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Abstract. Enforced transformational processes caused by crisis situations, such as battle against consequences of the spread
of COVID-19 pandemic and the formation of a socio-economic and security mechanism for counter fighting Russian war in
Ukraine, are significantly reflected in the specifics of Ukraine’s confectionery market operations today. It is determined that
danger, instability, uncertainty, complexity and ambiguity accompany the development of various socio-economic systems,
including confectionery market. The purpose of the article is to reveal the potential of the Ukrainian confectionery market
in view of the intensification of competition in crisis situations, to identify the dominant influencing factors in the
developmental environment of confectionery enterprises in order to design alternative competitive strategies to support
their sales. The main goal is to present the results of the analysis of determinants of confectionery market development
in Ukraine in the period of the spread of crisis situations in terms of identifying risks in the sector. Research methods
are the method of economic analysis and comparison for researching the specifics of the confectionery market; abstract-
logical method for theoretical generalisation and conclusions; calculation of confectionery market capacity and market shares
of Ukrainian confectionery enterprises; index method for assessing the concentration levels in the confectionery market.
Conclusions and added value of work: the specifics of Ukrainian confectionery market development are revealed. Analysis
of the dynamics of the confectionery production volume in Ukraine has been carried out; the number of business entities
in the segments characterised by types of economic activity and in terms of large, medium, small and micro enterprises has
been identified. Analysis of export-import operations volumes has been carried out based on the commodity structure of
foreign trade in confectionery products. The list of risks of the developmental environment of confectionery enterprises
and intra-industry risks has been identified using the probabilistic method of risk assessment; analysis of factors affecting
the dynamics of confectionery market development has been established in accordance with M. Porter’s method of five
forces of competition, an assessment of market concentration has been carried out using the index method (in particular,
the Herfindahl-Hirschman index and the Lind index). According to the results of the evaluation of concentration levels of
confectionery market in Ukraine and the factors affecting the conjuncture of this market, it has been identified that three
enterprises are involved in the core of the confectionery market, namely SE “KK ROSHEN”, PrJSC “HBF” and PrJSC “AVK”.
Forms of their interaction are secret conspiracies, the policy of dictating prices in order to maintain the market power of
influence on industry counterparties and other stakeholders of the confectionery market, and other forms of interaction
characteristic of an oligopolistic market structure

Keywords: confectionery market, market concentration, market share, Lind index, Herfindahl-Hirschman index, risks
of economic activity, 5 forces of competition

INTRODUCTION

Implementation of megatrends, introduced by globaliation =~ Federation’s military invasion in Ukraine have significantly
and informatisation, in the activities of Ukrainian confec-  complicated the processes of managing all components of
tionery industry enterprises under the influence of crisis  production and economic activity and led to an increase
situations caused by the spread of pandemic and Russian  in external factors in the crisis threat. Internal problems
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in confectionery industry have worsen the ability to adapt
to market challenges against the background of a decline
in demand for confectionery products in favour of satisty-
ing basic needs. They exacerbate competitive relations in
the industry and create the need for preventive measures in
terms of quick response to emerging threats. Therefore, the
implementation of an effective system of early warning of the
appearance of risk factors in Ukrainian confectionery indus-
try in a strategic and short-term perspective is called for.

In addition, the identification of risks against the
background of intensifying competition in the confection-
ary industry will contribute to reducing the negative con-
sequences of threats and identifying positive effects under
the conditions of risk acceptance for enterprises and their
stakeholders, thereby contributing to the improvement of
countermeasures against risks and the satisfaction of eco-
nomic interests of owners and other interested parties.

The confectionery market in Ukraine, as a complex
socio-economic system, actively demonstrates dynamic
development of its individual segments, expansion of prod-
uct range, improvement of consumer characteristics of con-
fectionery products, therefore, it is accompanied by the
intensification of competition between manufacturers, trade
networks and distributors on the local, national and global
levels of confectionery markets.

The impact of crisis situations, mainly the spread of
COVID-19 pandemic and military actions of the Russian
Federation in Ukraine, has led to significant disruptions in
world trade in the target markets of the confectionery indus-
try, complicated the conjuncture of the confectionery mar-
ket in domestic and foreign markets, disrupted logistics
export-import operations and caused a break in local logis-
tics chains and caused problems in increasing the export of
confectionery products with a high added value [1; 2].

In order to increase the presence of Ukraine in global
food networks due to the active involvement of Ukrainian
operators in global supply chains, and to harmonise compet-
itive relations on the local and national markets of confec-
tionery products, Ukrainian manufacturers have resorted to
an in-depth analysis of the conjuncture of confectionery mar-
ket in order to identify the influence of dominant factors in
the environment of their development from the point of view
of improving marketing and logistics in order to develop
alternative competitive strategies to support their sales.

The purpose of the work is to present the results of
a comprehensive analysis of the determinants in Ukrainian
confectionery market development during the period of crisis
situations.

The outline allowed the authors to put forward the
task of researching the dynamics of Ukrainian confectionery
market development in terms of:

- analysis of the dynamics of confectionery production
volume in Ukraine in natural terms;

- identification of the number of economic entities in
segments: by types of economic activity; in terms of large,
medium, small and micro enterprises;

- analysis of the volumes of export-import transactions
in terms of identification of the commodity structure of for-
eign trade in confectionery products;

- analysis of the retail turnover of enterprises of retail
trade in confectionery and products;

- identification of risks in development environment
of confectionery enterprises and intra-industry risks using
the methodology of five forces of competition according
to M. Porter and the index method of assessing the concen-
tration levels of confectionery market in Ukraine.

LITERATURE REVIEW

The main areas of research regarding the assessment of
concentration levels of confectionery market in Ukraine,
considering the risks of the environment in development
of confectionery enterprises in Ukraine, have been deter-
mined through the symbiosis of a significant number of
areas of research.

