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PREFACE

The automotive industry of Ukraine is a term that covers a wide range of
companies and organizations involved in the design, development, manu-
facture, marketing and sale of cars, commercial vehicles, trucks and bus-
es, trailers, motorcycles, mopeds, special and military vehicles, machinery,
spare parts and components for motorcycles and mopeds. The automotive
industry was a rapidly evolving field in Ukraine, and there could be further
developments if not the war. Since 2014, Russia's armed aggression against
Ukraine has led to a significant decline in the car industry. The situation
much worsened in 2022 when unprovoked and unjustified military aggres-
sion of Russia against Ukraine started in February.

The military conflict between Ukraine and Russia has led to the sev-
erance of economic ties with the countries, and as a result, the cessation of
car production. This not only negatively affected the Ukrainian automotive
industry, but also negatively affected the forecasts of the world production
of passenger cars (Wayland M., 2022). The conflict has caused logistical and
supply chain problems as well as parts shortages of critical vehicle compo-
nents. The problems added to an already strained supply chain due to the
coronavirus pandemic and an ongoing shortage of semiconductor chips.
Several OEMs in Europe and Eastern Europe have paused or slowed their
production due to a lack of parts from Ukraine-based suppliers. Production
halt and auto parts supply shortage are the immediate effect of this crisis.

The main tasks of automotive development are defined by the con-
cept of the State Industrial Policy of Ukraine, which provides to increase
the annual production of cars to 120 thousand, trucks — 15-20 thousand
and buses —up to 5 thousand units. The development of the automotive in-
dustry in Ukraine does not meet the needs of the state in its own products.

Over the past decades, there have been dramatic changes in the state
policy on the development of Ukraine's automotive industry: from the con-
stant support of automakers and stimulating car production to the over-
whelming indifference to the fate of the automotive industry. In the last
decade the Concept of the State target economic program for the develop-
ment of passenger cars for the period up to 2020 (which was not actually
implemented) was adopted. In addition, it was made some changes to the
Customs Code of Ukraine and the Tax Code of Ukraine in order to com-
bat the phenomenon of "Euro number plates". However, a set of problems
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and obstacles to the development of Ukrainian automotive industry is
much broader: from problems of logistics, staff shortages to obstacles to
innovative development.

Development of the Ukrainian automotive industry and its state
support in the historical context, the problems of optimizing the activi-
ties of automotive enterprises using modern technologies and assessing
the level of their competitiveness were the subject of study in the works
of many Ukrainian scientists. Among prior studies, which emphasize the
importance of the current study, are works of M. Dmytrychenko, M.
Kyzym, O. Kryvokon, M. Mishchenko, G. Pasov, A. Redzyuk, V. Chupry-
na, I. Shevchenko, and O. Yazvinska. Particularly, in the monograph (1.
Shevchenko, 2019), the author proposed a systemic view on progress of
the automobile industry as well as developed a methodology for assessing
competitiveness and a concept of the state program for the growth of in-
dustry until 2025. The issues of transformation of Ukrainian Automotive
Industry based on introduction of electric vehicle production were con-
sidered among priorities (Y. Savelyev, V. Kuryliak, K. Darvidou, M. Lyzun,
I. Lishchynskyy, 2021). However, the rapid change in business conditions
and global challenges affects the development trends of the automotive
industry not only in Ukraine, but also throughout the world, which requires
updating such research.

Below is an attempt to reveal these issues of development of the
Ukrainian car industry, taking into account the peculiarities and specifics of
the functioning of the industry in Ukraine, trends in the labor market and
the peculiarities of state regulation, bureaucratic and tax environment.

The goal of the monograph is to help readers better understand the
automotive market in Ukraine and provide them with regional, occupation-
al analyses of different tendencies in the automotive sector.

The monograph consists of three chapters. Chapter 1 — ANALYSIS
OF THE LABOUR MARKET IN UKRAINE — presents analytical mate-
rials of the labor market in Ukraine regarding the automotive sector, fea-
tures and the standard wages level for both back-office workers and man-
agement.

Chapter 2— CURRENT STATE AND DEVELOPMENT TRENDS
OF THE AUTOMOTIVE INDUSTRY IN UKRAINE — contains re-
search results of the current state and development trends of the automo-
tive market in Ukraine. The authors identified the most important trends
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of the automotive market for 2016-2021, assessed the state of the auto-
motive industry in general and at the regional level. The presentation of car
manufacturers operating in Ukraine using the cartographic method on a
geographical map and their grouping by regions, the number of employees,
and the amount of revenue deserves special attention.

Chapter 3 — INSTITUTIONAL ENVIRONMENT FOR ESTAB-
LISHING A NEW BUSINESS IN THE AUTOMOTIVE INDUSTRY
IN UKRAINE - is devoted to evolution of the regulatory and legal pro-
vision of state regulation regarding the automobile industry's development
in Ukraine, in particular assessment of the current tax environment, tax
bases and rates, as well as enforcement practices. Moreover, there was in-
vestigated bureaucratic environment, obstacles, existing risks and threats
for investments into the industry.

DEPARTMENT OF ACCOUNTING AND AUDITING






CHAPTER1
ANALYSIS OF THE LABOUR MARKET IN UKRAINE

1.1. Migration processes and unemployment rate

in the Ukrainian labour market in the pre-war period
A characteristic feature of the domestic labor market is the presence of dis-
parities between supply and demand, which are expressed in professional
qualifications, gender, age, industry and territorial (regional) aspects. These
imbalances in practice lead to a significant outflow of labor abroad. The
main reason for the labor migration of Ukrainians abroad in the pre-war
period was the difficulty in finding decently paid work at home. Over the
past five years, the economic factors of migration have intensified political-
ly and security-wise, leading to a rapid increase in migration sentiment and
the intensity of migration.

According to 2020 data, more than 2/3 of migrants (70.4%) were
men, but there was a tendency to a slight increase in male migration under
the influence of military actions. By age groups, male migrants are generally
distributed evenly with some predominance of 40—49 years (24%). At the
same time, compared to men, women migrate later and continue to work
abroad, even after reaching pre-retirement or early retirement age. Most
migrant women are over 40, and a third are over 50. Compared to 2016,
when the majority of migrant workers came from rural areas (54%), the mi-
gration of citizens increased, which in 2020 amounted to 51%. At the same
time, the level of participation of the rural population in labor migration is
twice as high as that of the urban population: 6.9% of peasants aged 15-70
were involved, compared to 3.4% of citizens.

Labor migration has unevenly affected the country's population. The
share of labor migrants recruited from the western regions was 69.4%. The
share of them in the Center was 9.2%, in the South — 8.6%, in the East —
0.8%, in the North — 6%. The level of education of migrant workers is
mostly secondary (64%). However, according to 2020, the share of people
with complete, as well as basic or incomplete higher education compared to
2016 increased slightly — 33.5% vs 30.5%. Most specialists with full higher
education work in the USA (58.3%), Israel (52.5%), Portugal (35%), and
Germany (31.4%). In Belarus, Poland, Russia, and the Czech Republic, mi-
grants with a secondary level of education predominated. According to
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surveys of the State Statistics Service, the main countries of destination for
Ukrainian migrant workers are neighboring countries — Russia and Poland,
as well as the countries of Southern Europe (Italy, Spain, Portugal, Greece).

A comparison of the results of 2008, 2016 and 2020 (Figure 1.1)
shows that the distribution of migrants by employment country has gradu-
ally changed. The share of Russia has decreased, while the share of Euro-
pean countries has increased, including Poland, which is currently the main
destination for Ukrainian workers. The geography of men's and women's
employment is different. Thus, except for Poland, where the largest share

of both men and women, almost a third of women are employed in Italy
(27%), while 31% of men worked in Russia.

60,0%

50,0% 48,1%
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Figure 1.1. Dynamics of migration of the Ukraine's population
by recipient countries in 2008—2020

The transformation of Poland into the main destination for labor mi-
grants from Ukraine was facilitated by the procedure introduced in Poland
in 2008, according to which Ukrainians could work for 6 months during a
calendar year without a work permit, but only at the request of an employer
registered with local authorities. The number of Ukrainians employed in
the Polish economy up to 2021 was estimated at 1.5-2 million.

The amount of earnings naturally differed depending on the country
of residence, legal status and the nature of the work performed. The highest
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earnings were recorded among workers who worked in the United States
and Israel. Almost a thousand dollars reached earnings in Portugal, Italy and
Germany. In Poland, migrants earned an average of USD 584 per month.

According to official income statistics, Ukraine is one of the poorest
countries in Europe. In Ukraine, the official average monthly salary was less
than not only the Polish but also the Hungarian level (Figure 1.2).

Luxembourg I 2142
Ireland | —— 1656
Netherlands I 1636
Belgium I 1594
Germany II—— 1584
France I 1539
Spain IE— 1050
Slovenia NGNS 041
Malta I 777
Greece NSNS 758
Portugal I 741
Poland IS 611
Lithuania I 607
Estonia NN 534
Slovakia NN 530
Czech Republic I 575
Croatia IS 546
Hungary NN 4137
Romania IS 466
Latvia N 430
Ukraine [N 390

0 500 1000 1500 2000 2500

Figure 1.2. List of European countries by average monthly wage in 2020, USD

In general, the average salary in Ukraine was about twice lower than in
Poland, Lithuania, and 5 times lower than in Germany. Map of countries and
territories by net average monthly wage in 2020 is presented in Figure 1.3.

It should be noted that an important factor in the outflow of
population in search of work abroad is the high level of poverty in Ukraine,
especially in the Western regions. Almost 70% of migrants were residents
of western Ukrainian regions.

The outflow of labor led to the fact that after getting a job abroad,
Ukrainians applied for permanent residence status in the recipient country.

DEPARTMENT OF ACCOUNTING AND AUDITING
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Figure 1.4 shows a rapid increase in the number of Ukrainian citizens who
had long-term migrant status in the EU. Just in 2020, 3,400 people were
naturalized in Germany, 2,700 — in Italy, 2,400 — in Poland, about 2,000 in
Portugal and 1,200 in Czech Republic.

Ligurian
Sea

North
Atlantic
Ocean

Figure 1.3. Map of countries and territories by net average monthly wage
in 2020, EUR
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Figure 1.4. Number of Ukrainian citizens with long-term migrant status
in EU countries, thousand people
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Atthe end of 2021 more than two thirds (68.5 %) of Ukrainian citizens
in the EU, holding a residence permit, resided in one of three EU Member
States: Poland (41,5%), Italy (14,7%) and Czechia (12,3%) (Figure 1.5).
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Figure 1.5. EU Member States’ shares in the total number of Ukrainians
holding a valid residence permit in the EU at the end of the year, 2021 (%)
Source: Eurostat (migr_resvalid) and (migr_poplctz)

Insufficient number of highly paid vacancies, rising prices for goods
and services, especially housing and communal services, increase the pres-
sure on the social security system of Ukrainians. Rising prices and tariffs
for housing and communal services has led to the fact that the population
of Ukraine was unable to pay — the debt of the population of Ukraine to
pay for housing and communal services increases annually by 16.5-17%.

Considering the level of employment and its dynamics, it should be
noted that until 2013 there was a slight increase, but the unstable political
situation and the conflict in the East led to a sharp decline in 2014 (for
comparison: in 2013 the employment rate was 60.3 %, in 2014 — 56.7%).
The corresponding trend continued in both cities and villages. The number
of economically active population was constantly declining and the unem-
ployment rate was rising, which amounted to almost 10% in 2020.

DEPARTMENT OF ACCOUNTING AND AUDITING
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Table 1.1. Economically active and employed population in 2014-2020,
thousand people

Years Total. E.conomicall'y Emploxed Unempl(?yed Unemploy- lj:glil:::e?;
population | active population | population | population |ment rate, % unemployed
2014 | 429289 19 035,2 17 188,1 18471 9,7 458,6
2015 | 42760,5 17 396,0 15742,0 1654,0 9,5 461,1
2016 | 425845 17 303,6 15 626,1 16775 9,7 407,2
2017 | 42 386,4 171932 15 495,9 16973 9,9 352,5
2018 | 421532 17 296,2 15 718,6 1577,6 9,1 3417
2019 | 419024 17 381,8 15 894,9 14806,9 8,6 338,2
2020 | 415884 16 917,8 15 2445 16733 9,9 459,2

The situation in the labor market was characterized by a rapid increase
in the number of people employed in the informal sector of the economy.

According to the regional analysis, the rather difficult situation in the
field of employment and unemployment in the eastern regions of Ukraine
has been confirmed. Thus, the highest unemployment rates in 2019 were in
Luhansk (13,7%), Donetsk (13,6%) and Kirovohrad (11,0%) regions, while
in 2006 the highest unemployment rates were in the western regions: Rivne
(9,3%), Chernivtsi (9,3%), Ternopil (9,2%), Zhytomyr (9,1%) regions. Dur-
ing the study period, there was an increase in unemployment in almost all
regions of Ukraine, except Lviv, Kharkiv, Khmelnytsky, Chernivtsi regions.
In Ukraine as a whole, the unemployment rate in 2020 compared to 2016
increased by 0.2%.

Table 1.2. Employment and unemployment levels in Ukraine by regions, %

Labor force Employment Unemployment
Regions participation rate rate rate

2016 2020 2016 2020 2016 2020
Ukraine 62,2 63,4 57,9 58,2 9,7 9,9
Vinnytsia Oblast 61,8 64,0 57,7 58,0 6,6 9,4
Volyn Oblast 63,2 56,9 57,6 50,9 8,8 10,6
Dnipropetrovsk Oblast 62,1 64,4 58,9 59,5 5,1 7,7
Donetsk Oblast 62,8 58,9 59,2 50,9 5,7 13,6
Zhytomyr Oblast 63,7 64,7 57,9 58,5 9,1 9,6
Zakarpattia Oblast 63,5 60,9 59,0 55,4 7,1 9,1
Zaporizhzhia Oblast 62,6 64,1 58,6 58,1 6,4 9,5
Ivano-Frankivsk Oblast 56,1 61,0 51,5 56,6 8,3 7,2
Kyiv Oblast 62,6 63,1 58,8 59,3 6,2 5,9
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Table 1.2 (continued)

Labor force Employment Unemployment
Regions participation rate rate rate
2016 2020 2016 2020 2016 2020
Kirovohrad Oblast 62,2 62,5 57,1 55,6 8,3 11,0
Luhansk Oblast 60,2 68,1 55,8 58,8 7,2 13,7
Lviv Oblast 61,2 61,9 56,1 57,8 8,3 6,5
Mykolayiv Oblast 63,3 65,1 57,7 59,1 8,9 9,3
Odesa Oblast 59,3 62,0 56,2 58,3 51 59
Poltava Oblast 63,0 63,3 58,6 56,6 7,0 10,6
Rivne Oblast 61,5 63,7 55,7 58,4 9,3 8,3
Sumy Oblast 62,8 64,8 57,9 59,8 7,8 7,7
Ternopil Oblast 56,3 59,8 51,1 53,8 9,2 10,0
Kharkiv Oblast 62,6 65,4 58,8 62,1 6,1 5,0
Kherson Oblast 63,9 65,2 58,3 58,9 8,8 9,6
Khmelnytskyi Oblast 63,4 61,9 57,9 57,0 8,6 8,0
Cherkasy Oblast 63,0 64,7 57,4 59,3 8,9 8,3
Chernivtsi Oblast 60,3 63,4 54,7 59,0 9,3 6,9
Chernihiv Oblast 63,7 65,6 58,4 58,9 8,3 10,2
Kyiv City 65,9 67,0 63,6 63,1 35 5,8

The best situation and relatively low unemployment rates in 2020
were in Kharkiv Oblast (5.0%), Kyiv City (5.8%), Kyiv Oblast (5.9%) and
Odesa Oblast (5.9%).

The highest workload per vacancy in 2020 was observed in such
oblasts as Cherkasy (34 people), Zaporizhia (26 people), Vinnytsia (24 peo-
ple), while in 2016 the "leaders" were Ternopil (33 people), Cherkasy (27
people), Ivano-Frankivsk (20 people) regions (Table 1.3).

The lowest indicators of registered unemployed per vacancy in 2018
were in the city of Kyiv (1 person), Kyiv region (2 persons) and Lviv region
(2 persons). In 2016, the lowest rates were in such Oblasts as Kyiv (0.2
persons), Dnipropetrovsk (2 persons) and Donetsk (2 persons). In the re-
gional aspect of the assessment, the adverse impact of the military conflict
in eastern Ukraine, which has led to significant changes in the direction of
labor mobility across the country, is clearly visible.

The negative trend of recent years is the threat of rising unemploy-
ment, especially among young people. One third of the unemployed reg-
istered during the coronavirus pandemic was that category of workers.
At the same time, the largest number of migrants falls on people aged
15-24 years and 30—44 years.

DEPARTMENT OF ACCOUNTING AND AUDITING
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Table 1.3. Load of registered unemployed per vacancy by regions of Ukraine

Regions 2016 2020 Deviation (+/-)
Ukraine 5 6 7
Vinnytsia Oblast 14 24 10
Volyn Oblast 6 -3
Dnipropetrovsk Oblast 2 2
Donetsk Oblast 2 14 12
Zhytomyr Oblast 11 6 -5
Zakarpattia Oblast 6 4 -2
Zaporizhzhia Oblast 4 26 22
Ivano-Frankivsk Oblast 20 6 -14
Kyiv Oblast 4 2 -2
Kirovohrad Oblast 8 9 1
Luhansk Oblast 5 17 12
Lviv Oblast 9 2 -7
Mykolayiv Oblast 11 12 1
Odesa Oblast 5 4 -1
Poltava Oblast 8 5 -3
Rivne Oblast 11 9 2
Sumy Oblast 14 11 -3
Ternopil Oblast 33 8 -25
Kharkiv Oblast 3 4
Kherson Oblast 15 20 5
Khmelnytskyi Oblast 15 8 -7
Cherkasy Oblast 27 34 7
Chernivtsi Oblast 13 4 -9
Chernihiv Oblast 5 10 5
Kyiv City 0,2 1 0,8

The outflow of workers abroad during that period explained by the
difficult working conditions of employers during COVID-19. The practice
of forcibly sending staff on unpaid leave had been introduced at the indus-
trial enterprises due to the reduction of production orders. Another meas-
ure was to reduce the working hours of employees. The labor legislation of
Ukraine allows to reduce the wages of employees only if the corresponding
reduction of working hours. That is, companies considered this option as
another mechanism for adaptation and reduction of operating costs. In
fact, changes to the labor legislation of Ukraine have allowed companies to
implement actively this practice of reducing labor costs.

TRANSCARPATHIAN HUNGARIAN COLLEGE
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Surveys of workers in the industrial sector showed that the share of
workers who worked less than the usual 40 hours per week almost doubled
during quarantine: from 7% to 20%. Despite strict labor laws, a wave of
layoffs took place in Ukraine in 2020. This indicates both an increase in the
number of registered unemployed and the number of mass layoffs. That
means, businesses only partially had taken advantage of other adaptation
mechanisms and at the end they had been forced to release people.

1.2. Estimation of the minimum wage level in Ukraine

One of Ukraine’s competitive advantages over the placement of produc-
tion facilities in Ukraine by foreign companies was the relatively low level
of wages, which was one of the lowest in Europe that noted more thor-
oughly in paragraph 1.1 (Figure 1.2). The size of wages in dollar equiva-
lent decreased significantly due to the devaluation of the hryvnia against
foreign currencies in 2013-2015. During that period, the exchange rate of
the hryvnia against foreign currencies, including the US dollar and the euro
devalued several times. Thus, the US dollar grew 2.4 times and the euro 2
times (Table 1.4). This affected the size of wages in terms of freely con-
vertible currencies, and according to this indicator, the average salary in
Ukraine was even lower than in Moldova.

Table 1.4. Change in the exchange rate of the hryvnia
against the US dollar and the Euro in 2013-2021, UAH

Years Deviation

Currency
2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 |2021/2013
USD 8,0 | 11,9 | 21,8 | 25,6 | 26,6 | 272 | 258 | 27,0 | 27,3 | +241,4%
EUR 10,6 | 15,7 | 242 | 283 | 30,0 | 32,1 | 29,0 | 30,8 | 32,3 | +204,5%

The growth of the minimum wage in those years was minimal and
began to grow actively in dollar terms only in 2016. Thus, in 2016-2021,
the minimum wage increased 2.8 times — from 62.6 dollars. US up to 236.4
US dollars (Table 1.5).

The attractiveness of the industry in terms of employee interest is
influenced by the size of the proposed salary. As a rule, in Ukraine the
minimum wage is set for a large number of positions, but in industry the
average monthly salary in dollar equivalent is on average 3-4 times usually
higher than the minimum wage set in Ukraine.

DEPARTMENT OF ACCOUNTING AND AUDITING
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Table 1.5. Dynamics of the minimum wage and wages in the industry
of Ukraine in 2016-2021

Indicators 2016 | 2017 | 2018 | 2019 | 2020 | 2021
Minimum wage, USD 62,6 | 1203 | 1369 | 1614 | 1852 | 2364
Change to previous yeat, % 12,1%|  921%| 138%| 17.9%| 147%| 27.6%
Average wages in industry, USD 3184 426,2 4523 639,6 625,3 760,6
Change to previous yeat, % 241%| 338%|  61%| 414%| -22%| 21,6%
Zh;zai‘i’nci’;u‘”;gf;; lz‘:l‘:fy 545 | 354 | 330 | 396 | 338 | 322

At the same time, the size of wages varies depending on the region
(Table 1.6). In 2021, the highest paid workers were in Kyiv ($ 769), Kyiv ($
537), Dnipropetrovsk (§ 504), Mykolaiv ($ 493) and Odesa (§ 458) oblasts,
and the lowest paid are Chernivtsi (§ 412), Kherson (§ 411), Kirovohrad (§
416) and Volyn regions ($ 422).

