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PARADIGM OF RISK MANAGEMENT AND AGRICULTURAL
ADMINISTRATION IN THE ECONOMIC ACTIVITIES
OF ENTERPRISES

Abstract. The article considers the paradigm of risk management and agricultural administration of productive
activities of enterprises, in particular farms, which are one of the most risky types of functioning in the agrarian
sector of the economy. To obtain high yields and increase production efficiency, enterprises and farms need to make
well-founded and balanced decisions based on highly specialized knowledge and practical experience. The roles of
risk management and agricultural administration in the system of the agrarian paradigm are identified. The study was
conducted using logical and structural analysis, theoretical modeling, specification, formalization and interpretation of
theoretical information. In the course of studying the current state of agricultural production in the productive activities
of enterprises, in particular farms, the infrastructure and information support of agricultural producers were determined.
It was determined that effective risk management and agricultural administration in the sphere of productive activities
of enterprises are a basic prerequisite for intensification of productivity and competitiveness of small producers. Priority
vectors of risk management and agricultural administration are highlighted. The specifics of the process of managing
the productivity of enterprises, and in particular farms, with the involvement of agricultural administration are studied
and further prospects for its development are outlined. The main measures for optimizing the situation in the studied
sector of agricultural production are proposed. The practical significance of the research results is considered in the
possibility of their application in the process of developing relevant programs that allow increasing the effectiveness of
risk management in the productive activities of enterprises of small forms of management, increasing the indicators of
the production process and the competitiveness of products, as well as the formation of a stable and effective system of
agricultural administration in Ukraine. It was established that the development of risk management and agricultural
administration play a significant role in optimizing the standard of living of the population in rural areas.

Keywords: strategic risk management, monitoring, forecasting, competitiveness, profitability, agricultural administration.
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Statement of the problem. Destructive processes in the agricultural sector of Ukraine and world
practice convincingly shows that risk management and agricultural administration are one of the most
effective mechanisms for solving problems in the agricultural sector, for which the term “agricultural
advisory activities” is often used in Ukraine. A short history of the practical implementation of such
activities in Ukraine in new economic conditions requires the implementation of the paradigm of
the development of risk management and agricultural administration accumulated in world practice,
which is aimed at increasing the productivity of enterprises, and, in particular, farms, through the use
of effective management tools.

Analysis of recent research and publications. Many studies by modern researchers are devoted
to the essence of risk management and agricultural administration. Thus, O. Svitovy [26] and
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O. Berbenets [2] define agricultural administration as a process whose purpose is to generate useful
information on optimizing the productive activities of enterprises. N. Mazur and A. Nikolashin [19]
argue that agricultural administration is the use of information to form optimal decisions by a business
entity and create prerequisites for their implementation in the context of producing competitiveness
and increasing the efficiency of the production process.

Considering the essence of consulting, V. Zbarsky and M. Talavirya [31] decompose it into specific
vectors that include the goal, means of risk management and communication between participants
in agricultural administration. At the same time, G. Pruntseva [22] emphasizes that the duty of an
agricultural advisor is to act for the good of the partnership, while the business entity retains full
independence in making decisions and responsibility for the consequences of their implementation.

The general problems of risk management of productive activities of agribusiness enterprises are
considered quite thoroughly in the studies of modern researchers C. Li[17] and M. Masud [18]. Individual
issues of increasing the productivity and competitiveness of farming formations are reflected in the
works of E. Mohamed et al. [20]. However, the problems associated with the analysis of the algorithm
for the successful and productive functioning of enterprises, and, in particular, farm formations and
their effective agricultural administration using the opportunities to increase the production process and
competitiveness, remain insufficiently researched today and require further scientific understanding.

Formation of the objectives of the article. The purpose of the study is to consider the paradigm
of risk management and agricultural administration to study the possibilities of tools for managing the
productive activities of enterprises to stimulate their functioning in Ukraine.

