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IMPACT INVESTMENT IN POST-WAR UKRAINE

To restore the economy of Ukraine in the post-war period, it is expedient to work out applicable
communication tools with investors. With respect to the global market, there is a noticeable trend
towards an increase in impact investments in 2016-2022 by $ 1,050 billion or in other words, 10.21
times. The rapid growth of impact investing at the global level testifies to the significance of investments
aimed at achieving the provisions of the concept of sustainable development.

The purpose of the study is to elaborate theoretical and practical provisions for information
support of impact investing in order to attract financial resources to restore the economic activity of
business entities in the post-war period in compliance with the sustainable development guidelines.

Having conducted a study of the published non-financial reporting of large and medium-sized
industrial enterprises of Ukraine, it was found that only 22.7% thereof prepare a Sustainable Development
Report annually. With respect to the selected enterprises group, 91% prepare a management report in
an arbitrary form and publish it on their official website. Having conducted a study of published non-
financial reporting of large and medium-sized industrial enterprises in Ukraine, it turned out that only
22.7% of them annually prepare a Sustainable Development Report. In the selected group of enterprises,
91% prepare a management report in any form and publish it on their official website. However, given
the arbitrary form of information presentation, investors cannot fully obtain up-to-date information
about the company’s social policy and environmental activities. In addition, the formation of reporting
on issues of sustainable development and social responsibility has not yet become widespread among
Ukrainian enterprises, which hinders the development of impact investing in Ukraine.

© I. Zamula, O. Shavurska, M. Tanasiieva, V. Travin, 2024 105



ISSN 2074-5354 (print), ISSN 2522-9745 (online). ACADEMY REVIEW. 2024. Ne 1 (60)

Especially with regard to increasing the investment attractiveness of Ukrainian enterprises, the
structure has been clarified and meaningful recommendations have been developed regarding the
information content of the Management Report, which will contribute to increasing the transparency of
reporting and attract influential investors.

Keywords: impact investing, investment project, sustainable development, reporting, financial
reporting, reporting on sustainable development, social effect, environmental effect
JEL classification: E 62, F 21, H 56

Jlis BimHOBIICHHsST YKpaiHW B TICIHSBOEHHHI TEpioJ] HECOOXiTHHUM € CTBOPEHHS YMOB JUIS
3aJy4eHHS IHBECTHIIIH, a camMe: BPETryJIIOBaHHS Ha 3aKOHO/IaBYOMY PiBHI COLIAIBHO BiITOBITAIBHOTO
IHBECTYBaHHS, TEPETJIsA aJAMIHICTPYBaHHS MMONATKIB 1 300piB, PO3KPUTTS y 3BITHOCTI MiATIPHEMCTB
iH(popMaii Ipo comiadbHy Ta €KOJOTIYHY MisUIBHICTH Ta i OMPIIIIOJHEHHS 3 METOI0 iH(OpPMYyBaHHS
MOTEHLIHHNAX 1HBECTOPIB MPO MOXJIIMBI PU3MKU Ta 3arpo3u, a Takoxk (HOPMYBaHHS MMOCEPEAHUIIBKUX
1aTGOpM JUIsl IHBECTOPIB, sIKI 0a)KaroTh 3/1IHCHIOBATH KaIliTAIOBKIIAICHHS B CTAJIMI PO3BUTOK.

IMmakT-iHBeCTYBaHHS € IHHOBALIHUM BUJIOM IHBECTYBaHHS, CIPSIMOBAaHHUM Ha JOCSTHEHHS
MATPUEMCTBOM IUIEH CTaloro PO3BHTKY. MIiXHApOJIHI IHBECTOPH NpW BHOOpPI IHBECTHIIHHHUX
TIPOEKTIB KEPYIOTHCS HE JINIIEC EKOHOMIYHUMH IHTEpECAMH, a i BPaXOBYIOTh COIliaJbHE Ta €KOJIOTIUHE
3Ha4YeHHS MPOEKTY. 3a 2016-2022 poku po3Mip iMIIAKT-IHBECTHUIIIH Ha TII00aTFHOMY PiBHI 3pic OinbIIe
HIK B JIECSTh pasiB, IO MiJATBEPKYE HOT0 BArOMICTh Ha CBITOBOMY piBHI.

MerToro JIOCITiHKCHHS € PO3BUTOK TCOPSTHYHHMX 1 MPAKTHYHUX TOJIOXKCHD 1H(OPMAITIHOIO 3a0e3MeUeHHSI
IMITAKT-IHBECTYBAaHHSI 3 METOI0 3aIydeHHs! (DIHAHCOBMX PECYPCIB VISl BIIHOBJICHHS €KOHOMIYHOI aKTHBHOCTI
TOCIIOIAPFOFOYHX Cy0 €KTIB YKpPaiHH! Y TIOBOEHHHI TIEPiOJT BI/ITIOBIIHO 0 TIOJI0KEHD KOHIICTIIIiT CTAJIOTO PO3BUTKY.