Table 1.6. Dynamics of average monthly wages by regions of Ukraine, USD

Regions Years 2021/2016

2016 | 2017 | 2018 | 2019 | 2020 | 2021 | (+,) | %
Cherkasy Oblast 1992 | 2732 | 3172 | 387,2 | 4313 | 4431 | 2440 | 2225
Chernihiv Oblast 188,0 | 2502 | 2943 | 3424 | 4045 | 4228 | 2348 | 2249
Chernivtsi Oblast 1980 | 2731 | 331,8 | 371,7 | 439,0 | 4124 | 2144 | 2083
Dnipropetrovsk Oblast | 2314 | 310,0 | 3746 | 467,5 | 487,5 | 503,7 | 2723 | 2177
Donetsk Oblast 2783 | 371,7 | 4154 | 5097 | 5452 | 5385 | 2602 | 1935
Ivano-Frankivsk Oblast | 1954 | 260,7 | 3064 | 3723 | 447,7 | 432,9 | 237,5 | 2215
Kharkiv Oblast 2152 | 280,0 | 333,5 | 4027 | 4433 | 450,6 | 2354 | 2094
Kherson Oblast 2058 | 270,9 | 312,3 | 3802 | 429,1 | 4114 | 2056 | 1999
Khmelnytskyi Oblast 208,0 | 2842 | 3300 | 4195 | 479,7 | 4550 | 2470 | 218,7
Kyiv Oblast 250,7 | 327,8 | 409,8 | 5129 | 5296 | 536,5 | 2858 | 214,0
Kyiv City 4342 | 527,6 | 6083 | 7299 | 8079 | 7689 | 3347 | 1771
Kirovohrad Oblast 192,8 | 2556 | 301,1 | 3656 | 421,9 | 4164 | 2235 | 2159
Luhansk Oblast 2352 | 2814 | 321,0 | 3944 | 4728 | 4460 | 2109 | 189,7
Lviv Oblast 220,1 | 2962 | 3372 | 4029 | 4636 | 4633 | 2432 | 2105
Mykolaiv Oblast 2524 | 331,9 | 3749 | 4964 | 5409 | 4934 | 2410 | 1955
Odesa Oblast 2558 | 311,9 | 351,6 | 4295 | 4649 | 4540 | 1982 | 177,5
Poltava Oblast 2220 | 2947 | 367,8 | 4219 | 470,8 | 483,1 | 261,0 | 217,6

TRANSCARPATHIAN HUNGARIAN COLLEGE



CHAPTER 1. ANALYSIS OF THE LABOUR MARKET IN UKRAINE 21

Table 1.6 (continued)

Regions Years 2021/2016

2016 2017 2018 2019 2020 2021 (+,-) %
Rivne Oblast 2232 | 2886 | 3514 | 4469 | 5218 | 4582 | 2350 | 2053
Sumy Oblast 2007 | 276,7 | 3108 | 3753 | 4435 | 4482 | 2475 | 2233
Ternopil Oblast 1871 | 2567 | 3054 | 3733 | 4424 | 4445 | 2574 | 2375
Vinnytsia Oblast 2017 | 2862 | 3403 | 4124 | 4538 | 4748 | 2732 | 2354
Volyn Oblast 201,6 | 2725 | 3260 | 3997 | 430,6 | 421,7 | 220,1 | 2092
Zakarpattia Oblast 219,1 | 3055 | 3657 | 4257 | 4854 | 4533 | 2343 | 2069
Zaporizhzhia Oblast 2397 | 3122 | 3836 | 4738 | 5045 | 5004 | 260,6 | 208,7
Zhytomyr Oblast 1956 | 2709 | 3171 | 3803 | 4372 | 4343 | 2387 | 2220
Ukraine 2534 | 330,0 | 388,7 | 474,4 | 5251 | 5194 | 265,9 | 204,9

Average wages by regions of Ukraine in December 2021 (in hryvnias)

are presented in Figure 1.6.
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Figure 1.6. Average wages by regions of Ukraine
in December 2021 (in hryvnias)
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Wage growth in the regions of Ukraine could be explained due to a
significant outflow of personnel abroad, as well as the hryvnia’s devaluation
and the need to retain existing employees in enterprises. The retention of
employees involved in production lines and performing camera work has
become especially important. A special increase in wages is noticeable in
2021. The reasons for this are increasing migratory pressure on the labor
market. The opening of borders through vaccination and the revival of
economic activity in Europe have helped to restore migratory sentiment. In
addition, in many EU countries, governments have also increased the mini-
mum wage in 2021. Employers abroad are also actively recruiting Ukrainian
workers and are gradually resuming hiring Ukrainians to pre-crisis levels.

In addition, the structure of employment has changed due to quarantine
and the corresponding economic downturn. Although companies abstained
from layoffs during the 2020 pandemic, declining economic activity has led
to staff reductions. At the same time, the least efficient and, accordingly, the
lowest paid workers probably fell under the redundancies. In particular, 60%
of all those who left employment in 2020 belonged to sectors where wages
are lower than the average in Ukraine, which is generally in line with global
trends. This probably had some statistical effect on the average wage.

Disparities between labor supply and demand also persist in the mar-
ket. In recent years, with the exception of the pandemic period, the "lack of
qualified personnel” factor has been steadily gaining weight in business sur-
veys as one of the reasons for holding back corporate profits. During the
corona crisis, the impact of this factor decreased due to reduced economic
activity. However, since the beginning of 2021, the shortage of quality staff
has increased again, which has affected the growth of wages.

1.3. Standard salary of employees of the back office
and management in the automotive sector
Considering the salary proposals for different categories of employees offered
by different employment sites, we observe significant differences and fluctua-
tions. Thus, the average salary of a production line operator fluctuates on aver-
age at § 400-450. The highest average salaries are offered in Zaporizhzhia, Pol-
tava, Lviv and Dnipropetrovsk regions, amounting to § 500-560 (Figure 1.7).
In the Lviv region in early 2016, most companies paid employees less
than § 100. The amount of 28,000 hryvnias was indicated in the job search
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advertisements and another part of the amount was paid in an envelope. In
2017, salaries of $ 300 were announced, and in 2018-2019 — already $ 400.
In fact, due to the massive outflow of workers to earn money abroad, the
need to raise wages for lower-level workers has increased.

Zhytomyr Oblast N 335
Zaporizhzhia Oblast | s 562
Zakarpattia Oblast (Transcarpathia) |00 347
Volyn Oblast TRy 432
Vinnytsia Oblast [t 3y /17
Ternopil Oblast [ T 369
Sumy Oblast TR 382
Rivne Oblast Y , 351
Poltava Oblast [ e 557
Odessa Oblast | 5 65
Mykolaiv Oblast [ TP 318
LvivOblast | >0,
Luhansk Oblast =g 232
Kirovohrad Oblast N EEEEEEEEEEEEEE—— 08
kyiv City | 437
Kyiv Oblast [, 12577
Khmelnytskyi Oblast [ 385 33
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Ivano-Frankivsk Oblast |7 - 387
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Dnipropetrovsk Oblast | S L 564
Chernivtsi Oblast EEEEE——— 308
Chernihiv Oblast |l 452
Cherkasy Oblast | oy = 385

H2021 m2020

Figure 1.7. The average amount of the offered salary
to the production line operators by regions of Ukraine for 2020-2021, USD

According to ODW-Elektrik, the average salary of employees at the
plant is almost 14 thousand UAH (500 USD). Over the past five years, it has
grown by more than 7,000 hryvnias.

It should be noted that at the end of 2021, 8.3% of vacancies in the
field of production in Ukraine were announced for production line opera-
tors (Table 1.7).
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Table 1.7. Distribution of vacancies of employees by regions of Ukraine
at the end of 2021

Region Pm(lii‘:;tion Logistics| Sales Accountant Chief Catego‘ry
operator Manager|Manager Accountant| "Production"
Cherkasy Oblast 205 189 727 375 52 1511
Chernihiv Oblast 157 147 406 191 8 708
Chernivtsi Oblast 175 119 668 310 42 486
Dnipropetrovsk Oblast 67 1225 2599 1550 438 6196
Donetsk Oblast 26 288 677 608 108 2964
Ivano-Frankivsk Oblast 253 189 711 289 31 861
Khatkiv Oblast 26 1057 4096 1814 361 5541
Kherson Oblast 2 156 504 317 49 850
Khmelnytskyi Oblast 421 152 570 322 19 1083
Kyiv Oblast 41 890 2474 518 10683 2391
Kyiv City 27 4165 8 376 4323 21 9 048
Kirovohrad Oblast 12 644 438 236 1053 842
Luhansk Oblast 49 36 119 140 20 507
Lviv Oblast 817 634 1402 752 153 1603
Mykolaiv Oblast 16 267 824 435 58 988
Odessa Oblast 32 838 1985 974 70 2413
Poltava Oblast 229 300 930 541 44 1892
Rivne Oblast 43 133 617 301 41 1 546
Sumy Oblast 13 156 481 224 20 815
Ternopil Oblast 84 106 454 168 9 477
Vinnytsia Oblast 310 255 719 398 40 1243
Volyn Oblast 204 152 447 290 21 701
Transcarpathia 437 110 448 255 34 475
Zapotizhzhia Oblast 85 430 1192 625 199 2170
Zhytomyr Oblast 331 255 568 346 24 1071
Ukraine 4039 12892 | 32432 16 301 4599 48 380

Most vacancies are concentrated in the "manufacturing" category,
but among middle managers, such positions as sales managers, logistics
managers and accountants are most in demand in terms of the number of

vacancies advertised.

Standard salaries of managers and accountants on average range
from § 350-450 depending on the region (Table 1.8), but most of them
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show a 20-30% increase in wages in 2021 compared to the previous one,
which also confirms the thesis of staff shortages due to a significant out-
flow of workers to work in Hungary, Poland, Czech Republic, Slovakia and
other European countries.

Table 1.8 contains information about changes in average wages by
relevant categories of positions in regional context in Ukraine, calculated
on data as of 2020-2021. The highest size of average wage in columns are
highlighted in yellow and the lowest ones — in green.

From the given data we may see that Kyiv City has the highest size of
average wage for positions of sales manager, accountant and chief account-
ant. The lowest indicators in four positions of six are in Luhansk Oblast.

The percentage of indicators deviation is fluctuating from one
oblast to another in different positions. Thus, the largest deviation in the
amount of average wage for production line operator position is observed
in Luhansk Oblast (142,6%), for logistic manager position — in Kirovograd
Oblast (81,4%), for sales manager position — in Poltava Oblast (42,6%).
The largest increase in the average salary for the position of chief account-
ant was observed in Transcarpathia (80,2%). In the "production" category,
the average wage level decreased in all regions in 2021. The largest decrease
was recorded in Zaporizhzhia Oblast (- 57,3%).

In Transcarpathia, Jabil and Yazaki openly offer employees on the
production line a salary of UAH 13,000 (USD 450) and managers on the
production line (senior operators) — UAH 15,000 (USD 525). Competition
creates conditions for wage growth in the region. At the same time, compa-
nies provide their employees with a certain social package to motivate work,
which includes free transportation to work and home, free and discounted
lunches (usually the maximum amount of lunch within which the cost of
lunch is reimbursed is UAH 100 (about 4 §), there is a possibility of intern-
ships abroad (existed before the pandemic). The company provides free
foreign language courses for everyone, 62% of the automotive industry and
related industries are actively involving young people in the workplace, and
it should be noted that recent changes in Ukrainian law prohibit mention in
job advertisements age limit or gender, as it is considered discriminatory in
today’s business environment.

As a rule, short-term contracts are concluded with the lowest level
employees to establish the ability of the employee to adapt to the work
performed by him. Common practice is establishing a probationary period
of up to 3 months for them.
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According to research, 30% of those wishing to get a job spend 1-6
months looking for a job. A survey of employers in 2021 showed that the
replacement of top management vacancies takes 1-6 months, middle po-
sitions — from 2 weeks to 3 months, and the lowest position ("blue collat")
— from 1 week to 2 months.

As for other administrative positions, the analysis of Work.UA data
for 3 months during the study (November—December 2021 and January
2022) allowed us to draw the following conclusions about the size of the
average standard salary of middle and senior managers in the automotive
industry of Ukraine:

*"Chief Engineer" carns an average of 27,500 UAH — this is the
median salary according to 224 vacancies posted on Work.ua with the title
"Chief Engineer" and similar queries synonymous with "Chief engineer",
"GIP", "Deputy Chief Engineer" etc.

e"Head of Human Resources" earns 27,500 UAH — this is the
median salary according to 147 vacancies posted on Work.ua with the title
"Head of Human Resources" and similar queties synonymous with "HR
Director", "HR director", "HRD" etc.

*"Technical director' earns UAH 25,000 — this is the median salary
according to data from 100 vacancies posted on Work.ua with the title
"Technical director" and similar requests-synonyms "Technical director",
"Chief technical officer", "Technical manager" etc.

*"Quality Director" earns UAH 25,000 — this is the median
salary according to 10 vacancies posted on Work.ua with the title "Quality
Director" and similar queries-synonyms "Quality director”, "Quality
Manager", "Chief on quality", etc.

*"Project manager" carns UAH 25,000 — this is the median salary
according to 1130 vacancies posted on Work.ua with the title "Project
manager" and similar queries synonymous with "Project manager"”, "Project
coordinator", "Project manager" etc.

*"Production Manager" carns UAH 22,500 — this is the median
salary according to 332 vacancies posted on Work.ua entitled "Production
Manager" and similar requests-synonyms "Production Director",
"Production Manager", "Deputy Director of Production", etc.

* "Shift Manager" carns UAH 17,500 — this is the median of wages
according to 560 vacancies posted on Work.ua with the title "Master of the
shop" and similar requests-synonyms "Shift Master", "Head of change",
"Master of the site" and others.
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1.4. Impact of Russian-Ukrainian war on the labour market

The full-scale invasion of Ukraine in February 2022 has caused massive ci-
vilian casualties and the destruction of civilian infrastructure, forcing peop
flee their homes seeking safety, protection and assistance. Since February
2022, millions of refugees from Ukraine have crossed borders into neigh-
boring countries, and millions more have been forced to flee within the
country. The Regional Refugee Response Plan developed by UN agencies
together with national authorities, NGOs, as well as civil society organiza-
tions involved countries beyond Europe and globally [18].

According to the UNHCR data, as of 15 November 2022, 7.6 mil-
lion Ukrainian citizens remained abroad because of the war. That said,
around 3 million people stayed in Russia and Belarus, including due to their
forced deportation to Russia [18, p.2]. Therefore, approximately 4.5 million
Ukrainians stayed in other European countries, including 1.6 million are in
Poland as of May 22, 2023 (Table 1.9). As of June 2023, Germany provided
the status of temporary protection to more than 1 million migrants. More
than 100 thousand Ukrainians are registered in Italy, Spain, Bulgaria, the
United Kingdom, and France.

Table 1.9. Countries featured in the Refugee Response Plan

Refugees from Ukraine registered
for Temporary Protection Ref}lgees from
Country Date L. . Ukraine recorded
or similar national .
protection schemes in country
Bulgaria 23.05.2023 159 225 51 365
Check Republic 14.05.2023 519 964 520 234
Estonia 21.05.2023 45 690 71215
Hungary 23.05.2023 36 313 36 313
Latvia 19.05.2023 47 948 31527
Lithuania 19.05.2023 77 610 77 610
Poland 22.05.2023 1605 738 1605 738
Republic of Moldova | 21.05.2023 Not applicable 108 889
Romania 20.05.2023 132 362 94179
Slovakia 21.05.2023 116 718 116 718
Totally 2741568 2713 788

Source: UNHCR statistics [18].

Meanwhile, due to the war, an increase in labor force and Ukrainian
migrants’ spending abroad are positive for the economies of host coun-
tries, although a large wave of migration created a number of challenges,
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including for state finances. At the same time, according to calculations of
NBU [18], the net fiscal effect will be positive for Europe in the long run,
as Ukrainians are actively integrating into the European labor market and
are paying taxes. Ukrainians’ expenses abroad more than tripled in 2022
compared to the previous year, reaching USD 2 billion per month particu-
larly in travel services (Figure 1.8).

2,0
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m2021 m2022

Source: NBU.

Figure 1.8. Imports of travel services, USD billions [18]

As Figure 1.9 shows, the volume of travel imports services rose more
than 4 times in 2022 compared to 2021. Geography of retail network trans-
actions made by Ukrainians in 2022 is presented in Figure 1.9.

In general, as the authors [18] point out, all studies confirm the pos-
itive impact of Ukrainian migrants on the economy of the host countries,
including to the labor market. Thus, Strzelecki et al. (2022) who studied
economic consequences of labor migration of Ukrainians to Poland stated
that Ukrainian migrants added 0.5 pp to annual GDP growth for the period
2013-2018. Due to the war, the estimated additional contribution to annu-
al GDP growth in Czechia, Poland, and Estonia will reach around 1.2 pp
per year, and migrants’ contribution to GDP of Hungary, Latvia, Slovakia,
Lithuania, and Romania will be close to 0.8 pp. The authors also provide as-
sessments results of another reputable organizations (Oxford Economics,
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Deloitte etc.) which indicate the integration of Ukrainian migrants in Po-
land might add 0.2-3.5% to Poland’s GDP growth.
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* Based on surveys of five banks; data cover 84% of total.
Source: bank survey.

Figure 1.9. Geography of retail network transactions in 2022, USD millions [18]

Regarding the labor market of Ukraine, it was significantly trans-
formed during the war and this trend continues. From the beginning of
the full-scale invasion, many enterprises were destroyed or stopped work-
ing. Mobilization increased the shortage of highly qualified personnel. Oc-
cupation, constant shelling, blockade of the sea, lack of light — all this
affected the work of business.

According to the European Business Association (EBA), which
unites mainly large and medium-sized companies and enterprises with
foreign investments, at the beginning of May 2023, 68% of the com-
panies included in the association were fully operational. In addition to
forced layoffs, the work of Ukrainian enterprises was significantly affect-
ed by mobilization.

As of June 2023, most regional companies had up to 20% of con-
scripted employees in the ranks of the armed forces. The tensest sit-
uation is in the Western region, where only 4% of companies do not
have mobilized workers. According to statistics, mobilization affected
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83% of companies in Ukraine. Moreover, half of the companies mobi-
lized every tenth employee; almost 40% of those mobilized were high-
ly qualified employees: engineers, I'T specialists, electricians, mechanics,
machinists, and drivers [8].

In accordance to the State Employment Service data, qualified
workers in labor professions are in the greatest demand among employers
for nowadays. Among all vacancies, companies are primarily looking for
locksmiths, electricians, drivers, tractor drivers, salespeople, accountants,
educators etc. The largest number of vacancies is registered in Kyiv, L’viv,
Dnipropetrovsk, Khmelnitsky, Kyiv and Odesa regions in the following
ptior sectors: security/secutity, construction, retail trade, finance, logistics
and warehouses, transport.

According to the largest online job exchange Work.ua, the labor mar-
ket in April 2023 practically returned to the indicators of 2021. Competi-
tion among job seekers has significantly decreased and practically reached
the pre-war level. Nevertheless, competition is the highest for positions
with the possibility of remote work.

On the one hand, a large part of Ukrainians went abroad, several
million people became internally displaced persons. However, almost 50%
of IDPs have still not been able to find a job. This is due to a sharp dis-
crepancy between the skills of workers and the requirements of employers.

To sum up, estimates presented in this study are essential in the dis-
cussion about the contemporary influence of labor market on automotive
development trends. We find that large-scale immigration from Ukraine
due to the war is a significant factor that define labor potential and oppor-
tunities for further growth of the industry.
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CHAPTER 2
CURRENT STATE AND DEVELOPMENT TRENDS
OF THE AUTOMOTIVE MARKET IN UKRAINE

2.1. Overview of the automotive market in Ukraine for 2016—-2021
The automotive market is one of the most dynamic market in Ukraine. Cars are
durable goods, the demand for which is determined by such groups of factors:

— Obyjective factors: household income, car prices, exchange rate, interest
on loans, interest rates on deposits;

—Subjective factors: consumer perception of the current situation,
consumer sentiment index, willingness to take credit, expectations of
change in the future etc.

External factors that shape the dynamics of the automotive market
in Ukraine include:

*a significant reduction in all macroeconomic indicators (falling
GDP, declining purchasing power, real wages, income and employment)
affects the reduction of car sales;

elack of a clear lending mechanism that can significantly expand the
demand for cars in modern conditions (the terms of the vast majority of
loan proposals remain short-term (1-3 years), and initial payments range
from 30 to 70% of the cost of the car);

*the negative factor is the lack of a clear state target economic
program for the development of the automotive industry and regulation
of the car market (the share of the Ukrainian car market is declining; the
domestic automotive industry is not receiving the necessary investment in
development);

*additional competitive pressure on the new car market is exerted
by the used car market (the development of the secondary car market
allows national dealers to expand the service segment of their activities and
improve the quality of cars, extending their life cycle and minimizing the
burden on the environment);

e the main market trends in the car trade are: reducing the number
of car dealers; transition to the system of sales "to ordet"; intensive
development of the trade-in scheme, which allows you to buy a new car
in exchange for an old one with a surcharge; increase in the number of
environmentally friendly models (the cost of operating a "green car" up
to 5 times lower than cars on traditional fuel, maintenance is slightly more
expensive, but maintenance is cheaper).
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Domestic production does not satisfy consumption, as sales of auto-
motive products exceed production. Domestic production virtually ceases
to function due to high competition with imported producers. Therefore,
the important role in the sale of automotive products is played by trade in-
frastructure companies engaged in the trade of cars, which are divided into
distributors, dealers, sub-dealers.

Car distributors can be divided into two groups: those that work with
a wide range and those that specialize in the sale of cars of certain brands.
At the time of the study, more than thirty companies sell domestic and
imported cars and are dealers in the market.

