic phenomena and
processes, scientific works of domestic and foreign scientists on the theory and practice of
competitive development of agricultural commodity production, considering exogenous and
endogenous factors. From special methods of research was used economical-statistical — when
analyzing the current state and forecasting of perspectives of competitive development of regional
agrarian commodity producers in conditions of European integration processes, graphic — for
definition of forecasted volumes of livestock products in farms in the context of regions of
Carpathian region of Ukraine, abstract-logical in order to ground the institutional and economic
mechanism of competitive development of agricultural.

Results. With the transition to market conditions of economic management, adapting to the
needs of the market, the agricultural sector of Ukraine’s economy has lost the ability to sustainable
development, which led to low competitiveness of the subjects of agricultural business, quantitative
and qualitative imperfection of the sectoral structure of agricultural enterprises. Most researchers
only determine the directions and strategies for ensuring the competitiveness of agricultural
enterprises, calculate the existing level of competitiveness with the help of certain sets of indicators,
but do not emphasize the need to introduce the concept of «competitive development» in the
priority use by subjects of agribusiness to understand and shape their activities in the long term. 1].
At the same time, given the need to increase the use of production and resource potential of various
organizational-legal forms of management in the agricultural sector, it is noted that «small and
medium-sized enterprises of agrarian business, in the prevailing conditions, are actively seeking
their own market niches. Notwithstanding the price competition for certain types of products they
are forced to diversify their activities. Efficiency of such processes depends on basic innovation
system which should be laid in formation of competitiveness of subjects of the agrarian market» [2].
Optimization of the sectoral structure of agricultural enterprises is one of the most pressing
problems in the development of the agricultural sector of the domestic economy and plays a
particularly important role in the financial and economic stability of agricultural enterprises, their
competitiveness, since it contributes to the preservation and restoration of land and resource
potential, a more even flow of funds throughout the year, as well as attracting internal and external
investments in production activities and ultimately ensures their competitive development.

Justification of perspective directions of development of branches of agrarian sector
considering internal and external factors at different levels of management acquires a special
urgency in conditions of Ukraine’s integration into the world economic space. It should be noted
that the structure of agricultural production at the national and regional levels is characterized by a
steadily high proportion of highly liquid and profitable types of crop production. Due to the super-
concentration of agricultural production and land resources domestic high value-added commodity
producers were able to achieve better results of economic activity. This was especially evident in
the years of crisis when agriculture became one of the engines of economic development. Ukraine
was one of the largest producers and exporters of grain during 2009—2015 [3].

Modern structural distortions in agricultural production aggravate the problem not only of
effective development of interrelated crop and livestock industries, but also led to a critically low
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level of self-sufficiency in certain types of food products of the first necessity produced in the labor-
intensive livestock industries. The most important basis for the formation of the agrarian market is
its structural elements, which are characterized by a variety of marketing channels, sales forms,
intermediaries, and buyers, as well as a developed network of services, scientific and information
services. Therefore, the process of formation of the agricultural market is considered as a complex
integrated category with functional features associated with the production, distribution, exchange,
and promotion of agricultural products to the consumer [4].

Export-oriented orientation of domestic agricultural production allowed to take a leading
position in the world in the production of grain, sunflower oil, and organic crop products. However,
export of mainly crop products and a number of unresolved problems in livestock — dairy and beef
cattle breeding, to some extent offset the success of the domestic agricultural sector and inhibit its
competitive development.

It is recognized the opinion of «business historian and father of strategic planning», that «the
more developed competition in the domestic market of the country and higher requirements of
consumers, the more probability of success of the company from this country in international
markets (and vice versa, weakening of competition in the national market leads, as a rule, to loss of
competitive advantages)» [5]. Market orientation of the agrarian sector requires from heads of
enterprises the ability to envisage perspective directions of their development, to make strategic
decisions considering internal and external factors affecting the conditions of farming. At present,
special attention is paid to the expediency of strategic planning. At the same time, there is no clear
scientific definition of this concept as a constituent element of strategic marketing, the interpretation
of which is also quite versatile [6].

In the conditions of strengthening the processes of urbanization and environmental pollution
in agricultural production an extremely important role belongs to the increase of requirements to the
quality of agricultural products. Therefore, it is noted in [7] that «with the economic growth of
countries and consciousness among the population, the situation in the market of ecological goods
changes. Socio-economic transformations and changes taking place in the natural environment
affect the demand for ecologically clean products».

