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1. | NNOVATI VEMERYELO
OF THE NATHGONAQALMY

Bardash S. V.
Doctor of Economic Sciences, Professor,
Professor at Department of Finance, Banking and Insurance
Kyiv Cooperative Institute of Business and Law

Osadcha T. S.
Doctor of Economic Sciences, Associate Professor,
Professor aDepartment of Economics, Finance and Entrepreneurship
Kherson State University

IDENTIFICATION OF TR ANSACTION COSTS
IN MODERN RENTAL REL ATIONS

Summary

The change of economic formation in the gdgviet countries caused a revision
of the relationship tothe rental relations, as well as an assessment of their
effectiveness. The latter is possible provided that transaction costs, which certainly
arise under the conditions of rental relations, are taken into account. At the
moment, their composition, and prarily under implementation of rental
relations, remains undisclosed. The research is aimed at solving the stated
problem, as well as outlining the methods of reflecting transaction costs in the
accounting system. On the basis of the study of the latektations, the existing
approaches to determining the essence of transaction costs are summarized, the
multivariateness of their classification is illustrated, the classification of
transaction costs which arise within the framework of rental relatiorts ahich
may be the basis for their reflection at the accounts is elaborated.

Introduction

Rental relations are one of the important components of a market economy and,
in general terms, they are relations that arise between-sogcimmomic agents
regardingthe distribution of rental resources. The rent theory has undergone a long
evolution in the development of economic science, during which there were
changes in approaches to determination of rent itself too.

The economic history of human development testifies to the fact that rent
relations arose along with private ownership of land. In the process of development
of a society, rent relations have undergone significant transformations, which
caused the emergem®f new types of rent. The above changes testify that the
issues of rent and rent relations have not lost their relevance, because with the



development of modern civilization, the results of redistribution of property items,
including items that can gerage rent, become permanent.

The development of rental relations led to the emergence of transaction costs, a
well as the need for their accounting, consideration of which forms the objective
assessment of the amount of income from the use of rentalcesour

Some aspects of the transformation of rent relations inquoasalist economies
are analysed in the publications of/khiiereiev, A.Grytsenko, VDementiev,

B. Kvasniuk, B.Kuzik, D.Lvov, O.Nosova, AQOleynyk, O.Paskhaver,
V. Polterovych, PSabluk, V.Tambovtsev, YYakovets, and other scholars.

However, in spite of the incontestable achievements of domestic and foreign
economic thought in the development of the rent theory, the following problems
remain illconceived: formation and developmenf rental relations in the
economies of the poSoviet countries, as well as imperfect functioning and state
regulation of rental relations.

An overview of recent publications {1I2] shows that one of the reasons that
slow down solving the identified pblems of the development of rental relations is
insufficient research dedicated to identification, measurement (assessment)
accounting, control and analysis of transaction costs, which are compulsory
elements of the system of economic relations under niaeket conditions,
including rent relations.

Currently, the definition and characteristic of the interrelation of processes
related to the realization of ownership rights to rental resources, their use, as wel
as the interaction of business entities wiitle market environment necessary for
their attraction become relevant.

The definition and characteristic of the relationship mean the establishment of a
list of costs incurred by the business unit in carrying out an economic activity
related to the reneceipt. Such a task is stipulated by the need to comply with the
principle of accrual of income and expenses as provided by AR(S) (Accounting
Regul ation (Standards) 1 fiGener al Req

The problem is not in determininghe costs associated with the direct
mobilization of rental resources in economic circulation at the business entity
level, but in determining the transaction costs associated with the business
entityds actions that I n p use possibel e
actions preceding the occurrence of
generate rent. They relate to the formation of the market position, receiving of
competitive advantages, overcoming various risks and uncertainties, markef
positioning and so forth.

One of the components of a solution of this problem is the elaboration of the
classification of transaction costs that arise within the framework of the
implementation of rental relations, as well as the definition of methods for their
reflection in the accounting system for the efficient management of such costs.



Part 1. Rental relations and their connection with transaction costs

Implementation of rental relations is carried out through a special economic
mechanism for creation andsttibution of added value, which is a set of market,
legislative, organizational, and administrative and other measures that affect the
behaviour of participants in the sphere of economic management and form a
material interest in further participation the production process. In such an
interpretation, as noted by Bvigun [14,p. 73], the economic mechanism of
implementation of rental relations can be defined as a separate rental mechanism,
under which a set of industrial and organizational structuaesystem of legal
provisions, a set of forms and methods of management is understood, using which
the process of creating, distributing, assignment, and withdrawal of income from
the use of resources in accordance with property rights and other resources
involved in the production process is implemented.

Thus, in the broad context, modern rental relations appear as a set of economic,
legal, and psychological (economic and +fem@nomic) relations between
participants in agreements on the formation and afseental resources and
income. Now, we should agree with the statement that one of the spec:lflc features
of modern rental relationship is A...de
the implementation of the property rights on resources that praduteModern
rental relations appear as a complex system of interactions of market economy
agents, which is associated with the appropriation of special forms of income from
the sale of exclusive property rights to rental resourcgs. [34], which is inlkerent
with: systematicity, structuring, overrange of the traditional rental spheres and
industries; multilevelness, coverage of all stages of the reproduction process;
dependence on the institutional principles of the implementation of property rights
to the resources producing rent; stimulation of t@ténted behaviour of economic
entities, which influences the effectiveness of competitive relations. The latter
feature is a consequence of the influence of the objective processes of modern
sociceconomicdevelopment. The remtriented behaviour of economic entities is
associated with the competition for possession and control of limited resources,
can, therefore, be productive. In particular, recipients of innovation rent,
understanding the temporality tfeir dominant position, are interested in further
innovations and implementation of new technological combinations. As a result,
the internal mechanism of selproduction of innovation rent and activation of the
corresponding activity is started. Inghease, civilized rental relations increase the
effectiveness of interactions of subjects of the innovation cycle, and rental income
iIs a reliable tool to protect their rights, incentives and awards in a context of
comprehensive intellectualization of teeonomy [9p. 15].

Thus, an important role in the implementation of rental relations becomes their
objecti a resource, the use of which in economic activity will generate rent. In
order to possess such a resource, it is usually necessary to take aetitain,
including incurring certain expenses for obtaining the property right of its further
use/operation, as well as expenses for its improvement and protection of property
rights. Such costs are identified as transaction costs.



Study of transaction cts in the implementation of ownership relations with
natural resources gains the greatest timeliness because they are directly related
the formation and distribution of natural rent, which should be considered as
economic renfl5]. In particular, speai timeliness gain transactions related to:

1 transfer of powers of the state of property to manage natural resources in the
regions, economic division of income from ownership of natural resources, costs
of protection, reproduction, and restoratiomafural resources;

T compliance with the conditions and economic and environmental restrictions
of use of certain natural resources by a separate entity or a group of economicall
separated entities, which simultaneously use the same natural resource;

T monitoring and control over the implementation of economic and
environmental restrictions.

In somewhat modified composition and content, there are transaction costs
associated with involvement/formation, use/operation of other resources that resul
in the reeipt of economic rent.

So, transformation of the mechanism of regulation of modern rental relations
should occur systematically, with mandatory improvements: methods of
accounting for rental resources and development of a method for calculating renta
income; system of taxation of extra profits taking into account specific sources and
conditions for the formation of various types of rent; institutionalization of the
forms of appropriation and withdrawal of rent by providing a clear specification of
propery rights; standardization of production, appropriation and withdrawal of
various types of rent, restriction of ineffective and promotion of their effective use
in order to increase the competitiveness of the national economy and increase th
well-being ofcitizens of the country.