The first group of distributors includes PJSC "Autoinvestbud" (AIS),
PJSC "UkrAVTO" and PJSC "Bogdan" (ceased to exist in 2020), specializ-
ing in the sale of cars of several major foreign European and Asian man-
ufacturers, as well as domestic cars production. The first group of distrib-
utors includes PJSC "Autoinvestbud" (AIS), PJSC "UkrAVTO" and PJSC
"Bogdan" (ceased to exist in 2020), specializing in the sale of cars of several
major foreign European and Asian manufacturers, as well as domestic cars
production. PJSC "UkrAVTO" is currently the largest in terms of sales and
controls about 30% of the Ukrainian passengers’ car market. PJSC "AIS"
and PJSC "Bogdan" accounted for 10% of the market. Thus, three corpo-
rations control about 50% of the passenger car market, which significantly
increases the risk of monopolization of the Ukrainian market.

The second group includes companies such as PJSC Concept AUTO,
which specializes in the sale of Toyota and Lexus cars, and ALFA auto-
motive group, which sells Mazda cars. In addition, there are mono-profile
(trend) objects of trade infrastructure and so-called multi-profile (3S cen-
ters) in the market, which, in addition to car sales, provide various services
to customers, including those who bought cars in this center. It should be
noted that completely independent distribution companies and companies
that are part of corporate structures mediate the automotive market. The
first include: LLC "Formula Motor Ukraine" (brands "Seat", "Lada"), JV
"Auto Trading" (brands "Skoda", "Volkswagen", "Seat", "Audi", "Nissan"),
LLC "Car World" (brands "Skoda", "Mitsubishi", "Fiat"). The second ones
include "Ukrainian Automobile Holding" (brands "Lada", "KIA" and oth-
ers), which were directly related to the corporation PJSC "Bogdan", LL.C
"UkrAvtoZAZ-Service" (brands "Opel", "Chevrolet"), LLC "SI. EY. Auto-
motive" (brand "Chery"), part of the structure of PJSC "UkrAVTO".
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Thanks to extensive dealer networks, that sales growth is ensured
worldwide. Typically, automotive leaders sell their products through their
own dealer networks, although significant sales are based on partnerships
and dealership agreements. Coverage of the dealer network of Ukrainian
regions is shown in Figure 2.1.
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Figure 2.1. Regional distribution of the car dealer network in Ukraine in 2021

UkrAvto Corporation has a network of car service centers that pro-
vide customers with a full range of services from car sales to warranty and
post-warranty service, currently the largest in Ukraine and has 54 centers.
Due to the scale, the car owner has the opportunity to receive service in all
regional and large district centers.

Winner Ukraine is the second largest dealer network. It has 51 deal-
erships, including brands:

1) the Ford brand — 25 dealerships in Vinnytsia, Dnipro, Zhytomyr,
Zaporizhia, Ivano-Frankivsk, Kyiv, Kramatorsk, Kremenchug, Lviv, Mar-
tupol, Mukachevo, Mykolaiv, Odessa, Poltava, Rivne, Ternopil, Kharkiv,
Kherson, Herson , Cherkasy, Chernihiv, Chernivtsi);

2) the Volvo brand — 9 dealerships (Dnipro, Kyiv — 3 dealerships,
Lviv, Odessa, Poltava, Rivne (only service partner), Kharkiv, Kherson);

3) the Jaguar brand — 6 dealer centers (Dnipro, Kyiv — 2 dealers and
3 services, Lviv, Odessa, Kharkiv);
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4) the Land Rover brand — 6 dealerships (Dnipro, Kyiv — 2 dealers
and 3 services, Lviv, Odessa, Kharkiv);

5) the Porsche brand — 5 dealerships (Dnipro, Kyiv, Lviv, Odessa,
Kharkiv).

The number of divisions distributes the brands: Volkswagen — 30 di-
visions (including 4 separate service partners), Audi — 11 (of which 2 — ser-
vice partners) and SEAT — 17 (including 11 service partners). Representation
reflects consumer demand, as well as the desire to provide their customers
with official quality service in accordance with company standards.

Ukr-Uz Auto, which represents the Ravon brand, has 42 dealerships
in all regions of Ukraine, except Zakarpattia. Hyundai Motor Ukraine cur-
rently has 36 official service centers. They are located in the following cities:
Vinnytsia, Dnipro, Zhytomyr, Zaporizhzhia, Ivano-Frankivsk, Kyiv, Kram-
atorsk, Kremenchuk, Kropyvnytskyi, Lutsk, Lviv, Mariupol, Mukachevo,
Mykolaiv, Odessa, Poltava, Pavlograd, Sumy, Ternopil, Kharkiv.

Renault Ukraine has 35 dealerships, each of which provides af-
ter-sales service (ie has a service station). They are located in 206 cities: Bila
Tserkva, Vinnytsia, Dnipro, Zhytomyr, Zaporizhia, Ivano-Frankivsk, Izmail,
Kramatorsk, Kyiv, Kremenchuk, Kryvyi Rih, Kropyvnytskyi, Lviv, Lutsk,
Mykolaiv, Mariupol, Odessa, Poltava, Rivne, Ternopil, Kharkiv, Kherson,
Khmelnytsky, Cherkasy, Chernihiv, Chernivtsi.

Toyota Ukraine has 31 dealerships from the Toyota brand and 6
dealerships from the Lexus brand. Toyota centers operate in Bila Tserk-
va, Vinnytsia, Dnipro 2, Zhytomyr, Zaporizhia, Ivano-Frankivsk, Kyiv 3,
Kirovohrad, Kremenchug, Kryvyi Rih, Lutsk, Lviv, Mariupol, Mykolaiv,
Poltava, Odessa 3, Rivne, Sumy, Ternopil, Uzhhorod, Kharkiv 2, Kherson,
Khmelnytsky, Chernihiv and Chernivtsi. According to the Lexus brand —in
Dnipro, Kyiv, Lviv, Odessa and Kharkiv.

Nissan Motor Ukraine, Nissan's dealer network in Ukraine, current-
ly has 31 dealerships, which allows the brand to be represented in almost
all regional centers of the country. The official Infiniti service is available in
Kyiv, Odesa, Dnipro, Kharkiv and Khmelnytskyi.

AIS Group of Companies with a wide brand portfolio is represent-
ed in almost all regions of Ukraine. The service network is represented
by both own service stations and partner ones. In the period 2018-2019,
several new stations were opened. Today, AIS is represented in 19 oblasts,
23 cities (mostly oblast centers, but there are also stations in small towns),
and the number of service stations is over 30.
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MMC currently has 29 dealerships for the sale and maintenance of
Mitsubishi cars. They are located in Vinnytsia, Dnipro, Zhytomyr, Zapor-
izhia, Ivano-Frankivsk, Kyiv 4, Kramatorsk, Kryvyi Rih, Kropyvnytskyi,
Lutsk, Lviv, Mukachevo, Mykolayiv, Odesa 2, Poltava, Rivne, Ternopil,
Uzhhorod, Kharkiv 2, Kherson, Kherson, Cherkasy, Chernihiv, Chernivtsi.

The company "AWT Bavaria Ukraine" has 27 dealerships, including
BMW — 19, MINI — 6, Rolls-Royce — 1, Aston Martin — 1. The BMW
centers are located in Vinnytsia, Dnipro, Zhytomyr, Zaporizhia, Iva-
no-Frankivsk, Kyiv, Kramatorsk, Kremenchug, Lviv (2), Mykolaiv, Odessa,
Poltava, Rivne, Uzhhorod, Kharkiv, Kherson, Khmelnytsky. MINI brand
is located in Dnipro, Kyiv, Lviv, Odessa, Kharkiv, and Rolls Royce and
Aston Martin are in Kyiv.

Today Mazda has 21 dealerships under the Mazda brand: Kyiv (3),
Dnipro (2), Kharkiv (2), Vinnytsia, Zhytomyr, Zaporizhia, Ivano-Frankivsk,
Lviv, Mykolaiv, Odessa, Poltava, Rivne, Ternopil, Khmelnytsky, Kherson,
Cherkasy, Chernivtsi.

Haval currently has 12 dealerships in Zaporizhia, Ivano-Frankivsk,
Odesa, Kyiv 2, Kropyvnytskyi, Lviv, Lutsk, Poltava, Sumy, Kharkiv, Kher-
son, Cherkasy, and Chernihiv. In general, the distribution of the existing
dealer network in Ukraine is shown in Figure 2.2.
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Figure 2.2. The main operators of the car market in Ukraine
by the number of dealer network in 2021
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Considering the range of passenger car sales, it should be noted that
until 2016, more and more cars were sold in the high and middle price seg-
ments, while sales of cars in the low-price segment were constantly declin-
ing. According to leading domestic car dealers, the decline in sales in 2016
affected most cars in the higher price segment, while the decline in sales in
the low-price segment was less.

The distribution of regional markets by sales (in thousands of euros)
and share of sales in total car sales revenue in Ukraine in 2020 compared to
2016 are presented in Figures 2.3-2.4.

The red bars in both figures show the revenue from the sale of new
cars in each region. Thus, if in the Zakarpattia region the turnover from car
sales amounted to 27.29 million euros in 2016 and to 38,5 million euros on
2020, then in Kyiv — 2321.4 and 2578,8 million euros respectively.
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Figure 2.3. Revenue (turnover) from car sales (I’ EUK) in Ukraine
in the regional context and the share of regions
in the formation of revenue (%) in 2020

The share of each region in total sales is indicated in the lower left
rectangle. The above data show that in 2016, almost 63% of all new car
sales were in the city of Kyiv, and Khmelnytsky region accounted for 12%

TRANSCARPATHIAN HUNGARIAN COLLEGE



CHAPTER 2. CURRENT STATE AND DEVELOPMENT TRENDS OF THE AUTOMOTIVE MARKET... 39

of this market. In 2021, the share of Khmelnytsky region increased to 17%,
and the city of Kyiv decreased to 51.3%.
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Figure 2.4. Revenue (turnover) from car sales (TEUR) in Ukraine
in the regional context and the share of regions
in the formation of revenue (%) in 2016

The figures also show the number of employees involved in this area.
From these data it is possible to draw conclusions about the effectiveness
of staff. Thus, we can state that the southern regions of Ukraine with fewer
staff can provide more car sales and generate more revenue. For example,
in Odesa Oblast, revenue of € 72.7 million in 2016 was provided by 629
employees, while in Lviv Oblast, revenue of € 73.3 million was generated
with a total of 955 employees. The same situation is in 2020 — revenue of
€ 139,49 million with 986 employees in Odesa Oblast looks pretty much
better than Lviv Oblast, where revenue of € 137,6 million was with a total
of 1175 employees.

In general, since 2016, there is a growing trend in the number of new
cars sold in Ukraine (Table 2.1). The exception is 2020, when the results of
the year due to quarantine measures in the world and particular in Ukraine,
the number of sales decreased by 3.3% compared to the previous yeat.
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Table 2.1. Dynamics of car market capacity in Ukraine in 2016-2020

Years Deviation
Indicators 2020/2016
2016 | 2017 | 2018 | 2019 | 2020 | +/- %
Domestic producton, 45 7.8 58 6.4 43 02 | -105%
thousand units
Imported new cars, 655 | 805 | 784 | 830 | 855 | +200 69%
thousand units
Import penetration rate, % | 93 91 93 93 95 +30 _
Imported used cars, 22 | 708 | 1469 | 4402 | 3859 | +3637 |+1538%
thousand units
Total market,
. 922 | 1591 | 2311 | 529,6 | 475,7 | +383,5 | +316%
thousand units

The increase in market capacity was due to actions that facilitated
the preferential import of cars to the secondary market. In particular, the
situation changed dramatically in 2015, when on August 1, 2015 the Law
1389-VIII "On Amendments to Subsection 5 of Section XX of the Tax
Code of Ukraine to Stimulate the Development of the Used Vehicles Mar-
ket" came into force. This Law introduced a reduction in the excise tax
rate on the import of used vehicles. This contributed to the fact that since
2017 the import and registration of used cars in Ukraine has intensified and
their market share has increased from 24.1% in 2016 to 81.1% in 2020. At
the same time, the share of imported new cars decreased by market from
71.1% in 2016 to 18% in 2020 (Figure 2.5).

In 2021, the total number of new cars sold on the Ukrainian market
amounted to 103,650 units, which is 22% more than in 2020. This is the
highest figure since 2013.

The leaders in sales in 2016-2021 were Toyota and Renault. Kia
took third place in the ranking, replacing the Volkswagen (Table 2.2). The
year 2021 turned out to be quite successful for the automobile market of
Ukraine. However, the market for new cars in Ukraine has been at a mini-
mum since the 2014 crisis. The Ukrainian economy is recovering year after
year, while Ukrainians' purchasing power is growing.

The annual result of 104,000 new cars, although a record for the last
8 years, is small compared to EU countries. For example, in neighboring
Poland in 2021 new cars were sold four times more.

Even in general, the last year was easier for the global car industry
than the quarantine year 2020, but at the same time it was very difficult. The
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main problem in restoring the demand for cars was their shortage due to
lack of components. According to independent estimates, due to the lack
of semiconductors, the production shortage amounted to about 4 million
cars. In Ukraine, the shortage of new cars has been avoided. Although
delivery time have increased for certain models and brands, dealers have

generally managed to meet the needs of customers in 2021.

Figure 2.5. Share of used and new cars in the automotive market
of Ukraine in 2016-2020, %
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Table 2.2. Car sales leaders in Ukraine in 2016-2021, units

Place of Years, name of sellers and number of units
sellers
by years 2016 2017 2018 2019 2020 2021
1 TOYOTA TOYOTA TOYOTA | RENAULT | RENAULT | TOYOTA
8 832 11 069 11 645 14 603 14 360 15272
5 RENAULT | RENAULT | RENAULT | TOYOTA TOYOTA | RENAULT
6 389 8671 8722 12 570 13 315 13 475
3 VW VW VW KIA KIA KIA
5001 6 525 6183 7 586 6 089 9138
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Table 2.2 (continued)

Place of Years, name of sellers and number of units
sellers
by years 2016 2017 2018 2019 2020 2021
4 SKODA SKODA NISSAN SKODA SKODA SKODA
4145 5675 5982 6231 50061 6172
5 KIA KIA SKODA NISSAN NISSAN NISSAN
3982 5320 5403 5333 3834 4815
6 FORD NISSAN HYUNDAI | HYUNDAI | HYUNDAI | HYUNDAI
3612 4757 4979 5099 4031 4797
7 NISSAN HYUNDAI KIA VW CHERRY CHERRY
3 444 4356 4 881 40675 1974 4653
TOTAL 65 562 82 248 81937 88 437 85 450 103 650

2.2. Automotive manufacturing trends by region of Ukraine

An integral and strategically important part of Ukrainian machine-building
complex and industry is the automobile industry, represented mainly by
passenger cars. Decades ago, Ukraine had a powerful automotive complex,
occupying a leading position among automakers in Eastern Europe. Unfor-
tunately, today we have a situation when Ukraine's automotive industry is in
a difficult situation due to the crisis of domestic potential and the intense
negative impact of numerous environmental factors.

Ukraine's automotive industry has declined significantly since inde-
pendence, and the periodization of this process can be described as follows:

1. The automotive potential of Ukraine was laid in Soviet times. Until
1991, the automobile complex of Ukraine included 4 automobile plants: for
the production of passenger cars — Zaporizhia and Lutsk car plants; for the
production of trucks — Kremenchug Automobile Plant; for the production
of buses — Lviv Bus Plant. The projected annual capacity was: Zaporizhzhya
Automobile Plant — 300-350 thousand units, Lutsk Automobile Plant —
17 thousand units, Kremenchug Automobile Plant — 35 thousand units and
Lviv Automobile Plant — 16 thousand units. Automobile plants served more
than 60 enterprises of Ukraine, which produced components, and more
than 300 enterprises of various branches of the USSR. The loss of former
markets and the lack of understanding of the new business conditions led
to the achievement in 2000 of a historic low of production activity in the
automotive industry of Ukraine.

2. The impetus for the revival, especially of the automobile industry,
was the establishment of partnerships with South Korean automakers
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Daewoo, Kia, Hyundai on the joint production of cars and the organization
of car assembly activities on the basis of Ukrainian car plants. In the early
2000s, investors invested more than $1 billion in the development of such
modern enterprises as:

1) Eurocar plant in Transcarpathia — a project designed to produce up
to 100 thousand cars a year;

2) Bogdan Corporation plant in Cherkasy — a new modern enterprise
with a full production cycle of up to 150 thousand cars per year;

3) Renovation and large-scale re-equipment of the Zaporozhye Auto-
mobile Plant (150 thousand cars per year) and a number of other industries.

More than 37,000 people worked at car assembly plants alone. The
share of the industry in total GDP reached 4%, and its export revenue
amounted to almost USD 900 million.

3. 2008 was a fatal year for the domestic automotive industry. In
connection with Ukraine's accession to the World Trade Organization,
preferences for domestic automakers were abolished and the rate of import
duty on imported cars was reduced. The automobile complex of Ukraine
was not ready to compete effectively with foreign automobile concerns.
Coincidentally, it was at this time that Ukraine's economy was negatively
affected by the global financial crisis. As a result, in 2009 the volume of
car production in Ukraine decreased by 83.6% — this is the most significant
decrease in car production in the world.

4. The industrial engineering sector has been significantly affected by
the outbreak of COVID-19. At the same time, the pandemic has revealed
that engineering companies need digital processes with a high degree of
autonomy to ensure uninterrupted production during the crisis.

5. The current war as unprovoked and unjustified military aggression
of Russia against Ukraine started in February 2022. The military conflict
between Ukraine and Russia has led to the severance of economic ties with
the countries, and as a result, the cessation of car production. This not only
negatively affected the domestic automotive industry, but also negatively
affected the forecasts of the world production of passenger cars (Wayland
M., 2022). The conflict has caused logistical and supply chain problems as
well as parts shortages of critical vehicle components. The problems add
to an already strained supply chain due to the coronavirus pandemic and an
ongoing shortage of semiconductor chips.

Up to nowadays, the automotive industry of Ukraine is represent-
ed by only six companies — PJSC "ZAZ" (since 2016 it is called PJSC
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"Promavtoinvest"), Corporation "Bogdan", PJSC "Eurocar", Corporation
"Etalon", PJSC "Bus Chasivoyarsky Plant", PJSC "Cherkasy bus". PJSC
Eurocar and PJSC ZAZ remained the only car manufacturers, producing
7,377 cars in 2021 (Table 2.3).

Table 2.3. Dynamics of manufactured cars in Ukraine in 2016-2021, units

Years Deviation

Types of cars 2020/2016

2016 | 2017 | 2018 | 2019 | 2020 | 2021 +/- %
Passenger Cars 4340 | 7296 | 5660 | 6254 | 4202 | 7342 | +3002 | +69
Commercial Vehicles (CV) 123 486 132 136 51 35 -88 | -72
TOTAL 4463 |7782 | 5792 | 6390 | 4253 | 7377 | +2914 | +65

In general, for the period 2016-2021, the total number of manufac-
tured cars increased by 65.3%, with an increase in passenger car produc-
tion (+ 69.2%) and a significant decrease in commercial vehicle production

(-71.5%).
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Figure 2.6. Dynamics of manufactured cars in Ukraine in 2016-2021, units

As of 2021, the production capacity of automobile enterprises in
Ukraine amounted to about 250,000 cars per year, including large-scale
assembly, in particular, ZAZ (150,000 units), Eurocar (50-100,000 units),
Cherkasy Bus (20,000 units). At the same time, since 2008 part of the pro-
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duction capacity — more than 200 thousand cars a year — has been liquidat-
ed. These are KrASZ (40,000 units), Vipos (45,000 units), Illichivsk Auto-
mobile Units Plant (50,000 units), KrymavtoGAZ (5,000 units), Bogdan
Corporation (50,000 units).

Bogdan is an automobile corporation, one of the main operators
of the automobile market of Ukraine. In July 2021, the corporation was
declared bankrupt and liquidation proceedings were initiated. In the anal-
ysis of manufacturers, the data of Bogdan Corporation were used for the
period 2016-2020.

For now, such enterprises as PrJSC "Zaporizhzhya Automobile Build-
ing Plant" and Pr]SC "Eurocar" are currently engaged in the production of
passenger cars in Ukraine.

Most manufacturers are involved in the field of bus construction:
PrJSC "Zaporizhzhya Automobile Plant" (Pt]JSC "ZAZ"), Corporation
"Bogdan", Pt]SC "Boryspil Automobile Plant", Pt]JSC "Chasivoyarsky Bus-
es", PrJSC "Chernihiv Automobile Plant" and PJSC "Cherkasy Bus". The
latter one also produces commercial vehicles (Figure 2.7).
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Figure 2.7. Production of cars by car manufacturers in Ukraine in 2016—-2020

PrJSC "ZAZ" is the only enterprise in Ukraine that has a full cycle
of passenger car production, which includes stamping, welding, painting,
body equipment and car assembly. The main activities are large-scale (SKD)
and small-unit (MKD) assembly of cars. The company has created and
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is constantly improving a qualitatively new modern high-tech production.
The company manufactures cars, trucks and buses. Resumption of car pro-
duction at the plant "ZAZ" began in 2020 and in 2021 the number of cars
produced by him prevailed over the production of PJSC "Eurocar" — 3866
units against 3476 units (Figure 2.7).

During the crisis of 2014-2015, PrJSC "ZAZ" (still public at that
time) proved to be insolvent. Lack of clear anti-crisis programs and mech-
anisms, insufficient attention to development issues had led to the dete-
rioration of the enterprise. Push factors of the company's difficult situa-
tion were the fall of the domestic market of new cars, the loss of foreign
markets, aggressive environment. Debt liabilities on foreign currency loans
had increased many times due to the jump in the dollar. 2015-2017 were
unprofitable for the company. The bankruptcy case of ZAZ PJSC was ini-
tiated in December 2018. The Commercial Court of Zaporizhia Region
approved the register of creditors' claims in that case. As a result of writing
off the debt of UAH 1.4 billion in 2018 by Prominvestbank, PJSC ZAZ
received a net profit of UAH 1.068 billion.