Increasing the competitiveness of the economy becomes real with the introduction of modern
forms and methods, among which strategic management is the most effective. It provides the
enterprise, the region, and the national economy with the tools of strategic analysis of multivariate
development, methods of making proactive decisions, mechanisms of their implementation to
ensure sustainable development and acquisition by the regional economy of the qualities that
determine its beneficial position [8]. Thus, today the choice of regional development priorities is a
rather urgent issue since significant inter-regional differentiation is one of the most important
factors in the development of the country as a whole.

Carpathian region of Ukraine is characterized by specific natural and climatic conditions and
a relatively lower level of environmental pollution with the national data. Zonal soil and natural-
climatic conditions in the region are favorable for the cultivation of the main types of agricultural
products. At the same time, in the foothills and mountainous areas the production of livestock
products has a priority role, since land use is conducted mainly on sloping lands characterized by a
low level of natural fertility. Therefore, the development of dairy and beef cattle breeding industries
is traditionally important in these areas.

In order to generalize the condition and tendencies of development of agriculture in the
Carpathian region, the indices of strategically important types of plant and animal products have
been analyzed. A fairly stable tendency to increase the main, highly liquid, and stably competitive
agrarian products in the field of crop production — cereals and leguminous crops was revealed
(Fig. 1).

Since in the Carpathian region, given the specific natural and climatic conditions, traditionally
an important direction of specialization is the development of cattle breeding, the index of
production of the most consumed livestock products — milk, characterized by the daily demand in
all age groups of the population was analyzed. According to statistical data, during 2015—2020 the

5 8 6 ISSN 2306-4994 (print); ISSN 2310-8770 (online)



FINANCIAL AND CREDIT ACTIVITIES: PROBLEMS OF THEORY AND PRACTICE 2021 N2 5 (40)

volume of its production decreased annually in all regions of the Carpathian region (Fig. 2), with
the exception of the Lviv region, where projects for the development of family dairy farms were
implemented with the support of the Canadian government.
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Fig. 1. Production of grain and leguminous crops in agricultural enterprises

of the Carpathian region of Ukraine
Note: compiled from analysis of sources [8§].
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Fig. 2. Milk production in agricultural enterprises Carpathian region of Ukraine
Note: compiled from analysis of sources [8].

Sectoral structure of agrarian enterprises of Carpathian region reflects the specific functioning
of agriculture in Ukraine as a whole, which is characterized by the reduction of production volumes
in low-profit or unprofitable sectors. As a consequence, the production activity of regional agrarian
enterprises does not contribute to the rational use of land and resource potential, the vast majority of
agricultural enterprises are highly specialized and focused mainly on the non-intensive types of
production of plant growing products. Focusing on the solution of strategic tasks it is important to
introduce preferential conditions for small and medium enterprises both in the context of improving
the mechanism of state support for farming and for increasing the efficiency of budgetary funds use.
Therefore, domestic scientists note the need for effective state support for the development of small
enterprises and the exclusion of medium and large farms from the list of economic entities within
the framework of appropriate financing of agriculture [9].
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Given that domestic agricultural enterprises are producers of raw materials, rather than
products for final consumption, it is particularly important to create conditions to ensure the
effectiveness of their management through the redistribution of income at all stages of surplus value
creation. In this regard, the statement [10] that «the creation of agricultural holdings became a kind
of response of Ukrainian agrarian economy to market requirements, where business efforts to
restore broken inter-branch ties and price disparity became the main one». Relevance of the
problem of transition to sustainable development also increases the attention of foreign scientists on
this issue. A specialized publication notes that «the dominance of large vertically integrated
production structures in the agricultural sector has certainly contributed to a higher level of
agricultural and food production. However, this success has led to many negative consequences of
economic, environmental, and social nature» [11].

The competitiveness of agricultural production is directly determined by the so-called
«increasing economies of scale» in large-scale production and the identification of sectoral reserves
is based on the assessment of their resource provision, food, and social importance of products on
the market. Consequently, in the future the concentration of land resources will play an extremely
important role in the competitive development of agricultural enterprises with the ability to
implement innovative technologies, to ensure cost optimization at all stages of production activities.

In the region under study unequal natural-climatic, soil, organizational and economic
conditions led to the concentration of leased land areas and the creation of agricultural holdings
with a sufficiently large land bank in the most economically favorable lowlands. After the adoption
of the Law «On the turnover of agricultural land» the relatively low prices for the respective land
plots or their rent are the main determinants of further concentration of land resources exactly in
large enterprises — agricultural holdings that concentrate the largest share of financial resources. In
this context, it is advisable to note that the cost of land lease in all regions of the Carpathian region
of Ukraine is comparatively lower with the national indicator [12], which is also evidence of its
lower cadastral value. However, the proximity to the borders of the EU countries may play a certain
positive role in the establishment of close economic relations on the basis of cross-border
cooperation in the sphere of agricultural production.