The given transformation can be implemented under the conditions of
accounting of the results of rent relations, the possibility of implementation of
which will occur based on the identified legal and economic grounds [16].

Thus, & the level of economic entity, rent accounting is necessary to ensure
effective management. Based on strategic goals, owner or user of the rents
resources who receives a significant amount of rent from their certain type, car
take a decision to invest ditional funds to improve these resources to increase the
amount of rent received or to spend them for improving other resources, which are
the worst in their properties and do not generate income from their use. However
obtaining reliable information fothe development and implementation of these
management decisions can only be made on the basis of accounting transactic
costs, the amount of which affects rental income.

This assertion is based on the fact that with development of market environmen
in Ukraine, which is accompanied by strengthening of unfair competition, a
growing number of providers and consumers of goods and services, constan
interaction with banks, courts, licensing bodies, fiscal service authorities and other
stakeholders, the proe®f increasing the proportion of transaction costs in the
total expenses of the economic entity is observed.



In particular, to date, the problem of identifying the main components of the
mechanism for management of transaction cost is very importane&amt to
the enterprise. This stipulates the formation of efficient systems for managing these
costs, which is a necessary precondition for ensuring the possibility of obtaining
rent by an enterprise, that is, the stability of its development towardsvanghits
goals[17]. The control of composition and structure of transaction costs will
minimize the risk of the entityds | oss
formation of its strategic potential.

A significant contribution to the study of traadion costs was made by
R. Coase, KDahlman, A.Alchian, |.Barzel, JBuchanan, HDemsetz, M.Jensen,

W. Mackling, A. Williamson, and others.

R. Coase started an investigation of ti
t he F8]rhame@mphasizk the fact that the interaction between economic
agents is not ideal. In the modern world of incomplete information, inhabited by
limited rational people who seek to maximize their own profits and behave
opportunisticallyi the implementation of agreemeriistween economic agents
does not dispense with costs that arise both at the stage of drawing up of an
agreement, and at the stage of its implementation.

This meant that the interaction between the agents is not free of charge. Thus,
the market ceased t@lbegarded as a free-coordinating mechanism but became
regarded as a potential source of costs, which then were called transaction costs.

It is important to note that Coase associates with the problem of transaction
costs to the legal aspects of pedy because the researcher believed that the object
of the transaction is not benefit as such, but a set of legal powers regarding these
benefits, in particular: possession and use, perpetuity and responsibility,
management and alienation, protection eamgritance, prevention of harm to others
and implementation of procedures for the restoration of property, the right to
withdraw income and to receive compensation. In his publicatidfoiEkulych
notes that ADevel opi ng i deaights, aRiCoase t he
derived a pattern now known as the nACoa:
are redistributed on the basis of a market mechanism, resulting in a gradual
concentration of these rights in the hands of the most effective owner, wimaosa
wisely use the rights acquired. The consequence is the change in the production
structure and the increase in the volume of benefits produced (as opposed to the
neoclassical approach, according to which the benefit, being in the market process,
even ually always finds 1 tsel3]. by the most

The term Atransaction costso itself was
C.Dahl man in 1979 in the article AThe Pr
concept of transactiooosts to characterize the costs of collecting and processing
information, negotiating and decision making, control costs and legal protection of
contract perfor mance. AThe confirmation
costs as a separate scidotiirea of the economics by the modern foreign
economists (SAnderson, GDecker, J.TMaycher, B.D.Richman, OWilliamson
and others), which is a dominant theory used to analyse economidirimter



interaction.
M.N.Rud ak

ov use t he

of

In connection with this, Russian reseaxch¥.B.Akulov and

concept pBE]. t r a

Other researchers, including Jhnes, SGrossman, FMilgrom, D.Kreps,
J. Stigler, J.Roberts, SHill and others, have substantially deepened the stddy
transaction costs.

The study of the results of recent researches published mainly by Ukrainian
researchers has made it possible to establish that transaction costs are studied in 1

context of:

1 their essence [2; 8; 10; 11; 12; 20; 21; 23];

T control [23].

classification [14; 10; 11; 20; 23; 24; 25];
reflection in the accounting [®; 7; 10; 12; 20; 23];
management [3L2; 22; 26];
their evaluation [2324];

At the same time, modern researchers, enunciate proper understanding of thel
based on the views of foreign scientists and taking into account existing
differences in the interpretation of the nature of transaction costs, so that one o
more aspects of transaction costs should be disclosed (se€l).able

Approachestothed e f i ni t i on

of

Table 1

Aftransact.

Approach to
the definition

Authors who consider

Arise during the
exchange of
property rights

of transaction Characteristics this definition
costs
1 2 3
. . N S. Arkhiiereiev,
the relationship between individue L. Bazalieva,

and legakntities regarding the
transfer of property rights and the
content of these costscollection
and processing of information,
negotiation, decisioimaking,
control over the implementation o
the terms and conditions of the
contract, which makes it possili
improve the management system
transaction costs of the enterprise

S. Barsukov, SBila,
T. Eggertsson,
A. Oleynyk,
S. Mochernyji,
A. Zamaziy,
V. Zvenyachkina,
Y. Karpov,
R. Kapelyushnikov,
C. Menard, A.Palchuk,
O. Ocheretyana.

Costs of
interaction in
market
management
conditions

the costs of market functioning,
economic interaction, support of
economic systems running, arise
exchange, in the process of

exchange, after the exchange,

D. Kosenkov, A. Kosting
N. Moskalenko,

D. Pyatkin, N. Shygun,
L. Lopatnikov,

T. Kotskulych.

on



Endof Tablel

2

3

associated with coordination and
motivation, collective decision
making, information search, etc.;
associated with the use of a mark
mechanism for the market
promotionof goods (works,
services)

The cost of
maintaining the
contract proces

These are costs related to drawin
up, conclusion, and maintenance
contracts

J. Jones, V. Kokoryev,
M. Pushkar, Y. Summat
T. Fisher, S. Hill,
O. Shepelenko.

Costs stipulate

These are costs that:

are stipulated by the lack of
information, uncertainty and risks;
ensure consistency and coordinat

O. Hudzynskyi,
G. Kireytsev, V. Savchuk

except for the
production
costs as such

b_ythe Iac_k of of economic actions: |. Danylchuk,
information ) : . N. Levchenko,
are associated with the maintenat A Shastitko
of economic mechanisms used or ' '
the differentlevels
G. Kolodniaya,
These are operational costs in T. Kuvaldina, I. Laznya,
excess of the basic costs of V. Rybalkin,
All costs in  |production and turnover, which cg B. Rayzberg,
excess of and beinterpreted as indirect costs; L. Lozovskyi

- these are overheads that ensure
the interaction of the enterprise
with the external environment
(contractors) in order to carry out
transactions

E. Starodubtseva,
G. Kozachenko,
Y. Pogorelov,
L. Khlapionov,
G. Makukhin,
V. Lytvynenko.

* 1 drawn up using sources [®; 8; 10; 17; 27, 28; 29]

In addition to the existence of different approaches to disclosing the essence of
transaction costghere is a different view of their types, in particular, there are

distinguished costs for:

T search for price information; information about contractors of economic
transactions; entering into a commercial contract; control over its implementation,

etc.[30];

T search for business partners, obtaining information about them; negotiations;
legal registration of the agreement; control over the fulfiiment of its terms and

conditions [7 p. 290];



1 search for information sources and their processing; negatiatid contract
costs; measurement; property rights protection and specification; opportunistic
behaviour; protection against third parties [p27];

T entrance to the market and exit from the market; access to resources; transfe
specification and prettion of property rights; conclusion and maintenance of
business operations [34, 5];

1 search for consumers, suppliers, new business partners; further contractue
activity between market participants, protection of property rights; control over the
conpliance with and enforcement of contracts [5];

1 search for information; negotiation and entering into contracts, measurements
specifications and protection of property rights, opportunistic behaviour [32];

1 search for information; negotiation; measur@ine specifications and
protection of property rights; opportunistic behaviour [33154];

1 search for information; negotiation; entering into contracts; their enforcement
[10, p. 32].