In the framework of the initiated bankruptcy case, the Commercial
Court of Zaporizhia region on March 11, 2019 ruled on the rehabilitation
of PrJSC "ZAZ" (term — 6 months). The content of the approved reha-
bilitation plan was to bring the company out of bankruptcy as soon as
possible, to preserve the infrastructure of production facilities as much as
possible, to resume passenger car production activities.

The main reasons that led to the introduction of financial rehabilita-
tion at PJSC "ZAZ" were:

— difficult financial and economic condition of the enterprise;

— a sharp decline in the domestic market for new vehicles;

—loss of markets abroad;

— aggressive market environment and debt obligations on foreign
currency loans, which had increased many times due to the sharp devalua-
tion of the national currency.

During 2018, PrJSC "ZAZ" actually reduced production by 13 times
— up to 131 units, mainly due to the almost complete cessation of pro-
duction of cars (one car was produced against 1151 in 2017). In addition,
the production of commercial vehicles decreased 5.6 times — to 85 units.
In 2020, the Zaporozhye Automobile Plant again began mass production
of cars, and his salvation was the signing of a contract with the Renault
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Group. Prior to the start of the project, PJSC ZAZ underwent a large-scale
modernization to meet the international quality standards of the Renault
Group. The plant has implemented the Alliance Production Way quality
control system used by Renault Nissan Mitsubishi. The plant launched the
production of the Renault Arkana crossover in 2020 — the line works on the
principle of large-unit assembly of machine kits. In September 2020, for
the first time since the beginning of the year, ZAZ produced 248 cars, in
total for 2020 — 816 cars and for 2021 — 3866 (Figure 2.7, Table 2.4).

Table 2.4. Structure of passenger car production
by major manufacturers in Ukraine in 2016-2021

Corporations Years 2021/2016
2016 | 2017 | 2018 | 2019 | 2020 | 2021 | +/- | %
ﬁioigjle (BZ;EZ}];EE) 521 1630 | 86 15 | 816 |3866 |3345 | 642,0
Share in total, % 11,7% [ 20,9% | 1,5% | 02% | 192% | 52,4% | 40,7% | —
PrJSC "EUROCAR" 3937 | 6145 | 5659 | 6254 | 3386 | 3476 | -461 | -11,7
Share in total, % 88,2% | 79,0% | 97,7% | 97.9% | 79,6% | 47,1% |-41,1%| -
PJSC "Cherkassy Bus" 5 7 47 121 51 35 30 | 600,0
Share in total, % 0,1% | 0,1% | 0,8% | 1,9% | 12% | 05% | 04% | -
TOTAL 4463 [7782 | 5792 | 6390 | 4253 | 7377 | 2914 | 65,3

Another powerful company, engaged in the production of passenger
cars in Ukraine — PrJSC "Eurocar". This company carries out full-scale pro-
duction of cars and combines the main production processes of welding,
body painting and installation. Production capacity is designed to produce
100 thousand cars a year, and allows increasing the level of car produc-
tion localization with further prospects for export orientation. The total
investment for all years of the company's existence was USD250 million.
The company's shate in car production in 2016 was 88.2%, but by 2021 it
decreased to 47.1%, which is due to the intensification of car production at
the plant "ZAZ" (Table 2.4).

PtJSC "Eurocat" has the following flexible competitive advantages,
which were identified at the stage of formation and received further devel-
opment:

— production and sale of Skoda cars and other brands of the Volkswa-
gen Group;
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— low labor costs of workers and employees of the enterprise, with
their high qualifications;

— integrated system of flexible enterprise management in accordance
with international standards ISO 9001: 2008 and certification for compli-
ance with OHSAS 18001: 2007 standards;

— highly integrated channels and points of sale of manufactured cars
throughout Ukraine through the group "Atoll Holding", which includes the
company;

— flexible production capacity of the plant is 80 thousand cars per
year (large assembly — 30 thousand cars, small assembly — 50 thousand cars
per year) with high-capacity development and high adaptation to fluctua-
tions in customer demand;

— flexibility of the production process is provided by modern tech-
nology, including modern equipment and lines "Transsystem" (Poland),
"Hropinska Mechanical Engineering" (Czech Republic), "Eisenmann"
(Germany) and other leaders in the manufacture of equipment for car pro-
duction, as well as automated control at all stages production operations;

— railway terminal of PJSC "Eurocar" allows to provide transport
services for the European Union, CIS countries and provides flexibility
of external logistics processes (the plant is located two kilometers from
the border with Hungary, Slovakia and close to Solomonovo Technopark,
which reduces costs for delivery by machine and increase performance on
emerging product sales needs);

— high integration with Solomonovo Technopark allows to master the
production of new product models with minimal costs and to ensure the
sustainability of existing competitive advantages and the development of
new ones. Constant attention to the competitive advantages of PJSC "Eu-
rocar" allowed to reach new levels of competition in the domestic market.

As of 2021, the entire model range of SKODA cars was being pro-
duced, but due to the lack of large markets, the company's capacity is used
by only up to 4-5%.

It should be noted that the automotive industry of Ukraine is rep-
resented not only by car assembly companies, but also by companies pro-
ducing components and parts for vehicles. This segment generates 7.7%
of the value added of the machine-building industry of Ukraine. In 2020,
a total of 321 business entities were functioning there with the number of
employees over 51 thousand personals (Table 2.5).
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Table 2.5. Dynamics of the number of employees
in the automotive industry of Ukraine in 2016—2020

Years 2020/2016
2016 2017 2018 2019 2020 AbGc. %o

Indicators

Number of employees in | ) 200 | 4o 579 | 51362 | 53419 | 51008 | +8231 | +192
full-time equivalent units

Growth rate, % — [ +129% | +6,4% | +4.0% | -45% _ -

Sales in the segment in 2020 amounted to USD 512 million, while ex-
ports — USD 1 297 million, or 254% of production. The excess of exports
over sales is due to the fact that most companies work on the scheme of
production on tolling raw materials.

Accordingly, the volume of sales reflects only the cost of services pro-
vided, while exports — the full cost of production. The segment is character-
ized by an average level of value added in production (33.0% in 2020), with
a tendency to decrease in recent years (from 47.6% to 33.0% in 2016-2020).
This is due to the increasing importance of companies in the production of
automotive cables, which actually carry out toll processing of imported raw
materials or components. The main element in the production of components
and parts for vehicles is electrical and electronic equipment for vehicles (78%).

Enterprises in this segment are concentrated in almost all oblasts, the
largest of which are Lviv, Zakarpattia and Volyn oblasts, which together
account for about half of the production volumes and employees of the
industry (Table 2.6).

The largest companies in this segment are subsidiaries of multina-
tional corporations: Yazaki Ukraine LLC, Leoni Waring Systems UA GmbH
LLC, Kromberg & Schubert Ukraine LU LLC, SE Bordnetze—Ukraine
LLC, Fujikura Automotive Ukraine Lviv LL.C, Kostal Ukraine LL.C and
GENTHERM Ukraine LLC, etc. The majority of foreign automotive man-
ufacturers are concentrated in Western Ukraine, which is primarily due to
its logistical proximity to end users (Figure 2.8).

Itis worth noting such a powerful company that operates in Transcar-
pathia, as Yazaki Ukraine LL.C. This business entity is a part of the interna-
tional corporation Yazaki, which manufactures products in the automotive
industry. Yazaki Ukraine was established in 2002. The plant is located near
the city of Uzhhorod, close to the border. Favorable geographical location
is one of the conditions for establishing a company in Ukraine, as all the
company’s products are exported to European countries. The company’s
customers are such leaders in the automotive industry as JLR and BMW.
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Fujikura Vazaki @® GENTHERM UKRAINE

(W.E.T. Automotive systems)
Figure 2.8. Allocation of the biggest foreign components’

manufacturers in Western Ukraine

Uzhhorod also has a foreign-invested enterprise, Ungwire (Hungary),
which produces finished car cable products. Ungwire carries out production
activities on the leased areas of the Uzhhorod Mechanical Plant. Since 2010,
the company is constantly developing and improving working conditions,
motivation system, infrastructure and production. As a result, the company
produced about 159 different types of finished products for VOLVO cars,
in total production in 2020 amounted to more than 1.3 million units.

Currently, there are 22 global and regional manufacturers of car parts
in Ukraine. About 50,000 jobs have been created at these enterprises, with
a total investment of € 800 million in the sector. Ukraine has been and is
interesting for the production of car parts. Ukraine has a developed infra-
structure; there are free production sites and industrial parks, available and
competitive skilled labor, a competitive level of operating costs.

Figures 2.9-2.10 present information on the allocation of component
manufacturers by regions of Ukraine in 2016 and 2020. Number of manu-
facturers in each region is highlighted in yellow, revenue (turnover) is in red
and number of employees is in blue.
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A comparison of the data shown in Figures 2.9-2.10 allows to con-
clude that there is a significant increase in the number of officially registered
producers in Kyiv (from 34 to 57, i.e., more than 23 companies). It caused
a doubling of revenue during this period (from 28,5 to 64,8 million USD)
and an increase in the number of employees (from 557 to 1133 people).

Proximity to the border with the EU, cheap labor and sufficient raw
materials make Western oblasts of Ukraine attractive to partners of Euro-
pean auto giants. In Ukraine, small parts are made for almost all European
cars, including premium brands. These are mostly parts that require a lot of

manual work, such as laying
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Figure 2.9. Allocation of car component manufacturers
by regions of Ukraine in 2016

Cable networks or sewing car seats [14]. That is why Zakarpattia
(Transcarpathia), Lviv and Volyn regions are the most attractive for produc-
tion capacity placement and the volume of revenue turnover and number
of employees there are bigger compare to other regions.

Over the past five years, several large factories have opened in
Ukraine, producing cable assemblies for the European automotive industry.
For most of their owners, this is the second or even third plant in Ukraine.
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About half of the plants produce cable networks. In 2013, the Japanese
company Fujikura entered the Ukrainian market, specializing in the man-
ufacture of cable products for cars of the German concern Volkswagen
Group, including Porsche and MAN. In three years, Fujikura has opened
two plants near Lviv, which currently employs about 2,000 people. Two
years later, the company opened a branch of the plant in Nemyriv (Vin-
nytsia region), which employed 800 people [4].
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Figure 2.10. Allocation of car component manufacturers
by regions of Ukraine in 2020

The German company LEONI has been operating in Ukraine since
2003. It manufactures cable networks for Opel, Porsche, Volkswagen, Audi,
Lamborghini and MAN. Until recently, only one of their plants operated in
Ukraine — in Stryi, Lviv region. In 2017, the German company built a sec-
ond plant in Kolomyia in the Ivano-Frankivsk region. About 1.5 thousand
people work there, and the plant is growing. Prior to quarantine, the com-
pany stated that the number of employees would increase to 3.5 thousand
by the end of 2021. At the end of 2020, more than 5.9 thousand workers
worked at both LEONI plants.

In 2017, Elektrokontakt Ukraine, a division of the German company
Elektrokontakt GmbH, built a plant for the production of cable products
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in Brody, Lviv Region. The German company belongs to the famous
French concern Nexans. This is the company's third and largest plant in
Ukraine, employing 2,500 workers. The plant manufactures cable networks
for BMW, Opel, Audi, Mercedes and Porsche. Similar plants operate in
Przemysl and Zolochiv [4].

Another manufacturer of electric cable products for cars — Sebn — is
slowly moving to the East. In Ukraine, a German-Japanese machine-build-
ing company opened its first plant in 2006 in the Ternopil region. Seven
years later, Sebn decided to increase its presence in Ukraine so much that it
opened two more plants within a year. The first is in Chortkiv in the Terno-
pil region, the second is in Chernivtsi. Three years ago, the group opened
its fourth Ukrainian plant in Khmelnytsky [4].

The plant, owned by a German company with a 120-year history,
Kromberg & Schubert, is located in Lutsk. It manufactures electric on-
board cable systems for BMW, Audi, Mercedes and Volkswagen cars. Pro-
duction in Lutsk was launched 15 years ago, employing 5.5 thousand peo-
ple from Volyn. In 2016, the company opened another plant, this time in
Zhytomyr, which employed 2,000 people. Although cable products are the
most popular in the field of auto parts in Ukraine, the range of products is
much wider [4].

In 2017, two large companies — Bader and Aunde, engaged in sewing
seat covers for Audi, Mercedes and BMW, including the premium segment
— Mercedes-Benz S-Class and Maybach, opened a joint venture in the Lviv
region. Among the company's customers is even the American Tesla. Bader
GmbH manufactures leather upholstery for seats, armrests, steering wheel,
doors, instrument panels, gear levers. Aunde specializes in fabric seat cov-
ers. This is Bader's third plant in the Lviv region since 2006 and the first for
Aunde in Ukraine. In total, Bader plants in the region employ about 3,000
people. The Bader-Aunde Ukraine joint venture employed 800 people [4].

Since 2003, ODW-Elektrik has been operating in the Lviv region,
in Novy Rozdol, producing cables for Volkswagen, BMW, Porsche, Volvo,
Opel cars, and magnetic coils, electromechanical structures for cars and
motor tools [4].

Figure 2.11 shows the mentioned major components manufacturers’
revenue obtained in Ukraine in 2016-2020.

There are also companies in Ukraine that receive orders for small
batches of small products for well-known car brands. Thus, the Mukachevo
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plant "Tochprylad" produces speakers, which are equipped with Land Rov-
er and BMW cars [4]. A branch of the German company Bosch assembles
and repairs starters in Krakovets, Lviv Region, which are installed on cars
of many world manufacturers. In Pereyaslav—Khmelnytskyi, Kyiv Region,
there is a plant of the German company Kostal, which specializes in the
production of automotive electronics. It manufactures steering columns,
switches, and contact systems for Ford, DAG, Audi, VW, Renault, Lam-
borghini, BMW, SEAT and Skoda [4].
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Figure 2.11. Major components manufacturers revenue
in Ukraine in 2016—2020, thousand euros

LLC "Automotive Electric Ukraine" (a division of the international
company Prettl) specializes in the manufacture of cable and wire products
for cars. The company began operations in 2016 on the site of the former
Graviton plant. At the beginning of 2021, Automotive Electric Ukraine
LLC had more than 1,400 employees. The company is developing and in-
creasing production capacity.

Mann + Hummel FT Ukraine Ltd. is a production division of the
German company Mann + Hummel, which manufactures and sells car filters.
The company is headquartered in Germany and has production facilities
in about 80 countries. The peculiarity of this company is that the produc-
tion is aimed at sales in Ukraine. Therefore, Mann + Hummel FT Ukraine
LLC processes raw materials supplied by the Mann + Hummel Filtration
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Technology Poland Limited Liability Company and produces ready-made
filters and components at its own production facilities. Mann + Hummel FT
Ukraine Ltd. is the exclusive distributor of WIX filters and filter elements
for cars and road engineering in Ukraine. The activities of Mann + Hum-
mel FT Ukraine LLLC were characterized by uninterrupted production and
supply of goods, maintenance of staff qualifications and updating the range
and quality of goods. In order to increase the level of profitability, the stra-
tegic plans of the company to increase sales of existing products, expand
markets and introduce new brands of filters in the Ukrainian market.

Among the enterprises producing electrical equipment, it is
appropriate to single out two subsidiaries of TNCs, which produced about
2% of sales of this segment of mechanical engineering: Fujikura Auto-
motive Ukraine Lviv LLC and Relpol_Altera LI.C. Fujikura Automotive
Ukraine Lviv LLLC is part of the Fudjikura group of companies, which
unites 102 companies in 30 countries, was founded in Lviv in 2013. Its
founders are Fujikura Automotive EUROPE SA (Spain) and Fujikura Au-
tomotive Romania SRL. The plant is a full cycle of electrical wiring for
automotive companies around the world (including Volkswagen). Relpol-
Altera is a manufacturer of electrical distribution and control equipment.
The company exports almost all its products to Poland.

Russia’s invasion of Ukraine has led to cut production and sales fore-
casts for the nearest future. The crisis has shuttered factories in Eastern
Europe, and caused spikes in the prices of already precious raw materi-
als. Some factories in Ukraine have tried to keep going amid the invasion.
Nevertheless, several OEMs in Europe and Fastern Europe have paused or
slowed their production due to alack of parts from Ukraine-based suppliers.

The Russo-Ukrainian war severely disrupted the automotive value
chain. Production halt and auto parts supply shortage are the immediate ef-
fect of this crisis. OEMs, including Toyota, Ford, Volvo, Jaguar—Iand Rover,
General Motors, and BMW, have ceased export operations to Russia, with
many of them suspending Russian joint ventures in response to the invasion.

Russia’s invasion of Ukraine has led to cut production and sales fore-
casts for the nearest future. In March 2022, S&P Global Mobility, formerly
IHS Markit, cut its global auto production forecast by 2.6 million vehicles
in both 2022 and 2023 because of the conflict. The worst-case scenario
totaled as much as 4 million lost vehicles. European auto output is expected
to fall about 9% — roughly 1 million cars [5].
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2.3. Protectionism in the automotive market and barriers to entry
For almost thirty years, from the mid-1990s to the present, the Ukrainian car
market has been distorted by the "protection of the domestic manufactur-
er". First of all, in the form of barriers to the import of used cars and high
tariffs on new cars. These barriers gradually intensified in the 1990s at the re-
quest of a domestic manufacturer, the Zaporizhzhya Automobile Plant "Au-
to-ZAZ", until they became de facto banned with the formation of the JV
"Auto-ZAZ-DEU" in 1997. This protectionism exists and nowadays partly.

Protectionism, by definition, is the establishment of certain barriers
to the import of goods or services (rarely — the export of raw materials
for their production), up to total forbiddance, de-jure or de-facto. The tur-
bulent history of the Ukrainian car market makes it possible to trace the
effects of protectionist measures on the car market in Ukraine, their further
forced mitigation and to assess the economic effect, taking into account
both direct and indirect effects.

Let's consider in more details, starting with the historical background.
One of the main preconditions was the collapse of the USSR, after which
the automotive industry, like other producers of consumer goods, was in
crisis. As a result, most of all Soviet car plants went bankrupt, such as
AZLK (Moskvich), or repurposed for the production of commercial vehi-
cles, such as GAZ.

The Ukrainian plant "Auto-ZAZ", which had its own development
"Tavria", should be sold to a powerful strategic investor who could restruc-
ture it and establish production of modern products — as the Czech Re-
public did with "Skoda" and Romania — with "Dacia". However, this would
mean the dismissal of most of the management, as well as probably part of
the workers, as it happened in the Czech Republic and Romania. Therefore,
the management of the plant frantically resisted such attempts.

Global manufacturers such as Group PSA (Peugeot, Citroen) and
Volkswagen offered billions of much-needed dollars to the country at the
time, but the government took a different path — "protecting the domestic
manufacturer". And the government had to protect it primarily from the
import of used cars, because they were a real competitor to the Soviet car
industry — because they fell into a close market niche for the price. Neither
Tavria nor other products of the Soviet-post-Soviet automobile industry
could compete with the new imported cars.

The excise duty on cars as a barrier to the import of imported cars,
was introduced for the first time in the history of independent Ukraine by
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the Law on Excise Duties, adopted on December 18, 1991. Then the rate
of excise duty on cars was 25% of their value, and on GAZ cars — 35%.

On December 26, 1992, the Decree of the Cabinet of Ministers of
Ukraine "On Excise Duty" was adopted, and on its basis the Resolution of
the Cabinet of Ministers of Ukraine Ne 741 was adopted as well. By the same
Decree all cars were divided into "domestic" and "imported". Cars made in
Ukraine were subject to excise duty of 10% of the value, other cars — 35%.

In 1997, cars older than 8 years were banned from importing at all.
In the same year, the government of Pavlo Lazarenko, known for its cor-
ruption, formed on the basis of the Ukrainian ZAZ plant a joint venture
with the Korean company Daewoo Motors, no less famous for corruption
scandals in a number of FEuropean countries. Half of the plant was sold
without a single penny that would replenish the state budget, and without
any active restructuring. Slightly modernized Tavria and its modification
Slavuta remained on the assembly line. Plant management and developers
of uncompetitive cars kept their jobs, and the votes in the JV board were
divided exactly in half (50:50), which, in the end, as expected, led to his
paralysis and complete freedom of management of "AvtoZAZ".

At the same time, in 1997, with active lobbying of Koreans and their
Ukrainian partners, the Law of Ukraine "On Stimulating Car Production
in Ukraine" was adopted. The Law exempted Ukrainian carmakers (repre-
sented by the then only JV "Avto-ZAZ-Daewoo") from duties and VAT
on the import of components, taxes on land and income. Along with that
it imposed prohibitive duties and excise taxes on used cars — so high that it
became unprofitable to import them. The real purpose of those measures
wasn't collecting the import taxes, but the complete cessation of such im-
ports. The government managed to achieve its goal, the market responded
to such restrictions immediately: in 1998 only 1,555 used cars were officially
cleared through customs, in 1999 — only 646, and that was the absolute
minimum in the history of the domestic car market.

Even if there is a need to resort protectionism, it is fundamentally
important that any protectionist measures be implemented for a clearly de-
fined period that cannot be changed. Otherwise, as the deadline approaches,
industry representatives have a strong incentive to invest not so much in
increasing competitiveness as in lobbying for protectionism. The Law of
Ukraine "On Stimulating Car Production in Ukraine" (1997) was initially to
be in force for a period of five years, during which Avto-ZAZ-DEU had to
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achieve a number of indicators, including exports. Despite the fact that the
plant did not actually fulfill any of the conditions, the Verkhovna Rada ex-
tended all protectionist measures for the next five years. Even more, a strong
group of interests in support of protectionism has emerged over the years.
It included the official importers of new cars, which, in turn, were powerful
car concerns. Several new players also decided to take advantage of state
protection and other privileges — in particular, Petro Poroshenko with Bog-
dan Corporation, Dmytro Sviatash's AIS group of companies, and UkrAvto
by Tariel Vasadze. It is very characteristic that all of them had a strong polit-
ical cover, because they understood perfectly well that without it, they would
not be able to maintain for a long-time predatory norm against Ukrainian
society, which enriched their private business. Roughly the same thing hap-
pened in most other countries that resorted to protectionist measures.