In the context of the Carpathian region the comparatively lower monetary valuation of
agricultural land is a characteristic precondition for attracting investments into agricultural
activities. However, due to the small-contour farming and at the same time to reduce the risk of
losses, it is assumed that small and medium agrarian producers in the natural-climatic zones of the
Pre-Carpathian and Carpathian regions will have better conditions for maintaining financial and
economic sustainability. However, their ability to withstand the negative climatic impact is limited
by low technical equipment, access to financial resources, age structure of employment (in
particular due to a significant proportion of older workers), which requires the state to pay more
attention to adaptation measures [13].

Carpathian region of Ukraine, characterized by specific natural and climatic conditions and a
relatively low level of environmental pollution, has a fairly powerful land and resource potential for
the production of quality and safe products. The possibility to produce products with geographical
indication gives this region certain unique competitive advantages. A necessary condition for
competitive advantage is sustainability. An organization must be able to maintain its competitive
advantage over a long period of time. In order to be sustainable, the competitive advantage must be
relevant, that is, it must meet current and future market needs. In addition, it must be relevant to the
organization — achievable within the available resource base, defensible, there must be some
barriers to replication, otherwise success will simply be duplicated by competitors [14].

Lack of proper level of state support of agricultural producers who conduct production
activities in the foothills and mountainous areas of the Carpathian region and have difficult
economic conditions, does not allow to fully reveal their production, and resource potential and
ensure competitive development. With the participation of scientific institutions, agrarian and
tourist enterprises in the suburban area of the Lviv region successfully operates an agro-recreational
cluster of tourist direction «Gorbo Mountains». In 2020 2.7 million UAH were allocated from the
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regional budget for the co-financing of this cluster. Similar system of relations between the state
and private partners in the agrarian sphere should be primarily developed and improved in the
mountainous areas of the Ukrainian Carpathians characterized by low environmental pollution and
powerful recreational and agrotouristic potential, which in turn is an additional reserve of expanding
the capacity of the domestic food market.

Geographically localized enterprises of the Carpathian region of Ukraine, growing products in
ecologically clean territory in difficult conditions — on sloping lands, are able to activate their
activities through the use of the cluster approach. Depending on the degree of readiness of the
business community, market infrastructure and state authorities, the effective development of
clusters can be conducted both through the application of minor efforts of small businesses and
through the implementation of large-scale projects. In view of the relevance of environmental
trends, it is noted in [15] that «consideration of empirical evidence shows that environmental
protection provides (better access to certain markets; product differentiation; sales of pollution
control technology; risk management and relations with external stakeholders; cost of materials,
energy and services, cost of capital, cost of labory.

Analysis of regional specifics and conditions of development of agricultural sectors allowed
to substantiate organizational and economic aspects of correction of sectoral structure of agrarian
enterprises (Table 1).

Table 1
Rationale for organizational and economic aspects of the formation of the branch structure
in the Carpathian region of Ukraine

Organlza.tmnal Task Effectiveness

and economic aspects

Regulatory and legal Improvement of regional programs Optimal combination of branches of agricultural

support for the development of the agro- production on the basis of state support.
industrial complex of the Carpathian Increasing the level of food security
region by granting preferences of the population through the use of appropriate
to agricultural producers who have mechanisms and methods
difficult economic conditions, but
grow products in ecologically clean
areas and belong to the category
of small businesses

Infrastructural support | Expansion of the network of market System of formation of the market of quality
institutions. and safe certified agro-food products, including
Formation of a network of products with geographical indication.
certification bodies Reduction of transactional costs for transportation

and sale

Strategic planning Determination of strategic goals for Financial and economic sustainability of business
the development of regional entities based on the correction of the sectoral
agricultural enterprises and orientation | structure.
on consumer preferences Strengthening the competitive position

of regional agricultural producers

Note: compiled from analysis of sources [8].

Since products are more competitive in the market when their features meet all technical and
quality characteristics, European standards it is advisable to note that in the process of integration
into the world economic structures domestic agricultural producers should consider the relevant
requirements for quality standards. The cooperation of the quality of manufactured products,
perfection of organizational and production processes, which is confirmed by certificates for quality
management systems in accordance with international standards, allows agricultural enterprises to
use available resources with maximum efficiency in order to increase their competitiveness and
achieve a stable position in the market. In the system of environmental management, environmental
certification is one of the most important priorities of domestic agricultural enterprises [16].