Taking into consideration the purpose of the study, the disclosuransfaction
costs in the implementation of property relations, particularly regarding natural
resource$l] deserve attention. In particular, A. Martiyenko distinguishes
separately transaction costs of realization of forms and property rights to natura
resources and natural objects and distinguishes costs that create conditions for tt
owner and user of natural resource and income from its use in certain proportion:
in the system of economic relations of nature use, as well as costs of owners an
users inthe process of management of natural resources, distribution of property
and property exchange in the management of natural resourgeS85%86).

Thus, specifying transactional costs, most researchers include the cost:
associated with the exchange of peay rights, the cost of information search,
arrangement and carrying out of negotiations, legal servicing, measurement an
control over the enforcement of contracts, loss of opportunistic behaviour of
counterparties.

Transaction costs include also thestsoof attracting resources to the activities of
the economic entity, as well as its active actions in forming the market position,
obtaining competitive advantages, overcoming various risks and uncertainties
market positioning, which would ensure togettiee pOSS|b|I|ty of rengeneratlng,

I excess profit, which exceeds the amount of normal income inherent in the
conditions of perfect competition.

Unconditional is also the fact that transaction costs are typical for economic
systems that have signs ofnaarket economy that they arise entirely from all
economic entities since their implementation is obligatory because of the clear
economic interest and the corresponding desire of such erititesbtain certain
competitive advantages, therefore, tratisaccosts are, first of all, the costs of any
form of economic interaction.

Taking into account the above, transaction costs arise both at the
macroeconomic level since economic interaction is carried out between the
governments (regulators of the econonsystem functioning, including law



enforcement and judicial bodies), as well as separate economic entities, and at the
microeconomic level within the limits of the separate economic entity, since their
Implementation is aimed at extending the life cyafisuch entity.

It is important to note also the fact that a part of transaction costs has objective
nature, that is, it is connected with events generating losses (negative
consequences), and some part has subjective nature, that is, it is connected with
active actions of the economic entity and its expectations, in particular, those
relating to the receipt of certain economic benefits. In our case, attention is
concentrated on the second part of costs and is related to the intentions of the
economic enty to obtain rent, that is, an excess profit.

Part 2. Classification of transaction costs of rental relations
for the purposes of their further accounting

In the context of accounting treatment as a type of professional activity, the
problem of transaain costs is traditionally considered through the issue of their
classification, which would ensure reflection of transaction costs on the
bookkeeping accounts. According to Ar khi i erei ev, Al dent
classification characteristics of transactiarsts forms the basis of developing a
methodology for their accounting, analysis, and control as important management
functi om&]o G.Kir8ytsev adheres to the same opinion [3631].
Instead, the problem is somewhat more complex and is rét@ated limitations of
the current accounting methodology.

G. Kozachenko and others [33] emphasize the necessity of taking into
consideration the peculiarities of transaction costs during their research,
construction of systems of their measurement, acaaynand control. According
to the authors of the monograptbvipl3], AT
costs. They are hidden between other overhead costs of the enterprise and the
period costs. However, despite the invisibility, transaction coats seriously
affect the level of expenses and financial results of the enterprise, the product unit
cost and, ultimately, the price competitiveness of the enterprise. Therefore, the
study of the prerequisites and sources of transaction costs, the as#esttheir
level and the impact on the efficiency of the enterprise activity is a new task, which
requires an appropriate solutpi6hn and | us

The works of SArkhiiereiev, 0O.Vlasenko, GKireytsev, O.Kantsurov,

M. Shygun, and ZhYushchak are devoted to the most important problems in
developing the classification of transaction costs in order to ensure their possibility
to be reflected in the bookkeeping accounts.

Currently, there are various proposals of both faoreagd domestic researchers
as to the classification of transaction costs4110; 11; 20; 23-26; 34; 35; 37; 38].

In particular, OVlasenko [26p.7] distinguishes transaction costs of
microeconomic and macroeconomic origin. Costs of microeconomic origin include
losses due to unforeseen actions of competitors that manifest themselves as
unrealized and defectegroducts, or sold at lower prices, losses due to- non
fulfilment of contract terms and conditions, losses due to-falfiment of



unformalized arrangements, costs for standardization and certification of products
costs of negotiation and entering intontracts, costs of legal drawing up of the
contract, information costs related to the search for the partner, costs of marke
research and assessment of market environment, consulting and audit costs, Co:¢
of assessing the reputation of a partner.

O. Vlasenko allocates to costs of macroeconomic origin [2@] the losses
arising from the absence of an effective policy for protection of domestic economic
entities, losses due to inflation, losses due to delay in payment for products, losse
caused by a redtion in purchasing power of population, losses due to lack of
workers with necessary skills, losses occurring because of legal conflicts and
ambiguity of interpretations of the same legislative instruments, losses due to low
confidence and business ethidssses due to receivables, losses in the form of
fines and penalties due to imperfect tax legislation, losses due tvamsparent
competitive environment, losses due to unregulated property and lease relation:s
losses due to the use of poor qualitfjormation, losses caused by the lack of
structured information space, losses due to lower demand festandardized
products, loss in the form of fines and penalties for failure to comply with the
requirements of the authorities of sanitepidemiologi@l and ecological
supervision, losses for control measurements and receipt of resolutions of the
authorities of sanitargpidemiological and ecological supervision, losses due to
inaccessibility of consulting and advisory services.

O. Kantsurov [34p. 206 also concedes the grouping of approaches to the
recognition and identification of transaction costs at micro and macroeconomic
levels as one of the options. After analysing the proposals obDaviko,

T. Eggertsson, CArrow, |. Zhygley, G.Kireytsev, JKuzminova, SMalakhov,

C. Menard, D.North, H.de Soto, O.Williamson, O.Kantsurov highlights within

the framework of microeconomic level the costs of information search (buyers and
sellers), costs that arise when individuals exchange their ownerslhis radg
economic assets and secure their rights to property, costs of entering intc
monitoring contracts, enforcement of contracts, protection of third parties, costs
associated with providing access to the resources.

According to O.0. Kantsurov [34. 206, at the macroeconomic level, we
should consider the costs of economic system operation, the fee for imperfec
markets, the costs, which should be borne by individuals who want to engage in ¢
regular legal business.

O. Bondarenko [39.171] suggests diding transaction costs to institutional
transaction costs and merchandise transaction costs. The costs of institutiong
transactions include the costs of creating, implementing and eliminating formal
rules, the costs of verification as to constitutionalithe costs of control and
enforcement, and the costs of institutionalization of economic entities.