As a reaction to the artificial restrictions, the Ukrainian car market be-
gan to shade: cars with Lithuanian registration, temporarily imported into
Ukraine, appeared en masse. At the end of 2002, that scheme was abol-
ished, allowing the owners of already imported cars to clear their customs
duties on preferential terms, but in no way changing the general "rules of
the game".

Barriers had been implementing gradually. In 2005, Euro environ-
mental standards were implemented for the first time. In 2009 an additional
13% of the duty on imports of used vehicles was implemented. In 2013 the
market faced a special duty of 6—13% of the cost of the car, as well as an
additional 5-30 thousand UAH of recycling fee for all imported machines.

Reducing historical barriers to trade is usually the result of years of
bilateral or multilateral negotiations. In particular, as a result of such mul-
tilateral negotiations, the EU and other free trade areas were formed at
one time, and later (with a larger circle of participants) — the WTO, which
imposes restrictions on protectionism.

Ukraine has been a member of the WTO since 2008 and has an ex-
panded free trade area with the EU, Canada and a number of other coun-
tries. It is in order to comply with WTO conditions in Ukraine that the ban
on the import of used cars older than 8 years was lifted. However, domestic
lobbyists have found a way to circumvent the restrictions of these interna-
tional agreements by setting Euro environmental standards for used cars, in-
troducing too high a fee for the first registration of such vehicles, high excise
taxes and other barriers which are not formally belong to duties and quotas.
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In 2008, the volume of automotive production in Ukraine amounted
to 425.8 thousand units per year. Ukraine ranked 12th among European
countries in terms of production. Such results were based on the state's in-
ternal market stimulation program, including concessional lending for new
vehicles and protection of the domestic market from unfair competition,
including from used cars. More than half of the cars and buses sold in 2008
were manufactured by Ukrainian enterprises.

With the acquisition of full membership in the WTO, Ukraine has re-
ceived additional rights to use a set of measures to protect the internal mar-
ket. However, these rights have not been fully exercised in relation to the
national automotive industry. On the contrary, by signing the Agreement
on Accession to the World Trade Organization (WTO), Ukraine reduced
the import duty on imports of cars by 2.5 times, which negatively affected
the domestic automotive industry and fully opened the market for imports
of foreign cars to Ukraine. And for the period 2008-2012, the vehicle mar-
ket has halved, and the share of foreign cars has increased from 50 to 89%.
Production of Ukrainian passengers cars decreased 6 times (Figure 2.12).

In 2012, in violation of the Verkhovna Rada's Procedure Rules, the
Law of Ukraine regarding certain issues of import into the customs territo-
ry of Ukraine and registration wheeled vehicles was adopted. The main goal
was allegedly to improve the environment and harmonize national legisla-
tion with European, in fact — another manifestation of the protectionism
of the "national manufacturer", official importers and dealers of new cars.
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Figure 2.12. The volume of production of passenger cars
in Ukraine in 2003-2021, thousands of units
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When they restricted the official customs clearance of used cars,
people began to look for workarounds: they used the "body replacement"
scheme or imported so-called pickups and buses from abroad, later convert-
ing them into cars. Thus, from 2012 to 2014, about 250 thousand such cars
were imported. There was a whole industry in Ukraine that was profession-
ally engaged in this craft. However, in December 2014, an excise duty was
also introduced on the import and re-equipment of small commercial vehi-
cles weighing up to 3.5 tons, which stopped the operation of such a scheme.

At the time of entry into force of the Association Agreement with
the EU, the importation into the customs territory and the first registration
in Ukraine of cars and buses that do not meet the EURO environmental
standard were prohibited 5. But under the same agreement, Ukraine has
committed itself to reducing import duties on cars within 7 years to the
level set by the agreement. And in four years, the rate of import duty on
cars originating from EU countries has been halved.

Although Annex II to the Agreement "Special measures for pas-
senger cars' stipulates that, for example, in 2018 sales of passenger cars
originating in EU countries should not exceed 22% of the total Ukrainian
market of new cars, and their number — should not exceed for 45 thousand
units, but the actual share of cars originating from EU countries in total
sales since 2018 was more than 70%.

At the same time, even constant state support did not help the once
largest Ukrainian car manufacturer: in 2018, AvtoZAZ actually stopped
producing cars. Production of other "domestic producers" fell to almost
zero as well. From 2018 to 2020, only Eurocar JV operated in the Zakarpat-
tia region, which carries out large-scale assembly of Skoda and some other
models of the Volkswagen AG group of companies, in a meager number
of 5-6 thousand cars per year.

The desire to encourage the purchase of new vehicles and support
the domestic manufacturer has put the used car market in the shadows.
"Euro-vehicles" (Ukrainian name of used foreign-registered cars from EU) began
to appear en masse. In 18 years, from 1997 to 2015, 75,000 used cars were
imported and officially cleared through customs in Ukraine. At the same
time, in 2015 alone, about 600,000 foreign-registered cars were imported to
Ukraine without paying any taxes. However, vehicles imported under such a
scheme did not become the property of those who paid for them; in addi-
tion, they had to be taken abroad periodically in order not to face fines. Most
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of the owners of such cars agreed to pay reasonable taxes (VAT and even
customs duties) in exchange for full ownership and no hassle, but the state
also demanded excise duty, which was several times higher than the cost of
the car. This created a critical mass of dissatisfied people, who, unlike in the
early 2000s, were able to organize and begin to defend their interests.

As a result, in 2016 there was a turning point: excise taxes on used
cars, younger than 2010, equated to the level of new ones. For the first time
in several years, taxes on the import of used cars were not increased, but
reduced. Unfortunately, amendments to the bill by lobbyists (one car a year,
personal import, ban on alienation) limited citizens' choices, blocked the
car business and did not give a chance to solve the problem of "euro-ve-
hicles". However, it was the first step towards the formation of a civilized
car market in Ukraine: in 2017, more than 70,000 cars with mileage were
imported to Ukraine. Among other things, with the reduction of taxes, rev-
enues increased. However, the number of imported foreign-registered cars
continued to grow every year.

Finally, under public pressure, at the end of 2018, the rules of cus-
toms clearance of used cars were changed even more dramatically. Envi-
ronmental standards "Euro-5" for cars have been replaced by "Euro-2",
a new formula of excise duty has been introduced, which provides for its
linear dependence on engine capacity, on the one hand, and the age of the
car — on the other. That eased the situation a bit, and the car market reached
its historic high: in the year since the new rules came into force, more than
400,000 used cars have been imported. Currently, about 30,000 cars with
mileage are cleared through customs every month.

The current uncompetitive plant owner will usually argue that with-
out protectionism, production would perish, workers would lose their jobs,
and the state would lose taxes. However, the production of cars at PJSC
ZAZ did not survive even with the existing protectionist barriers: in Janu-
ary 2019, the plant did not produce a single car. In total, from 1990 to 2016,
4.5 million cars were built in Ukraine. Approximately the same number
of cars were produced in Germany during the 2009 economic crisis. The
number of cars produced annually in Ukraine is insignificant compared to
EU counttries.

According to the latest data, 8,153 vehicles were assembled in
Ukraine in 2021, which is 65% more than in 2020. Monthly dynamics of
motor vehicle production at Ukrainian production sites are presented in
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Figure 2.13. From the total number, there were assembled 7,342 passenger
cars (+ 75%), 43 commercial cars (-16%) and 768 buses (+ 10%). At the
same time, 103.3 thousand new cars were sold. This is 21% more than in
2020, but 25 times less than in Germany.
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Figure 2.13. Monthly dynamics of motor vehicle production
at Ukrainian production sites

Germany in terms of sales in 2021 took first place with the number
of cars sold 2.62 million units. The second place in sales of new cars in
Europe is France, where locals bought 1.66 million cars (+ 0.5%). The third
position in the top 3 largest European car companies was occupied by the
United Kingdom — almost 1.65 million cars (+ 1%).

Thus, the protectionism of the car market in Ukraine is ensured
mainly by the excise tax, which is set relatively low on new cars (and there
it performs a purely fiscal function), but much more — on used. Until 2016,
car tax rates older than 5 years were 15 times higher than for new ones,
which in fact made them banned — such cars simply did not make sense to
import legally, and, accordingly, almost no one did. They were then replaced
by a ban on the import of cars with an environmental standard lower than
Euro-5, which was abolished in 2019 and replaced by an excise tax with an
"age factor", i.e., proportional to age, up to 15 years. Such excise duty also
becomes de facto prohibited for most models over the age of 10.
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Regarding other types of tax duties on imports of second-hand ve-
hicles into the EU from third countries, it should be noted that according
to Directive 2016/1821 / EU of 6 October 2016, the conventional cus-
toms duty on cars is set at the rate of 10% of these vehicles' customs val-
ue. According to Directive 2006/112 / EU, importts of goods from third
countries are also subject to VAT. Used cars are no exception. However,
although this tax is harmonized within the EU, its rates for vehicles are set
individually in each of the Member States. The only requirement when set-
ting the tax rate is its minimum level, defined in the Directive itself, namely
— 15%. Thus, the minimum cost of customs clearance of cars from third
countries within the EU can be 25% of the cost of the vehicle. In addition,
VAT should theoretically be refunded in the exporting country, but in prac-
tice for the secondary market this does not always work, because used cars
are often bought directly from the owners — individuals for whom there is
no VAT refund mechanism. Thus, even without any additional measures,
new cars get a certain "advantage" compared to used ones.

Summing up a comprehensive analysis of the protectionism of the
automotive industry in Ukraine, it should be noted that this phenomenon
has emerged and persists not as a result of conscious economic policy
based on facts and arguments, but purely as a result of lobbying of domes-
tic manufacturers and car traders.

2.4. Prospects of the automotive industry
in the Transcarpathian region

As it has proved above, Transcarpathia has an important leverage effect on
state with number of employees employed, diversity and capacity of the
component manufacturers, share in income of the domestic automotive
industry. The region also has shown potential for growth in the automotive
industry due to its strategic location, skilled labor force, and proximity to
major European markets. Moreover, what is of a paramount importance
for nowadays, the region is the safest place for living and running a business
in conditions of the martial law in Ukraine.

The automotive sector in Transcarpathia was beginning to attract in-
vestments and attention, primarily in the form of component manufactur-
ing, assembly, and related services. As shown in Figure 2.14, a large number
of companies operating in the Transcarpathian region produce products
for the automotive industry.
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Figure 2.14. Production potential of the automotive industry
in Transcarpathia [25]

Key market and financial indicators of main companies in the re-
gion are presented in Table 2.7. As it can be stated according to the given
data, the largest companies on the market are Jabil, Eurocar, Yazaki and
Flextronics — they occupy the first to fourth place in their market. Jabil and
Flextronics simultaneously show a positive trend in increasing market share
for the period 2018-2022. Their market share increased accordingly from
58% to 74% and from 18% to 32%.

Smaller companies (Tochprilad and Forshner), which occupy only
1-2% of the market share, also show a positive trend of improving their
market positions (in terms of market share, market place and place in the
sector) during the period.

When calculating the market indicators, the role of each company
played in the relevant sector or market in view of the main activity was
taken into account.

The concept of "sector" corresponds to the section according to
KVED and outlines the company's branch affiliation in the broadest sense.
For example, enterprises of the automotive industry correspond to section
C — "Manufacturing industry". The company's indicators, calculated within
the sector, indicate the general scale of the company's activities and the
level of its influence on the country's economy as a whole.
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Table 2.7. Key market and financial indicators of the automotive industry
companies operating in the Transcarpathian region*

Jabil Muk-
Circuit | PrJSC | LLC F{}SES; Y "Forshner | achevsky
Indicator YEAR | Ukraine | Euro- | Yazaki TRONICS Ukraine" plant
Limited | car |Ukraine LLC" LLC “Toch-
LLC prilad”
2018 58,71 29,55 14,37 18,71 1,05 1,24
M 2019 58,78 | 27,85 8,67 25,62 0,85 0,97
arket share,
% 2020 58,21 26,58 6,29 28,85 1,14 1,06
2021 68,68 26,11 5,38 30,20 1,42 2,37
2022 74,60 17,35 6,94 32,94 1,38 2,22
2018 1 1 1 2 20 16
The company's | 2019 1 1 4 1 19 19
place in the 2020 1 1 5 1 18 13
market 2021 1 1 6 1 15 8
2022 1 2 4 1 12 9
2018 32,8 2.4 61,2 49,1 17,3 -2,8
Relative 2019 -5,9 18,3 -29,0 36,1 -4.4 -19,0
revenue growth | 2020 -5,1 -8,9 -32.3 26,3 25,5 4.4
for the year, % 2021 24,6 24.4 -4,0 27,6 39,1 45,7
2022 15,2 -29.5 65,7 57 25,3 12,8
The company's | 2018 | 191 84 94 267 1292 1629
place in the 2019 | 212 74 152 195 1390 2 034
sector of its 2020 | 221 77 223 144 1166 1925
main activity 2021 189 70 251 117 819 1260
by revenue 2022 | 153 97 139 107 746 1311
2018 77,6 13,2 -5,6 -131,2 -227.2 79,3
Equity-to- 2019 66,8 20,5 -14,9 -47,3 -208,0 79,9
Assets 2020 86,3 18,5 -29,1 -63,1 -150,8 68,4
2021 82,2 23,7 -16,8 -29.6 -95,0 68,1
2022 78,6 23,8 0,4 -39,0 -62,1 63,8
2018 9,1 7,9 -4.,3 5,1 -102,4 2.1
2019 2.4 11,3 -2,8 27,6 -55,9 2,2
ROA,% 2020 49 2,2 -26,8 -20,3 -66,6 6,2
2021 7,0 37 -7,5 19,5 -13,5 1,3
2022 8,0 39 -7,2 -11,5 4.5 8,5
2018 21,4 — -161,8 - -36 835,0 2,8
2019 -3,2 1228 - - - -2,7
ROE, % 2020 6,0 -10,5 — - - 10,0
2021 9,4 18,6 - - - 1,9
2022 11,4 19,6 -95,1 - - 15,4
2018 8,4 7,1 2,1 6,5 -49,6 2,9
2019 24 7,0 -1,1 35,2 -37,0 -3,7
;Zi;ﬁ)?épm 2020 5.1 15 19,0 225 60,4 12,6
2021 6,7 1,9 -5,7 21,7 -16,2 1,8
2022 7,7 33 -5,6 -13,0 6,1 13,3

*Source: compiled by the authors based on the YouControl data (https://youcontrol.com.ua)
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The concept of "market" — for sectors A, B, C, D, G, H corresponds
to groups, and for the rest of sectors — to sections according to KVED-
2010. Thus, in sector C there are markets similar to groups 29 "Manufac-
turing of motor vehicles, trailers and semi-trailers", 27 "Manufacturing of
electrical equipment"”, etc. The higher volume of aggregate revenue and
the number of companies in the above-mentioned sectors, which requires
a more detailed approach when dividing into markets, explains this feature
of the methodology.

In order to understand financial potential of the chosen companies,
a few financial indicators had been selected for analysis:

1. Equity-to-Assets is a solvency indicator characterizing the share of
the company's equity capital in the total amount of funds invested in its
activities. The higher this ratio, the more the company is financially indepen-
dent from creditors. For non-financial corporations, the optimal value is >=
50%. As Table 2.7 shows, three of six companies (Yazaki, Flextronics and
Forshner) have problems with their solvency during the given period, name-
ly with their equity capital adequacy. Eurocar has a high dependence on debt
capital, as the share of equity capital in the total assets by the end of 2022
was only about 24%. Only Jabil and Tochprilad have the optimal value of
the indicator, since their share of equity in the balance sheet exceeds 60%.

2. Return on assets (ROA) is a profitability indicator that shows how
much profit each hryvnia of the company's assets brings. The ratio gives
an understanding of how effectively the management uses the firm's as-
sets to generate profit. Negative values indicate losses, as in case with both
companies Yazaki Ukraine LL.C and Forshner Ukraine LL.C. Such compa-
nies from the sample as Mukachevsky plant "Tochprilad" and Jabil Circuit
Ukraine generate the largest return on assets — their ratios were 8.5% and
8% accordingly.

3. Return on equity (ROE) is a profitability indicator that captures the
level of profit as a percentage of the company's equity. ROE provides in-
sight into how profitable a company is for owners and investors. Negative
values of ROE indicate losses. If the capital value is negative, the coefficient
is not calculated. This situation with a negative value of equity is observed
in three companies — Yadzaki, Forshner and Flextronics. From the point of
view of investors, the most attractive is Eurocar, which demonstrates posi-
tive dynamics of the indicator and has the highest value of ROE among the
selected companies at the end of 2022, namely 19.6%.
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4. Net profit margin (NPM) is a profitability indicator reflecting the
ratio of net profit to the company's total revenue. The higher the net mar-
gin, the more efficient the company is in terms of converting sales into real
profit. Negative values indicate losses. In this regard, the activities of Yadza-
ki and Forschner are completely unprofitable during the years 2018-2022,
although the latter company went into profit-making activities in 2022.

In general, all the above-mentioned companies have shown a positive
trend of increasing the volume of activity and improving financial stability
and profitability over the past 5 years.

The presence of the following key factors is important for the fur-
ther development of the considered and all other companies operating in
the automotive industry in Transcarpathia, as well as for the prospects of
the whole industry in the region, namely:

Geographical 1ocation: Transcarpathia's proximity to European auto-
motive hubs and markets, in particular due to proximity to the international
highway M3, connecting the region with major European business centers,
could make it an attractive location for automotive manufacturers and sup-
pliers looking to establish production facilities or supply chains.

Skilled Workforce: Ukraine, including Transcarpathia, has a well-edu-
cated and technically skilled workforce, which is crucial for the automotive
industry's success. The availability of skilled engineers, technicians, and la-
bor can support various aspects of automotive production.

Cost-Competitiveness: Ukraine has generally offered lower labor and
operational costs compared to some Western European countries. This
cost advantage could potentially attract foreign investment in the auto-
motive sectof.

Investment and Infrastructure: Investments in infrastructure, transporta-
tion, and logistics can enhance the region's appeal for automotive compa-
nies. Improved roads and rail connections can facilitate the movement of
raw materials and finished products. The region has the developed railway
network and the country's main international railway hub near the border
with Hungary and Slovakia. Airport in the city of Uzhhorod and proximity
to international airports in Lviv (UA), Kosice (SK), Debrecen (HU), and
Budapest (HU) is another additional advantage.

Supplier Networks: The development of a strong network of automo-
tive component suppliers in the region could attract larger manufacturers
who seek to source parts locally.
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Government Incentives: Government policies and incentives aimed at
promoting industrial development and foreign investment could further
boost the automotive industry in Transcarpathia.

Therefore, the region in practice is a center of cluster initiative and a
pioneer in the development of the cluster of the automotive industry and
other high-precision industries. Prerequisites for its creation in the Tran-
scarpathian region based on PJSC "Eurocar", which according to the in-
tegrated assessment has the highest innovation and investment potential
among Ukrainian automakers, were laid down in 2016. An agreement had
been reached in the form of a Memorandum on the creation of a cluster
that was signed between the main participants of the automotive industry,
local authorities and educational institutions in September 2016.

Then the prospects for the creation of such a cluster in the region
were discussed in May 2018 at the Round Table, organized by the Feder-
ation of Employers of Ukraine and Eurocar with the assistance of the
German-Ukrainian Chamber of Commerce. Representatives of the Zakar-
pattia Regional Council, Zakarpattia Regional State Administration, Yaza-
ki-Ukraine LL.C, leading top managers of large Ukrainian companies with
foreign investments, heads of business associations, as well as chambers
of commerce and industry took part in the Round Table. The participants
of the meeting noted that the precondition for the cluster development in
Transcarpathia could be the already formed pool of large car players — Eu-
rocar, Jabil Circuit, Yazaki, Grocklin-Karpaty, Ungweier, Tochprilad, Flex,
Fischer, Forschner, Gentherm Incorporated.

In November 2019, PJSC Eurocar hosted a Forum of Initiatives: Clus-
ters organized by the Federation of the Automotive Industry of Ukraine
and PJSC Eurocar and supported by the German-Ukrainian Chamber of
Commerce, the Chamber of Commerce of the Austrian Embassy, the Tran-
scarpathian Association of Employers' Organizations, Federation of Em-
ployers of Ukraine. The forum laid the foundation for the formation of the
automotive cluster in Transcarpathia. According to [25] the Transcarpathian
automotive cluster is as a platform for the interaction of independent, com-
petitive enterprises of the automotive industry, authorities and educational
institutions with the aim of creating a favorable environment for the devel-
opment of the automotive industry and related industries in the region, and
implementing joint projects in educational, industrial, innovative and other
spheres. The main function of the cluster is solving the most urgent issues
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of the business environment to enable enterprises to focus on increasing the
efficiency and development of their own business processes.

Obviously, a successful automotive cluster relies on a combination
of various conditions that foster its functioning and development. These
conditions collectively contribute to enhancing competitiveness, innova-
tion, and overall growth within the cluster. It is worth highlighting several
defining conditions that affect the functioning and development of an au-
tomotive cluster (Table 2.8).

Table 2.8. Key factors for effective functioning
and development of an automotive cluster*

Factor Description
Physical proximity of automotive-related companies facilitates collabora-
Proximity and tion, knowledge-sharing and efficient supply chain management. Concen-
Concentration tration helps create a critical mass of expertise and resources, making it

casier for businesses to interact and cooperate.

A well-integrated supply chain within the cluster ensures efficient flow of
Supply Chain materials, components, and services. Close collaboration between manu-
Integration facturers and suppliers can lead to cost savings, reduced lead times, and
improved product quality

Access to a skilled and diverse workforce, including engineers, technicians,
Skilled Workforce designers, and managers, is crucial for innovation and production within
the automotive cluster

The presence of research institutions, universities, and innovation centers
Research and supports continuous research, development, and technological advance-
Innovation ments. Clusters that promote innovation contribute to the creation of new
products, processes, and technologies

. Opportunities for networking and collaboration between companies
Networking and PP 8 P ?