At the same time, in the European Union countries special attention is paid to the system of
quality development of original, traditional agricultural products and food, as well as the promotion
of cultural traditions and regions in which they are produced. This direction was formed in response
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to the growing number of counterfeit products and misuse of traditional names based on the
reputation of traditional regional products.

The defining competitive advantage of agribusinesses growing products in difficult
conditions — in the sloping lands of the Ukrainian Carpathians, is the ability to produce agricultural
products using a brand name (brand).

In his work Renato Orsato [17] describes five competitive environmental strategies: Eco-
efficiency; leadership beyond environmental standards; ecobranding, environmental cost leadership
and sustainable innovation. Accordingly, in the Carpathian region of Ukraine ecobranding is
reasonable to consider as the most important competitive environmental strategy.

There is an inseparable connection between the use of marketing and product
competitiveness: the more fully and effectively the company uses the principles and methods of
marketing in its activities, the more realistic its chances of producing competitive products [18].
Given the high potential of the Carpathian region of Ukraine in the development of types of
agrarians, gastronomic types of tourism it is relevant to develop the marketing information system
of regional agricultural enterprises producing organic, Kraft, niche crop and livestock products and
positioning themselves as representatives of «green business». In particular, the fragmentation of
consumers by income level, employment conditions, consumer demands in the world practice is a
stimulating factor for online trading, so this marketing approach to selling products is justified,
contributes to its popularization, fast delivery, establishing cooperation with potential customers.

In conditions of increased competition, products grown in an ecologically clean area of the
Carpathian region contributed to the correction of the sectoral structure of agricultural enterprises
on the basis of increasing its price competitiveness. As world experience shows, the key role in
activating the production and resource potential of agricultural enterprises capable of growing crop
and livestock products with a geographical indication will belong to environmental marketing.
However, the effectiveness of its use will be determined by the level of state agrarian support for
agricultural producers because the price premium for quality, safe, geographically identified
products will be charged in accordance with the guaranteed purchase prices that have already been
formed in the target agricultural markets.

Development of the world food market, competitive environment, and market orientation of
the agrarian sector of economy assume substantiation of perspective directions of development of
agricultural enterprises, development and realization of administrative decisions considering unique
competitive advantages which can influence conditions of production activity and its efficiency.
Formation of institutional-economic mechanism of competitive development of agrarian enterprises
of Carpathian region on the basis of rational combination of branches is presented in Fig. 3.

The basic obstacles in maintenance of competitive advantages remain the character of
reproduction processes in agrarian sector of economy and absence of systematic state support of
commodity producers’ incomes. At the same time, the policy of managing the competitiveness of
products produced by producers is stochastic in nature with the predominant use of price levers to
ensure sales volumes and almost complete absence of any differentiation of marketing tools [19].
However, in the European Union special attention is paid to the market of products with
geographical indication. In the Carpathian region of Ukraine appropriate certified products is an
important competitive advantage, because in the EU countries the difference between the price of a
product with a geographical indication and a regular one is not less than 15%.

The European Union protects about 3,400 specific product names. These names are
protected under EU quality schemes as Protected Designations of Origin (PDO), Protected
Geographical Indications (PGI) and Traditional Product Guarantees (TSG). Other promotional
schemes are also used. For example, «mining product». The term quality mountain product
emphasizes the features of the product made in mountainous areas with difficult natural conditions.
Recognizing this is an advantage for both farmers and consumers. It allows farmers to better sell the
product, but also ensures that the consumer is clear about certain characteristics [20].
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Organizational and economic mechanism

- strategic planning at the meso- and microlevels
as the most important prerequisite

Regulatory for the economic justification of different Institutional
and legal support directions of specialization and combination support
of industries;

- extensive use of environmental marketing
to enhance the environmental benefits

Providing of the product and leverage competitive
preferences advantages — protected geographical Development
for agricultural indication (PGI), guaranteed traditional R of target mgrkets
producers <+—» products (TSQG) b for crop and livestock
of organic products - public-private partnership as an important products
with complex prerequisite for the development
economic conditions of agro-industrial clusters in the context
of regionalization.
> Effectiveness <
Optimization (correction) Preservation or restoration Competitive
of sectoral structure of traditionally important areas develrc)) ment
of agricultural enterprises of specialization P

Fig. 3. The formation of institutional and economic mechanism
for the competitive development of agricultural enterprises in the Carpathian region

on the basis of a rational combination of industries
Note: compiled from analysis of sources [8].