In particular, the analysis and determination of pros-
pects in the development of confectionery market of Ukraine,
among other things, were carried out by such groups of sci-
entists as A.A. Voronin, who studied trends in the devel-
opment of confectionery industry and drew conclusions
about the high potential of the industry due to effec-
tive management and other internal competitive advan-
tages [3]; K.A. Demianenko, who continued the analysis
of the dynamics of confectionery market by regions and
types of products with the involvement of world experi-
ence and revealed the dominant competitive advantage of
the Ukrainian confectionery market, based on price [4].
A.V. Zahrychanska and V.Ya. Holiuk in their works focused
on the study of the competitive advantages of Ukrainian
confectionery enterprises and according to the results of
the study, identified the main ones, notably, a wide range
of products, qualified personnel, reputation on the market,
a wide sales market [5]. A.A. Zaynchkovskyi et al. focused
attention on identification of product offers by confection-
ery manufacturers; the conclusions regarding the high level
of competition in the confectionery market, saturation and
a wide range of dynamically updated products should be
considered in the scientific work of the authors; expanding
the geography of exports and strengthening the target offer
on the domestic market are proposed as promising direc-
tions of development [6]. M.V. Shashyna focused attention
on the organisational and technological processes of pro-
duction of confectionery enterprises, and also presented
results on increasing competitiveness and further promo-
tion of products on the foreign and domestic markets [7].
O.S. Kilnitska et al., as a result of the confectionery mar-
ket research, provided recommendations on improving the
assortment, promotion and sales of commercial products in
the industry [8]. V. Samofatova & T. Bova investigated the
factors influencing the improvement of competitiveness of
confectionery enterprises in Ukraine and, according to the
results of the study, attributed the market positions of enter-
prises, product quality and ownership, marketing measures
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to increase sales, flexibility of the product range, the pos-
sibility of export, diversification in search for new ways of
selling goods in Ukraine [9]. The work of A.V. Hrytsyshyn,
who proposed an improved method of automated account-
ing of transportation of material values using global posi-
tioning technology in confectionery industry; to imple-
ment the principle of “chaotic storage” of material values
in free warehouse spaces into the system of accounting for
logistics costs using electronic documentation of logis-
tics operations, inventory of material stocks and identifi-
cation of value; and also suggested positioning the ware-
house as a center of responsibility and a center of costs [10].

In her scientific work H.V. Razumova et al. [11] deter-
mined the components of risk in setting the price for the
products of Ukrainian confectionery enterprises, as well as
the main reasons for their occurrence. The choice of enter-
prises - manufacturers of confectionery products when
forming a marketing pricing strategy is analysed. Recom-
mendations are provided regarding the feasibility of applying
the competition-oriented pricing method, as well as sugges-
tions for increasing the efficiency of Ukrainian enterprises
in the confectionery market of Ukraine. In the paper [2],
the authors H.V. Razumova and O.V. Oskomova continued
the study of the confectionery market of Ukraine, accord-
ing to the results of which it was established that the stable
development of the confectionery industry for the country’s
economy will make it possible to simultaneously stimulate
the development and growth of production in the field of
rural economy, transport and logistics sphere, trade, increase
the employment of the population, as well as significantly
increase the country’s export potential.

In her work M.A. Saiensus investigated the organisa-
tional and economic foundations of cold logistics manage-
ment of confectionery enterprises thanks to the study of the
concept of cold logistics in the supply chains of confection-
ery products and developed a model of the network design
of the cold supply chain of food industry enterprises in the
conditions of sustainable logistics formation, carried out
an assessment of the effectiveness of the logistics activities
of food industry enterprises, which are included in the cold
supply chain [12]. At the same time, despite the diversity of
the authors’ research on the development of the confection-
ery market, the assessment of the concentration of the con-
fectionery market on the basis of a comprehensive analysis of
the factors influencing the development environment of the
industry’s counterparties, taking into account the significant
risks that arose during the crisis period of 2019-2022, is insuf-
ficiently covered, which signifies the relevance of this study.

MATERIALS AND METHODS

In accordance with the criterion of professional qualita-
tive and quantitative dynamics of evaluating confection-
ery market development in Ukraine, the work uses materi-
als from monographic and dissertational studies, scientific
periodical publications, the results of research by consulting
agencies and the opinions of experts in the confectionery

industry and materials from comprehensive statistical pub-
lications for the period 2014-2022. The use of statistical pub-
lications made it possible to analyses the dynamics of the
number of economic entities on the confectionery market
of Ukraine by types of economic activity and by the seg-
mentation of entities of large, medium, small and micro
enterprises; the structure of the volume of production of
confectionery products by the width of the product range;
the commodity structure of foreign trade in confectionery
products using the export-import coverage ratio to reflect
the ratio of export-import operations; retail turnover of
Ukrainian confectionery retail enterprises by product group.
Therefore, the collection and analysis of statis-
tical materials made it possible to structure the number of
business entities in the confectionery market, including the
identification of entities of large, medium, small and micro
enterprises, to assess the ratio of export and import of prod-
ucts of the confectionery industry; calculate the capacity
of the Ukrainian confectionery market and the capacity of
its macro-segments, in particular, the capacity of the flour and
sugar confectionery retail markets; shares of these sectors in
the structure of the Gross Domestic Product of the country.
The study of the quantitative parameters of the con-
juncture of the confectionery market of Ukraine is supple-
mented by the authors with a qualitative analysis and classi-
fication of the main risks in this industry. The identification
of the specificity of one of them, namely the aggravation of
various types of competition in the confectionery market of
Ukraine, was carried out with the help of the toolkit of five
forces of competition according to M. Porter [12]. Further
detailing of the analysis of the risks of intensifying competition
in the confectionery market was carried out using the Gervin-
dahl-Hirschman Index and the Lind Index, which obliged the
authors to determine the market shares of individual coun-
terparties - leaders in the confectionery market of Ukraine
(using the analysis of secondary reporting of the studied
enterprises) and supplemented probabilistic assessment of the
influence of competition forces in the confectionery industry.
Methods used in the study, such as statistical analysis
of the dynamics of the confectionery market development,
the index method for the quantitative assessment of individ-
ual segments of the confectionery market in Ukraine, supple-
mented by the results of a qualitative assessment of the levels
of competition in the confectionery industry (the method of
five forces of competition according to M. Porter) are of a sys-
temic nature and allow us to understand the specifics of the
competitive environment in the confectionery industry and
the intensity of competition in the core of the studied market.