Summary of the main material. The problem of risk management and agricultural administration
in the agricultural sector is multidimensional. It combines legal, technological, environmental, social
and economic aspects. Researchers O. Klenin and M. Bilopolsky [13] include in the content of
economic aspects the features of the concept of agricultural administration as consulting in the system
of agrarian transformations and the prospects for the formation of a market economy. Today, the
agricultural sector of Ukraine is undergoing a process of destruction of the productivity of business
entities, which is largely due to the instability of the economy and a decrease in production volumes.
Modern researchers T. Grober and O. Grober [7] see the essence of the impact of negative factors
in the fact that many enterprises in the agricultural sector of the economy, and, in particular, farms,
develop without synergy with market laws, in conditions of insufficient material and technical base
of production, in the absence of the possibility of using innovative technological solutions and
established economic ties. In addition, today there is a phenomenon of disproportion in the economic
processes of enterprises, which is due to the liberalization of prices, the weakening of state regulation,
the strengthening of inflationary processes, the complication of credit policy, and together with
disproportionate phenomena — the redistribution of responsibility for overcoming them [30].

The dynamics of economic relations and the reorientation of agriculture with the priority of private
ownership have led to a significant development of enterprises, and, in particular, farms [2]. Ensuring
their effective functioning, increasing labor productivity and economic efficiency requires solving a
whole range of problems related to increasing competitiveness, implementing the latest effective risk
management tools and developing a set of relevant agricultural administration measures that could
mitigate adaptation processes in conditions of increased competition. Ultimately, the market economy
forms the main goal of agricultural administration of enterprises in the agrarian sector of the economy —
increasing profitability, which is directly related to the growth of active development of productive
activities of business entities, in particular, determined by indicators of economic activity [13].

Agricultural administration is a process that arises as a result of the interaction of three systems: a
consultant, an agricultural sector enterprise-client and the external environment [20]. At the same time,
the concept of agricultural administration is a set of all means of production and personnel directly
involved in the formation of certain decisions and programs, that is, in the process of producing a
consulting product. It is worth emphasizing the integrity of agricultural administration as a consulting
process, since it is influenced by external factors — economic, social, political, natural and climatic
affect the process [16].
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The practice of agricultural administration of the productive activities of enterprises in the
agricultural sector of Ukraine indicates the need to develop and implement appropriate individual risk
management methods, functions, organizational structure and management system as a prerequisite
for effective management of the competitiveness of enterprises.

In real conditions, it is considered advisable to form the concept of strategic risk management and
agricultural administration by the productive activities of enterprises of the agricultural sector of the
economy, which are aimed at improving their functioning, ensuring the orientation of the production
process to demand and current market needs, cultivating effective relationships between labor,
financial and information resources, stimulating the desire to obtain optimal results with minimizing
costs. In particular, effective risk management involves flexibility, adaptability and regular revision of
the goals and programs of agricultural administration depending on market conditions. In addition, the
basic prerequisite for successful optimization of the risk management system in the agricultural sector
is the use of modern innovative capabilities for programming, modeling and forecasting agricultural
production.

The main components of ensuring the development strategy of risk management and agricultural
administration of productive activities of enterprises of the agricultural sector of the economy are as
follows: technical and technological, which involves the analysis of information, the implementation
ofthe latest innovative strategies, technologies and concepts; legislative and scientific, which involves
understanding the legislative framework of Ukraine and the ability to predict possible legislative
changes, research foreign experience, develop and implement strategic innovations; motivated labor
potential of regional development, awareness of local needs, communication between agricultural
enterprises and authorities.

It is obvious that agricultural administration services are an important element of the risk
management system of enterprises in the agricultural sector of the economy. The results of agricultural
administration serve as the basis for developing a set of measures that, with minimal costs, bypassing
the restructuring of the organizational structure of the enterprise, allow significantly increasing the
productivity and efficiency of the production process, increasing the competitiveness of products and
the efficiency of their functioning, and, therefore, can be used as an effective tool for reducing costs
per unit of production. In developed countries, the process of providing agricultural administration
services is an effective tool as part of the algorithm for risk management of the productivity of the
agricultural segment, in particular, small-scale enterprises [8].

Recently, a number of effective formats of consulting operations in agricultural administration have
been formed, aimed at solving existing problems and creating favorable conditions for the effective
development of enterprises [11].

Today, it is obvious that services in agricultural administration and in the context of modern
challenges of globalization should perform risk management to increase the productivity of business
entities, provided that they perform the relevant functions of minimizing risks with highly competitive
and export markets, promoting the ecological development of rural areas and establishing a closed
production cycle in them, intensive use of financial results and development of active innovation
processes in the production turnover, improving information activities, creating innovative
infrastructure facilities [3; 21; 28; 27].