TTpuiHATTS pIMICHHS PO IHBECTHIIIHHI BKJIAJICHHS € OHIEIO 3 HAHOUTBII CKIIATHIX 33/1a4 YIIPABITIHHS,
OCKUTBKH JI0 c(hepy 3aIliKaBIeHOCTI iHBECTOpPa BXOMATh MPAKTHYHO BCi ACTEKTH JISUTHHOCTI TAIIPHEMCTBA,
30KpeMa: MaifHOBHI1 CTaH, JIKBIIHICTb, JIOXO/IM 1 BUTPATH, PEHTA0EIBHICTb JiSUTHHOCTI, IOJIATKOBI YMOBH, BIUIHB
HAa HaBKOJIUIIIHE CEPE/IOBHIIIEC, COLIATbHA TOJTITHKA, CTaH 1 TICPCIICKTUB PO3BUTKY PUHKY (DIHAHCYBAHHS IPOCKTY.

3MIMCHUBINY JIOCITIJDKEHHSI ONPHJIIOIHIOBAHOT HEe(iHAHCOBOI 3BITHOCTI BEIMKHUX 1 CEpeIHiX
MIPOMHUCIIOBHX TINMPUEMCTB YKpaiHu, 3’sicoBaHo, mo jmme 22,7 % 3 Hux (opMmye mopiyHO 3BIT 3i
CTaJIOrO PO3BHUTKY. J[0BEIEHO, 1110 OAHIEIO 3 MEPEIIKO IS 3ayYEHHS IMITAaKT-IHBECTOPIB y TIOBOEHHY
VYKpaiHy € HeTocTaTHE PO3KPHUTTS Y 3BITHOCTI BITYM3HSHUX IiIPHEMCTB iHPOpMAIIii Tpo X comianbHy
Ta eKOJIOTTYHY JisUTbHICTh. DOPMYyBaHHS 3BITHOCTI 31 CTAJIOTO PO3BHUTKY Ta COIMIAIBHOI Bi OB 1AILHOCTI
11e He Ha0yJI0 MacOBOCTI cepe]l YKPAaiHChKHUX i JIPUEMCTB, 110 FajIbMY€ PO3BUTOK IMITaKT-1HBECTYBaHHSI
B YKpaiHi. 3 METOIO ITi/IBULICHHS 1HBECTHLIIHOI MPUBaOIMBOCTI YKPaiHCHKUX MiANPHUEMCTB YTOYHEHO
CTPYKTYpY Ta HaJaHO peKOMEHAALii 1m0/10 iHpOopMaIiifHOro HarmOBHEHHS 3BITY MPO YIPABIIHHS, IO
JIO3BOJISIE T IBUIIIUTH TIPO30PICTH 3BITHOCTI Ta CIPUSTAME 3ATyYCHHIO IMITaKT-iIHBECTOPIB.

Kniouosi cnosa: imnaxkm-ineecmyeanusa, IiHEeCMUUINHUIL NPOEKM, CHMAIUIL DPO3GUMOK,
3¢imnicms, Qinancoea 36imuicmo, 36iMHICMbL 30 CMANO20 PO3GUMKY, COUIATLHUIL edeKkm,
€K0102Iunull ehekm

JEL classification: E62, F21, H56

Problem statement. The Ukrainian
economy is currently experiencing a
significant downturn in economic activity
that is spreading throughout the economy,
and the recession is due to the ongoing
military aggression of the Russian
Federation. In the context of massive
hostilities, business entities cannot operate
at full capacity, which led to a decline in
the economy by 30% in 2022. During the
year of full-scale hostilities, a large number
of people were thrown out of work and
the unemployment rate increased by 16%
and reached 25.8% [1]. In the post-war
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period, the situation is likely to change to
some extent, as the state will be forced to
invest heavily in restoring basic life support
systems damaged as a result of hostilities.
However, the country’s economy cannot
recover on its own. Therefore, without
attracting  foreign capital, economic
recovery will be problematic and lengthy.
Foreign direct investment is one of the
sources of financing economic development.
In the period 2013-2022, their volume in
Ukraine fluctuated significantly (Fig. 1),
which obviously depended on political
factors, in particular on Russian aggression.
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Fig. 1. The dynamics of foreign direct investments in the economy of Ukraine, 2013-2022
Source: elaborated by the authors based on [2]

At the same time, in 2014-2015, the
volume of foreign investment fell sharply
due to the war in eastern Ukraine. From 2017
to 2020, the volume of direct investment in
the economic development of Ukraine had
a steady growth trend — by $2,050 million
(53.80%) compared to 2016. In 2022, due
to the war, there was a sharp decrease in
investment by $6.497 million. USA (97.16%)
compared to 2021.