RESULTS AND DISCUSSION

The confectionery market is one of the most dynamic and
competitive markets in Ukraine. 90% of products on the
confectionery market are supplied by Ukrainian manu-
facturers, only 10% of them are imported goods, which
indicates a high level of competition in the confectionery
industry [13]. The authors recommend structuring the
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confectionery market in Ukraine into the following seg-
ments according to the macro-segmentation grid based
on the types of economic activity (which are fully consis-
tent with the structuring of the studied market in statistical
sources of information):

- production of cocoa, chocolate and sugar confectionery;

- production of crackers and biscuits; production of
long-storable flour confectionery, cakes and pastries.
Positive dynamics of the development of Ukrainian
confectionery market during 2016-2019 in terms of the
analysis of the number of business entities in its main seg-
ments are noteworthy (Table 1).

Table 1. Analysis of the dynamics of the number of business entities
on the Ukrainian confectionery market by type of economic activity, unit

Segment 2016 2017 2018 2019 2019/2016
Production of cocoa. choc91ate and sugar confectionery 424 477 485 526 13
(type of economic activities — 10.82)
Production of crackers and dry biscuits; production
of long-storable flour confectionery. cakes and pastries 1575 1496 1533 1555 0.9

(type of economic activities — 10.72)

Source: systematised on the basis of [14]

According to the analysis, the number of business
entities in the “Production of cocoa, chocolate and sugar
confectionery” segment increased by 30% in 2016-2019.
which indicates the promising development of this segment
in terms of the number of potential participants. In contrast,
the rate of growth of the number of economic entities in the

segment “Manufacture of crackers and dry biscuits; produc-
tion of flour confectionery, cakes and long-storable cakes”
decreased by 10% over the same period [15]. An analysis of
the dynamics of the number of subjects of large. Medium,
small and micro enterprises in the confectionery industry
is given in Table 2.

Table 2. Analysis of the dynamics of the number of subjects of large. medium. small
and micro enterprises in the confectionery industry in Ukraine by the type of economic entity, units

. . Years
Type of business entity
2015 2016 2017 2018 2018/2015

Large enterprises 6 4 3 6 1.0
Medium-sized enterprises 248 244 247 274 1.104
Small enterprises 5179 4983 4946 5179 1.0
Micro enterprises 4775 4566 4490 4648 0.97
Total 10208 9797 9686 10107 0.99

Source: systematised on the basis of [14]

Analysis confirmed the renewal of the number of
large and small enterprises in the confectionery indus-
try in 2018. in accordance with 2015 (6 and 5179 entities.
respectively); the number of medium-sized enterprises in

2018 was 274 or (110.48%) compared to 2015; the number
of micro-entrepreneurs in 2018 was 97% of 2015 or 4.648
contractors. Analysis of the dynamics of confectionery pro-
duction in Ukraine is given in Table 3.

Table 3. Analysis of the dynamics of Ukrainian confectionery production
volume according to the product offer, thousand tons

Products 2016 2017 2018 2019 2019/2016

Sweet biscuits 163 177 171 159 0.9

Waffles and waftle products 49.5 51.0 51.2 52.6 1.1

Chocolate in briquettes. plates or tiles 16.5 18.6 222 24.7 1.5

Chocolate sweets 52.3 53.3 53.4 66.6 1.3

Confectionery products made of sugar or its substitutes. with 70.3 704 644 470 06
cocoa content

Chewing gums. fruit jellies and frult pastes in the form of sugar 397 41.0 442 477 12
confectionery

Boiled candies and chewing gum 29.3 23.0 21.6 29.3 1.0

Caramels. toffee and similar sweets 75.6 78.3 75.1 77.6 1.0

Total 333.2 512.6 503.1 504.5 -

Source: systematised on the basis of [14]

According to the results in the Table 3 in the structure
of the production volume of Ukrainian confectionery in 2019.

The three leading segments are occupied by the following sec-
tors: production of sweet biscuits — 159 thousand tons (or 30%);
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production of caramel, toffee and similar sweets — 77.6 thou-
sand tons (with a share of 15%) and chocolate candies —
66.6 thousand tons or 13% of the total. Boiled candies
and chewing gum take the smallest share in the volume

of production - 6% (29.3 thousand tons) and chocolate in
sugar briquettes — 5% (or 24.7 thousand tons). The com-
modity structure of foreign trade in confectionery products
by macro-segments is analysed in Table 4.

Table 4. Analysis of the commodity structure of foreign trade in confectionery
products in Ukraine in 2019 by the export-import coverage rations

Import Export

Export-import

Segment :
Thousand US Thousand coverage ratio
0 0,
dollars In % of the total dollars USA In % of the total
Total: 50054606 100 60800173 100 1.2147
Sugar and sugar confectionery 25389.7 0.0507 70485.4 0.1159 2.7761
Cocoa and cocoa products 204586.6 0.4087 327139.7 0.5381 1.5990
Flour confectionery 269366 0.5381 200744.6 0.3302 0.7453

Source: systematised on the basis of [14]

The authors supplement the analysis of the com-
modity structure of foreign trade in confectionery prod-
ucts, unlike other authors, with the export-import cover-
age ratio in the confectionery industry, which details the
research and reveals the specifics of the ratio of export-im-
port operations in the industry.

In the sector of sugar production and sugar con-
fectionery in 2019, the export-import coverage ratio was
2.7761, which indicates a significant predominance of
exports over imports (USD 70.485.4 thousand compared

to USD 25.389.7 thousand. respectively). In the production
of cocoa and cocoa products, the export-import coverage
ratio was 1.5990, which also indicates the predominance
of exports over imports (327.139.7 versus 204.586.6 thou-
sand US dollars, respectively). The export-import cover-
age ratio for the flour confectionery sector demonstrates
the opposite situation — imports outweigh exports, so the
export-import coverage ratio was 0.7453. The analysis
of the retail turnover of confectionery retail enterprises
is given in Table 5.