The main components of the innovative sector in the field of risk management and agricultural
administration of the productive activities of enterprises in the agricultural sector of the economy
should be advisory centers, united into a single system and an extensive network close to agricultural
producers [1; 4; 6]. Today, in Ukraine, the functions of agricultural administration are performed by
specialized consulting organizations operating at the regional and district levels. There is a primary
need to assess the effectiveness of their activities, on the basis of which, as a rule, budget financing
and their further development strategies are formed to increase the effectiveness of risk management
at enterprises of the agricultural sector of the economy [23; 10].

The effectiveness of a specific risk management method in agricultural administration of productive
activities of enterprises of the agricultural sector of the economy depends on a combination of factors,
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which should include the flexibility and adaptability of the client to changes, the qualification of the
consultant and the type of problem being solved for economic entities, and in particular, for small
farm enterprises.

The agricultural production sector is one of the main sectors of the economy of Ukraine and has
significant resource potential with the prospect of successful development. Agricultural enterprises,
and in particular small farms, are now positioned as full-fledged entities of the agricultural sector
of the economy. Their form of productive activity has significant advantages over larger forms of
production. These include ease of entry into the market, increased adaptability in productive economic
activity due to the scale of production and rapid response to the dynamics of market conditions
[29]. Farms have evident advantages along with other agricultural entities: savings on on-farm
transportation, management costs, and an interest in improving operational efficiency. Successful
further development of the farm segment requires optimization of the methodological base and
practical measures to increase their competitiveness and profitability [14].

It is noteworthy that one of the prerequisites for practical improvement of agricultural production
efficiency indicators is the economic effect of reducing the initial cost of production, which, in
turn, requires improving the cost risk management system. At the same time, the qualifications of
managers in medium-sized enterprises of the agricultural sector of the economy and in small forms of
entrepreneurship, for the most part, do not allow effectively solving tasks of such a plan, which makes
it necessary to use the services of agricultural administration. This state of affairs is mainly due to the
low level of awareness of enterprises about the advantages and benefits of agricultural administration
services. The vast majority of agricultural managers are not confident in the appropriate level of
confidentiality of information about their commercial activities. However, it is important to understand
that agricultural administration can contribute to a significant improvement in risk management at
enterprises and their economic benefits, in particular, the introduction of innovative approaches and
technologies in the production cycle [25].

Agricultural administration in the agrarian economy is determined by the institutional ability of
the state to unite the efforts of agricultural enterprises to maintain their share in the market, and,
mainly, through the levers of market influence. The socio-economic significance of enterprises in the
agrarian economy, on the one hand, determines the need to increase their competitiveness and ensure
food security of the country as a whole; on the other hand, requires constant diagnostics of business
risks. Business risks ensure the disappearance of outdated forms and methods of management, but,
at the same time, they destroy the viability of the economic system of enterprises, which is not ready
to counteract the destabilizing factors of the macro- and microenvironment. Business risks have a
special impact on the unification of agricultural enterprises, since the influence of cyclical fluctuations
in the economy leads to a crisis of instability of agricultural business. Accordingly, the combined
influence of macro- and microenvironmental factors enhances the chaotic nature of the reproduction
of agricultural production, which requires risk-oriented management in the economic system of
combined enterprises. Modernization of the risk management process of agricultural enterprises is the
main priority of state authorities and local governments, which take into account in their activities the
influential levers of administration for effective counteraction to both internal risks and risks of the
global integration system, which has an uncertain environment of threats to agricultural production.
Unfortunately, this trend cannot be accurately predicted and reliably assessed even with the presence
of a significant array of indicators and risk management tools and their introduction into agricultural
administration [8].