In terms of the investment sphere
perspective, state policy should be based
on creating conditions for financing the
system for ensuring environmental, social
and economic security. It is at this stage
of recovery in the post-war period that the
possibility of creating such systems of life
support as well as production systems,
requirements of sustainable development,
will open up. Transformational changes in
economic relations have caused a change
in the priorities of investors when choosing
investment projects. Currently, the emphasis
is on the social and ecological significance
of the project for the future development
of society, which has become the basis for
the emergence and development of impact
investing.

Impact investing as a type of investment
emerged in 2007, when the term was first
used by the Rockefeller Foundation [3]
and implied the selection of projects for

investment with social and environmental
impacts to solve pressing problems around
the world. According to financier forecasts,
impact investing was expected to grow to
$400 billion over 10 years. In fact, by 2022
their volume exceeded the forecast by 2.91
times and amounted to 1.164 billion US
dollars (Fig. 2).

With respect to the global market, there
is a noticeable tendency towards an increase
in its impact investments for 2016-2022 by
1,050 billion US dollars or, in other words,
10.21 times. Analysts predict that the global
impact investing market will reach $6 trillion
by 2031 [6].

The rapid growth of impact investing at
the global level testifies to the significance of
investments aimed at achieving the provisions
of the concept of sustainable development.
In 2021, the majority of impact investments
were invested in financial services 20.53%,
energy 19.98%, health care 11.68%, food
production and agro-industrial complex
9.95% (Fig. 3).

For the Ukrainian economy, impact
investing is a relatively new phenomenon,
which is now quite relevant and necessary
for reconstruction in the post-war period.

A survey of impact investors gives
us grounds to maintain that the principal
obstacles to the development of this type
of investment are: insufficient regulation
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Fig. 2. The volume dynamics of the global impact investing market, 2016-2022
Source: elaborated by the authors based on [4, 5, 6]

= Infrastructure

= Access to sanitation
= Information technologies
Power engineering

= Financial services

= Healthcare

= Production of food and agricultural products

= Production
= Education

Fig. 3. The industry structure of impact investing in the world, 2021
Source: elaborated by the authors based on [5].

of issues related to foreign investments
and foreign ownership at the state level,
the complexity and instability of taxation
of foreign investments, a high level of
corruption, and insufficient disclosure of
information on social and environmental
activities in the reporting of business entities.
Evidently, all these problems are inherent in
the economy of Ukraine.
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Investors need information about
the financial, social and environmental
performance of an enterprise in order to be
able to invest effectively and responsibly,
because it is this information that allows to
assess the contribution of a business entity to
achieving sustainable development goals, as
well as identifying potential risks. Therefore,
it is important to develop reporting that would
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reveal all aspects of the company’s activities
and enable the impact investor to make a
decision on the advisability of investing.

Analysis of recent research and
publications. Impact investing involves
returning invested capital with zero or low
returns. Moreover, this type of investment is
aimed at achieving sustainable development
goals, in particular preserving and protecting
the environment, ensuring humanity’s access
to clean energy, combating climate change,
introducing environmental technologies into
the production process, developing education
and healthcare

Features ofimpactinvesting are revealed
in the works of J. Bloc, M. Hirschmann,
K. Fish [7], D. Dumbia, M.L. Lauridsen
[8], S. Harzmark, A. Sassman [9] and P.
Matos [10]. The issues of impact investing
are addressed in research conducted by
Y.V.Yelnikova[11],I.A. Lomachynska[12],
0.V. Maisterenko [3], Y.M. Polishchuk [13],
N.Y. Skorobohatova, O.S. Doroshenko [14].
Environmental aspects of impact investing are
revealed in the works of Y.V. Yelnikova [11]
and P. Matos [10]. The social significance of
impact investing is highlighted in the articles
of O.V. Maisterenko [3], O.V. Marukhlenko
[29], L.LA. Lomachynska [12].

A critical review of scientific articles
allowed us to identify three approaches to the
interpretation of impact investing (Fig. 4).

Representatives of the Global Impact
Investing Network identified the criteria
by which investments can be classified as
impact investments. First of all, from the

point of view of defining the goal, this is the
specification of the key tasks and goals of
the project, highlighting the expected effects.
Secondly, when it comes to the return of
invested capital over a long period, such
projects can entail either negative or zero
profitability only if a significant social effect
is achieved or a final solution to a certain
problem is found [13]. For instance, investing
in the restoration of forests, improving sewer
networks and treatment facilities, producing
organic vegetables and fruits, etc.

Impact investments differe significantly

from traditional investments, investment
programs and venture  philanthropy
(Table 1).

The sequence of socio-economic goals
in impact investing suggests that when
making a decision on the allocation of
financial resources, the investor is guided by
their profitability and significance for society.
Thus, an investor can invest in projects with
negative or zero profitability, provided that
they have high social value. The financial
goals of impact investors range from return
on investment to profit from the project. To
achieve their goals, investors choose those
enterprises that operate on the principles
of self-sufficiency and conduct socially
responsible business.