; academia, and research organizations foster knowledge exchange, idea
Collaboration

generation, and joint projects that benefit the entire cluster

Efficient transportation, logistics, and communication infrastructure are
Infrastructure and . . . .
Loisti essential for seamless operations within the cluster and for connecting
ogistics .

g with external markets

Supportive government policies, incentives, and regulations can encout-
Government

. age investment, stimulate growth, and attract both domestic and foreign
Support and Policies

companies to the cluster

Proximity to major markets and transportation routes allows cluster mem-
Access to Markets o . .
bers to easily distribute their products and services to customers

Availability of financial resources, including venture capital, loans, and
Access to Capital grants, facilitates business growth, innovation, and expansion within the
cluster.

, Effective cluster management led by industry associations, local author-
Clusters' Manage-

. |ities, or dedicated organizations, plays a role in coordinating activities
ment and Leadership ’ 5 > pray g ’

fostering collaboration, and promoting the interests of cluster members.
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Table 2.8 (continued)

Factor Description

. Availability of advanced technological infrastructure, such as testing facil-
Technological i, . . .
ities, prototyping labs, and advanced manufacturing technologies, enables

Infi . . .
nlrastructure companies to develop and produce high-quality products.

A culture of open communication, knowledge-sharing, and mutual sup-
Cluster Culture port among cluster members helps create a conducive environment for
innovation and growth.

*Source: developed by the authors.

It is important to note that these conditions are interconnected and
contribute to the overall health and vitality of an automotive cluster. Suc-
cessful clusters often evolve over time, benefiting from a positive feedback
loop where the presence of these conditions attracts further investment
and development. Additionally, local factors and the specific characteristics
of the automotive industry in a particular region can influence the impor-
tance and impact of these conditions on cluster functioning and develop-
ment. Most of the prerequisites for the effective functioning of the cluster
in Transcarpathia have been created up to 2022. The partners of the cluster
[25] have even developed a project, the purpose of which is to create a
tavorable legislative environment for the development of the automotive
industry and related industries. The implementation of this goal includes
initiation and adoption at the legislative level of the state strategic docu-
ment regarding creation of conditions for the future development of the
automotive industry and the industrial state support.

Taking into consideration availability of many prerequisites, the ef-
fective functioning of the automotive cluster in Transcarpathia will allow:

*Ensure the possibility of joint development and use of the raw
material base (ensuring uninterrupted supply of high-quality raw materials
at reasonable prices);

* Rationally use the production capacities of enterprises included in
the cluster, which will contribute to the reduction of production costs and
the elimination of inefficient production;

*Reduce commercial risks;

*Increase management efficiency (subordination of business to a
single strategy, reduction of administrative costs due to reorganization of
the management system, etc.);

*Reduce costs along the entire chain of added value from the
production of raw materials to the sale of final products;
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* Ensure efficient scale of production;

* Ensure stable growth of budget deductions at the level of territorial
communities for a relatively short time.

Successfully functioning cluster ensures the development of a whole
group of enterprises that are part of a single technological chain. Final-
ly, the automobile cluster is a more effective object for various forms of
investment promotion applied by the state, as well as targeted budget fi-
nancing, Despite the potential, there may be challenges to overcome, such
as regulatory issues, political stability, and the need for continuous invest-
ments in education and infrastructure.
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CHAPTER 3
INSTITUTIONAL ENVIRONMENT
FOR ESTABLISHING A NEW BUSINESS
IN THE AUTOMOTIVE INDUSTRY IN UKRAINE

3.1. State registration aspects of establishing a new business entity
The Law of Ukraine "On State Registration of Legal Entities, Individual
Entrepreneurs and Public Organizations" regulates the procedure for state
registration of a business entity in the form of a legal entity in Ukraine [12].

State registration of legal entities can be done in paper or electronic
form. Registration on the basis of documents submitted in paper form
(in person or by mail) is carried out by the state registrar exclusively in the
executive committee of the city council of regional significance or in the
district, district in Kyiv at the location of the legal entity. State registration
of legal entities on the basis of documents submitted in electronic form is
carried out regardless of their location.

If the documents are submitted in paper form, the applicant submits:

*passport of a citizen of Ukraine or other identity document;

e national, diplomatic or service passport of a foreigner or other
identity document of a foreigner or stateless person (for foreigners or
stateless persons);

*a document confirming the authority of the legal representative
of the person, or a notarized power of attorney (in the case where the
documents are submitted by a representative / legal representative) (part 2
of article 14 of the Law mentioned above).

Documents submitted for state registration must meet certain re-
quirements, in particular the application for state registration must be signed
by the applicant. In the case of filing an application for state registration by
mail, the authenticity of the applicant's signature must be notarized.

Documents can be submitted in electronic form and a legal entity can
be registered online here:

Online house of justice — an automated system for state registra-
tion of a legal entity (https://online.minjust.gov.ua/registration-ur);

Portal "Diia" — Registration of LLC based on the model statute
(https://diia.govua/services/ reyestraciya-tov-na-pidstavi-modelnogo-statutu).

For state registration of alegal entity (including as a result of spin-off,

merger, transformation, division), the following documents are submitted:
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1. Application for state registration of a legal entity. The application for
state registration of alegal entity formed as a result of division, separation
shall additionally indicate information on separate subdivisions in terms
of their affiliation to the legal entity — the successor. The application
for state registration of a legal entity of private law may state that it
operates on the basis of a model statute, as well as the applicant's request
for registration of a legal entity as a value-added taxpayer. If the model
charter is multivariate, the application for state registration of a legal
entity of private law shall indicate the wording of the model charter on
the basis of which it operates;

2. A copy of the original (notariged copy) of the decision of the founders,

3. Constituent document of a legal entity — in case of creation of a legal
entity on the basis of its own constituent document;

4. A document confirming the registration of a foreign legal entity in the country
of its location (extract from the trade, banking, court register, etc.) — in the case
of a legal entity, the founder (founders) of which is a foreign legal entity;

5. Documents for state registration of termination of a legal entity as a result of
merger and division — in case of creation of a legal entity as a result of merger
and division;

6. A document confirming payment of the administrative fee for state
registration of a legal entity and entry in the Unified State Register.

7. For joint-stock companies (except for corporate investment funds)
— a document containing information on the amount of mandatory payments and other
mandatory costs, the payment of which is necessary to start the company;

8. Ownership structure according to the form and content determined
in accordance with the legislation;

9. Extract or other document from the trade, banking, court register, etc.,
confirming the registration of a non-resident legal entity in the country of
its location — if the founder of the legal entity is a non-resident legal entity;

10. Notarized copy of the document certifying the person who is the ultimate
beneficial owner of the legal entity.

Consideration of documents submitted for state registration and oth-
er registration actions is carried out within the following time limits: for legal
entities — within 24 hours after receipt of documents submitted for state
registration and other registration actions, except weekends and holidays.

The term of consideration of documents may be extended by the sub-
ject of state registration if necessary, but not more than for 15 working days.
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State registration may be carried out in a shorter time, except as provid-
ed by law. The Cabinet of Ministers of Ukraine shall establish the grounds,
procedure and amount of the fee for state registration in a short time.

Grounds for refusal of state registration:

*documents are submitted by a person who does not have the
authority to do so;

e the Unified State Register contains information on a court decision
prohibiting registration;

* documents submitted to an improper subject of state registration;

* the grounds for suspending the consideration of documents within
the established period have not been eliminated;

*documents contradict the requirements of the Constitution and
laws of Ukraine;

e the procedure established by law for establishing a legal entity was
violated;

e the requirement established by the participant for notarization of
the signature during the decision-making on the activities of the legal entity
and / or the requirement for notarization of the transaction, the subject of
which is the share of such participant in the authorized (composed) capital
(share fund) of the legal entity;

* non-compliance of the name of the legal entity with the requirements
of the law;

*in relation to the founder (participant) of the legal entity being
created, the state registration of the decision on termination of the legal
entity as a result of its liquidation was carried out;

ein respect of a legal entity in respect of which the Unified State
Register contains a record of a court decision recognizing completely or
partially invalid decisions of the founders (participants) of a legal entity or
their authorized body, declaring changes to the constituent documents of a
legal entity its part is declared invalid, changes to the constituent documents
of the legal entity are the basis for registration actions;

einconsistency of the information specified in the application for
state registration with the information specified in the documents submitted
for state registration or with the information contained in the Unified State
Register or other information systems, the use of which is provided by law;

*inconsistency of the information specified in the documents submitted
for state registration with the information contained in the Unified State
Register or other information systems, the use of which is provided by law.

DEPARTMENT OF ACCOUNTING AND AUDITING



76 RoBERT BACHO — NINA POYDA-NOSYK: AUTOMOTIVE INDUSTRY IN THE REGIONS...

The message about the refusal to conduct state registration must
contain a reference to a specific rule (paragraph, article) of the law indicat-
ing what was violated during the execution and submission of documents,
and must indicate which paragraph or article of the applicant's document
(statute, protocol) etc.) does not comply with legislation.

Refusal of state registration for reasons not provided for in this arti-
cle, as well as refusal of state registration (legalization) of a trade union, its
organization or association is not allowed.

Refusal of state registration is carried out within 24 hours after receipt
of documents submitted for state registration, except weekends and holidays.

Notifications about refusal of state registration indicating the exclu-
sive list of grounds for refusal and the decision of the subject of state regis-
tration on refusal of state registration are posted on the portal of electronic
services or using the Unified state web portal of electronic services on the
day of refusal of state registration.

In case of refusal of state registration, documents submitted for state
registration (except for the document on payment of administrative fee) are
returned (issued, sent by mail) to the applicant no later than the next work-
ing day from the date of receipt of the applicant's return. After eliminating
the reasons that were the basis for denial of state registration, the applicant
may re-apply for state registration.

State registration administrative fee is charged of the following
amount:

*0.3 of the subsistence level for able-bodied persons — for state
registration of changes to information on legal entities (except public
associations and charitable organizations) contained in the Unified State
Register, except for amendments to information on communication with
legal entities;

75 percent of the administrative fee established by this part — for
state registration on the basis of documents submitted in electronic form.

The administrative fee is not charged for the state registration of
changes to the information:

1. about the legal entity, including changes to the constituent
documents related to bringing them in line with the law;

2. onlegal entities and their constituent documents related to changes
in the administrative-territorial structure of Ukraine, as well as changes in
the location of the legal entity in connection with the change of name
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(renaming) of streets, avenues, squares, squares, embankments, bridges,
other objects of toponymy of settlements.

If the laws set a deadline for compliance with them, the administra-
tive fee is not charged when making changes to the information, including
changes to the constituent documents, within the period specified by law.

An administrative fee of 30% of the administrative fee shall be charged
for the correction of a technical error caused by the applicant's fault.

In case of refusal of state registration, the administrative fee is not
refundable.

The following fee is charged for providing information from the Uni-
fied State Register:

*0.05 subsistence level for able-bodied persons — for providing an
extract for affixing an apostille and an extract in paper form;

*(0.07 subsistence level for able-bodied persons — for providing a
document in paper form contained in the registration file;

75 percent of the fee established by this part for the provision of
the relevant document in paper form — for the provision of an extract
in electronic form and a document in electronic form contained in the
registration file.

The administrative fee and fee for providing information from the
Unified State Register shall be collected in the appropriate amount from
the subsistence level for able-bodied persons established by law on Janu-
ary 1 of the calendar year in which the relevant documents for registration
or request for information from the Unified State Register are submitted,
rounded up to the next 10 hryvnias.

Note: The Law on the State Budget, which entered into force on
January 1, 2022, sets the following main indicators and minimums for the
current year:

eminimum wage — in the monthly amount: from January1 —
UAH 6500, from October 1 — UAH 6700; in an houtly rate: from January 1
— 39.26 hryvnias, from October 1 — 40.46 hryvnias;

*subsistence level (for able-bodied persons): from January 1 —
UAH 2481, from July 1 — UAH 2600, from December 1 — UAH 2684.

It should be mentioned some aspects regarding liquidation procedure
of legal entities. According to the Article 104 of the Civil Code of Ukraine
thelegal entity is terminated as a result of reorganization (merger, acquisition,
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division, transformation) or liquidation. In case of reorganization of legal
entities, property, rights and obligations pass to successors.

Thus, liquidation is one of the forms of legal entity termination.

A legal entity can be liquidated:

1. by the decision of its members (shareholders) or the body of the legal
entity authorized to do so by the constituent documents, including in
connection with the expiration of the term for which the legal entity was
established, achieving the purpose for which it was created, as well as in
other cases constituent documents;

2. by a court decision on liquidation of a legal entity due to violations
committed during its creation, which cannot be eliminated, at the suit of a
participant of a legal entity or a relevant public authority;

3. by a court decision on the liquidation of a legal entity in other cases
established by law — af the request of the relevant public anthority.

It is important to properly determine the company liquidation meth-
od. Meanwhile, a lot of various aspects should be taken into account, in
particular: a company legal status; its financial position; the occurrence
of such encumbrances as pledges; litigations (with debtors, creditors) or a
property seizure, etc.

In order to determine the company liquidation method, the first
thing to be done is to assess its financial position, assets and liabilities. If
the company financial position is positive or zero, then it can be liquidated
by its shareholders’ decision. If its assets are insufficient to comply with its
monetary obligations, then the company should be liquidated through the
bankruptcy procedure.

In case of liquidation of a legal entity by the decision of its share-
holders or the body of the legal entity authorized to do so by the constitu-
ent documents, the procedure of termination of activity will be carried out
in the following stages:

STAGE 1. Adoption of the decision of the owner (participants or
shareholders) on the termination of the legal entity.

STAGE 2. Notifying the body that carries out state registration about
the start of the liquidation procedure.

STAGE 3. Notifying the controlling bodies about the start of the
liquidation procedure.

STAGE 4. Identifying the company creditors and receivables. Noti-
tying creditors of the beginning of the liquidation procedure.
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STAGE 5. Inventory and assessment of the company property, draw-
ing up its interim liquidation balance-sheet and settlement with creditors.

STAGE 6. The company employee’s dismissal.

STAGE 7. Closing bank accounts, revoking certificates, permits and
removing them from the registers.

STAGE 8. Inspection of the controlling body.

STAGE 9. Receipt of certificates from SFSU and PFU.

STAGE 10. Handing over the company documents to the archival
institution, destruction of seals and stamps.

STAGE 11. Entry into the Uniform State Register of the data on the
legal entity termination.

The term for making claims by the creditors to the company may not
be less than 2 (two) and more than 6 (six) months. This period determines
the minimum duration of the liquidation process.

Deregistration of a legal entity in the controlling bodies is possible
only after an audit by the Audit Department of the State Fiscal Service and
receipt of certificates from the tax authority and social insurance funds on
the absence of arrears of taxes, fees and contributions.

3.2. Assessment of the current tax environment for the industry,
types and rates of taxes and features of their payment

The tax burden is one of the basic factors influencing the motivation of
businesses to do business and fulfill tax obligations. Familiarity with the tax
system of Ukraine and tax legislation is not necessary to know what tax
rates will be set for business. It gives an understanding of what is required
of a newly established business under tax law. This is especially important
for foreign business representatives, whose goal is to start their business in
Ukraine without losing money.

When talking about the issue of taxation, in parallel with the term
"tax burden" is often used synonyms, in particular, close in meaning, sci-
entists consider such concepts as "tax pressure”, "tax press", "
modern economic dictionaries, the tax burden is interpreted as the degree,

tax level". In

the level of economic restrictions imposed on taxpayers, which are due to
the deduction of funds for the payment of taxes, distracting them from
other possible uses.

The level of tax burden of the business entity can be influenced by
various factors (Figure 3.1).
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FACTORS AFFECTING THE TAX BURDEN OF BUSINESS ENTITIES

The level of economic development of the country

The nature of government spending

Directions of development of budgetary, investment and tax

External (uncontrolled) policy of the state

L1 factors of influence

Stability of tax legislation

Availability of tax benefits

Tax agreements with other countries

Accounting policy of the enterprise

Form of ownership, organizational and legal form of manage-
ment of the business entity

Type of operational activity

Official registration of the enterprise

Internal (controlled) Wiays to attract financial resoutces

factors of influence Possibility to change the deadline for tax payments

Production structure

Pricing policy

Share of exported products in turnover

Volumes of harmful emissions into the environment

Figure 3.1. Factors influencing the tax burden of business entities

It is impossible to cover all the nuances of business taxation, or to
develop a universal tax scheme for all types of business. Therefore, we will
try to highlight the most important aspects and describe the most impor-
tant situations that will help form a basic understanding of business taxa-
tion in Ukraine.

Being registered with the tax, the company or entrepreneur is auto-
matically considered a taxpayer on general grounds. However, you can im-
mediately apply for the transition to a simplified system of taxation, which
involves replacing the payment of certain taxes and fees with a single tax
with the simultaneous maintenance of simplified accounting and reporting;
However, there is a number of requirements under which businesses can-
not opt for a simplified taxation system:

* some activities (for example, gambling, lotteries, work with excisable
goods, non-residents and others). Their list is clearly defined by law;

e annual income of the enterprise over UAH 7 million per year;
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* taxpayers with both tax and financial debt;

* non-resident legal entities or enterprises.

The Tax Code of Ukraine (TCU) stipulates that the calculation of
taxes is based on accounting data, which is regulated by the National Reg-
ulations (standards) of accounting (PSBO — in Ukrainian abbreviation). It
turns out that the two main documents on which the accounting of enter-
prises is based on the general taxation system in Ukraine are the Tax Code
and the PSBO. PSBO regulates the procedure for determining the income
and expenses of the enterprise, the procedure for document management
and forms of documents.

Legal entities that are on the general system pay the following basic
taxes, fees and mandatory payments according to the TCU:

evalue added tax (VAT) (main rate — 20% of the tax base, which is
determined by Section V of the TCU and adjusted for "received" VAT
from other payers of this tax);

e corporate income tax (rate — 18% of estimated profit, regulated by
Section I1II of the TCU);

*depending on the chosen activity, the following fees and taxes
may be added: excise duty, environmental taxes, duties, land tax, vehicle
registration fee on the territory of Ukraine, etc.

A separate group of taxes is payroll taxes on employees:

* personal income tax (PIT) — 18%;

e military tax (fee) — 1.5%

¢ unified social contribution (USC) — 22% of the total wage bill.

Let’s look at some peculiarities of collecting main taxes and manda-
tory payments.

1. Value-added tax (VAT)

There are three VAT rates: 20%, 14%, 7% and 0% [23]:

1) the rate of 20% applies to all transactions subject to VAT except
specific transactions subject to 7% and 0% VAT;

2) the rate of 14% applies to import and supply of certain agricul-
tural products (products of plant origin such as corn, soybeans, sunflower
seeds and certain other goods) in Ukraine. The 14% rate applies starting
from March 1, 2021.

3) the reduced rate of 7% applies to supply and import of qualifying
medicines and specific medical goods, as well as medicines, medical goods,
and medical equipment for use in clinical trials.
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The 0% VAT rate applies to export and re-export of goods. The
0% rate also applies to the supply of international transport services (con-
firmed by a single international shipping document), toll manufacturing
services (if the finished goods are then re-exported from Ukraine), and
certain other services. Provision of services to a non-resident is not consid-
ered to be zero-rated. Such services are subject to 20% VAT or considered
to be outside the scope of VAT (effectively exempt with no input VAT re-
covery), depending on the place of supply as determined by the legislation.

Transactions that are subject to VAT include the following [23]:

* The supply of goods and services with the place of supplyin Ukraine,
including when the supply is made free of charge (without consideration).

*Transfer of the object of a financial lease to the lessee when the
place of supply is in Ukraine.

* The importation of goods into Ukraine.

* Exportation of goods (0% VAT).

¢ International transportation services (0% VAT).

Since 01.01.2022 B2C supplies of digital services to Ukrainian-based
customers by non-residents would be subject to 20% VAT, unless specif-
ic VAT exemption applies. For these purposes, "digital services" are de-
fined as services supplied via the Internet automatically using information
technologies and mostly without interaction of people, including in a way
of installing special applications on smartphones, tablets or other devices
(subject to certain exceptions) [23].

Transactions that are not subject to VAT include the following
(among others) [23]:

*The issue, sale, and exchange of securities.

* Assignment of claims, transfer of debt.

* The transfer of property from alessor to alessee under an operating
lease and the return of property upon expiration of the operating lease
(other than in the course of import operations).

* Transfer of property right of finance leasing object from one lessor
to another.

* Interest/commission element of lease payments under financial
lease agreements.

* Provision of financial loans and bank guarantees.

e Insurance and reinsurance services supplied by licensed insurers
and services of insurance/reinsurance agents and brokers.
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¢ Payment of royalties and dividends in cash.

* Reorganization of alegal entity (merge, spin-off, accession, division,
and change of legal form).

Transactions that are VAT exempt include the following (among
others):

*Transit of cargo and passengers through Ukrainian territory and
services related to such transit.

*Supply and import of goods and services within international
technical assistance projects or the import of humanitarian aid.

2. The Corporate Income tax (CIT)

In Ukraine, the corporate Income tax rate is a tax collected from
companies. Its amount is based on the net income companies obtain while
exercising their business activity, normally during one business year. Usually,
we state that corporate income tax (CIT) is a direct tax paid by enterprises
on profits from the sale of products (works, services), fixed assets, intangi-
ble assets, securities, currency values, other types of financial resources and
tangible assets, as well as profits from leases, royalties and non-operating ac-
tivities. Revenues from the Corporate Tax Rate are an important source of
income for the government of Ukraine. The dynamic of corporate income
rate is presented on Figure 3.2.
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Figure 3.2. The dynamic of corporate income tax (CIT) rate

in Ukraine during 2001-2021

Source: https://tradingeconomics.com/ukraine/corporate-tax-rate
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From 2022, foreign legal entities can be recognized as residents of
Ukraine — payers of income tax. To do this, Ukraine must be a place of
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effective management of such legal entity, ie a venue of executive body
meetings, decision-making and other operational activities, managing of
bank accounts or personnel, accounting or managerial accounting. That
is, there should be actual management of activities, regardless of the pres-
ence of formal (legal) powers of persons who carry out such management.
Foreign legal entities, who are residents in Ukraine, are not recognized as
controlled by foreign companies, and their profits with a source of origin
outside Ukraine are not subject to taxation.

