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FORMATION OF STRATEGIC
MANAGEMENT OF HEMP

CULTIVATION IN A DEVELOPING
COUNTRY: A CASE OF UKRAINE

Abstract

After along period of decline and persecution, there is a revival and rapid development
of the cannabis industry around the world: the use of this unique crop is expanding
rapidly, and finally, it was transferred from a narcotic to an agricultural one (except
for Ukraine). Nowadays, the Ukrainian hemp industry has practically gone unnoticed
by the state, scientists, practitioners and society. At the same time, it has development
prospects and can play a significant role for rural areas and the national economy. The
paperis aimed at exploring the possibilities of growing hemp (Cannabis sativa L.) and
justifying the need for strategic management of the development of the cannabis in-
dustry in Ukraine. Based on the analysis of hemp production, it is established that dur-
ing the years of Ukraine’s independence, the area of hemp crops has decreased almost 8
times; the number of producers is limited; hemp processing plants do not function; the
yield of technical hemp seeds has a slight tendency to increase andapproximates 6-7
kg/ha. The prospects for cannabis cultivation require building strategic management
of the cannabis industry to address key issues and mitigate threats. The key elements
of the production development strategy are identified as improving institutional and
financial support at the state level. The main guidelines of strategic management of
hemp cultivation are: simplification of regulation for producers; intensification of agri-
business entities; increasing production volumes; and improving the competitive envi-
ronment in the hemp market. It is proved that the strategic development of the hemp
industry requires developing hemp processing enterprises; disseminating knowledge
among the population about the usefulness and benefits of this multi-purpose culture.
To substantiate the effectiveness of strategic decisions, the algorithm was proposed for
assessing the effectiveness of growing different types of hemp products by different
technologies, which is carried out using economic and mathematical modeling.

Keywords cannabis industry, prospects, cultivation, processed

products, hemp varieties

JEL Classification M11, 013, 018, Q16

INTRODUCTION

Hemp has been an indispensable culture since ancient times as it
provides food, clothing, textiles, fuel, and medicine. However, every
year in Ukraine less and less of this ethnic culture is cultivated.
Agricultural producers favor sunflower, corn, soybeans, etc., moti-
vating their choice by established markets, availability of processing
plants, stable prices, etc.

It is also important that hemp is biologically compatible with all
crops, it is practically free from pests and diseases, and does not need
fertilizers. By introducing cannabis into crop rotation, it is possible
to increase the production of fodder crops, improve soil fertility and
make far fewer fertilizers. Sugar beets, potatoes, silage corn, winter
crops, lupines and clover are ideal neighbors for hemp (Zhuplatova
et al., 2015).
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Analyzing the studies of foreign authors (Carus, 2018; Adesinaet al., 2020; Tyler et al., 2020)on the com-
position and structure of products produced based on hemp raw materials, income from its sale at do-
mestic and foreign markets, the ever-growing demand of the planet’s population for organic production,
it is necessary to note the bureaucratic irrelevance of Ukraine with the development of this industry.

The US and the EU countries do not have their own seed schools, unlike Ukraine. Even the leaders of
the modern cannabis market - Canada and France - have not got such schools until now: France, for
instance, has steadily imported hemp seeds from Ukraine in recent years. European hemp itself cannot
meet the existing demand for hemp fiber. This deficit is partly offset by Ukrainian supplies. Existing
conditions in the world hemp production markets guarantee Ukraine a leading position among the
main suppliers of hemp raw materials. Also, the growing demand for quality fiber of industrial hemp
should lead to the revival and development of Ukraine’s own processing industry.

The need for strategic management of the hemp industry development in Ukraine is also exacerbated by
the existing public demand for knowledge about using hemp products, agricultural techniques for their

cultivation, organizational, economic and environmental aspects of hemp cultivation.