Table 5. Analysis of retail turnover of confectionery retail enterprises. 2017-2021. Million UAH

Products 2017 2018 2019 2020 2021 2021/2017, %
Flour confectionery products 9921.1 12147.3 14691.4 15502.4 19040.7 1.9192
Sugar confectionery 16962.6 21997.4 26225.0 28366.7 33782.5 1.9991
Total 26883.7 34144.7 40916.4 43869.1 52823.2 1.9649

Source: systematised on the basis of [14]

In 2021 the retail turnover of flour confectionery
retail enterprises amounted to UAH 19.040.7 million,
which is 91.92% more than the corresponding sales volume
in 2017 (UAH 9.921.1 million). The retail turnover of sugar
confectionery in 2021 amounted to UAH 33.782.5 million.
which is UAH 16.819.9 million; more than in 2017 (99.91%
more than in the previous period).

It is proved that Ukrainian confectionery market is
developing dynamically. According to the authors’ calcu-
lations, the capacity of the confectionery retail market in
2021 amounted to UAH 52.823.2 million, which is 96.49%
more than in 2017. The authors suggest choosing flour con-
fectionery and sugar confectionery as macro-segments of
the confectionery market. It was found that export volumes
significantly exceed the volume of confectionery imports
in Ukraine, identified by the export coverage ratio of con-
fectionery imports, which in 2019 was 1.2147. The “sugar
and sugar confectionery” segment has the largest spread in
the ratio of exports and imports. Therefore, the export-im-
port coverage ratio is 2.7761.

Note that in the context of the research methodology,
with the aim of introducing a clear identification of the con-
tent of the signs of structuring of the Ukrainian confection-
ery market, the authors proposed to expand the structuring of
the subjects of the confectionery market according to the fol-
lowing characteristics: types of economic activity; by the type
of economic entities, the product offer of industry producers,
which have been researched by other authors, but have not
been identified according to such characteristics.

Analysis of risks in the confectionery industry. Study-
ing the dynamics of the development of Ukrainian confec-
tionery market and observing the specifics of its conjunc-
ture allows us to identify and characterise the risks in this
industry. Among the most tangible risks in the confection-
ery sector, we can highlight: economic risks associated with
the spread of COVID-19 pandemic; political risks associated
with military aggression on the part of the Russian Federa-
tion and industrial risks — dependence on foreign suppliers
of raw materials, logistical risks and a high level of various
types of competition.
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Economic risks associated with the spread of COVID-19
pandemic. The spread of COVID-19 pandemic had the effect
of reducing the solvent demand of end consumers, who pri-
marily turned to meeting basic needs. Priority was given to
essential goods and affordable (cheaper) goods. Private label
products of retail chains, which are much cheaper in their
product categories, have gained popularity. Also, consumer

preferences are changing dramatically: the popularity of
healthier alternatives to sweets or sweets with less sugar con-
tent, containing healthy ingredients, the popularity of snacks
and sweets based on plant-based or lactose-free milk, as
well as vegan products is increasing. Analysis of the dynam-
ics of confectionery sector development in the structure of
Ukraine’s GDP is given in Table 6.

Table 6. Analysis of the dynamics of confectionery sector development
in the structure of Ukraine’s GDP for 2016-2021

Nominal GDP Flour confectionery  The capacity of retail market  The total capacity of
(in actual prices, retail market capacity, of sugar confectionery, confectionery market,
UAH million) in thousand UAH thousand UAH thousand UAH
2016 2383182 1579501.3 1436726.0 3016227.3 0.12656
2017 2982920 1665090.5 1430403.5 3095494 0.10377
2018 3558706 1724943.1 1690275.2 3415218.3 0.09597
2020 4194102 1706304.7 1872485.9 3578790.6 0.08533
2021 5459574 1754081.3 1994197.5 3748278.8 0.06866
2021/2016 2.3 1.1 1.4 1.2 0.54251

Source: systematised on the basis of [14]

The share of confectionery sector in the structure
of Ukrainian GDP in 2021 was 0.0686%. which is 54.25%
of the similar indicator in 2016 (0.1265%). The decrease in
the share of the confectionery sector in the share of GDP
indicates the narrowing of the share of the confectionery
sector in the GDP structure in favor of the development of
other industries. Note that in previous studies, other authors
do not calculate the capacity of the confectionery market
by assessing the capacity of its macro-segments and do not
identify the impact of the development of the confection-
ery market in the structure of the country’s GDP.

So, the impact of COVID-19 pandemic on the devel-
opment of the sector, which is illustrated by its share in the
structure of GDP, indicated a significant decrease in the capac-
ity of this sector by 0.05791 g.p. for the period 2016-2021.

Political risks associated with military aggression
by the Russian Federation. According to the forecast of the
World Bank from April 10, 2022 in connection with the mil-
itary invasion of the Russian Federation the GDP of Ukraine
will decrease by about 45% [16]. During the illegal military
actions of the Russian Federation on the territory of Ukraine,
numerous infrastructure objects of the confectionery indus-
try were destroyed or damaged (for example, the Mondelez
Ukraine PJSC factory in Trostyanets, with assets of 104 mil-
lion dollars and income in 2020 of 7.2 billion UAH and
900 employees) [13].

Dependence on foreign cocoa beans suppliers. The
essence of the risk is the impossibility of controlling the
stocks of raw materials or production components, as
well as the complication of the pricing process due to the
risks of price increases due to the reduction of raw mate-
rial stocks. The main raw material for chocolate products is
cocoa beans, which is an imported product. Growing cocoa
trees requires special conditions — a humid climate, frequent

rains and a small number of dry days. This is explained by
the territorial location of cocoa plantations on both sides
of the equator. With a global environmental catastrophe,
climate change is having a devastating effect on the cocoa
bean growing industry. A significant proportion of cocoa
tree plantations die due to floods, droughts, aging of the soil
or from pests. Accordingly, prices for cocoa beans increase
in connection with the limitation of raw materials, which
is reflected in the final price of the finished product [6; 15].