It is important for an impact investor
to have information about the social and
environmental aspects of a company’s
activities. Basically, it is this information
that is disclosed in non-financial reporting.
Scientific issues of non-financial reporting

Approaches to the interpretation of impact investing

A

v

A

v
elaboration of modem
technologies and standards
to create investment
conditions emerging
economies

in

investment of resources in
creating infrastructure and
jobs to achieve social and
economic effects

introduction and
development of a new class
of investments, study of
tools and models of their
development

Fig. 4. Approaches to the interpretation of impact investing
Source: elaborated by the authors based on [3, 7,8, 9, 11, 12, 13, 14].
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for the investor jobs, creation
of infrastructure
facilities, etc.);
ecological effect
(improvement
of the natural

ecosystems)

Table 1
Key differences between impact investing and other types of investing*
Traditional Investment . Venture
Feature ; Impact-investment .
investmrent programs philanthropy
Project the highest the highest projects that have financing by
selection level of project level of project |social and ecological charitable funds
criteria profitability, the | profitability, significance for the of social projects
shortest payback | its social prospects of community | related to education,
period significance development art, medicine
for community
development
Type of industry, financial | transport education, health care, education, health
activity and banking infrastructure, | agriculture, forestry care, agriculture,
sector energy sector forestry
Efficiency |investment investment are focused on a long investments are not
return, profit return, profit, payback period; returned, the crucial
maximization creating a the crucial feature is feature is their social
positive image of | to achieve a social or effect
the investor ecological effect
Results economic effect | social effect (new | ecological effect short-term social

(preservation and effect
protection of the
environment, providing
mankind with access to
clean energy, introduction
of ecological technologies
in the production process),
social effect (development
of education and health
care),

economic effect (creation
of a qualitatively new
product or service)

*Source: elaborated by the authors based on [3, 12, 13, 14].

of companies are studied by researchers:
H. Alfatlah, R. Othman, R. Basiruddin,
A. Almagtome [15], S. Bose, H.Z. Khan
[16], A. Calabrese, R. Costa, M. Gastaldi,
N. Levialdi Ghiron, R.A. Villazon Montalvan
[17], L. Dagiliene, M. Frendzel, K. Sutiene,
T. Wnuk-Pel [18], B.C. de Graaff [19].
M. Yan, F. Jia, L. Chen, F. Yan [20], O. Pask,
T. Marenych, O. Diachenko, I. Levytska,
I. Balla [21]. The aforementioned works are
devoted to highlighting the procedure for
preparing non-financial reporting around the
world, and also outline the benefits that a
company receives from its preparation.
Currently, research into restoring the
economic, environmental and social security
of Ukraine in the post-war period, in particular
using impact investments, is very relevant.
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It emerges that the transformation of the
current procedure for publishing reporting
information regarding the environmental
and social components of activities in non-
financial reporting of companies is very
relevant due to the fact that these types of
activities are not fully disclosed in it. At the
same time, the process of making decisions
by impact investors about the feasibility of
capital investments turns out to be complex.

Setting the research objective. The
purpose of the study is to develop theoretical
and practical provisions for information
support of impact investing in order to attract
financial resources to restore the economic
activity of business entities in the post-
war period in compliance with sustainable
development guidelines.
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Research outline

The Ukraine situation during the war

The outbreak of war in Ukraine
triggered a global energy and food crisis
that contributed to soaring inflation, a cost-
of-living crisis and pressure on the neediest
and most vulnerable in society. Moreover,
worsening economic conditions create
additional risks that could negatively impact
individuals and communities. The Russian
Federation’s full-scale invasion of Ukraine
led to economic collapse. Needless to say,
during the war the country’s infrastructure,
industrial enterprises and natural ecosystems

are in critical condition. As of March 22,
26 2% 2.2; 2% 1,8; 1% 1.4; 1%

3 4573%
2% 8.1; 6%
8,7;: 6%

8.9; 6%

11.3; 8%

= Apartment buildings

= Enterprise assets, industry

= Agricultural industry and land resources
= Forest

= Trade

= Health care

= Digital infrastructure

0,6; 0%

2023, damage in the form of property
destroyed during the war amounted to 143.8
billion US dollars (Figure 5), which only
worsened the country’s economy.

The fact is that the greatest damage
was caused by the destruction of residential
buildings (37.27%) and infrastructure
(25.17%). Damage caused to enterprise
assets amounts to $11.3 billion or 7.86% of
the structure of losses.

It turns out that no less significant is the
damage caused to the natural environment
during 500 days of war, amounting to 2.1
trillion UAH (corresponding to $57.07
billion) (Fig. 6).