1. LITERATURE REVIEW

In the practice of agrarian business of the world’s
leading countries, the cultivation of hemp is a
challenge to the possibility of sustainable agri-
cultural production and production of organ-
ic products. The most significant changes in the
world began after 1937, when the US government
passed the Marijuana Tax Act, which included
cannabis (Cannabis sativa L.) in the so-called list
of marijuana plants. The U.S. Department of Drug
Enforcement, which aims to tighten controls on
cannabis cultivation, has virtually destroyed can-
nabis plantations in North America. Following
the practice used in America, cannabis was de-
clared an illegal crop in many European countries
immediately after World War II (Inverson, 2000, p.
302). After a 45-year hiatus in cannabis cultivation
in the United States, its rapid revival began.

A certain impetus for the strategic expansion of
cannabis production in the world’s largest econ-
omy was the adoption of the Farm Bill in 2014
(Tyler et al., 2020). After that, cannabis cultiva-
tion began to grow rapidly, but to this day there
are difficulties and obstacles (competition, mar-
ket globalization, regulatory policy) that deter-
mine the patterns of development of the US can-
nabis industry. Currently, revenue growth at the
global, regional and national levels in each of
the sub-segments from 2016 to 2027 is projected
from the intensification of the cannabis business.
(Tyler et al., 2020).

2

For Ukraine, which in the 1990s was among the
world’s leading cannabis producers, the current
agrarian transformation creates the precon-
ditions for the revival and development of the
cannabis industry. However, the process of “re-
suscitation” of this industry at the state level is
extremely slow, which leads to the loss of a sig-
nificant share of the foreign market and, conse-
quently, the welfare of the population. Strategic
management in the field of cannabis should be
aimed at solving socio-economic and environ-
mental problems in rural areas. An increase in
the number of cannabis producers will increase
the harvest and increase production. This will
promote employment in rural areas and create
a competitive environment. The hemp develop-
ment strategy is due to the high environmental
benefits of hemp to ensure the sustainable de-
velopment of rural areas.

D’yakonova et al. (2018) highlighted and as-
sessed strategic management approaches in the
system of economic security management and
sustainable development of Ukraine. Assessing
the development potential of the domestic agri-
food market, Dukhnytsky (2019) notes the need
for its faster adaptation to the requirements of
the world market, taking into account the im-
pact of global trends on the domestic consum-
er segment. This approach is quite acceptable
to characterize the potential for reviving the
potential of the cannabis industry in the coun-
try, as it is the needs of the global market for

http://dx.doi.org/10.21511/ppm.19(2).2021.01



cannabis products that can motivate domes-
tic producers to expand crops and develop in-
depth processing of cannabis (Mykhailova &
Korenivska, 2019).

Marchenko (2015) explores the use of cannabis
products in the world, which are rapidly expand-
ing due to the versatility of cannabis. Marinchenko
and Primakov (2015) explore economic efficiency
of hemp cultivation. However, due to limited sta-
tistics and sometimes their complete absence, re-
search results are approximate.

Gilyazetdinov et al. (2014) and Migal et al. (2019)
analyzed the issues of scientific support of the
flax and hemp industries. The Institute of Bast
Cultures of NAAS of Ukraine selects new varieties
of hemp and provides agro-technological recom-
mendations for growing hemp for agribusiness en-
tities. Given the advantages of having Ukrainian
research institutions and growing demand for en-
vironmental products, the development of hemp
can become a strategic industry that will give im-
petus to the socio — economic development of the
entire Sumy region.

Describing the application of methods and tools of
strategic management of agricultural enterprises,
Patytska (2019) notes that each producer of hemp
products must identify opportunities and dangers
of the external and internal environment that will
affect its activities in the future. Therefore, for the
successful operation of enterprises, it is necessary
to develop and improve the existing systems of
strategic management at all levels of management
of the cannabis industry, which will take into ac-
count the peculiarities of growing and processing
this crop, as well as related difficulties in choosing
and implementing strategy.

Ukraine’s integration into the European eco-
nomic community requires a change in the ap-
proach to strategic management of the develop-
ment of the cannabis industry as a promising
component of economic growth in rural areas.
Kravets (2014) studied conceptual approaches to
strategic management of agricultural enterpris-
es and analyzed the approaches to realizing the
purposes of the given concept. Improving the
efficiency and ensuring the development of the
agricultural enterprise was realized through the

http://dx.doi.org/10.21511/ppm.19(2).2021.01
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attraction of soft loans and subsidies, moderniza-
tion of production. This approach in the form of
“point” financial and administrative support for
individual enterprises or industries, government
subsidies has shown their ineffectiveness in the
long run (Patytska, 2019).