Logistics risks. COVID-19 pandemic caused an imbal-
ance in cargo flows, due to changes in demand for cocoa
beans, as well as the cessation of production during lock-
downs and beginning of quarantine restrictions. The main
reasons for the decrease in freight flows are: border clo-
sures, a decrease in demand due to decrease in the purchas-
ing power of the population, the closure of retail outlets, an
increase in currency value, quarantines, and an aggravation
of the epidemic situation. The consequences are a slowdown
in imports and goods supply in the country, a suspension of
exports, which represents a risk of European agricultural cri-
sis, since Ukraine is one of the largest suppliers of agricultural
products to the EU countries. According to data, in 2021, the
supply of agricultural products amounted to 8.4 billion dol-
lars [12]. Slow processes of import of such a strategic product
as cocoa beans are critically felt in the confectionery industry
of Ukraine. For example, Table 7 provides an assessment of
the efficiency of logistics and logistics risks with the example
of cold supply chains, taking into account the impact of food
safety risks, factors of the food system functioning, consid-
ering external factors of influence (rapid changes in climatic
conditions or products, as required by special conditions of
transportation; risks of system failures, which are more sensi-
tive for cold supply chains than for chains operating at room
temperature).
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Table 7. Indicators for evaluating the efficiency of logistics and logistics risks
of cold supply chains of confectionery products

Evaluation of logistics efficiency
Gradation

Supply chain safety

Supply chain Assessment of logistics risks

Gradation

Max. rating

5.75 Average 2-4

complexity Max. rating

3-4 4.09 Average

Note: The evaluation is carried out on a 10-point scale. where 10 is the highest rating

Source: systematised on the basis of [12]

The analysis of Table 7 shows that the confection-
ery production sector is characterised by average logistics
risks, which are calculated based on the assessment of logis-
tics efficiency, security and complexity of the confectionery
supply chain. The evaluation of the efficiency of logistics of
confectionery supplies is estimated at 5.75 points out of 10,
which indicates an average level of efficiency. The security of
the confectionery supply chain is rated at 2-4 points out of
10, which is a sign of an insufficient level of security of the
chain. The complexity of the confectionery supply chain is
defined as not complex with a score of 3-4 points out of 10.
The average level of logistics efficiency for the confectionery
supply sector is the result of a medium degree of adaptability
to changes in the external environment.

High level of competition in the confectionery market
of Ukraine. The intensity of competition in the confection-
ery market is determined not only by the level of industry
competition, but also the potential of foreign companies to
enter the market, the intensity of competition between sub-
stitute goods and the impact on the complementary goods
industry, the strength of pressure from suppliers and con-
sumers of confectionery products, the influence of institutions
and the level of state regulation, interests of stakeholders, the
intensity of competition in logistics supply chains in the con-
fectionery market, the potential of marketing in expanding
the market share of individual counterparties and other
factors. The logic of competition research actualises in the use
of M. Porter five forces of competition instrument (Table 8).

Table 8. Analysis of five forces of competition according to M. Porter
in the confectionery market of Ukraine

No. Force Description
. In the market. 80% of the power belongs to domestic enterprises. In the Ukrainian confectionery market.
Competition . ) . .
. the share of foreign companies (Mars Corporation, Ferrero International and others) does not exceed 10%,
1 between existing S ) e o -,
firms which indicates the intensifying competition between Ukrainian manufacturers and the presence of formal

barriers to entry into the confectionery industry.

The Ukrainian confectionery market is at the stage of saturation. Therefore, the entry of a new participant
and its conquest of a significant share of the confectionery market is a difficult and unlikely process. In
addition, there are such barriers for new participants in the confectionery market, such as the need for

Barriers for new  high-quality production facilities, laboratories for input and output quality control of raw materials and

participants finished products. Compliance with food regulations. domestic and international quality standards, the
need for significant personnel costs, development of goods. procurement of raw materials, innovations in
the manufacturing process, provision of necessary conditions for storage and supply of goods, etc. Leaders
of the confectionery market also actively apply measures of price competition and the effect of scale.
In the confectionery market of Ukraine, the study of consumer preferences is relevant. since the trend of
3 Market power  healthy food alternatives (sweets with a lower sugar content, vegan sweets, sweets based on lactose-free or
of buyers vegetable milk) is spreading throughout the country. Price is the main criterion when choosing a product
on the Ukrainian market. especially for such audiences as older people and children.
The confectionery industry is completely dependent on the import of cocoa beans. Now there is a global
shortage of this raw material, which causes an increase in the prices of cocoa beans and cocoa powder, which
Market power  are the main ingredients for making chocolate products. As a result, the final price of products increases,
of suppliers which is not a positive phenomenon, taking into account the purchasing power of the population. Also, the
number of suppliers of cocoa beans is small, if compared, for example, with the number of suppliers of milk
or sugar, which allows the supplier to dictate its rules in the confectionery market.
Threat of substitute On the confectionery market, manufacturers offer a wide range and nomenclature of products in the same
5 products or . . . . .
services categories. The appearance of substitute products on the Ukrainian market is unlikely.

Source: own design

The weighted assessment method was used to analyse
the influence of competition factors. The assessment of the
impact is carried out on a 5-point scale, where 5 points is

the maximum score, the total weight of the criteria is 1. The
assessment of the impact of the forces of competition in the
confectionery industry is given in Table 9.
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Table 9. Assessment of the influence of competition forces in the confectionery industry of Ukraine

No. Force Weight Mark Influence (+;-) Weighted mark
1 Competition between existing firms 0.2 5 - 1.0
2 Barriers for new participants 0.2 3 + 0.6
3 Market power of buyers 0.2 3 - 0.6
4 Market power of suppliers 0.3 5 - 1.5
5 Threat of substitute products or services 0.1 1 - 0.1
Total 1 - - 3.6

Source: designed by authors

The most influential factors are the market power
of suppliers (weighted score of 1.5) and the level of com-
petition in the industry (weighted score of 1.0). The lowest
impact coefficients are determined by such a criterion as
a threat from interchangeable products or services (weighted
score of 0.1), since it is unlikely and will not significantly
affect large market players. Criteria such as market power of
buyers (weighted score of 0.6) and barriers to new entrants
(weighted score of 0.6) have a medium impact. Consumer
preferences are changing, so manufacturers need to con-
stantly monitor new trends and meet new consumer needs.
There are quite a lot of barriers to entering the confection-
ery market, first of all, a high level of competition, the need

for strong financing, strict requirements for manufacturers,
so the threat of a newcomer gaining a significant share of
the market is very small.