Meanwhile, risk management tools in diagnosing threats and uncertainties in the economic
activity of agricultural producers are the levers that restore sustainable development in conditions
of an uncertain macro- and microenvironment, and take into account the complexity of the process
of administering the structural components of the agricultural market on the way to developing new
scenarios for financing economic activity, liquidating debt and preserving the resource potential of
enterprises. Unforeseen difficulties in forming additional resources in economic activity provoke
a dangerous situation of not obtaining a high result, which requires enterprises to immediately
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implement criteria for stabilizing the resource potential and its constituent components in order to
strengthen their competitive positions in the world market. Limited use of integrated scenarios for
stabilizing economic activity through risk management tools, in conditions of an unstable political
situation and martial law in the country, a high level of tax burden on income and profits, annual
jumps in raw material prices weaken the own investment capabilities of enterprises [9]. Among these,
the negative limitations of their active development, against the background of the constant growth of
the cost of credit resources for long-term financing of economic activity, is the annual weakening of
the regulatory policy of the agricultural sector. This negatively affects the introduction of innovative
technologies into agricultural production and increases the level of uncertainty of the future, in the
context of the emergence of additional risks of indirect action, leveling the economic interests of small
and medium-sized enterprises among large agribusiness and weakening the principles of adaptive
management with double benefit [3; 29].

An in-depth comprehensive understanding of multifactorial risk as an element of managing
economic relations in business processes contains an effective component — economic losses that
threaten the competitiveness of economic entities with corresponding consequences for the economy.
For any variety of factors, the effective value of risk is in the plane of activity of small agricultural
businesses. Risk is a probabilistic category, which means a change in the parameters of the economic
system of farms under the dynamic influence of external and internal factors of development. In our

2 13

opinion, a large number of risk derivatives, including “risk of reduced yields”, “risk of increased
business costs”, “risk of loss of profitability”, “risk of loss of business activity”, “insolvency risk”,
are just factors that cause the probability of aggregate risk. They need to be integrated into a single
systematic assessment, as the diversity of risks is confusing and distances from ensuring a stable level
of farm competitiveness.

Risk, as “the deviation of a parameter of the economic system from a given target value by an
amount not exceeding the allowable deviation of this parameter” [29], allows, on the one hand, to realize
the economic interests of farms, and on the other hand — to identify their threat competitiveness [13].
From the standpoint of the implementation of the integrated value, macro- and micro-environment of
multifactor risk in the system of competitiveness protection is associated with the problems of adequate
resource management and ensuring the economic needs of farms in the future [9]. In our opinion, the
division of risks into “pure” and “speculative” is quite fair. The latter can be understood as the risk of
shortfall in excess profits in order to further increase its cash. Instead, farms are mostly exposed to “pure”
risks: long production and financial cycle, dependence on natural and climatic conditions, the level of
development of market infrastructure, price parity with related industries (resource sphere). Moreover,
direct economic losses mean the cutting of production volumes to form a stable material base.

Conclusions. As a result of the study, it became possible to analyze the multifactor paradigm
of risk management and agricultural administration of productive activities of enterprises in the
system of agrarian transformations. During the study, it was established that the development of
risk management and agricultural administration play a significant role in increasing agricultural
productivity, strengthening food security and optimizing the standard of living of the population in
rural areas. It was determined that risk management and agricultural administration provide effective
support to rural producers who can quickly respond to new challenges, including transformations in
the global food and agricultural system, the growing importance of food safety standards, increased
competition in agribusiness, degradation of the natural resource base and climate change. It is proved
that the state should play a leading role in the development of agriculture and its information provision
regarding risk management and agricultural administration. In addition, their respective functions
should be innovative production, control of the impact of agricultural production on the environment
and regulation of food quality and safety standards. It is established that the implementation of these
goals is possible thanks to the agricultural administration and risk management service to support and
accompany the productive activities of enterprises and in particular farms. It is noted that strategic
and operational risk management and the development of effective agricultural administration in the
agricultural sector should be positioned as integral components of strategic management.
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IMAPAJIUT'MA PUSUK-MEHE/I)KMEHTY
TA CIZIBCBKOT'OCHHOAAPCBKOI'O AIMIHICTPYBAHHA
B IOCHOJAPCHKIA JIAJIbHOCTI NIANPUEMCTB