The state of Ukraine’s economy requires the in-
troduction into the practice of hemp producers of
such strategic management tools that ensure the
successful economic activity of European enter-
prises. One of these effective tools is smart spe-
cialization, which will ensure the identification of
competitive advantages and assets of the region,
the use of its innovative and scientific potential
(Yatsyuk, 2018). Smart specialization is an inno-
vative EU tool for building regional capacity, tak-
ing into account the specifics of local conditions,
which was developed by economists D. Foray, P.
David and B. Hall (Foray et al., 2009). The main
participants in this process should be producers,
and public administration should provide ac-
cess to sources of funding and new technologies
(Bzhuska & Pika, 2012).

Development of the regional economy of Sumy re-
gion on the basis of smart specialization is the first
strategic goal formed by the results of socio-eco-
nomic analysis and SWOT-analysis, and presented
in the Strategy of regional development of Sumy
region for 2021-2027 (Strategy of regional devel-
opment of Sumy region for 2021-2027, 2020). The
Structure of the Program of Activities for 2021-
2023 has developed a technical task for creating an
agritourism cluster of industrial hemp, which will
help create a modern and relevant information
space for growing and processing industrial hemp,
promote this culture and products of its process-
ing, interest potential investors in the industry.

The Institute of Bast Crops of the National
Academy of Agrarian Sciences of Ukraine, which
is the originator of elite seeds and resource-saving
technologies for growing this crop and in-depth
processing, has a decisive place in forming the-
oretical and methodological foundations of the
hemp industry strategic management. The latter
is a prerequisite for the choice of basic tools and
the formation of key elements and guidelines for
strategic management in the field of cannabis in
Ukraine.
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2. AIMS

The paper is aimed at identifying approaches to as-
sessing the prospects for the revival and formation
of strategic management of cannabis cultivation
in Ukraine.

3. METHODS

Empirical studies of the hemp production process
have been conducted using comparative, system-
atic and graphical analyses. The study of trends
in the dynamics and structure of production and
processing of all types of hemp products was car-
ried out on the basis of systematic analysis using
the statistical and economic methods.

The construction of trends in the area under in-
dustrial hemp in Ukraine and the Sumy region,
the yield of fiber and seeds of industrial hemp in
Ukraine was carried out using correlation analy-
sis, linear and polynomial functions with a select-
ed senior second-order term and a graphical rep-
resentation in the form of a parabola. Calculation
and design methods, as well as a comparison
method, were used to assess the current state of
cannabis cultivation management in Ukraine and
its individual regions.

4. RESULTS

It is well known that hemp (Cannabis sativa L.) or
cannabis is now a strategic sector of society global-
ly. However, many people associate cannabis prod-
ucts with narcotic substances, which forms a bi-
ased attitude towards the consumption and use of
goods from this culture. Studies have shown that
in recent years, about 30 farms in Ukraine have
been sown, some of which continue to grow and
others refuse. In 2018, the area of industrial hemp
crops in Ukraine did not exceed 1.3 thousand
hectares; in 2019, it was planned at the level of 1.5
thousand hectares, whereas in 2016 they were at
the level of 3.5 thousand hectares (Figure 1).

Sumy region is the north-eastern region of
Ukraine, where in the early 90s of the last century
a third of the total area of hemp crops in Ukraine
was grown (Figure 1). This was facilitated by the

4

historically accumulated experience of growing
bast crops in the region, the operation of process-
ing plants, as well as a strong scientific base in the
person of the Glukhiv Institute of Bast Cultures of
NAAS of Ukraine.

As shown in Figure 1, expectations for the resump-
tion of the hemp industry in Ukraine are illuso-
ry (unreliable). In addition, in the Sumy region,
where the Institute of bark crops of the National
Academy of Agrarian Sciences of Ukraine is lo-
cated, they refuse to grow hemp. Built trend line
shows not an increase, but a further reduction
in acreage technical hemp under existing condi-
tions. Already in 2018-2019, it amounted to 1.5
thousand hectares, and in the Sumy region, this
figure decreased to 172 hectares. And this cannot
be allowed for the region with the most favorable
climatic conditions for the cultivation of crops
and the presence of a strong scientific base. Taken
together, these factors make it possible to supply
competitive goods to the world market.