3. The Personal Income tax (PIT)

All income received from employment in monetary form or in kind
during a calendar year is subject to personal income tax (PIT). This includes
all basic pay, overtime pay, supplemental pay, awards and bonuses, com-
pensation for unused vacation, all other monetary amounts, and additional
benefits granted by employers to employees. Taxable income of foreign
nationals who are residents of Ukraine is determined in the same order as
for Ukrainians.

The standard tax rate of 18% applies to income received as salary and
other benefits under employment and civil agreements, foreign income, and
other income not covered elsewhere.
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Figure 3.3. The dynamic of personal income tax (PIT) rate
in Ukraine during 2004-2021

Source: https://tradingeconomics.com/ukraine/personal-income-tax-rate

Taxable income received from abroad is subject to a tax rate of 18%
as well. The same rate also applies to all passive income (e.g,, interest, div-
idends, royalties, investment profit), unless specified otherwise by a special
article. Thus, dividends paid by resident CIT payers (except mutual invest-
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ment institutions) are taxed at 5%. Dividends paid by non-residents, mutual
investment funds, and non-payers of CIT in Ukraine are taxed at 9%. Div-
idends that are 'not ordinary dividends' are taxed like salary (i.e., 18%) [23].
Income earned by tax non-residents from sources in Ukraine should
be subject to tax under the same order and rates as those for tax residents,
unless otherwise specified by the Tax Code.
The PIT rate has been changing during over the last 15 years (Figure 3.3).

4. Military tax

A temporary 1.5% military tax on personal income was introduced
in August 2014. This is effective until the reformation of the Ukrainian
Military Forces is completed. The completion should be confirmed by the
respective decision of the Patrliament. Tax base for the military tax is the
same as for PIT and is not capped [24].

Ukrainian employers and other tax agents are responsible for tax
withholding, Military tax from income not withheld by a tax agent should
be payable on a self-assessment basis within the deadlines for PIT [23].

5. Unified social contribution (USC)

The USC basic rate (the contribution of a company that pays em-
ployment income/remuneration under civil agreements to individuals) is
22% of the gross remuneration.

The taxable base subject to the USC is capped per individual per
month. Starting from 2018, the cap is set at 15 times the minimal wage set
for the respective month (e.g. UAH 97,500 starting from December 2021
and UAH 100,500 starting from October 2022).

The minimal USC contribution is 22% of the minimal wage set as of
the 1st day of the month of the salary payment (e.g. UAH 6,500 starting
from December 2021 and UAH 6,700 starting from October 2022).

One of the initiatives for 2022 is the abolition of the USC, which
the legislator wants to compensate by increasing the personal income tax
rate. Reducing the total rate of 41.5% (18% + 1.5% + 22%) by 25-30% of
income tax looks economically attractive.

However, it should be kept in mind that USC is paid by the employer,
while the employee pays personal income tax and military tax. It is hoped
that employers will increase the salaries of employees at the expense of
released funds (after exemption from paying USC) to compensate for the
increase in the tax burden on the employee.
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To sum up, during 2004-2014, due to the liberalization of taxation in
Ukraine, in particular, the reduction of the corporate income tax rate by 7%
and the unified social tax rate by 10%, Ukraine reached the best positions
in international rankings in terms of tax burden on business. That was also
influenced by other factors, namely: improved quality of tax administration
(reduction of time for registration, submission of documents and payment
of taxes from 2185 hours in 2005 to 328 hours in 2016, with an average
world index of 240 hours per year) and reduction of the number of tax pay-
ments from 98 in 2005 to 5 (the world average index is 24 payments) in 2016.

The result of the effective tax policy of the Government of Ukraine
was a reduction of the total tax burden on business from 60.3% in 2005 to
37.8% in 2016 with a global average index of 40.5%.

3.3. The foreign investment state regulation

Until 2014, the dialogue between the Ukrainian authorities and investors
was mostly formalized and took place through the work of the Council of
Local and Foreign Investors. At the end of August 2016, it was replaced
by the newly established National Investment Council — an advisory body
to the President of Ukraine, designed to establish a dialogue between gov-
ernment and investors. In addition, in terms of strengthening the dialogue
with investors, a key element became the creation of the institution of an
independent business ombudsman, which is a "lawyer" of business before
government agencies. It is the key element of an anti-corruption initia-
tive agreed between the Ukrainian government, international organizations
(EBRD and OECD) and a number of Ukrainian business associations. The
importance of this institute is evidenced by the results of its work: as of
January 2022, since its inception, 10,423 complaints were considered, most
of which relate to excessive tax audits, blocking tax invoices, electronic
VAT administration, actions of state regulators (State Inspectorate for Ar-
chitecture and Urban Planning (DIAM), State Service of Ukraine for Ge-
odesy, Cartography and Cadaster, Antimonopoly Committee of Ukraine
(AMCU), etc.), inaction of the National Police, etc. [1].

Among the territorial and organizational forms of FDI incentives
that have become widespread in Ukraine are industrial parks. The purpose
of their creation is to intensify industrial production, create new jobs, and
stimulate economic development and infrastructure development. Since
June 2012, when the Law of Ukraine "On Industrial Parks" was adopted,
52 industrial parks have been registered in the country (as of January 2022).
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Regarding the encouragement of foreign investors in various invest-
ment periods, a number of regulations have been adopted on tax incentives
and benefits, the vast majority of which are related to exemption from
import duties, income tax, VAT. Among the "innovations" proposed by
the government at the World Economic Forum in Davos (January 21-24,
2020) to foreign investors were tax holidays. They meant no payment of
income tax for 5 years to those who would invest § 10 million in future pri-
vatization. In addition, personal managers (so-called "investment nannies")
are offered for large investors who would like to invest (or have already
invested) in Ukraine at least § 100 million [17]. This proposal, however
slightly modified, was transferred to the Draft Law Ne3760 "On state sup-
port of investment projects with significant investments", which was voted
on December 17, 2020 and which [13]:

edetermines the organizational, legal and financial principles of
state support for investment projects with significant investments (€ 20 +
million, 80+ jobs; 115+% of the average salary in the industry / region);

* provides a number of benefits from the exemption of import duties
on new equipment (equipment) and components imported into it for the
implementation of the investment project, provides a preemptive right to
use land of state or communal property for the investment project, at the
expense of state and local budgets highways, communication lines, utilities
required for the project) and establishes the status of a government agency,
which includes investment managers ("investment nannies");

*the amount of state support may not exceed 30% of the amount
of investment in the project, and the term of its implementation — up to
5 years;

ethe document will not cover companies that have arrears of
mandatory payments in excess of 10 minimum wages.

Companies that have not disclosed information about the ultimate
ownet, in which more than 50% of shares belong to offshore companies,
companies with more than 10% of shares from the aggressor state and
companies registered in it or on the sanctions list of Ukraine cannot apply
for assistance.

Such offers are often perceived by investors as neutral, as it is not
so much the benefits that are important as the ease of doing business, in-
vestment protection and the invariability of the rules of the game. In this
context, it is appropriate to mention legislation that is in fact stimulating:
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1. Law of Ukraine "On Amendments to Certain Laws of Ukraine
on Removing Regulatory Barriers to the Development of Public-Private
Partnerships and Stimulating Investment in Ukraine" Ne817 of November
24, 2015, which provides for expanding guarantees for private investors
and resolving conflicts between legislation in the field of public-private
partnership (PPP) [9]:

— the mechanism for transferring the right to use land plots provided
in the prescribed manner to a private partner for the construction of a PPP
facility has been simplified;

— additional mechanisms of state support of a private partner have
been introduced by the possibility of providing payment for the readiness
(availability) of the facility for operation and supply of the private partner
with the necessary goods (works, services);

— it is given an opportunity to conclude a mixed agreement within
the PPP, the terms of which are determined in accordance with the civil
legislation of Ukraine;

— therightof aprivate partner to suspend the fulfillment of investment
obligations is determined if the prices (tariffs) for goods (services) subject
to state regulation become economically unjustified.

2. Law of Ukraine "On Amendments to Certain Legislative Acts of
Ukraine on Removing Barriers to Attracting Foreign Investments" of May
23, 2017, (conditions and rules of employment of foreign citizens have
been relaxed);

3. Law of Ukraine "On Amendments to Certain Legislative Acts of
Ukraine on Stimulating Investment Activity in Ukraine" of September 20,
2020;

4. Resolution of the Cabinet of Ministers of Ukraine "On some
issues of registration of representative offices of foreign economic entities
in Ukraine" Ne893 of October 23, 2019. (Facilitation of opening of
representative offices by foreign companies: registration fee reduced from
$ 2,500 to 1 subsistence level for able-bodied persons; registration period
reduced from 60 to 20 working days).

5. Due to the introduction of currency liberalization on the repatria-
tion of dividends, as well as the entry into force on February 7, 2019 of the
Law of Ukraine "On Currency and Foreign Exchange Transactions", both
businesses and individuals received more "currency freedom". The law en-
abled Ukraine's transition to a liberal and transparent regulatory system [10]:
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¢ Currency control was abolished for foreign economic transactions
in the amount of up to UAH 150,000, and for all transactions in the amount
of over UAH 150,000 — currency supervision was introduced.

¢ In the case of free movement of capital, procedures are informative,
not permissive.

*The deadline for settlements on foreign economic activity
operations has been increased from 180 to 365 days. Sanctions in the form
of termination of foreign economic activity for violation of terms of
settlements under the concluded contracts are canceled.

* Canceled registration of loans from non-residents, etc.

Recent bills adopted on December 16, 2021, which could contribute
to attract investment, are:

1. Law of Ukraine "On Amendments to the Tax Code of Ukraine to
create favorable conditions for attracting large-scale investment in industrial
production" (project Ne5688) — proposed to exempt from corporate
income tax for ten consecutive years for activities in the territory and within
industrial park and directing profits exclusively to development, without
accrual and payment of dividends;

2. Law of Ukraine "On Amendments to the Customs Code of
Ukraine to create favorable conditions for attracting large-scale investment
in industrial production" (project Ne5689) — proposed to exempt from
duty new equipment (equipment) imported by participants of industrial
parks included in the Register of Industrial Parks, exclusively for own use
for their activities in the field of processing industry, or research activities,
provided that the relevant goods are manufactured not earlier than three
years before the date of their importation into the customs territory of
Ukraine and were not in use.

In total, over the years of independence, Ukraine has adopted more
than 100 legal acts (laws, decrees, orders, regulations, instructions, etc.),
which directly or indirectly relate to FDI and the activities of foreign inves-
tors. Some aspects of FDI are regulated by the Commercial and Tax Codes
of Ukraine, currency, customs, banking and land legislation, legal acts on
innovation, privatization, entrepreneurship, securities and stock market, as
well as international legal acts to which Ukraine is a party.

Despite the fact that FDI is present in all sectors of the Ukrainian
economy, their distribution is not balanced. In recent years, FDI in Ukraine
has increasingly flowed into finance and trade, and less and less into the real
sector of the economy.
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Foreign investors in Ukraine focus mainly on the domestic market,
especially on sectors with rapid capital turnover, not related to foreign trade,
and those that do not require long-term investment and development of
new technologies — wholesale and retail trade (accumulated § 5,662.5 mil-
lion, or 15.8% of the total), financial and insurance activities ($ 4,557.6 mil-
lion, or 12.7%), and real estate transactions ($ 4,595.7 million, or 12.5%).

The strong domestic market and the growing trend of consumption
have led to the active activity of foreign investors in the field of retail.
Today, international players such as Metro Group, Auchan, Rewe Group
(Billa) and Spar operate in the market.

The undisputed leader in terms of available investment potential and
investment activity among the regions of the country is the city of Kyiv.
This is objective, because it is the capital of the state, where a significant part
of financial resources circulates, market infrastructure is actively develop-
ing, trends in construction and transport development are improving every
year. In addition, the chances of FDI inflows have industrialized regions,
promising in terms of production and business potential. At the end of
2019, Kyiv accounted for 54% of all FDI, Dnipropetrovsk region — 10.6%,
Kyiv —4.6%, Donetsk — 3.9%, Odessa — 3.6%, Poltava — 3.3%, Lviv — 3.1%.
The smallest amounts of investments came to Ternopil, Kirovohrad, Cher-
nivtsi, Sumy and Rivne regions, where the total amount of FDI is slightly
more than 1.4%.

In his speech at the Second Annual Ukrainelnvest Forum "MAKE in
UA" in December 2021, the Prime Minister of Ukraine D. Shmygal outlined
7 key priorities on which the government is focused and which will promote
economic development and attract investment in the coming years [2]:

*high-quality implementation of the law on state support of
investment projects with significant investments;

e further digitalization, reduction of bureaucratic burden, as well as
support of the IT sector;

ereducing the role of the state in the economy through the
privatization of state-owned enterprises, as well as the development of
public-private partnerships and concessions in various fields: from ports
and roads to gas production;

e completion of land reform. Support for agriculture through the
development of the irrigation system, as well as support for projects with
significant added value;
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*launch of industrial parks;

¢ cheap and long money for development;

e correct market design.

The Prime Minister reminded that in February 2020 the law "On state
support of investment projects with significant investments in Ukraine"
came into force, which provides customs, tax, infrastructure, land benefits
for investment projects worth over 20 million euros. In addition, the Prime
Minister noted that the Government continues to translate communication
between the state and business into electronic form, so that such relations
are as comfortable, transparent and convenient as possible. Currently, more
than 30 electronic services for businesses and individuals are available on
the Dija e-portal, and according to him, business registration services are
one of the fastest in the wotld.

3.4. Bureaucratic environment, obstacles, existing risks and threats
For now, the vast majority of FDI is concentrated in a small number of
Ukrainian regions, which provide access to capacious local markets and
have access to foreign markets. At the same time, significant differences in
the distribution of FDI are due to not only economic / industrial potential
and business activity, but also the activity of local authorities in attracting
and encouraging investors.

The investment attractiveness of the country's regions tends to change
every year, due to various factors: the military-political conflict in the east
(which led to a significant reduction in investment in Donetsk and Luhansk
regions and the withdrawal of FDI), and the signing of the Agreement
on association in 2014 and its full entry into force on September 1, 2017.
This allowed increasing the investment rating of most regions, especially
those that are territorially closer to European borders. FDI today can be
a key factor in the development of economic activity in such Euroregions as
the "Carpathian Euroregion", "Bug" and "Upper Prut", helping to increase
the level of socio-economic development of territories [26, p. 252].

The growing degree of investment heterogeneity can lead to extreme-
ly negative consequences: social stratification of the population, the forma-
tion of depressed zones of economic development, weakening economic
ties between regions, and so on. It should be noted that in recent years, there
has been a change in the position of some regions in terms of investment
"attractiveness", but this was mainly not due to improved situations in spe-
cific regions, but due to deteriorating economic performance in others.
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The state — represented by the parliament and the government — plays
a crucial role in creating a national system of attracting and distributing in-
vestment capital, but its "shortcomings" during the years of independence did
not create an attractive investment climate, characterized by the presence of:

* lengthy and costly administrative procedures. The process of investor entry
— creating a company / branch (or attracting investment through privat-
ization), obtaining licenses, permits, certificates, allocating land, etc. — de-
spite improving the country's position in the Doing Business-2020 ranking
(Ukraine took 64th place, improving positions on indicators: "obtaining
a building permit", "connection to the grid", "property registration", etc.
[3]), still takes a long time, it involves a large number of public authorities,
which does not allow to overcome numerous bureaucratic obstacles. The
initial stage of large-scale investment projects lasts 1.5-2 years. This term is
a deterrent to investment, especially in high-tech production, which leads
to high transaction costs. In a UNCTAD report on global investment, S.
Lall, a professor at Oxford University, said: ... Creating a strategy for attracting
FDI is an art, not a science ... you should just reduce the barriers to attracting them and
minimize the cost of doing business..." [22)].

* lack of strategic documents that form the current priorities of socio-eco-
nomic development and public investment policy. Most of the current doc-
uments are approved by other macroeconomic and foreign policy realities
and do not meet the stated priorities of public policy. The system of state
regulation of FDI is largely based on principles that differ significantly
from those that determine the essence of the current economic situation.
In addition, the current legal framework is still based on decisions, most of
which were made in the 1990s and early 2000s.

e weak coordination of actions of public administration bodies involved in the
implementation of investment projects. This often makes it impossible to
consistently put into practice both policy orientations and real results. Such
coordination should be facilitated by an institution with a leading role in en-
suring interaction and coordination between FDI initiators and regulators.

Since the beginning of 2014, the deployment of hostilities in the
east of the country and adverse economic processes, the adverse effects on
foreign exchange and monetary policy have increased because of negative
domestic political events. It is known from the theory that the increase in
the exchange rate stimulates the inflow of foreign investment and at the
same time the export of profits on foreign investment; the fall leads to a de-
crease in foreign capital inflows. The depreciation of the Ukrainian hryvnia
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over the past 7 years should contribute to the inflow of export-oriented
FDI. In practice, however, this has led to significant currency instability for
foreign investors, most of whom have been forced to hedge the risks of
currency fluctuations in international financial markets.

In order to summarize the risks associated with FDI flows in Ukraine
up to 2022, a map of risks that hinder the interests of investors has been
developed (Table 3.1). The map depicts the main risk groups for investors in
Ukraine, the probability of their occurrence and the degree of their danger.
In compiling the risk map, the authors focused exclusively on the conditions
of the country in which the borrowed capital operates — Ukraine — and
therefore the risks associated with intra-firm activities were not considered.

Table 3.1. Types of risks for investors in Ukraine as of the end of 2021

Types of risks

Non-economic origin Economic origin

Risk of political instability

and Geopolitical Tensions
variability of political course, distrust of public

Risk of natural disasters and cataclysms
natural disasters: floods, villages, earthquakes,

. L hurricanes, etc.
authorities, weakness of political institutions

Risk of restriction of financial transac- Risk of depletion of energy resources
tions in Ukraine probability of losses from limited extraction of raw materials (eg coal,
measures to restrict bank transfers, settlement coke, peat, natural gas, oil, etc.) to generate
transactions, export of capital abroad, etc. electricity and heat
Risk of violation of property rights Risk of depletion of skilled labor
nationalization, forced alienation, non-enforce- migration of highly qualified able-bodied
ment of property arbitration awards population abroad

Risk of legal instability

changes in business standards, administrative Risk of depletion of raw materials,
barriers limited extraction of mineral resources;
Risk of social instability depletion of minerals

protests, riots, strikes, sabotage

The issue of assessing the risk system and identifying ways to minimize
them was the subject of an expert survey conducted by the Razumkov Center
from September 28 to October 20, 2017. The survey involved 109 experts
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(university professors, researchers, representatives of NGOs, think tanks, min-
istries, regional state administrations and chambers of commerce and indus-

try). Questionnaires were sent to the experts with a request to assess the level
of probability of risks and the degree of their danger (low, medium, high).

Table 3.2. Assessment of the probability of risk

and the degree of its danger (percentage of surveyed experts)

Probability of risk
Ne Types of risks Low Medinm High Difficult to
(0-30 %) | (30-60 %) | (60-100 %) |  answer
a) risks of non-economic origin
1 | Risk of political instability 10,0 37,3 50,9 1,8
2 | Risk of violation of property rights 42,7 33,6 21,8 1,8
3 | Risk of legal instability 30,0 37,3 30,9 1,8
4 Bjsk ofirestriction of financial transactions 5,6 s 127 18
in Ukraine
5 | Risk of social instability 42,7 38,2 17,3 1,8
6 |Risk of natural disasters and cataclysms 75,5 14,5 4,5 55
b) risks of economic origin
7 | Risk of depletion of skilled labor 31,8 36,4 30,0 1,8
8 |Risk of depletion of energy resources 60,0 34,5 3,6 1,8
9 | Risk of depletion of raw materials 64,5 25,5 8,2 1,8
Danger degree of risk
Ne Types of risks Low Medinm High Difficuit to
(0-30 %) | (30-60 %) | (60-100 %) |  answer
c) risks of non-economic origin
1 |Risk of political instability 10,0 36,4 51,8 1,8
2 | Risk of violation of property rights 19,1 30,9 48,2 1,8
3 |Risk of legal instability 20,9 45,5 31,8 1,8
4 lljllsék(;; Irlistriction of financial transactions 236 5,6 309 18
5 |Risk of social instability 27,3 39,1 31,8 1,8
6 |Risk of natural disasters and cataclysms 41,8 373 15,5 55
d) risks of economic origin
7 | Risk of depletion of skilled labor 23,6 38,2 30,4 1,8
8 |Risk of depletion of energy resources 42,7 35,5 20,0 1,8
9 | Risk of depletion of raw materials 46,4 36,4 15,5 1,8
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According to the results of data processing presented in Table 3.2,
the vast majority of experts assess the 7isk of political instability for the inves-
tor as the most probable and one that carries the highest potential danger
to the investor's activity in Ukraine. The weakness of state institutions, the
lack of effective justice and the authorities 'disregard for investors' prob-
lems not only create political uncertainty, but also spoil the image of the
state as a space for reliable business.

The extremely important issue for a foreign investor in his daily ac-
tivities is the protection of his property rights. One third of respondents
— 33.6% — classified the risk of property rights violations as medium prob-
ability, and almost half of respondents — 48.2% — as high risk. The spec-
ificity of property risk is that even in the presence of the necessary legal
framework, when the "law on the side of the investor", in practice, the lat-
ter is not able to protect their property rights freely. Experts as "medium"
probability (37.3%) and "medium" degree of danger (45.5%) classified the
risk of /legal instability.