Approximation of the system of geographical indications in Ukraine to the requirements of
EU legislation and the implementation of the relevant part of the Association Agreement between
Ukraine and the European Union allowed to obtain legal protection for such food dairy products as
«Hutsul sheep brynza» and «Hutsul cow brynzay. In this regard, it is also worth noting that in the
Carpathian region of Ukraine small agricultural producers, who produce niche products in small
quantities and according to traditional technologies, actively promote their goods on the market
through an online store under a single brand name, united in a public union «Taste of Ukrainian
Carpathians». In the context of justification of the role and place of small and medium agricultural
producers in the process of competitive development, it should be noted that there is no clear
definition of the term «small enterprise» in the legislation, which accordingly makes it difficult to
assess the economic results of their activities. In agriculture an important criterion for categorizing
business entities as small businesses is the area of land.

The Law of Ukraine «On Farmingy» states that citizens of Ukraine, who received before
January 1, 2002, for permanent use or lease land for farming, have a preferential right to purchase
(redemption) of land up to 100 hectares of agricultural land, including up to 50 hectares of arable
land, into ownership with installment payment for 20 years. Currently in the Carpathian region of
Ukraine there are 237 farms (22.0% of the total number of agricultural enterprises). These
enterprises produce on an area of 17.8% of the land of all categories of agricultural enterprises, they
produce 5.4% of the total production and, at the same time, 24.3% of all types of milk.
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According to the legislation, new farms in the period of formation (the first three years after
its creation, and in labor-deficient settlements — five years), farms with separate farmsteads, farms
that carry out economic activities and are located in mountain settlements, in the woodlands
determined in accordance with the established procedure by the Cabinet of Ministers of Ukraine,
and other farms are assisted at the expense of state and local budgets, including through the
Ukrainian State Fund for Support of Farms.

In general, for agricultural producers who conduct production and economic activities in
difficult conditions in the sloping lands of the Carpathian region of Ukraine, scientifically based and
traditionally important narrow-branch specialization — dairy and beef cattle breeding. Fig. 4 shows
the actual and projected volumes of milk production in the context of the regions of the Carpathian
region of Ukraine of small businesses — farms. Subject to the correction of the sectoral structure of
regional agricultural enterprises revealed significant potential for milk production as one of the
most important types of food products, which can potentially provide a high surplus value and
profitability of production.
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Fig. 4. Actual and projected production volumes of traditionally important livestock products

— milk in farms by regions of the Carpathian region, thousand tons
Note: compiled from analysis of sources [8].

In the Carpathian region of Ukraine with the revival of traditionally important industries in
the foothills and mountainous areas and the application of a price premium for Kraft or niche
products with geographical indication will contribute to the growth of the share of farms in the
overall structure of production. The conducted calculations show that even small dairy farms with
the number of 50 cows can provide a high level of profitability of the industry (7able 2). Therefore,
according to the conducted calculations, subject to the use of competitive advantages widely used in
the EU, namely the increase in production volumes with geographical indication, there is a
significant production and resource potential to ensure the competitive development of farms. With
the existing production volumes and using a 10.0 percent price premium for milk grown in an
ecologically clean area on natural pastures, the profitability indicator will increase by 12.4
percentage points.
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Table 2
Comparison of economic efficiency of production activities of farms in the Carpathian region
with traditional production and with the condition of production with geographical indication

. Amount by years

Indicator 1 year 2 year 3 year 4 year 5 year
Sales volume, t 285,0 285,0 285,0 285,0 285,0
Selling price of 1 t 8431,7 8853,3 9296,0 9760,7 10248,8
Proceeds from sales, thous. UAH 2403,0 2523,2 2649,3 2781,8 2921,0
Production cost price, thous. UAH 1927,5 2024,0 2125,1 2231,3 2343,0

Traditional production
Gross profit, thous. UAH 475,5 499,3 5242 550,5 578,1
Profitability, % 24,7 24,7 24,7 24,7 24,7
Production of products with a geographical indication

Gross profit, thous. UAH 715,0 750,8 788,3 827,7 869,1
Profitability, % 37,1 37,1 37,1 37,1 37,1

Note: compiled from analysis of sources [20].