A historical retrospective of the hemp industry
shows that Ukraine sowed over 100,000 hectares
of hemp in the Soviet Union, with 35 primary pro-
cessing plants on its territory. Even if the area of
crops in Ukraine is brought to these figures, the
Ukrainian market in terms of introduction of a
deep and comprehensive free trade area with the
EU will only bring millions of dollars into the
state budget through the production of seeds and
straw alone. If you take the example of an event
and allow the cultivation of cannabis for thera-
peutic use, then legal cannabis earnings will be
hundreds of times greater. However, a considera-
ble part of these funds will be paid into the budget
in the form of taxes.

To assess the level of informing the population on
the production and consumption of hemp prod-
ucts, a sociological survey in the fall of 2019 was
conducted. Consumer survey results show that
only 76% of respondents are aware of cannabis
products, and 24% have never heard of it. In ad-
dition, 40% of respondents associate products on-
ly with narcotic substances and medicines. This
attitude of citizens to the primitive culture in the
territory of Ukraine was facilitated by the UN
Convention of 1961, which listed cannabis for nar-
cotic substances; this resulted in the decline in its

http://dx.doi.org/10.21511/ppm.19(2).2021.01
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Figure 1. Dynamics of acreage of industrial hemp in Ukraine and Sumy region, thousand hectares

production not only in Ukraine but around the
world (Mykhailova & Korenivska, 2019).

During interviewing manufacturers of hemp pro-
duction, it was found that the largest percentage
of respondents emphasize the following domi-
nant problems impeding the development of their
production: lack of Ukraine’s interest in the de-
velopment of hemp industry, rather stringent re-
quirements for obtaining a license, high content of
tetrahydrocannabinol industrial (THC) 0,08%. It
should be noted that in the EU countries, this fig-
ure is 0,2%, and in 2021 it is planned to increase
to 0,3% (Beadle, 2019). Getting a permit to grow
hemp is a complicated procedure. In addition, the
list of documents that must be submitted for a li-
cense includes items that, in the opinion of the
manufacturers, only slow down this process.

Hemp production is an industry with a long and

expensive production cycle and diverse product.
Due to the high price of cannabis products, not

http://dx.doi.org/10.21511/ppm.19(2).2021.01

every potential buyer can afford it, despite the sig-
nificant benefits of its usefulness, durability and
purpose.

Therefore, manufacturers should not rely on large
volumes of the domestic market. Analysis of for-
eign markets shows that this industry in the world
is developing on a “cosmic” scale. With each pass-
ing year, the area of crops is increasing, deep pro-
cessing of hemp production is developing, and for-
eign markets are saturated with various products
of the hemp industry.

The results of empirical research and person-
al communication between authors and experts
- producers give grounds to assert that technical
hemp seeds from Ukraine are mainly exported to
Europe; in the Middle East, the cooperation with
Iran is currently planned. It should also be borne
in mind that hemp seeds are a protein bank with
unique nutritional value that is in high demand.
Several companies are contracting for supplies

5
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to South and North America, but this market is
only opening to Ukrainian manufacturers. In
2019, the Institute of Bast Crops of the National
Academy of Sciences of Ukraine cooperated close-
ly with the enterprises and organizations of the
People’s Republic of China, the USA, Germany,
Kazakhstan and Poland.

An important type of hemp production is hemp oil,
which is the only natural oil containing in the op-
timal (3:1) ratio of linoleic and linolenic acid. It is
widely used in food (salad oil, margarine, and food
additives), technical products (paints, varnish-
es, printing inks, fuel, solvents, grease, and mastic
for grinding, activated carbon), hygienic products
(soap, shampoo, gel, cosmetics). Cannabis meal can
be used to feed animals for protein enrichment and
other needs. Fibers are shipped to Europe in large
quantities as raw materials for biocomposite ma-
terials. China also buys a lot of long fiber. A small
amount of these products goes to the domestic
market for the manufacture of textiles.