0,5; 0%

;0,04;
0% 0%

53,6; 37%

36.2; 25%
= Infrastructure
Education
= Energy
= Vehicles
= Culture, tourism, sports
= Residential housing
= Administrative buildings

Fig. 5. Damages due to destruction of property during thr full-scale war on the territory of
UKkraine as of March 22, 2023
Source: Elaborated by the authors based on [22].

= Donetsk obl. 666.3 mapz. rpH.
= Luhansk obl. 477,0 mupz. rpH.
= Kharkiv obl. 361.1 mapz. TpH.
* Kherson obl. 145.3 mupn. TpH.
= Cherkasy obl. 145.4 mapz. rpH.
= Mykolayiv obl. 83.8 mupa. rph.
= Kyiv obl. 47,7 mupp. rpH.

= Lviv obl. 34,6 mapn. rpH.

= others 138.8 mupa. rpH.

Fig. 6. Environmental damage during the full-scale war on the territory of Ukraine as of July
7,2023.
Source: elaborated by the authors based on [23].
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Figure 6 shows that the environment of
the industrialized regions of eastern Ukraine
suffered the most from military aggression,
in particular (1504.4 billion UAH: Donetsk
- 31.73%, Lugansk - 22.71%, Kharkov - 17,
20%). Environmental damage indicates a
deterioration in the quality of atmospheric
air and drinking water, which threatens the
normal existence of society.

It turns out that attracting capital to
restore the Ukrainian economy must take
into account global trends in the need for
capital investment. At the same time, when
choosing investment projects, international
investors are now guided not only by
economic interests, but also take into account
social and environmental significance.

Patterns of reconstructing Ukraine in
the post-war period

The reconstruction of Ukraine in
the post-war period should be carried out
taking into account the goals of sustainable
development and requires the creation of
appropriate conditions for attracting impact
investors (Fig. 7).

Thus, investing in  sustainable
development aims to achieve long-term
competitive results and have a positive
impact on society and the environment.
Notably, doing business on the principles
of sustainable development and informing
stakeholders about this allows business
entities to receive certain advantages. In

GOALS OF SUSTAINABLE DEVELOPMENT until 2030
No. 1. Overcoming poverty
No. 8. Economic growth and decent work
No. 9. Industry, innovation and infrastructure
No. 15. Mitigation of climate change consequences
No. 17. Partnership for sustainable development

Improving regulatory and legal support for investment activities in Ukraine,
ensuring business transparency, providing protection of investments,
reducing reducing the tax burden

1T

-

of taxes and fees,

utilization;

financing mechanisms;

- introduction of environmentally friendly technologies into the
production process, in particular energy-saving and low-carbon ones,
research of the natural resource potential of territories with a view of its

- reducing the risk of uncertainty for business entities operating on
the ground of sustainable development due to the use of innovative

- disclosure of information on social and environmental activities
in enterprise reporting and its publication;
- development of partnership for sustainable financing of

Proposals for attracting impact investments

- creating a favorable investment climate by regulating socia)

responsible investing at the legislative level, revising the administration

investment projects;
\elaboration of intermediary platforms for investors who wish to investy

Fig. 7. The relationship between the concept of sustainable development and impact investing
Source: elaborated by the authors based on [24].
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particular, such benefits are financial in
nature: disclosing information about a
company’s social activities and its impact on
the environment allows potential investors
to familiarize themselves with its activities,
identify all potential risks and make a final
decision on the advisability of capital
investments.

Prerequisites for attracting impact
investments to Ukraine in the post-war period

Making a decision on investment is
one of the most difficult management tasks,
since the investor’s sphere of interests
covers almost all aspects of the activities
of a business entity, in particular, those
provided for by the guidelines of sustainable

development.
Given the above-mentioned, one
of the obstacles to attracting impact

investors is that the reporting of Ukrainian
enterprises somewhat insufficiently discloses
information about social and environmental
activities. Non-financial reporting is used to
satisfy investors’ information requests about
the activities of a business entity that affect
society and natural ecosystems (Fig. 8).

As for non-financial reporting, this
is a relatively new tool for managing and
assessing the performance of companies in
Ukraine and the world.

The main obstacle to the preparation of
non-financial reporting in Ukraine is the lack
of a unified structure for such reporting. On
the other hand, some applicable key elements
that should be included have been outlined.

Management Report (Corporate
Management Report)

At the legislative level, the formation of
a management report is mandatory for large
businesses in Ukraine [25, 26]. In this regard,
large entities are recognized as business entities
that meet at least two out of three criteria on the
date of preparation of annual financial statements
for the year preceding the reporting year, in
particular: book value of assets worth more than
20 million euros, net income from sales of more
than 40 million euros, and the average number
of employees exceeds 250 people [25]. It is
noteworthy that small businesses have the right
not to generate this report, and medium-sized
businesses have the right not to display non-
financial information in it.