Noteworthy is the classification of transaction costs, improved by

O.Yevtushenko, which was based on the
Aafteert rtamsacti ono. Il n particul ar, by
agreement/ transactiono, t he aut hor k
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information; conducting negotiations on contract terms and conditions; entering

Into an agreement; spifying the property rights; measuring the quality of goods

and serviceso, and by t he attribute
agreement/ transactiono, the <costs are o0
rights, costs arising as a result of violation adntract terms and conditions;
monitoring; protecting against the third partiesg497].

O. Shepelenko offered his own classification based on the generalization of
accounting, financial, informational, and resource approaches to the definition of
cossk [38,p. 156]. Proposals relate to the justification of the possibility of using the
criteria for the classification of transaction costs by level and reflection in financial
documents, expediency of use, visualization, periodicity, sphere of origirs, d&fpe
the economic entitydéds activities, rel at
carrier, official economy, economic entity, economic system, transaction, that
allows to improve the quality of forecasting of the development of economic
entities, thadentification and implementation of reserve for growth of their profits.

Also worthy of note is the classification of transaction costs developed by
S. Suvorova, according to which the division of such costs is expedient to carry out
by: type of costs, ature, type of contract, entities, attitude to market mechanisms
and organizational form [25].

These and other similar exploratory works are important from the point of view
of the task of identifying factors that were previously not considered significant
making managerial decisions but influenced the cost, and hence, the effectiveness
of economic relations, including rental relations between different economic
entities at all levels of the economic system. This task is one of the most important
for the development of both science and business practices in Ukraine, which so
far are often based on outdated models and concepts of the development of
economic relations.

There are a number of suggestions that have methodological orientation and
refer to the hility to reflect transaction costs in the bookkeeping accounts.

Analysing proposals for the classification of transaction costs for accounting
purposes, it can be concluded that most of them use the transaction nature as an
additional classification seatn of the existing classification of costs in accounting.

In other words, the proposals concern the adaptation of the existing classification
of costs by the reclassification.

Thus, solving the task of constructing a an accounting model of transactipn cost
V. Bonarev [12] proposes to distinguish the following criteria: type of activity
(operational, financial and investment), way of revealing facts of economic activity
(explicit and hidden), periodicity (constant and nonrecurring), economic processes
(suppy, production, sales, investment), technology of production (quarry
economy, reception department, molding department, dityumging area, sales
department, marketing department, legal department, etc.), sphere of responsibility
(technologist, mechanicspecialist in energetics, economist, manager, etc.)
[20, p. 3-4]. Application of such an approach is foreseen only at the level of
management accounting.
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Investigating the classification of transaction costs,Skygun [20p. 343]
identified 34 classificion attributes divided by individual authors. Deep
comprehension of such a division of transaction costs allowe&hygun to
conclude that it would be expedient to distinguish additional analytical sections in
terms of administrative costs, costs of saled other operating activity.

Being aware of the complexity of the complete reflection of transaction costs in
the accounting system, ZWushchak [23p.66] came to the conclusion that
transaction costs for the purposes of their accounting can bdiethssly by the

attributes as foll ows: Atype of acti
process, costs of financial activity, investment costs, costs of extraordinary
activities),; NnStage of t he <contoaoosisct

measurement costs, costs of legal drawing up of the transaction, costs incurred i
the process of execution of contracts, costs of control over the implementation o
contract s, costs of anal ysi s of con
conracto (costs wunder the contract, w
services, costs under the contract, which involves the sale of assets or services).

An interesting proposal for the possibility of accounting for transaction costs is
stated by VLytvynenko and VTolstonog [10]. In particular, classifying
transaction costs without certain attributes, as required by the scientific
classification of any set of homogeneous phenomena, for: representative expense
costs of information search; orgaaimonal transaction costs; costs of protection of
property rights; remuneration for professional services; costs of conducting
settlements; taxes, fees, and other mandatory payments; advertising and mark
research costs; losses from opportunistic behayviather transaction costs
[10, p. 46], the authors believe that the proposed classification will allow to:
accumulate information in general on the company and its divisions; organize
synthetic accounting of transaction costs by opening correspondingcsuinés
within the expense account ATransact
transaction costs at the level of their analytical accountingo14%].

Another option of the classification was proposed by Kéntsurov
[34,p.214218], by an @empt to compare the proposed by him attributes of
transaction costs with existing administrative and other operating costs, as well a
proposals for the identification and measurement of elements of the accounting
met hod on t he synt tsdtriad i a€e c cwrstt ss:0; ¥
AFi nancial cost s o0;r efllantceodned et dauxcot;i oAnBseor
accounts to the account AnOt her oper e
admits that similar proposals for grouping costs by the itenfimancial reporting
without taking into account the institutional factors and the transactional nature of
their occurrence does not ensure full disclosure of information summarized in the
accounting in the financial statements.

So, the overwhelming majity of researchers consider the problem of reflecting
transaction costs in accounting to be possible at the level of the managemer
accounting system.

12



When characterizing transaction costs, as a rule, one pays attention to the causes
or circumstances thagive rise to them, giving them a certain negative
characteristic. It further often leads to unreasonable desire to reduce them. Without
denying such a necessity, we consider it necessary to point out that transaction
costs are more in need of managemerd aptimization than simply control,
having previously displayed them in the bookkeeping accounts. Such a reflection
cannot be an end in itself but must be derived from managerial tasks and strategic
interests. In fact, the cost incurrence, if it was doedibdrately, that is, in
accordance with managerial interests, is aimed at obtaining certain economic
benefits, including rent.

Being aware of the need to classify transaction costs arising from rental
relations, it should be taken into account that tlgueition of the right to a rental
resource, the sale of goods made using rent property, the transfer of rental property
to another entity occurs on the basis of agreenietrisnsactions only. For this
reason, consideration of the essence of transactists, distinguishing their types
becomes important for improving the efficiency of rental relations.

Thus, transaction costs, which certainly arise within the framework of the
implementation of rental relations, can be classified according tdotlmeving
attributes and can be distinguished by the types as follows:

)by the attribute fAbefore entering into

1.17 costs of information search:

1.1.1)costs of information search at the stage of attracting rental resource;

1.1.2)costs & the search for information about potential partners and consumers
of products produced with the use of the rental resource;

1.1.3)costs of advertising and meetings with potential clients; costs, which will
be recognized as damages due to unreliablenEbon;

1.27 costs of negotiating as to the contract terms and conditions:

1.2.1) costs for negotiations as to the terms and conditions, as well as forms of
an agreement on the acquisition of the right to use/operate the rental resource
and/or sale oproducts, which will bring income including rental,

1.2.2) costs of consulting services of legal and economic nature;

1.371 costs of entering into an agreement:

1.3.1) costs of negotiating the content of an agreement;

1.3.2) costs of drawing up, registrti of the agreement and documents to be
developed under the transaction results;

1.47 costs of the specification of property rights:

1.4.1) costs of registration of property rights;

1.4.2) costs of legal support;

1.57 costs of measuring the quality ofas and services, the subsequent sale
of which will form income including rental:

1.5.1) costs of the development and implementation of technical, technological,
and quality standards;

1.5.2) costs of quality control;

1.5.3) costs of measuring equipmehg theasurement process;
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1.5.4) costs of quality measurement services provided by the third party;

1.5.5) costs recognized as losses from measurement errors;

2) by the attribute Rnafter entering

2.171 costs of protection of property right

2.1.1) costs of services of state and judicial authorities;

2.1.2) costs of establishing the rights violated when executing contracts;

2.1.3) costs recognized as damages from inadequate property rights and the
protection;

2.21 costs incurred asrasult of the contract breach;

2.2.1) costs of opportunistic behaviour;

2.2.2) losses from events not covered by the contract;

2.3 17 costs of monitoring compliance with the terms and conditions of the
agreement;

2.471 costs of protection against the thpdrties;

2.4.1) costs of physical protection of the rental resource;

2.4.2) costs of protection against claims of the third parties on the share of renta
income;

2.57 costs of accounting, reporting (its submission), and administration of rent
payments.