On the basis of the analysis of organizational and economic peculiarities of production
activity of agricultural enterprises of the Carpathian region and prospects of their functioning it
should be noted that modern challenges of economic euro-integration can stimulate medium and
small entrepreneurial structures of agrarian business, which in particular are potentially able to
produce products with unique competitive advantages. In this regard, it should be noted that the EU
countries have developed legal protection regarding Protected Designation of Origin (PDO),
Protected Geographical Indication (PGI), Traditional Products Guaranteed (TSG). In the context of
European integration processes in order to ensure the competitive development of agricultural
production in the conditions of optimization (correction) of the sectoral structure, the development
of appropriate targeted comprehensive programs that stimulate the economic activity of small and
medium agricultural producers of the Carpathian region is of particular relevance. For the category
of individual entrepreneurs of the studied region it is necessary to provide the following measures:
an appropriate level of normative-legal support by granting differentiated economic preferences, in
particular, the reduction of tax burden; encouragement of production of different kinds of kraft or
niche labor-intensive products; infrastructure support at all stages of production activity. The
absence of complete system of legislative base of strategy of development of agrarian sector of
economy on the regional level, insufficient level of organizational, economic, and financial support
of small and medium agricultural enterprises are the main reasons, which do not contribute to
optimization of their branch structure. In view of the quality policy of the European Union in the
process of correction of the branch structure of agrarian enterprises of the Carpathian region of
Ukraine application of the principle of bonification on qualitative and safe food production with the
geographical indication will promote: optimization or correction of their branch structure and
simultaneously the growth level of competitiveness

Conclusion. Underestimation of the role of ecological marketing in the activities of
agricultural enterprises in the Carpathian region increases the structural disproportions in their
sectoral structure and negatively affects the competitiveness. In the Carpathian region the system of
ecological marketing can play a strategically important role in guaranteeing the quality of products
throughout the chain of production, storage, transportation, processing, and sale, as well as
contribute to the expansion of market capacity through the development of recreational and
agrotouristic potential.

Agricultural production in the Carpathian region is conducted mainly on sloping lands,
which leads to an increase in direct costs of growing products and their cost. In this regard, for
agricultural producers conducting production and economic activities in difficult conditions on
slope lands, narrow-sectoral specialization is most expedient as an important condition for the
effective use of land and resource potential and competitive development. With the widespread use
of the unique competitive advantages legally enshrined in the EU countries, namely, Protected
Designation of Origin (PDO), Protected Geographical Indication (PGI), and Guaranteed Traditional
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Products (TSG), there is a significant production reserve for the growth in the proportion of milk
and dairy products. in the sectoral structure of small and medium agricultural producers; at the same
time, according to calculations, subject to the production of products with a geographical indication,
its profitability will increase by 12.4 percentage points. The proposed institutional and economic
mechanism for the competitive development of agricultural enterprises in the Carpathian region on
the basis of a rational combination of industries will help to increase the competitiveness of regional
agricultural producers in the national and foreign markets, will strengthen the socio-economic
position of mountainous areas, and will also create preconditions. Economic potential in view of the
quality policy of the European Union and the possibility of cross-border cooperation in the
Carpathian region of Ukraine for small and medium-sized agricultural enterprises, it is necessary to
provide an appropriate level of regulatory support by providing economic preferences, in particular,
reducing the tax burden; stimulating the production of certain types of labor-intensive products;
infrastructure support at all stages of production activities The use of legal and organizational
economic levers of state support will make it possible to activate the internal resource potential of
regional agricultural enterprises, will contribute to quantitative and qualitative changes in the
process of optimization or correction of their sectoral structure and, thus, will ensure their stable
financial and economic conditions functioning and competitive development. Economy in the world
agri-food market determines the growth of requirements for the ecological essence of the product,
and for a certain category of consumers, respectively, of origin or geographical indication. The
existing competitive advantages will contribute to an increase in the level of competitiveness of
agricultural producers in the Carpathian region in the process of optimizing the sectoral structure
and will provide prerequisites for solving urgent issues of sustainable development: minimizing
economic risk due to the expansion of areas of specialization of agricultural sectors; reduction of
transaction costs for transportation and sale due to the development of branded trade and expansion
of the capacity of the regional food market. an increase in the level of self-sufficiency in the region
with livestock products; improving the quality and structure of nutrition for different socio-
economic groups of the population.

The prospects for further studies will be aimed at developing and improving the tools of
institutional and economic mechanism, considering the organizational and economic characteristics
of the functioning of agricultural enterprises of the Carpathian region of Ukraine.
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