Among the risks of economic nature, the risk of depletion of skilled
labor experts noted as "medium" and "medium dangerous" — 36.4% and
38.2%, respectively. This state of affairs is explained by the fact that labor
migration in Ukraine in recent years is becoming more and more wide-
spread. Qualified personnel seek better working conditions and often find
better jobs abroad after receiving training and internships at branches of
international corporations.

The threat of this risk in conditions of uncertainty lies in the negative
effects of external labor migration on national and regional labor markets,
which is manifested in [6, c. 111]:

— shortage of highly skilled workers in Ukraine due to emigration to
countries that offer better working conditions and higher wages;

— outflow of intellectual resources (largely to programmers, engineers,
scientists), resulting in a decrease in R&D.

Given a number of gaps in investment policy (lack of clear restric-
tions for foreign investors, etc.), one of the risks as of 2021 was the grow-
ing share of foreign capital in certain sectors of the economy, which risked
market monopolization.

The war started in February 2022 has significantly changed variety
of risks, including those of non-economic origin. In the case of Ukraine,
several non-economic and economic risks are still relevant:
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Political Instability and Geopolitical Tensions: The ongoing geopolitical
tensions and military actions between Ukraine and Russia can lead to un-
predictability and affect investment decisions, confidence and stability in
the region.

Security Concerns: The russion invasion of Ukraine made the issue of
ensuring the national security especially urgent not only within the country,
but also for almost all European countries and affected global processes.
The issue of safety for personnel, property, and business operations should
be taken into account when making investment decisions by the global au-
tomotive brands operating in the region.

Corruption and Governance: Ukraine has faced challenges related to cor-
ruption, which can affect the business environment and create risks for
investors. Inefficient bureaucracy, lack of transparency, and uneven rule
of law can hinder business operations and expose investors to legal and
regulatory risks.

Currency Fluctuations: The Ukrainian hryvnia (UAH) has experienced
fluctuations in value against major currencies. Exchange rate volatility can
affect the profitability of investments and create uncertainty for investors.

Infrastructure and Ulilities: Inadequate infrastructure and inconsistent ac-
cess to utilities (such as electricity, water, and transportation) can pose chal-
lenges to business operations and increase operational risks for investors.

Labor Market and Skills Gap: The availability of a skilled workforce
and labor market conditions can influence the success of investments. A
skills gap and brain drain could affect the quality and availability of human
resources.

Given the set of factors influencing the automotive industry of
Ukraine in the study conducted a SWOT-analysis (Table 3.3), which will
provide a comprehensive understanding of the processes taking place in
the industry at present.

It should be noted such a weakness of domestic automotive indus-
try as a high degree of wear and tear of assets. It is a direct consequence
of insufficient capital investments — the volume of capital investments
in machine-building production in 2020 (220.9 million euros) was only
36.4% of the level of 2012 (607.0 million euros). For comparison, in Po-
land in 2019, capital investments in mechanical engineering reached EUR
0,269.6 million, which was 16.4 times higher than the similar indicator in
Ukraine (EUR 381.9 million). The structure of capital investments in do-
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mestic engineering is poorly diversified and irrational from the point of
view of manufacturability. Thus, in 2020, 43.9% (against 41.4% in 2012) ac-
counted for the production of motor vehicles, trailers and semi-trailers, and
other vehicles; 32.9% (against 42.9%) — for the production of machines
and equipment, not classified in other groups; 17.1% (against 12.0%) —
for the production of electrical equipment and 6.2% (against 3.9%) — for
the production of computers, electronic and optical products. The latter is
high-tech and extremely important for ensuring the activity of the rest of
the machine-building industries, therefore the growth of its share in the
structure of capital investments is a positive trend, however, the amount of
capital investments remains extremely small (13.6 million euros) [27].

The reduction in investment of machine-building industries in
Ukraine, in turn, caused a drop in costs for innovation, the volume of which
decreased by 41.9% during 2014-2019, while the share of own funds of
enterprises in these costs reached 93.65% (against 63.35% in 2013). During
this period, the number of innovatively active enterprises in mechanical
engineering decreased by more than 2 times — from 397 to 194. As a result,
the volume of innovative products sold by machine-building enterprises in
Ukraine during 2009-2020 decreased by 84%, and its share in the total vol-
ume of sold machine-building products decreased by 12.1% [27].

Establishing a dialogue between a foreign investor and the govern-
ment is a tool for finding compromise solutions. Such a dialogue is con-
ducted through both formal and often informal ("backstage") negotiations
and is implemented in the form of so-called "unannounced" agreements,
agreements of intent and memorandums. The purpose of negotiations for
the investor is to obtain the necessary guarantees of state assistance or
non-interference of the latter in business processes. Third parties, such as
international organizations, can also join the process.

The World Bank Group is an international body that provides guar-
antees for investment risks associated with foreign direct investment.
For example, the risks covered by the organizations of this structure in-
clude: alienation of property, political unrest, terrorism, non-compliance
with contract terms, non-compliance with state guarantees, non-compli-
ance with arbitration awards, revocation of licenses, restrictions on move-
ment and currency conversion, default. At the same time, the IBRD can,
at its discretion, fully or partially cover the investor’s political risks (ex-
cept for reform risks) related to financial activities, IDA — only partially,
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IFC — can help diversify credit and currency risks, and GFI — provides com-
prehensive insurance against all risks listed above, except for non-fulfill-
ment of obligations under state guarantees [21]. The mechanism of hedg-
ing against political risks, according to international experience, is quite
complex and is accompanied by special requirements for the preparation
of documents and structuring of agreements.

At the legislative level in Ukraine, the stability of the conditions for
conducting investment activities, guaranteeing the rights and observance of
the legitimate interests of the subjects of the process, including and foreign
investors. According to the Law of Ukraine "On Investment Activity", "in-
vestments cannot be nationalized, requisitioned free of charge or measures
identical in consequences cannot be applied to them. Such measures may
be applied only on the basis of legislative acts of Ukraine with compen-
sation to the investor in full for damages caused in connection with the
termination of investment activities" [11].

Attracting investments in the automotive industry requires a multifac-
eted approach that involves both policy measures and practical strategies. It
is necessary to implement a purposeful state industrial policy focused on:

¢ Investor-Friendly Regulations and Policies:

— Streamline and simplify regulatory processes for setting up and op-
erating businesses.

— Implement transparent and predictable taxation policies to provide
clarity to investors.

— Offer incentives such as tax breaks, investment grants, and other
financial support for automotive companies.

¢ Infrastructure Development:

— Invest in transportation and logistics infrastructure to facilitate the
movement of goods and materials.

— Develop and upgrade industrial parks, special economic zones, and
manufacturing clusters tailored to the automotive industry.

* Skilled Workforce Development:

— Establish partnerships between industry and educational institu-
tions to provide specialized training and education for automo-
tive-related skills.

— Support programs that promote science, technology, engineering,
and mathematics (STEM) education to develop a skilled workforce.
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*Innovation and Research:

— Invest in research and development (R&D) infrastructure, innova-
tion centers, and technology parks.

— Facilitate collaboration between universities, research institutes,
and private sector companies to drive innovation in the automo-
tive sector.

* Support Local Suppliers:

— Encourage the development of a strong network of local automo-
tive suppliers to create a robust supply chain.

— Provide incentives for local suppliers to upgrade their capabilities
and meet international standards.

* Market Access and Trade Agreements:

— Pursue trade agreements and partnerships that provide favorable
access to international markets for Ukrainian automotive products.

— Foster relationships with neighboring countries and key trading
partners to facilitate export opportunities.

*Promotion and Marketing:

— Actively promote the strengths and opportunities within Ukraine’s
automotive sector through marketing campaigns, trade shows, and
industry events.

— Engage with foreign investors through targeted marketing efforts
to display the benefits of investing in the country.

* Investment Protection:

— Strengthen intellectual property protection and enforcement to
safeguard innovations and investments.

— Ensure a fair and efficient legal system for dispute resolution and
contract enforcement.

* Government Coordination and Support:

— Establish a dedicated agency or task force to coordinate invest-
ment promotion efforts and assist potential investors.

— Engage in regular dialogues with industry stakeholders to under-
stand their needs and address challenges.

* Sustainable Practices:

— Emphasize environmental and sustainability considerations in the
automotive industry, which can attract environmentally conscious
investors and align with global trends.
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* Case Studies and Success Stories:

— Highlight successful investments and case studies within the au-
tomotive industry to highlight the potential and track record of
success in Ukraine.

It is important for Ukraine to create a comprehensive strategy that
combines these elements while also adapting to the specific strengths, chal-
lenges, and opportunities within its automotive industry. Consistency, trans-
parency, and a long-term commitment to creating an attractive investment
environment can help Ukraine establish itself as a competitive destination
for automotive investments.
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The global automotive industry is going through many big changes, with
new technology and evolving consumer preferences. At the same time, in
addition to global challenges, such as quarantine measures caused by COV-
ID-19, the activities of Ukrainian industrial enterprises were negatively af-
fected by unstable political and economic situation in the country due to
the military and hybrid aggression by the Russian Federation, as well as
volatile price policy for energy carriers, fuel and lubricants, a decrease in the
solvency of the population and many other factors.

As the world moves towards a more sustainable and connected future,
the automobile industry is set to play a major role in driving this change.
Electric mobility, autonomous driving, connected cars, shared mobility and
the use of lightweight materials are all trends that are going to make things
better. Staying informed and adapting to these emerging trends is a very im-
portant skill for nowadays to make the most of all the great opportunities
that are out there.

The authors attempted to disclose most important trends in the auto-
motive industry in Ukraine related to the labor market, industrial develop-
ment trends, the state regulation procedures, challenges, obstacles, existing
risks and threats within the industry. The emphasis of the study is on in-
dustrial peculiarities in the regional section with a focus on Transcarpathian
region. Thus, the assessment of the state of migration processes, the level
of unemployment by regions, the impact of the COVID-19 pandemic on
the labor market in Ukraine was made. The results of comparative analysis
of the level of minimum wage in Ukraine in terms of regions, categories
and positions are presented. Standard salary of employees of the back of-
fice and management in the automotive sector has been explored.

Investigating current state and development trends of the automo-
tive market in Ukraine, authors highlighted the most important trends in
this market for 2016-2021, assessed the state of the automotive industry
in Ukraine. While analyzing development industry trends we focused on
two aspects — trade and manufacturing sectors. In the sphere of sales, it
was concluded that since 2017 the import and registration of used cars in
Ukraine has intensified and their market share has increased from 24% in
2016 to 81% in 2020. Simultaneously, the share of imported new cars de-
creased by market from 71% to 18% in 2020. In 2021, the total number of
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new cars sold on the Ukrainian market amounted to 103,650 units, which is
22% more than in 2020. This is the highest figure since 2013. The leaders
in sales in 2016-2021 were Toyota and Renault. Kia took third place in the
ranking, replacing Volkswagen.

The car manufacturers operating in Ukraine were presented using
cartographic method in a geographical map and grouped by regions, num-
ber of employees, volume of revenue. It was found that during 2016-2020
there was a significant increase in the number of officially registered pro-
ducers in Kyiv (from 34 to 57, i.e., more than 23 companies). It caused
a doubling of revenue during this period (from 28,5 to 64,8 million USD)
and an increase in the number of employees (from 557 to 1133 people).
Proximity to the border with the EU, cheap labor and sufficient raw mate-
rials make Western oblasts of Ukraine attractive to partners of European
auto giants.

By signing the Agreement on Accession to the World Trade Organ-
ization (WTO), Ukraine reduced the import duty on imports of cars by
2.5 times, which negatively affected the domestic automotive industry and
tully opened the market for imports of foreign cars to Ukraine. In addition,
for the period 2008-2012, the vehicle market has halved, and the share of
foreign cars has increased from 50 to 89%. Production of Ukrainian cars
and buses decreased 5.5 times.

The analysis of tendencies and regularities of development of the
automobile industry of Ukraine is carried out. It was found that the strong-
est competitive positions of domestic automakers manage to maintain in
the national bus market. While in the market of cars and trucks, domestic
manufacturers lose in the competition with foreign brands. The exception
is PJSC "Eurocar", which does not produce its own brand, but specializes
in the assembly of cars of the Czech brand Skoda.

Transcarpathia plays an important role in creating a competitive envi-
ronment for the development of the automotive industry, as an engine of
economic transformation of the region and the country as a whole. About
30 enterprises in the region manufacture products for the automotive in-
dustry. Therefore, in practice, the region is the focus of a cluster initiative
and a pioneer in creating a cluster of the automotive industry and other
high-precision industries. In 2015, a platform for cooperation on cluster
development of the region was launched with the authorities as the first
step in creating an automotive cluster in Zakarpattia oblast. In 2016, higher

TRANSCARPATHIAN HUNGARIAN COLLEGE



CONCLUSIONS 105

educational institutions of the region joined the cooperation, and in 2018,
the local authorities decided to include the development project of the
Zakarpattia automobile cluster in the Program for the Development and
Increase of Competitiveness of the Transcarpathian Region for 2019-2020.

It was stated that the effective functioning of the automotive clus-
ter in Transcarpathia depends on well-integrated supply chain, access to
a skilled and diverse workforce, opportunities for networking and collabo-
ration, supportive government policies and incentives, availability of finan-
cial resources and advanced technological infrastructure. Transcarpathian
automotive cluster is an effective object for various forms of investment
promotion. It will contribute to the development of a whole group of
enterprises that are part of a single technological chain and ensure stable
growth of budget deductions on both local and state levels.

The evolution of normative-legal provision of state regulation of
the development of the automobile industry in Ukraine is traced. Radical
changes in the state policy on the development of the automobile industry
of Ukraine have been revealed: from the constant support of car manufac-
turers and stimulation of car production to the predominant indifference
to the fate of the automobile complex.

It has been considered the procedure for establishing a new company
in Ukraine, namely the procedure for state registration of a business entity,
current tax environment for the industry, the foreign investment state reg-
ulation and bureaucratic environment, obstacles, existing risks and threats.
It is important to note that the tax environment can vary depending on
the type of automotive activity, such as manufacturing, sales, or import/
export. Additionally, changes in government policies, trade agreements, and
economic conditions can affect the tax landscape.

Among advantages of doing business in Ukraine is the significant
progress of the tax system of Ukraine which was caused by the liberaliza-
tion of taxation, namely by reducing the tax rates on corporate income tax
and the single social tax, as well as improving the tax system. According to
the results of data processing, the vast majority of experts assess the risk
of political instability for the investor as the most probable and one that
carries the highest potential danger to the investor's activity in Ukraine.

Russian military aggression and invasion of Ukraine in February 2022
has changed the priorities for nowadays. The first issue is to provide secu-
rity as for Ukraine, so for the whole EU. For the post-war transformation
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period, the authorities should apply simplified tools of economic policies
to boost economic growth. Progress should be directly linked to financing
Ukraine’s recovery.

Ukraine needs urgent investment for pressing repairs — to energy in-
frastructure, roads, bridges, housing... Macroeconomic policy also needs
tending to, and tax and customs procedures should be streamlined in line
with EU practices.

Economic shifts and geopolitical developments can influence con-
sumer purchasing power, trade dynamics, and investment decisions in the
automotive sector. The shift towards electric vehicles (EVs) and autono-
mous driving technology is expected to continue. Governments around the
world are implementing stricter emissions regulations, driving the adoption
of EVs. Additionally, advancements in autonomous driving technology
have the potential to reshape the automotive landscape by enhancing safety,
reducing congestion, and changing the way people use vehicles.

Digitalitalization and Industry 4.0 trends will take place in the auto-
motive industry. Therefore, business perspectives will be connected with
embracing digital technologies such as artificial intelligence (Al), big data
analytics, and advanced robotics to improve manufacturing processes, sup-
ply chain management, and customer experiences.
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AaHe AOCAIAKECHHSA 30CEPEAKEHO Ha TPHOX OCHOBHHX 4CIICKTAX B ABTOMOOIABHIHN IIPOMICAOBOCTL
Vkpaimm, a caMe Ha PHHKY HPAIli, TEHACHIIAX PO3BUTKY Ta ITPOIIEAYPAX ACP/KABHOTO PETYATOBAHHSA
npotsarom 2016-2021 pokis. Punoxk mparii AOCAIAKYBAaBCA HAa OCHOBI OIUHKM CTAHY MITpariiHux
mporteci, piBHA 6e3pOOITTA B perioHax Ta piBHA 3apobiTHOI mAaaTn. HaBeaeHO pesyabTaTH mOpiB-
HAABHOTO aHAAISY piBHA MIHIMAABHOI 3apoOITHO! mAaTH B YKpaiHi B po3pisi perioHis, kateropiit ta
ITOCaA, 4 TAKOK PIBHA CTAHAAPTHOI 3apOOITHOI ITAATH IIPAIBHUKIB Oek-0dicy I KepiBHHUIITBA B aB-
TOMODIABHII TaAysi. MoHOrpadis MICTUTD Pe3yABTATI AOCAIAIKEHD OCHOBHEX TCHACHIIH HA PUHKY
IIPOAQKY aBTOMODIAIB Ta y cdepl BupobHumIrrea. [TpocTekeHO €BOAIOIII0 HOPMATHBHO-IIPABOBOTO
320€3TICICHHA ACP/KABHOTO PEIYAIOBAHHA PO3BUTKY aBTOMOOIABHOI IIPOMICAOBOCTI B VKpaini. Bu-
ABACHO PAAMKAABHI 3MIHI B ACP/KABHIN ITOAITHII IITOAO PO3BUTKY aBTOMOOIABHOI IIPOMECAOBOCTI
VkpaiHn: BiA TOCTIHHOI ATPHMKE aBTOBHPOOHUKIB Ta CTUMYAIOBAHHSA BHPOOHHIITBA aBTOMOOIAIB
AO OIOPOKpaTHYHHX Oap’epiB, IMEPEIIKOA Ta ICHYFOYHX PHU3UKIB 1 3arpos. MoHorpadisa 6yae ko-
PICHOIO HE AHIIIE CIEIaAiCTAM CKOHOMIYHOIO IpodiAfo, a i yCiM, XTO IIKABUTHCA IIPOOAEMAMI
PO3BHTKY aBTOMOOIABHOI IIPOMICAOBOCTI VKpaiHm.

YAK 338.45:621-047.44(477)



Hayrose sudarinz

PobGepr bauo — Hina IToiiaa-Hocux

ABTOMOBIABHA ITPOMYCAOBICTDB B PETTOHAX YKPATHU:
KAFOUOBI ITIAXOAMN AO OLIIHKH PUTHKY ITPAILII
TA ITEPCITEKTHB BIBHECY

Momnorpadpis
2023 p.

Perxomerndosaro do 6udarna y dpyxosarii ma eaexmponniii popmi (PDF)
pimennam Bueroi padu Saxapnanmicvozo yeopevkozo incmunzymy imeri Qepenya Paxoyi 11
(npomoron Ne8 6id «31» cepnin 2023 poxy)

[TiaroToBAEHO AO APYKY BHAGBHIIIM BIAAIAOM CITIABHO 3 KaqgeAporo 06Ai1<y 1 ayAnTy
3akaprarcpkoro yropcepkoro inctutyry imeni ®epenra Pakorni 11

Perensenru:
Bacuav Mixaosoa, wnen-xopecnordern HAH Yipainu, doxmop exoromiunux nayx, npogecop
(VKrOpOACHKHE HAIIIOHAABHUI VHIBEPCHTET)

Hamaunin Bryxosa, doxmop exoromiunux nayx, npogecop, Sacaysmeruil exomnomicn Yxpaitu
(XapkiBchKuit HAITIOHAABHUI eKOHOMIUHNI yHiBepcuTeT imeni Cemena Kysuers)
Teop Op.os, doxmop exonomiunux nayx, npogecop
(BaxapraTcekuil yropepkuii incruryT imeni @epenma Paxorri IT)

Texuiune peaarypauus: Ozexcandp Aobou ma Aacao Bewoen
Bepcrka: Aacio Bescden
Kopexrypa: asmopcexa
Amzaita oOxAaamHKY: lacio Bexdes
VAK: Haykosa bitiomexa “Onayoi Yepe row” npu 3Y1 im. D.Paxoyi 11

BiamoBinaapHUil 32 BHITyCK:
Ourexcandp Aobom (magaspank Buaasamraoro Biaaiay 3VI im. @.Pakomi II)

3a 3micT MOHOTpadil BIAITOBIAAABHICTD HECYTH aBTOPH

3MicT HAYKOBOIO BHAAHHA OYAO IIEpPEBIPEHO
Ha HaABHICTH 30IriB i 3arrosmaens cepsicom «Unicheck»

Buaasauirrso: 3akapuarcekuii yropcbkuii iHcraryt imeni ®@epenmna Paxori 11
(aapeca: na. Komryra 6, m. Beperose, 90202, Eaexrponna momrra: foiskola@kmf.uz.ua)
Csidoymeo npo srecerrin )b ekma sudasHuyoi cnpasu 0o epaasrozo peecmpy 61udasyis, 8uzomo6.108a-
uig 1 posnosciodanysauis sudasruuol npodykyii Cepia AK 7637 610 19 aunnzn 2022 poxy

Apyx: TOB «PIK-Y» (aapeca: Bya. Kapmatcekoi Vipaian 36, m. Yikropoa, 88006. Eacek-
Tponna rourra: print@tik.com.ua) Ceidoymso npo erecenna cy6’ckma sudasmuuoi cnpasu do Aep-
HCABHO20 Peccrpy 610asyis, 8uz0misHuKis i posnoscrodnysayis sudasruyoi npodyxyii Cepia AK 5040 sio
21 ciuna 2016 poxy

Tiarmrcaro Ao Apyky 10.12.2023. I pudr «Garamond».
[Tanip odcerruit, mwirpaicTro 80 r/M2 Apyx mudposnit. Vm. Apyk. apk. 9,1.
®opmar 70x100/16. 3amosa. Ne2752
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