We suggest reflecting the classification of transaction costs by distinguishing
additional analytical sections to administrative costs, costs of sales and othe
operating costs.

Conclusions

Based on the results of the study carried out, it was foundrdregaction costs
cannot be taken exclusively negatively. They are a necessary component o
successful activity an economic entity. Neglecting information on transaction costs
leads to incorrect management decisions and, as a consequence, the incigase in r
and deterioration in the financial position of the entity.

The activity of enterprises is significantly influenced by environmental factors;
however, t he exi stence o f an effect
management is an essential factot thetermines the effectiveness of its activities
and the corresponding level of financial stability. The primary task of management
IS to achieve the planned result at the optimal level of transaction costs. The contrc
of the composition and structure todnsaction costs will contribute to the increase
of profitability and financial sustainability of economic entities.

Implementation of proposals as to the classification of transaction costs at the
level of accounting is possible only under the conditioinits systematic
methodological transformation based on the theoretical basis of neo
institutionalism and rent theory.

In order to improve the information provision of the process of making
management decisions by the entities of rental income, a dasietfi of transaction
costs has been constructed, which maximally reflects their types and may be the bas
for the organization of their management accounting, control, and analysis.
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FEATURES OF ORGANIC PRODUCTION TECHNOLOG Y

Summary

The attention of the world community to the production of organic products is
steadily increasing. This attitudés dictated not only by the care for the
environment but also by the care for our own health. The main trend of the world
market was the increase in demand for organic products in most countries.
Organic production in Ukraine is characterized by insigrfit volumes and an
assortment of production. However, domestic and foreign consumers are
interested in environmentally friendly products of the berry industry, in particular,
strawberries. Their production is supported by a proper resource base and
climatic conditions.

Introduction

The degradation of the living environment and the depletion of the natural
resources of agriculture significantly impede the processes of transition of the
domestic economy to the one, declared Rio de Jafi€82)[1]. The curent
unbalanced system for the use of natural resources (land and water) contradic
Ukraineds strategic interests and end.
security, as well as human health. The current state of the natural environment @
Ukraine is estimated as a crisis since its-siewal and selfeproduction are no
longer possible. Hence, humanity in the process of historical development came to a
understanding of the need of the environmendiligcted development, including the
devdopment of organic production of agricultural products

According to this, there is a gradual transition from intensive industrial
agricultural production to organic (in particular, biological or ecological), which
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provides rational ways of using energyswoarces and reducing environmental
pollution, obtaining high quality of agricultural products, preserving and
improving the fertility of the soil, nowaste utilization of agricultural products.

There is a steady increase in demand for organic productbeinworld.
According to Swiss experts, the market for organic products in the world is about
$90billion. More than 2million farms are engaged in ecological production in the
world. Comparing to 1999, the area of land allocated for organic agriculttine in
world has increased more than three times.

The organic market in Ukraine is developing steadily. Thanks to the size of the
country, geographic location, proximity to potential international buyers and fertile
soils, Ukraine has favourable conditions fwganic agriculture. Over the past seven
years, the organic market in Ukraine has gr@@itimes and ranges from 1 to 2% [2].
However, there are factors that slow down this process. Among them are the
reduction of the purchasing power of the populatite underdeveloped legal
framework and the lack of awareness of both consumers and producers of organic
products regarding the characteristics of its cultivation and sale. A promising activity
Is the production of organic berries, as the berry farm3ry@ars goes to the point of
breakeven, its profitabilityi more than 100% in $ears of work [3]. Today, the
number of certified operators of organic berry production in Ukraine is approaching
100. The leader in popularity among crops among organics ipb&ag
(51producers with a total area of more than 280 hectares). 19 operators grow
strawberry garden on a total area of just over 25 hectares. The same area is occupied
by blueberries planted by 10 organic farms. Six producers are engaged in blackberry
and currants on the area of 15 and 5 hectares. Also, the niche of berry crops is gaining
momentum: honeysuckle, gooseberry, cornel [4]. That is why it is important to
consider the peculiarities of organic berry production and its efficiency.

Ecological agulture is a new trend in the global economy. It arose in contrast
to intensive agrotechnology, enhanced use of chemical fertilizers, pesticides,
herbicides, as well as genetic engineering. Genetically modified foods and
products that have been used in fh@duction of GMorganisms are another
vector of development of modern world production.

Part 1. Technological features of strawberry growing on organic technology

Strawberries are the most widespread berry culture in Ukraine and in many other
countries.According to FAO statistics, leaders in its cultivation are the USA,
Germany, China, Spain, Italy, and Poland. This confirms an important role of
berries in the life and nutrition of people. Strawberfidsod, vitamin, medicinal,
cosmetic plant. Fruitare consumed fresh, dried, and used for cooking jams,
syrups, juices etc. These berries are a valuable source of vitamins. Fruit juices
contain sugars (up to 10%), citric, apple and salicylic acids (1.6%), tannins and
colorants, pectin. In addition, theyeacharacterized by high content of Fe, K, Mn,
P, Ca, Co biologically active substances, essential oils. Fruits and leaves of
strawberries are rich in vitamins, in fruits contain vitamin C (up tan§@%),
carotene (0.081g %), vitamin B1 (0.03ng%), vitamin 132 (0.1mg%),
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vitamin K (0,1 mg %), PP. Strawberries can also be used as a source of vitamin C
(400mg%). Due to the high content of various nutrients, in particular, mineral
(especially K, Mg, and Fe), the acid production of this plant has a dexneta
nutritional value and requires constant attention to the evaluation and selection o
the best and new varieties not only in terms of yield but also taste commodity
chemicetechnological and in general adaptive properties. It is necessary to
emphasizethe importance of growing strawberries in the garden using organic
technology, which will increase the value of berries.

The word Aorgani co S t he l abell in
Production Act. This system is based on the minimal usetefred bioresources
and on management actions that restore, preserve, and expand the intern
ecological harmony of agricultural production. This is a complex of ecologically
safe agriculture, which promotes the development and maintenance of biodiversity
biological cycles, and the biodynamic state of the soil. In addition, organic
technology allows growing more qualitative, tasty, and useful products and thus
does not harm the environment.

According to the definition of the International Federation of &Dig
Agriculture Movement s (1 ap@dubtipnsyster@tha a n
supports the health of soils, ecosystems and people. It depends on ecologic:
processes, biological diversity, and natural cycles that are specific to local
conditions whié avoiding the use of harmful resources that cause adverse effects
Organic agriculture combines traditions, innovation and science to improve the
environment and promote the development of just relationships and a decen
standard of living for all of tha b o {5k 0

Manufacturers, suppliers, and retailers of organic products firmly adhere to the
principles and standards that allow the preservation of the natural qualities of
agricultural crops (products). The main objective of organic agriculture is to
optimize the health indicators of the population and the productivity of
interconnected natural systeinsoil life, plants, animals, and people.