The preparation of the Management
Report is aimed at creating financial and
non-financial information that demonstrates
the state of the company’s development
and identifies key risks and uncertainties
in its activities, in particular, social and
environmental  performance.  economic
subject. Consequently, this allows potential
investors to evaluate the main aspects of
the company’s activities and decide on the
advisability of investing.

The management report discloses the
following aspects of the company’s activities:

— the company’s mission, its long-term
goals and development prospects;

—the company’s social policy regarding
personnel remuneration;

— influence on the state of the natural
environment;

— business risks and development
prospects.

Sustainability Report (as required by the
Global Reporting Initiative)

Types of non-financial reporting

Corporate Social Responsibility Report
(KPMG) (Social Report)

Progress Report on the Implementation of
the Global Compact Principles (Progress
Report)

Fig. 8. Types of non-financial reporting
Source: elaborated by the authors based on [16, 18, 19].
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At the international level, the principal
elements of the Management Report
[26] and the Progress Report have been
determined. According to Practical Report 1
“Management’s Commentary” to IFRS, the
following requirements are imposed on this
form of reporting, in particular: description
of the business, company goals and strategies
for achieving them, company resources,
risks and relationships, key performance
indicators, performance results and prospects
for further development [27].

Thestructural elements ofthe Management
Report according to Guidelines No. 982 are:
organizational structure and description of
activities; performance results; liquidity and
liabilities; environmental aspects of activity;
social aspects and personnel policy; risks;
activities in the field of innovation; investment
activities; prospects for the development of the
enterprise; corporate governance [28].

Thus, the requirements for drawing
up a Management Report under IFRS and
Methodological Recommendations No. 982
are somewhat different, although they are
similar in content.

The detailing of the structural elements
of the Management Report is not regulated
at the legislative level, and therefore causes
difficulties for Ukrainian enterprises in its
preparation. In this regard, it is advisable to
study more deeply the experience of countries
regarding the content of this reporting form.

The actual state of non-financial
reporting of industrial enterprises in Ukraine

To find out the actual state of the
formation of non-financial reporting of
Ukrainian enterprises, large and medium-
sized business entities in Ukraine were
selected, which position themselves as those
that operate on the principles of sustainable
development and social responsibility, and
also export their products abroad.

After conducting a study of published
non-financial information of the mentioned
enterprises for 2020-2022, it was found that
only six of them, namely PJSC “Mondelis
Ukraine”, LLC “Danone Dnipro”, LLC
“Kromberg & Schubert Ukraine LU”,
JSC “Concern GANLAFTOGAZ *«, JSC
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“Obolon”, PJSC “Carlsberg Ukraine”,
prepare the annual Report on sustainable
development (Table 2). Notably, four of
them are foreign enterprises.

The report on corporate social
responsibility was published by two business
entities, namely Milkiland Ukraine LLC and
Lifecell LLC. These reports provide arbirary-
form information about social and personnel
policies, working conditions, corporate
culture and volunteering.

Only one enterprise, namely Foxtrot
Group of Companies LLC, is guided in its
activities by the principles of the UN Global
Compact, which is confirmed in the Progress

Report, demonstrating the company’s
achievements in the social and environmental
spheres.

JSC «Zhytomyrski Lasoshchi», PJSC
«Automotive Company «Bohdan Motors»
and LLC «TERRA FOOD» do not prepare
a Management Report. LLC «KOMO
Ukraine» does not prepare this report either,
but discloses issues related to the main
aspects of the company’s activities and social
responsibility in the Notes to the annual
financial statements.

The results of the conducted study
of non-financial reporting of industrial
enterprises of Ukraine show that 81.8% of the
selected population prepare a Management
Report in an arbitrary form and publish it on
their official website. However, only from
45.5% of these reports can an investor obtain
information about the company’s social
policy and potential risks in the field of social
responsibility. An even smaller percentage
of enterprises disclose the environmental
aspects their activities (in terms of production
of the product, compliance with international
quality standards, environmental impact,
environmental initiatives, waste disposal,
energy saving, etc.) - 36.4% (Fig. 9).

The quality of the non-financial
reporting examined is low. The reasons for
this are as follows:

— lack of performance
in accordance with the
Development Goals;

— most reports contain quantitative
indicators only on the results obtained,

indicators
Sustainable
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Table 2
Formation and publication of non-financial reporting of industrial enterprises of Ukraine
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Enterprises

Management
report
Report on
sustainable
development
Corporate
social
responsibility
report
Progress
report

PJSC «kKONTI»

JSC «Zhytomyrski Lasoshchi»

LLC «FK «Roshen-finansy

PJSC «Kondyterska fabryka « AVK»

JSC «Lvivska kondyterska fabryka «Svitoch»

PJSC «Mondelis Ukrainay

JSC «Zhytomyrskyi maslozavod»

LLC «TERRA FOODy

JSC «Molochnyi alians»

LLC «Danone Dnipro»