The risk of a high level of competition in the indus-
try is manifested in the difficulty of entering the confec-
tionery market due to the presence of strong competitors
with a significant market share. The confectionery market in
Ukraine is controlled by several largest manufacturers. The
leader is SE “KK ROSHEN” with a market share of 28.73%.
Among the largest companies in the confectionery market of
Ukraine are PrJSC “HBF”, PrJSC “AVK” and JSC “VO Konti”.
An analysis of the dynamics of the volume of confectionery
production in Ukraine is given in Table 10.

Table 10. Analysis of the dynamics of the volume of confectionery production in Ukraine, 2018-2020

Volume of production. tons
2019

Name of company

2018

Market share. %
2018 2019 2020

2020/

2020 2018

1 SE “CC “ROSHEN” 205112 194168 200834 0.98 23.29 29.59 28.73 1.23
2 PJSC “HBF” 50619 52873 55357 1.09 6.07 7.63 7.92 1.30
3 PJSC “AVK” 97958 41780 53132 0.54 11.75 6.03 7.60 0.65
4 JSC “VO “Conti” 32348 30996 29953 0.93 3.88 447 4.29 1.11
5 “MIR” Confectionery Factory LLC 16245 16210 21666 1.33 1.95 2.34 3.10 1.59
6 PJSC “Mondelis Ukraine” 25150 19793 21576 0.86 3.02 2.86 3.09 1.02
7 PISC «Lviv Confectionery Factory 22561 20480 20175 093 271 295 288 1.06
Svitoch

PJSC “Dominik” 19805 19711 18468 0.94 2.38 2.84 2.64 1.11
Zhytomyr Lasoshchi PJSC 38767 32651 14780 0.38 4.65 4.71 2.11 0.45
10 Lagoda PJSC 12762 12852 11942 0.94 1.53 1.85 1.71 1.12
11 “Kviten” Confectionery Factory LLC 7289 5393 6532 0.90 0.87 0.78 0.93 1.07
12 Zaporizhia Confectionery Factory PJSC 7289 3214 3935 0.54 0.36 0.46 0.56 1.56
Others 302161 833789 240620 0.80 37.54 33.489 34.44 0.92

Total 833789 833789 698970 0.84 100 100 100 -

Source: systematised on the basis of secondary reporting of enterprises in the confectionery industry

In the structure of confectionery production in
Ukraine, the three leading positions in 2020 are occupied
by enterprises such as “Roshen” Confectionery Corporation.
“HBF” PrJSC and “AVK” PrJSC with the volumes of prod-
ucts of 200.834 tons. 55.357 tons and 53.132 tons. respec-
tively. Examining the dynamics of production growth in
2021 compared to 2018, the upward trend is characterised
by MIR Confectionery LLC with an increase in production
by 33.37% and KhBF PJSC - by 9.36%. In 2020, 44.25% of
the market is occupied by SE “KK ROSHEN”, PrJSC “HBF”

and PrJSC “AVK” with a market share of 28.73%, 7.92% and
7.60%, respectively. Having analysed the dynamics of the
distribution of market shares among enterprises in the con-
fectionery industry from 2018 to 2020. it can be stated that
the most dynamic growth is characterised by such enter-
prises as PJSC “Zaporizhskaya Confectionery Factory” -
55.56% (market share in 2018 - 0.36%, in 2020 - 0.56%)
and LLC “MIR Confectionery Factory”, whose market share
in 2020 was 3.10%, which is 58.97% more than in 2020
(1.95%).
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Considering the significant number of subjects of
large, medium, small and micro enterprises in the confec-
tionery industry (10.107 subjects. 2018), as well as the high
level of sector competition, it is advisable to use the assess-
ment of the level of concentration of the confectionery mar-
ket, in particular, using the Gervindahl-Hirschman Index (1):

HHI =Y Yl-z (1)
where Y, - market share of companies in the industry:
HHI=28.73%+7.922+7.60?+4.29°+3.10%+3.09*+2.88%+2.64*+
+2.1124+1.712+0.93%+0.56*+34.44*=965.9.

This indicator shows that the confectionery market
is very saturated. The Lind Index was used to determine the
degree of inequality between the leading players in the con-
fectionery market:

— for two players (SE “CC “ROSHEN and PJSC “HBF”) (2):

K1
I, = 75 % 100% )

where K1, K2 — market share of the first and second largest
companies:
o = Iy 273 100% = 362.8%
L2 =275 gy 0= 070
— for three players (SE “KK ROSHEN?”, PJSC “HBF” and
PJSC “AVK?) (3):
1 < K1 (K1+K2):2
IL3 = E X

0,
(K1+K3):2+ K3 )XlOO/O (3)

where K1, K2, K3 — market share of the first, second and
third largest companies:

L 1 y 28.73 s
L3727\ (28.73 + 7.60): 2
= 305.8%

— for four players (SE “KK ROSHEN?, PJSC “HBF”, PJSC
“AVK” and JSC “VO “Konti”) (4):

(28.73 + 7.92): 2
7.60

>><100%=

| 1 K1 +(K1+K2):2 (4)
==X
=3\ (K2 + K3+ K4):3 ' (K3 + K4):2

s (K1+ K2+ K3):3
K4

where K1, K2, K3, K4 — market share of the first, second,
third and fourth largest companies:

) X 100%

28.73

1 (28.73 + 7.92): 2
I, =X +
37 \(7.92 + 7.60 + 4.29): 3

(7.69 + 4.39): 2

4 (28.734+7.92 + 7.60): 3
4.29

According to the results, there are three enterprises
in the core of the confectionery market: SE “KK ROSHEN™
PrJSC “HBF” and PrJSC “AVK”. They support the oligopolistic
form of competition in the market, which is characterised by
the presence of a few of the strongest players, the formation
of price policy by reducing prices using the effect of scale in
order to crowd out competitors, secret conspiracies among the
strongest participants and other forms of interaction.