The main advantages of organic agricultural production in Ukraine are:

1. independence from industrial chemicaisduction of energy intensity of
agricultural production, substantial reduction of production costs, and dependence
on external financing;

2. environmental benefits minimizing the negative impact on the environment
through the prevention of land degréida (erosion, increased acidity, salinity),
preservation and restoration of their natural fertility; termination of pollution of
water basins and underground waters, purification of sources of potable water fron
toxic chemicals, reduction of greenhouss gaissions and carbon sequestration;

3. conservation of biodiversity and genetic banks of plants and animals, refusa
to dominate monocultures, keeping animals in close proximity to the natural
environment;

4. development of local, national, and interoatii markets for organic
products, promotion of fair international trade;
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5. rural job growth, new prospects for small farms and rural communities, in
particular, due to increased profitability;

6. increasing the autonomy and responsibility of agrariadym@rs in the
process of making managerial decisions, promoting innovative agricultural
research, increasing the role of local knowledge and initiatives;

7. healthy, environmentally friendly and higlality food [6].

Despite this, traditional agricultusill remains the most popular in the world,
as it provides the highest yield, fruiting stability, and good product appearance. Its
main features are the use of weakly growing rootstocks and planting densities
together with the introduction of a large nuentof fertilizers and plant protection
products. Unfortunately, the traditional system is characterized by a harmful effect
on nature and the human body during the use of intensive methods of growing
agricultural products.

The basic principle of the organfarming system is agricultural production,
which is as close as possible to the natural and beautiful appearance and with the
guaranteed yield. Organic companies aim at preserving the environment and
improving the living conditions of the population. Tihasis of such systems is the
use of locallyspecific soil fertility as a key element of successful production. Such
systems use the natural potential of plants, animals and landscapes and aim at
harmonizing agricultural practices and the environment.

Manuacturers of organic strawberries should take measures to optimize
landscapes and biodiversity. Thus, at least 7% of the total area of the holding
should be allocated under the emme; if the farm is surrounded by the
abovementioned sites that are na firoperty of the farm, operators can use the
boundary zones as ezones; clearing of primary ecosystems is prohibited [7].

The field for the creation of strawberry plants should be based on the following
requirements:

i good drainage (preferably a lightnechanical soil composition, low
groundwater level, no flood during the thunderstorms);

I protection from the prevailing winter winds (with a significant decrease in
temperature during the winter period, the risk of freezing of plantations will be
considerably higher in an unprotected area, where the snow cover will not be
stable);

I appropriate exposure of the slope (on the slopes of the southern and southwest
exposition in the spring, the soil will warm up faster, which allows early spring
field work at such sites earlier, but for varieties with early flowering, the risk of
damage to the colour of spring frost will be higher);

I no stagnation of cold air (avoiding closed basins).

In addition, organic management practices should maintain and imih@geil,
optimize water quality and ensure the rational and responsible use of water
resources. Facilities must minimize the destruction of the upper layer of soil by
minimizing soil cultivation, contouring plough cultivation, selecting crops,
ensuring sil cover by plants, and introducing other types of soil conservation.
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When growing organic strawberries, genetic diversity should be taken into
account when selecting varieties and species; varieties that are best suited fc
organic farming systems andeusarieties of organic origin should be preferred.
Seeds and seedlings should be multiplied according to organic requiréntet@s
generation for annual plants, and for perenniatsvo growth periods or twelve
months, before they are certified as orgadeds and planting material.

Organic farming requires compliance with the conversion period. The
conversion period promotes the establishment of an organic farming system ant
improves soll fertility. Organic berry products can be certified if the reqeintsn
of the standards have been fulfilled for at leastmi&hths before the start of
production. Perennials (except for meadows and pastures) can be certified 3
months before harvesting. The length of the conversion period should be adapte
depending onhe previous use of the land; ecological condition of the site and its
consegqguences; the operatoros experien

In the organic farming system, it is necessary to make a sufficient amount of
microbiological material of plant or animal origin to increase toleast maintain
the fertility and biological activity of the soil. All organic production systems must
demonstrate a set of positive processes/mechanisms capable of regulating pes
weeds, and diseases under normal conditions.

The advantage of this systds that the producer receives a higher level of profit
at the expense of higher prices for organic products, and the population is able t
buy ecofriendly food, without fear for their health. Organic gardening is
characterized by a ban on the use ofaerah fertilizers and pesticides, which has a
positive effect on the quality of fruits and berries (Table

In organic growing of berry crops and, in particular, strawberries, priority tasks
are not only the production of environmentally friendly produei$ also the
preservation of the maximum possible potential of cultural productivity. This
condition separates into an agrotechnical group measures that minimize the
accumulation of harmful compounds in berries.

Table 1
Comparison of organic and traditional berry production systems [8]

Used in
organic production traditional production
natural means (antagonists plan
insects and birds) for the chemical agents (pesticides) to destroy p
destruction of pests
natural fertilizers (compost,

chemical, mineral fertilizers

humus)
crop rotation, mulching, weedin{ chemical agents (herbicides) for controllir
for weed control weeds

Source: own processing
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Among such techniques, there are covering the plantations with agrotex and
mulching of soil, alloceed for getting early production, improving plant
productivity and improving the quality of the harvest.

In turn, it creates conditions for the growth of economic indicators of the
efficiency of cultivating a culture. Measures to cover the placementavils@rries
and multtcoloured soils in the educationa@search and production department of
the Uman National University of Horticulture are studied in experimental fields
from 2004till now. Strains of strawberries of different reaches were tested in the
research patterns. Plants were covered with white agrohuric acid at a density of
23 g/nt in spring (23 weeks before the beginning of the vegetation). The soil was
multi-coloured with straw and black film and agrotex. As a result of our
researches, it watund that the early vegetation cover with planting agrotex
contributed to a significant increase in the yield of experimental varieties
consistently in different years of cultivation and on average over the entire period
of research (Tabl2).

The signifcant increase in yield compared to uncovered plants was, over the
years, 2.24.0t/ha or 173 0 % f qg=1.3. Wtf the same time, the reliable
increase in the commercial quality of berries of all experimental varieties of
strawberries in comparison witketsies on unsorted plots amounted t0-4.6% on
aver agse48)1 wt

Table 2

The productivity of organic strawberries depending
on the covering with agrotex

<>1<.> > o . >
+— . — O\o Y . E
@ 28 2 S 5| = § S & c 2 8
g e | g8, |c8| 58 (585 E3
= = cQo® I Q |0 5 o
g SE 58S |85 856 |£a< gD
Darunok V‘éﬁb‘;‘;t 128 | 70.4 | 129358| 7326 | 39,15
uchyteliu uercoverl 150 | 75.6 | 118317 | 102.80| 52.13
Festyvalna| "ThoU' | 146 | 71,5 | 1201,02| 97,43 | 49,87
romashka e coverl  17.9 | 76.0 | 107557 | 14175  67.35
. Without | 15, | 758 126027| 8132 | 4283
Rusanivka cover
With cover 16,7 83,2 | 1115,97 | 125,63 61,29
Without | 136 | 771 | 124975 | 84.00 | 44,03
Elsanta cover
With cover 17,6 86,7 | 1085,20 | 137,72 65,87

1 Ubf 1,3 4,3 - - -
Source: owrprocessing
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The strong influence on the productivity of strawberries is the maintenance of
the soil in the planting. During a long period of research, we established the
average performance of strawberry growth depending on the type of muilch
material (Table3). In all variants of the experiment, there were significantly higher
efficiencies compared to areas where the soil was not mulched.