LLC «kKOMO Ukraine»

LLC «Milkiland Ukraine»

LLC «Kromberg & Schubert Ukraine LU»

PJSC «Kremenchutskyi zavod dorozhnikh mashyn»

PJSC «Automotive Company «Bohdan Motors»»

PJSC «Zaporizkyi avtomobilebudivnyi zavod»

PJSC «Ukrainska avtomobilna korporatsiia»

LLC «Foxtrot Group of Companies»

PJSC «Carlsberg Ukraine»

JSC «Concern GANLAFTOGAZ»

LLC «Lifecell»
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JSC «Obolony

Legend:

+ — the reporting form is available

+/- — information is partially provided in the Notes to the annual financial statements
- —there is no reporting form

Source: compiled by the authors
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Fig. 9. Information content of non-financial reporting in Ukraine
Source: elaborated by the authors

115




ISSN 2074-5354 (print), ISSN 2522-9745 (online). ACADEMY REVIEW. 2024. Ne 1 (60)

as well as applicable areas of local social
responsibility for the reporting period;

— the information in the reports is not
systematized, its generalization and analysis
are problematic.

Processing such reports turns out to be a
troublesome and time-consuming task.

In order to identify the connection
between a company’s profitability and
its willingness to disclose non-financial
information about the compliance of its
activities with the Sustainable Development
Goals, an assessment of the companies’
performance was carried out. The sample
included companies that most fully
disclose information about the social and
environmental aspects of their activities, as
well as about their antagonists (Table 3).

As 0f 2022, there is a sharp deterioration
in the efficiency of operations, which is
due to the inability to work at full capacity
in the context of the military aggression of
the Russian Federation against Ukraine.
Compared to 2020, only LLC ,, Kromberg &
Schubert Ukraine LU” and LLC ,,TERRA

FOOD” showed an increase in profitability,
namely by 2.33% and 70.57%, respectively.

At the same time, a direct relationship
between the efficiency of Ukranian
enterprises and their formation of non-
financial reporting has not been established.
In 2020-2022, several external factors, such
as the COVID-19 pandemic and the military
aggression of the Russian Federation against
Ukraine, had a significant impact on the
companies’ activities. Today it is almost
impossible to exclude their influence on the
performance of companies. However, it is
clear that as companies expand and engage
with the capital markets, the amount of
information a company discloses in its non-
financial statements is likely to increase
significantly.

Given the mandatory status of the
Management Report of large and medium-
sized enterprises of Ukraine, it is proposed
to expand and specify its information
content (Table 4). In view of the above, the
proposals are particularly aimed at meeting
the information requests of impact investors.

Table 3
Analysis of the efficiency of the researched enterprises that generate non-financial reporting
. . Years Change 2022
Enterprises Indicator 2020 2021 503 | 10 2030, +1-
JSC «Lvivska Net profit (loss) 70444 91227 -122567 -193011
kondyterska Profitability of activity 3,68 4,48 -5,29 -8,97
fabryka «Svitochy
PJSC «Mondelis Net profit (loss) 532060 433365
Ukrainay Profitability of activity 12,49 10,19
LLC «Danone Net profit (loss) 290223 165822 | -372576 -662799
Dnipro» Profitability of activity 20,96 11,28 -30,63 -51,59
LLC «Kromberg & |Net profit (loss) 1341 74518 107113 105772
E%luben Ukraine  |Profitability of activity 0,15 8,63 10,96 10,81
»
JSC «Concern Net profit (loss) 1454645 779455 183481 -1271164
GANLAFTOGAZ» |Profitability of activity 12,69 5,52 1,21 -11.48
LLC «Lifecell» Net profit (loss) 2586680 603598 961215 -1625465
Profitability of activity 15,52 3,46 5,08 -10,44
JSC «Obolony» Net profit (loss) 338614 -38943 -59919 398533
Profitability of activity 5,75 -3,67 -5,68 -11,43
PJSC «Carlsberg  |Net profit (loss) 1635402 1341539 | 1528878 -106524
Ukraine» Profitability of activity 30,89 23,77 21,12 -9,77
JSC «Zhytomyrski |Net profit (loss) 12 340 682 -13814 -26154
Lasoshchi» Profitability of activity 3,87 0,16 -2,38 -6,25
LLC «TERRA Net profit (loss) -68083 -64175 246139 314222
FOOD» Profitability of activity -39,74 -39,22 31,35 71,09

Source: calculated by the authors based on enterprise reporting
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Table 4

Guidelines on the information content of the Management Report
to meet the requests of impact investors

No. Section

Content

1 Organizational
structure and
description

of company’s

activities — dividend policy;

— anti-corruption activity

— description of company’s business model,;

— management goals and strategies for achieving them;
— organizational structure and changes therein;

— characteristics of the internal audit system;

— basic principles and methods of corporate management;
— permanent marketing communications;