Anomauyia. 'Y cmammi pozensoacmocs napaouema YHPAGNiHHA  PUSUKAMU MA  CilbCbKO2OCNOOAPCLKO2O
AOMIHICMPYBAHHS BUPOOHUYOI OIATLHOCMI NIONPUEMCING, 30KpeMa (pepmepCbKux 20cno0apcms, AKi € 0OHUM i3 HatlOiIbL
PUBUKOBANUX GUOIE PYHKYIOHYBAHNS 8 ASPAPHOMY CEKMOPI eKOHOMIKU. [{/s1 OMPUMAHHS BUCOKUX 8POJICAT8 Ma NiOGUUYEHHS
epexmugHocmi 8UPOOHUYMBA NIONPUEMCINBAM A (PEPMePCLKUM 20CNO0aPCMBAM HeOOXIOHO NpUtMamu oOTPYHIMOBAHI
mMa 36a4ceHi piuleHHsl, 3aCHOBAHI HA 8Y3bKOCNEeYIANI308AHUX SHAHHAX MA NPAKMUYHOMY 00C8i0i. Busnaueno poni ynpagninus
PUBUKAMU MA CITbCOKO2OCNO0APCHKO20 AOMIHICMPYSAHHS 8 CUCMeEMi azpapHoi napaduemu. JJocuiodcents npoeoounocs
3 GUKOPUCIAHHAM JIO2IYHO20 MA CMPYKIMYPHO20 AHAIZY, Meopemuino20 MoOenosanHs, cneyudixkayii, popmanizayii ma
inmepnpemayii meopemuunoi inpopmayii. ¥ npoyeci 8usueHHs cyuacHo2o CMamy cilbCbKO2OCH00apCbKo20 8UPOOHUYMBA
¥V 8UPOOHUYIL OIANILHOCI NIONPUEMCME, 30KpeMa (hepMepCbKux 20cnodapcme, 0Vio 8U3HAUeHo THppacmpykmypy ma
inghopmayitine 3abe3nevenns CibCbKo2oCno0apCoKux UpoOHUKiIe. Byno eusnaueno, wo egpexmuere ynpasnints pusuKamu
ma cilbCbKoeocnooapcovke AOMIHICMPYBanHA V chepi 8UupoOHUYOI OisibHOCII NIONPUEMCIE € OA308010 NepedyMo80o0
iHmencugixayii npoOyKmMueHocmi ma KOHKYPEHMOCHPOMONCHOCII MAIux 6upobHuKie. Budineno npiopumemui
B8EKMOPU YNPABIIHHA PUSUKAMU MA CLIbCKO20CNO0APCHbKO20 aoMinicmpysants. [locnidoceno cneyuixy npoyecy
VAPABNIHHA NPOOYKMUBHICIIO NIONPUEMCING, 30KPeMA PepMepCbKUX 20Cn00apcme, 3d Y4acmio CilbCbKo20CN00apCbKo20
AOMIHICMPYBAHHS A OKPECIeHO NoOaibuli NepCnekmusu 1020 po3euUmKy. 3anponoHo8aHo OCHOGHI 3aX00U W000
onmumizayii cumyayii 8 00CHI0HCYBAHOMY CEKMOPI CLIbCbKO20CNO0ApCbKo2o 8upodnuymea. Ilpakmuune 3HaueHHs
pe3ynbmamie 00CHiONCeH S PO3NAOAEMbCA 8 MOICIUBOCHI IX 3ACMOCYBAHHA 8 NPoYeci po3POOKU 8IONOGIOHUX NPOZPAM,
o 003601A10Mb NIOBUUMU eDeKMUBHICIb YAPABIIHHA PUSUKAMU Y 8UPOOHUYIL i IbHOCI NIONPUEMCIME MATUX (Popm
20CN00apIOBANHS, 30INbUUMU NOKAZHUKYU 8UPOOHUYO20 NPOYeCy ma KOHKYPEHmMOCNPOMONCHICIb NPOOYKYIL, a MAaKodlc
chopmyeamu cmabinoHy ma epekmusHy cucmemy CilbCbKo20Cn00apcbko2o aominicmpysanis 6 Yxpaini. Bemanoeneno,
Wo pO36UMOK YNPAGNIHHA DPUSUKAMU MA CLIbCLKO2OCNOOAPCLKO20 AOMIHICMPYSAHHS 8idicparome 3HAYHY pOTb 6
onmumizayii pigHs AHCUMINSL HACENEHHS Y CLIbCLKILU MICYe80CMI.

Knrwouosi crosa: npupooooxoponna mepumopis, CmpameidHuil pusuK-meHeONCMeHn, MOHIMOPUH2, NPOSHO3YEAHHS,
KOHKYPEHMOCHPOMOIICHICTb, PEHMAOENbHICMb, CLIbCLKOZOCNO0APCHKE AOMIHICMPYBANHSL.

74