Table 3
The productivity of organic strawberries depending
on the mulching of the soil in the plantings
é ) é o 2 ? — E >
> 9 < | 8% | 28| 82 | E¢
Varieties £ = €4 | 5E | 24 | 8°
3£ s | 58| B5 | 85| 8¢
O = > O o O o a c oo
Without | 155 | g04 |1174,56| 105,49 | 53,25
mulching
Rusanivka Film 18,4 83,0 |1060,16| 148,46 | 69,79
Straw 17,6 84,2 | 1085,20| 137,72 | 65,87
Agrotex 18,7 83,9 | 1051,28| 152,49 | 71,22
Without | 163 | 751 |1130,64| 120,26 | 59,20
Festyvalna mulching
romgshka Film 21,3 81,7 | 984,02 | 187,40 | 82,92
Straw 19,5 84,5 | 1028,83| 163,23 | 74,96
Agrotex 22,3 83,1 | 962,04 | 200,83 | 87,10
Without | 131 | 766 |1276,58 77,20 | 41,00
mulching
Dukat Film 19,3 82,3 | 1034,28| 160,54 | 74,03
Straw 17,1 83,7 | 1101,93| 131,00 | 63,35
Agrotex 20,0 83,4 | 1015,63| 169,95 | 77,23
1 Wbk 2,4 4,8 § § §

Source: own processing

On average, mulching of sail significantly increadies yield on 3.26.9t/ha, or
20-30%. Among the mulch materials used, the best growing conditions for plants
were the variant with mulching of soil with black agrotex. For all years of research
in this variant, the highest yields were noted, and on age28Bt/ha, while the
control was 14.9 / ha {§o2.4. Gomyaring this variant with mulching with
black film and straw, the increase in yield is-@,9t/ha, which on average during
the years of researchwasl16 % f @gsF1,9. wt

Among the investigted variants, high commodity quality of berries obtained as
mulching of soil with a black film and agrotex. The use of mulch materials
contributed to the improvement of the purity of berries, as well as increased their
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average weight, which prompted theciease and overall merchantable quality.
A significant increase in marketability by18% has contributed to the coating of
soil with straw and black agrotex compared to-soaked soil. For mulching of
soil with black film, the index of commodity qualitgf berries significantly
increased by-49% (NIR05= 1,0-2,6) to twaeyear fruiting.

Part 2. The efficiency of production of organic strawberries in Ukraine

Agronomic measures for strawberry cultivation were developed by Professor of
the Department of Fruiand Viticulture of the Uman National University of
Horticulture, Candidate of Agricultural Sciences Butsyk Roman.

To comply with the requirements for the production of certified organic
products, it was decided to use biological means of plant proteaamst
diseases and pests of Ukrainian production: Lepidocide, Baktofit,
Pseudobacterius, Aktofit. They help to effectively deal with the same problem
as chemical analogues, but do it much more qualitatively and less costly, and most
importantly, it iss a f e . But syk Roman ofd$epedo tae
fertilizer, which possesses high bactericidal and fungicidal properties, is absolutely
safe and harmless not just for men, and for animals, insects, plants, contains in a
dissolved and physiologadly active state all components of bio humus.
Collaboration with this scientist has given us the opportunity to create an effective
method for growing organic strawberries in small and large farms.

By comparing the efficiency of growing strawberries iivate peasant farms
and households, we see that the organic farming system prevails over traditional
indicators (Tablet).

Table 4

Economic estimation of laying and use of berry in different types of farms
and systems products cultivation

Personal peasant

Partner farms Farmers
1 2 3
System of production Intensive | Organic | Intensive| Organic
Land 0,3 ha 10 ha
Capital investments for laying
plantations per 1 hectare, 155,48 174,25 244,99 216,24

thousand UAH

Planting costs per 1 hectare,
thousandJAH 161,45 | 124,67 | 200,05 | 141,13

Productivity, t/ha 200 140 200 140

Cost of 1 t of manufactured
goods, UAH 745,17 795,79 923,30 900,86
Sales price of 1 t of product,

UAH

1600 2200 1800 2200
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Endof Table4

1 2 3
Profit from the sale of 1 t of
oroducts UAH 854,83 | 1404,21 876,7 1299,14
Bmt on 1 hectare, thousand | 515 40 | 20752 | 169,95 | 189,42
Proficiency rate, % 119,60 151,32 77,23 122,01
The coefficient of economic
efficiency of capital 1,37 1,19 0,69 0,88
investments
Recovery of capitahvestments 0,7 0,8 1,4 1,1

Source: calculated by the authors

The size of capital investments varies more depending on the ownership of the
economy, rather than the chosen direction of production. Then the costs of growinc
organic strawberries in botlgpes of farms are much lower. Organic plantings do
not require significant funds to care for them after fruiting, although they require a
significant amount of manual labour.

The prospects for the development of small agricultural organic production are
considered to be mostly due to the sp
The small di stance of the peasantso |
they are close to each other) allows us to minimize most types of production costs.

According to our calculations, the direct costs of strawberries production were
lower in organic farms than in traditional ones (Table 5). Mechanical and manual
weed control occupied a share of 31.1% of the total direct costs of production.
Fighting pests andliseases accounted for 15% of the total direct costs of
production (Figl). Under the traditional system, 22.7% of the total direct
expenditures came from pest and disease control, 57% for fruit harvesting, anc
only 10.1% for soil cultivation.

Transportdon and labour costs associated with the delivery of labour to the
workplace and products to storage locations are significantly reduced. In addition, the
presence of the minimum necessary conditions for production, the possibility of using
the land, thework of the family, cheap primitive tools for cultivating the soil and
adjoining premises for the storage of products contribute to the fact that in any
economic situation in the country peasants always grow certain species products fc
personal and indusal consumption, as well as for marketing on the market.

Increasing organic strawberries significantly reduces the cost of introducing
chemical fertilizers, as organic ones can be used instead @able

However, in recent times, it is quite difficult fsmd enough organic fertilizers.

In addition, a small farm rarely has a technique for loading and adding organic
matter. The need for immediate production of organic fertilizers (with only one
dayobs del ay, most of t he atesthe argpeizatiow i |
of work'i since most farms have only one tractor.
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m soil treatment

® plant protection

harvesting and
transporting the crop

44,1 .
20,0 +—— I — I m fertilizer

10,2
oo Mol T —mssm

traditional production organic production

Fig. 1. Structure of direct costs for organic and conventional (intensive)
strawberry cultivation methods (calculated by the authors)

An alternative in this situation may be sidepalirs in the year before planting
the plantations. At relatively low cost, the same agromeliorative effect is obtained.

What is more, when crossed flowers (rape or mustard) are used as siderates, in
addition to increasing the organic matter content angroning the soil texture,

the phytosanitary cleaning of the field is carried out and the availability of nutrients
(especially phosphorus) is increased.

To reduce manual expenditure in the cultivation of berry production in the
conditions of the suburbarepsant and farms, you can arrange harvesting on the
syst emyouirpowrck -pr c K. The peculiarity is
farms, collect berries, fruits or vegetables themselves. And on the way out of the
field all weigh and pay for every kilogram.