It is advisable to summarise the results of the risk
study in tabular form (Table 11) for the purpose of a gen-
eral assessment of risks in the field of confectionery pro-
duction in Ukraine.

) X 100% = 362.4%

Table 11. Research of risks in the field of confectionery production in Ukraine,
considering probability impact of their occurrence

No. Risk Probability of occurrence Impact Integral mark
1 Economic risks associated with the spread 4 3 12
of COVID-19 pandemic
Political risks associated with military aggression
2 . . 5 4 20
of the Russian Federation
3 Dependence on foreign suppliers of cocoa beans 4 5 20
4 Logistics risks 3 3 9
5 High level of competition in the confectionery market 4 4 16

of Ukraine

Note: factors are evaluated on a five-point scale, where 5 is the maximum score

Source: designed by the author

Analysing the results of the study of risks in the field
of confectionery production in Ukraine, it is appropriate to
highlight that the greatest risks are political, related to mili-
tary aggression by the Russian Federation and dependence
on foreign suppliers of cocoa beans with an integral assess-
ment of 20 points out of a possible 25. The highest integrated
assessment for risks associated with military aggression by
the Russian Federation is justified by the military situation

on the territory of Ukraine. The risk of dependence on for-
eign suppliers is associated with an environmental disaster
and a decrease in the amount of the main raw material for the
production of confectionery — cocoa beans. The risk of a high
level of competition in the confectionery market of Ukraine
was assessed at 16 points, which is 4 points less than the previ-
ous two. The confectionery market of Ukraine has an oligopo-
listic character, where market power is concentrated between
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the three largest enterprises. The economic risks associated
with the spread of COVID-19 pandemic were assessed with
an integral score of 12 points. This trend can be attributed to
the decline in the spread of COVID-19. The lowest degree
of risk among the enterprises in the confectionary industry
of Ukraine considered are logistical risks with an assessment
of 9 points. Logistical risks were partly related to the spread
of COVID-19 pandemic. Therefore, taking into account the
improvement of the sanitary-epidemic situation, the estab-
lishment of clear rules regarding quarantine restrictions, work
regime and vaccination, logistical risks have decreased. How-
ever, the issue of food safety risks and the risks of systemic
failures of confectionery supply chains still pose a threat to
reducing the efficiency of confectionery supply logistics.

It should be noted that the work uses the author’s
vision regarding the structure of the research process of the
Ukrainian confectionery market. The specificity of the con-
ducted research is revealed through the prism of focusing
on the concentration levels of the confectionery market, tak-
ing into account the influence of macro-environmental fac-
tors and assessing the share of the confectionery sector in
the GDP structure, the main forces of competition in the
confectionery industry (through a qualitative and quantita-
tive assessment of the risks of the developmental environ-
ment of the counterparties of the confectionery market), and
therefore, the need to assess the share of the main players
of the studied market; as well as analysis of the competitive
core of the Ukrainian confectionery market.

CONCLUSIONS

The modern confectionery market of Ukraine is one of the
largest sectors of the food industry, which is characterised
by the presence of a significant number of manufacturers.
The high rate of development of the confectionery indus-
try contributes to the aggravation of competitive relations
between the counterparties of the confectionery market and
affects the efliciency of the industry. The study of competi-
tive forces in the industry (with the help of M. Porter’s five
forces methodology) with the application of identification
of the concentration levels of the Ukrainian confection-
ery market made it possible to establish that the core of the

confectionery market includes the three leaders of the indus-
try (CC “Roshen”, PJSC “HBF” and PJSC “AVK”), which
support an oligopolistic form of competition in the market.

In addition to the high level of competition in the
confectionery market of Ukraine, barriers have been formed
for new participants to enter the market, which are repre-
sented by the need for powerful financial, production and
personnel resources. The market is characterised by constant
study of consumer preferences and attempts to satisty con-
sumer needs. One of the most important characteristics of
the confectionery market of Ukraine is the presence of depen-
dence on imported raw materials (dominantly cocoa beans),
which represents the powerful market power of suppliers.

The functioning of enterprises on the confection-
ery market under the conditions of crisis situations related
to overcoming the consequences of the spread of COVID-19
pandemic and military actions by the Russian Federation in
Ukraine, demonstrated the need for a significant restructur-
ing of marketing and logistics activities on the territory of
Ukraine in view of the disruption of logistics link ties and
the need to ensure the safety of production and logistics pro-
cesses, as well as the high sensitivity and derivative nature of
demand in relation to the specifics of satisfying the needs of
end consumers of confectionery products under the influ-
ence of force majeure, since the latter turned to satisfying
basic needs.

Enterprises of the confectionery industry, which fol-
low the trends of their developmental environment in terms
of adapting production and economic activities to the spe-
cifics of the security environment, will be able to maintain
the level of competitiveness in crisis situations by consolidat-
ing participants in the confectionery market and avoiding
the exit of weak counterparties from the market; to create
a product offer demanded by the market and to reconstruct
the processes of organisation of logistics activities, as well as
to strengthen its strategic positions in the studied market.

Inherent to the Ukrainian confectionary market, the
aggravation of intra-industry competition requires industry
producers to form effective functional development strate-
gies in the target confectionary markets of Ukraine, which
should become the subject of a separate study.
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Onena €sreniBHa lllanapiscbka, I0nianna-Isanna Onexkcangpisua Kmetn