2 The results of
the company’s

— assessment of income, expenses and financial results;
— analysis of the company's product strategy and its impact on profit;

— working conditions;

— sports development;

— team building capacity

activities — analysis of profitability, liquidity, financial stability and business activity
for the reporting and previous period;
— economic contribution to society
3 Social — personnel policy of the company;
responsibility — educational projects to enhance personnel qualifications;

— the components of the salary fund and their gender equality;
— information on cases of industrial injuries;

— social projects for vulnerable population groups;

— employment of disabled people;

— corporate culture of the enterprise;

4 Environmental
aspects of activity

production

— optimization of the use of resources (reduction to zero of unproductive
consumption of raw materials and materials, minimization of consumption
of water and energy carriers);

— the impact of the enterprise on ecosystems (air, water, soil, flora, fauna);
— waste minimization and handling (recycling, disposal, etc.);

— environmental initiatives (recycling, accessible green spaces, cleaning
territories, collecting used batteries, etc.);

— a description of activities in the field of innovation implementation to
reduce the resource intensity of production, implementation of zero-waste

5  |Activity risks

— description of activity risks and methods of their minimization

6 Perspectives
for further
development

— description of the development strategy in the long-term perspective

Source: elaborated by the authors

The proposed information content of
the Management Report will contribute to
increasing the transparency of reporting of
domestic business entities, as it contains
all aspects of the company’s activities
in accordance with the goals sustainable
development goals.

Publication  of  information in
accordance with certain major types of
enterprise activities will reduce user costs
for obtaining, processing and systematizing
data, which will further contribute to

increase the efficiency of use of resources in
the preparation, justification, implementation
and evaluation of economic decisions, as
well as enhance analytical opportunities for
its use in the interests of impact investors.
Conclusions and prospects for
further research. To restore the economy of
Ukraine in the post-war period, it is expedient
to work out applicable communication tools
with investors. Impact investing appears
to be a groundbreaking tool of sustainable
development aimed at ensuring the
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country’s competitiveness, economic and
environmental security. In order to attract this
type of investment, it is necessary to provide
transparent information about all aspects of
the company’s activities in compliance with
sustainable development goals.

Having conducted a study of
published non-financial reporting of large
and medium-sized industrial enterprises
in Ukraine, it was found that only 22.7%
of them annually prepare a Sustainable
Development Report. However, a direct
relationship between the efficiency of
a company and its preparation of non-
financial reporting has not been established.
It has been established that with the growth
of the size of the enterprise and its interest
in cooperation with the capital market,
the amount of information disclosed by
the enterprise in non-financial reporting
increases.

In the selected group of enterprises,
91% prepare a management report in an
arbitrary form and publish it on their official
website. However, given the arbitrary form
of information presentation, investors cannot
fully obtain up-to-date information about the
company’s social policy and environmental
activities. In addition, the formation
of reporting on issues of sustainable
development and social responsibility has
not yet become widespread among Ukrainian
enterprises, which hinders the development
of impact investing in Ukraine.

Especially with regard to increasing
the investment attractiveness of Ukrainian
enterprises, the structure has been clarified
and meaningful recommendations have been
developed regarding the information content
of the Management Report, which will
contribute to increasing the transparency of
reporting and attract influential investors.
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To restore the economy of Ukraine in the post-war period, it is expedient to work out applicable
communication tools with investors. With respect to the global market, there is a noticeable trend
towards an increase in impact investments in 2016-2022 by $ 1,050 billion or in other words, 10.21
times. The rapid growth of impact investing at the global level testifies to the significance of investments
aimed at achieving the provisions of the concept of sustainable development.

The purpose of the study is to elaborate theoretical and practical provisions for information
support of impact investing in order to attract financial resources to restore the economic activity of
business entities in the post-war period in compliance with the sustainable development guidelines.

Having conducted a study of the published non-financial reporting of large and medium-sized
industrial enterprises of Ukraine, it was found that only 22.7% thereof prepare a Sustainable Development
Report annually. With respect to the selected enterprises group, 91% prepare a management report in
an arbitrary form and publish it on their official website. Having conducted a study of published non-
financial reporting of large and medium-sized industrial enterprises in Ukraine, it turned out that only
22.7% of them annually prepare a Sustainable Development Report. In the selected group of enterprises,
91% prepare a management report in any form and publish it on their official website. However, given
the arbitrary form of information presentation, investors cannot fully obtain up-to-date information
about the company’s social policy and environmental activities. In addition, the formation of reporting
on issues of sustainable development and social responsibility has not yet become widespread among
Ukrainian enterprises, which hinders the development of impact investing in Ukraine.

Especially with regard to increasing the investment attractiveness of Ukrainian enterprises, the
structure has been clarified and meaningful recommendations have been developed regarding the
information content of the Management Report, which will contribute to increasing the transparency of
reporting and attract influential investors.
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