AThere was a time when such farms were
changes. | think the reason is that there is a growing number of people who are
interested in buying locally produced goods, knowing where it was grown and
under what conditions, says Rose Scor a, a |l ecturer i
of Wisconsin, a department in the city of Kenofdla

It should also be mentioned that such farms are a peculiar type efoagism
and are very popular among the inhabitants of the dewtlopentries because for
many it is an occasion to go out to nature with their families or friends and spend

time outdoors among the orchards. Of t en
berries. Consumers can buy them, but at other prices than if #reyreadeeming

those that were collected by themsel ves
of fo product, there are |jams, honey, and
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Why is this system very popular among farm owners and why they can offer
lower prices? The answer is simpleecause it allows them to save on hiring
temporary workers. Considering that farmers usually have several hectares of
garden trees or berry bushes and shrubs, it is quite difficult to collect such amount
of fruits and berries in a short time, so that tlexision to make buyers work
themselves is quite advantageous.

To organize the activities of an enterprise that would successfully cultivate
organic products, a marketing strategy for future business needs to be formed. The
production of quality productdoes not always mean an effective activity of the
enterprise. Profitability depends on a combination of volume of production, quality
of products, and a reliable marketing strategy. The channels of organic fruit and
berries are quite different. Some busises are bidding for fresh produce directly
on the market or through an intermediary in retail chains, while others are
collaborating with producers of organic jams and fruit fillers. When entering the
market, manufacturers should take into account th&t sales channel has its own
requirements for products. For example, consumers visiting grocery markets are
looking for good products with a pronounced taste and in a phase of full ripeness,
while supermarkets need homogeneous products with the abilitsgrtsport over
long distances. Therefore, it is very important to find a market niche, where the
organic enterprise can meet the needs of customers in terms of quality, quantity,
and time of delivery of products.

The main channels for the sale of orgaagricultural products are shown in
Figure2.

Supermarkets with special Online shops specialized in
departments for organic products organic products

Recycling in the Possible directions for the implementatio
household of organic fruitrich products

[ Export to other \] [Specialized organic} [ Processing enterprises that produﬂ

countries shops organicproducts

Fig. 2. Channels of organic production in Ukraine
Source: the authoros devel opment
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An important place in the implementation of environméyntiiendly fruit and
berries is occupied by small specialized organic stores in large cities. Among them
there are networks of -ShiokefTiH&N@Ee uHO
Organic Erao. Every vyear the | mnidneor es
organic products grows and, accordingly, the supply on the market is expanding
Supermarkets, starting with several types of environmental products on shelves
expanded to entire organic departments. Such retail chains as Silpo, Ashan, Milky
Way, Delight, Furshet, Megamarket, Novus, and others give more and more spact
on the shelves to organic fruit and berries, as well as products for their processin
(Jams, juices).

In order to promote the ecological movement in Ukraine, the Experimental
Institute of Organic Agriculture (FiBLSwitzerland) periodically organizes -all
Ukrainian and local fairs of organic agricultural products in the open air.

Scientific and technological progress caused profound changes not only in the
scheme of placement of plantggf perennial plantations and their design but also
led to the need to switch to the laying of intensive or organic gardens in the level
of concentration and specialization in the system of machines and productior
processes in these industries, in methafdsrigation and irrigation systems, in the
organization of plant protection against pests and diseases. It also demanded tf
introduction of the newest methods of growing the material, intensifying seedlings.

For the transfer of production on a modesasib, it is necessary to significantly
expand and improve seedlings. In addition, fundamental improvement in this aree
of gardening is also needed to provide seedlings to horticultural and households
At present, seedling farms do not cope with the tagksraduction of planting
material of the necessary bregadade composition, the required quantity and in
time. The development of fertilization on the basis of service cooperatives should
be one of the areas of state support for gardening.

The cooperativenovement has received support not only from the state but also
from large companies recently. The world leader in dairy productible Danone
Group (France) intends to develop strawberry growers in Ukraine. In the
framework of the project, the first sivherry cooperative was created in the village
Losiatyn (Kremenets district, Ternopil region). Implementation of the first phase of
the project involves financing for a total amount of aboutniilBon euros.
Strawberry plants of 1lBectares have alreadyeilded the first harvest; another
10 hectares are just planted. It is planned to expand the area by anohiests@s.

The project aims to help at least 500 owners of private peasant farms to increas
their own profits by combining them into a farm semg cooperative (SOC) for

the production of strawberries on the basis of modern technology and wholesalg
through a cooperative.

The project is being implemented on the basis of the Losyatynsky Milk Source,
which will provide its members with services fgmowing, storing, and marketing
strawberries in both the common field and their own sites. Investments will be
aimed at gradually increasing the area of planting strawberries uphectfres.

The bulk of the harvested strawberries will be purchased InpiaUKraine and
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Donors and will supply this raw material to Danone plants for the production of

natural additives from strawberries to dairy products. As -Gdarstoph Lau,
Director of Soci al | nnovattheoccooperaivaad EcC 0sS Yy
only helps farmers, but also provides the corporation with -bigdlity raw

materials, and also makes products more attractive in the eyes of consumers since

It 1s 100% made from Ukrainian raw mater
|l tds worth noting t h28ctstake a she Amercanrbablpa n o n ¢
food manufacturer AHappy Familyo. That |

the market share of organic produfits].

Conclusion

The natural and climatic conditions of Ukraine are favourable for growing
strawberries nobnly to satisfy the needs of the population but also to form a
significant export potential. Strawberry garden is the most widespread berry
culture in Ukraine, which is characterized by a nutritional, vitamin, medicinal, and
cosmetic value. Strengtheningmproving, and dietary value of strawberries
require the production of highuality berries using organic production technology.

In general, organic production is developing rapidly in the world and confidently
takes its niche along with products growrtreditional technologies. It is based on
the principles of health, ecology, justice, and careful attitude. Organic farming is a
holistic and systematic approach based on a number of processes that ensure the
sustainable development of ecosystems, safe, fgodd plant nutrition, animal
welfare, and social justice. Organic berriegrganic production associated with
the cultivation and harvesting of berry crops in accordance with the requirements
of the legislation in the field of organic production, ciatidn and labelling of
organic products.

The general requirements for organic production are: separation in time or space
of production and storage of organic products; the use of technologies that meet the
requirements of legislation in the field of orgarproduction, circulation and
labelling of organic products; use of predominantly renewable resources and own
resources, including products of waste processing angrdgucts of plant and
animal origin, provided that they meet the requirements for argamiduction;
using technologies that do not harm peo
pollution of the environment; the use of food additives, trace elements and
additives for technological purposes in the maximum allowable quantities
determined ¥ the legislation on organic production, circulation and labelling of
organic products; use of water as an ingredient of organic production, which meets
the requirements established by the legislation for drinking water; a ban on the
mixing of the same olnic and inorganic ingredients in one organic product.

The authors developed the strawberry growing technology for the organic
system and carried out its comprehensive economic assessment in comparison with
the traditional system of cultivating products different categories of farms.
Comparing the efficiency of growing strawberries in private peasant and farm
enterprises, we see that the organic farming system prevails over traditional
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indicators. The size of capital investments varies more dependiting @wnership

of the economy, rather than the chosen direction of production. While the costs of
organic strawberries in both types of farms are much lower. Organic plantings do
not require significant funds to care for them after fruiting, although thgyire a
significant amount of manual labour. According to calc