Hanjionanbuuii yHiBepcuteT “JIbBiBCbKa IOJTiTeXHiKa™
79000, Byn. Crenana bangepn, 12, m. JIbBiB, Ykpaina

docnip)XeHHs1 pu3MnKiB B KOHAUTEPCbKIN ranysi YKpaiHu

AHoTauisa. Bumymieni rpancdopmariiini npomecu, CIpu4muHeHi KpU30BUMY CUTYaLliAMMY, AK-0T 60pOoTbOa 3 HaCTiAKaMu
noumipenns nmangemii COVID-19 ta popMyBaHHsA YKpaiHOIO COLIiaIbHO- €KOHOMIYHOIO Ta 0€3I1eKOBOr0 MeXaHi3My
nporupii BiltHi, cyTTEBO Bifo6pasmncs Ha crienndini GyHKIIOHYBaHHS PUHKY KOHAUTEPCLKUX BUPOOIB y HeprKasi.
OsHaueHo, 1110 HeOe3MeKa, HecTabi/IbHICTb, HeBU3HAYEHICTD, CKIAJHICTb Ta HEOTHO3HAYHICTb CYIPOBOKYIOTb PO3BUTOK
Pi3HMX collia/IbHO-eKOHOMIYHMUX CUCTEM, Y TOMY YMCIIi PUHOK KOHAUTEPChKUX BUPOOiB. MeToIo cTaTTi € pO3KpUTH
HOTEHIIia/I YKPalHCbKOI'O pUHKY KOHAUTEPChKUX BUPOOIB 3 OIVIAMy Ha 3aTOCTPEHHs KOHKYPEHLIii B yMOBaX KPM3OBUX
CUTYyaLill, BUABUTY JOMIHAHTHI YMHHVIKY BIUIMBY B CEPEJOBUIII PO3BUTKY KOHAUTEPCHKUX IIAIIPUEMCTB 3371 PO3pOOKM
aZbTepHATUB KOHKYPEHTHMX CTpaTeril /A MiATPUMKI CBOiX npofakiB. OCHOBHA 1ji/ib: IPeACTaBUTHU PE3yNAbTaTU
aHaJIi3y leTepMiHAHT PO3BUTKY PMHKY KOHIUTEPChKMX BUPOOiB B YKpaiHi B Iepiof MOMMpPEeHHA KPU3OBUX CUTYalliil
B yacTuHi igenTnikanii pusukis B cekTopi. MeTORM JOCIIIKEHHA: METOJ], €eKOHOMIYHOTI'0 aHa/Ii3y Ta MOPIBHAHHA 1A
TOCIipKeHHA crieludiky pUHKY KOHUTEPChKUX BUPOO6iB; abCTPaKTHO-IOTIYHWIT METOJ, /I TEOPETUYHOTO y3araJlbHeHHA
Ta BYCHOBKIB; PO3PaXyHOK MICTKOCTi pUHKY KOHAUTEPCHKYUX BUPOOIB Ta YaCTOK PUHKY KOHAUTEPChKUX MiAIPUEMCTB
YkpaiHy; iHTeKCHMIT MeTOJ, Ji/Is1 OLiHIOBAHHS PiBHIB KOHIJeHTpalil pUHKY KOHUTePCbKUX BUpo6iB. BucHoBKY Ta
IofaHa BapTiCTb poOOTI: pO3KPUTO crelu¢iky pO3BUTKY YKPaIHCBKOIO pUHKY KOHAUTepChbKUX BUpoOiB. [TpoBeneHo
aHaJIi3 [UHaMiKV 00cATiB BUPpOOHUITBA KOHUTEPCHKUX BUPOOiB B YKpaiHi; ineHTU(IKOBaHO YMCeIbHICTD Cy0 €KTiB
FOCIIOfAPIOBAHHA Y CETMEHTaX, ileHTU(IKOBaHNX 3a BIaMM €KOHOMIYHOI AiA/IbHOCTI Ta Y pO3pisi BeIMKOro, cepeHbOro,
MaJIoro ta MikponignpueMmuunTsa. [IpoBefeHo aHami3 00CATiB eKCIIOPTHO-IMIIOPTHMX OIepalliii 3a 03HAKOI TOBAPHOI
CTPYKTYpM 30BHILIHBOI TOPriB/i KOHAUTEpChbKMMY Bupobamu. IneHTn¢ikoBaHO Nepetik pUsUKiB cepeoByIa pO3BUTKY
KOH/IUTEPCHKUX IiAIIPUEMCTB Ta BHYTPIIIHbO I'a/Iy3€BUX PU3MKIB i3 3aCTOCYBaHHAM iMOBIpHICHOTO METO/Y OLIiHKMI
PM3UKIB; IPOBEEHO aHa/Ii3 YMHHUKIB BIUIMBY Ha UHAMIKY PO3BUTKY PMHKY KOHAUTEPCbKUX BUPOOIB 3riflHO METOAUKA
IATU CUJI KOHKypeHIil 3a M. IToprepow, 3AilicHEeHO OLIiHIOBaHHA KOHI[eHTpallil pUHKY i3 3aCTOCYBaHHAM iHIEKCHOTO
Meropy (30KpeMa, infiekcy Xepdinpana-Xipimmana ta ingexcy JIinpa). 3a pesy/nbTaTami OLiHIOBaHHS PiBHIB KOHIIEHTpaLjil
PUHKY KOHAUTEPCbKUX BUPOOiB B YKpaiHi Ta YMHHMKIB BIUIMBY Ha KOH IOHKTYPY JaHOT'O PUHKY BCTAaHOBJICHO, 1[0 10
Apa PUHKY KOHAUTEPCbKIX BUPOOIB 3a/ydeHo Tpu mifnpreMcTBa, a came 11 “KK “POIIEH” ITpAT “XB®” ra [TpAT
“ABK”, popmamu B3aeMOZII AKMX € TAEMHI 3MOBY, NOMITHKA AMKTYBAHHA LIiH 3811 yTPUMAaHHS PUHKOBOI CU/IU BIUIMBY
Ha KOHTpareHTiB rajysi Ta iHIINX CTEMKXO/NAepiB KOHAUTEPCbKOrO PUHKY Ta iHmIi ¢popMu B3aeMopii, BracTuBi s
OJIIrOIIOJIICTUYHOL CTPYKTYPU PUHKY

Knio4yoBi cnoBa: piHOK KOHJUTEPCbKUX BUPOOIB, KOHIEHTpallid PUHKY, PUHKOBa 4YacTKa, iHpexc Jlinpa, iHpexc
Xepoingana-XipuiMaHa, pUsuKY eKOHOMIYHOIL Ais/IBHOCTI, 5 CMJI KOHKYpeHIil
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