Given the high usefulness of cannabis production
to ensure the quality of life for humanity, more
and more countries are developing a legal frame-
work to simplify the business of not only industri-
al hemp, but also the cultivation and use of hemp
for therapeutic (medical cannabis with a THC
content of no more than 0.05%, CBD -1.5%) and
recreational purposes. Therefore, to enter foreign
markets, Ukrainian products must have a com-
petitive price and quality that meets European
standards.

PEAF "Zhuravka";
72ha

Institute of \

Agriculture of the
Northeast of NAAS
of Ukraine; 20 ha

It should be noted that enterprises and institutions
are located in the most attractive regions for the
cultivation of technical hemp: in Sumy, Zhytomyr,
Poltava and Vinnytsia regions. It is in these regions
of Ukraine that the optimal conditions for grow-
ing hemp have historically developed, because this
crop needs a significant amount of moisture.

In the Sumy region in 2019, only three institutions
and enterprises were engaged in growing techni-
cal hemp for seeds. Figure 2 presents the structure
of sown areas of technical hemp producers located
in the Sumy region.

An important factor in shaping the economic po-
tential of hemp production is the yield of hemp va-
rieties. Data on the actual yield of fiber and seeds
of technical hemp in Ukraine are presented in
Figure 3. It should be noted that the constructed
trend lines (Figure 3) indicate an increase in fiber
yield to 9 c/ha, and a stable increase in the yield of
technical hemp seeds to 7.7 c/ha.

Thus, if in 2010 in Ukraine the seed yield was 6.6
c/ha, then by 2016 it decreased by 0.3 c/ha and
was already 6.3 c/ha. In terms of fiber yield, an in-
crease is observed: from 2.5 c¢/ha in 2010 to 8.8 ¢/
ha in 2014 (see Figure 3).

For example, the Kravets OP farm in Vinnytsia re-
gion received a grant from the European Bank for
Reconstruction and Development (EBRD) to con-
duct research on strategic management and mar-
keting in export markets. In other words, the con-

Source: Calculated by the authors based on Marinchenko and Primakov (2015).

Institute of Bast
Cultures of NAAS of
Ukraine; 80 ha

Figure 2. Technical hemp area by enterprises and institutions of Sumy region in 2019, hectares
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sulting company is looking for the most attractive
market segments for the farm, as well as countries
with high potential for exports. The EBRD pays
75% of the cost of these studies. The businessper-
son and his partners signed a five-year contract
worth USD 0.5 million for the supply of varietal
seeds to Kazakhstan. There, hemp stalks are going
to be used as raw materials for papermaking.

The prospects for hemp exports are confirmed by
the Ukrainian Hemp Institute, which in 2016, to-
gether with the Institute of Bast Cultures of NAAS
of Ukraine, signed contracts for the supply of
seeds to the United States, Canada and Italy.The
reason for this popularity is the unique technical
parameters of domestic varieties of hemp. For ex-
ample, the variety “Glukhivska 51” showed a fiber
content of 38.9% - the highest in the world, and
the variety “Glesia” pleases Europeans with a re-
cord yield - 2 t/ha of seeds. For comparison, the
Russian variety of hemp “Surskaya” gives only up
to 1.1 tons of seeds per hectare (Marinchenko &
Primakov, 2015).

Working with Ukrainian suppliers, Europeans

have a double benefit. In the EU, hemp is a spe-
cial industry that receives government subsidies

http://dx.doi.org/10.21511/ppm.19(2).2021.01

for sowing and processing hemp: from 200 to 600
euros per hectare. This reduces the cost of tech-
nical hemp, which grows from inexpensive and
high-quality Ukrainian seeds. One of the prom-
ising areas for the cultivation of technical hemp is
the cultivation of organic hemp (Ighnatjuk, 2018).
For example, FG Pavel Tizesh “Bio”, Vinnytsia re-
gion, grows organic hemp and, although the own-
er collects three times smaller yields on each hec-
tare of his field — up to 300 kg of seeds, the price
on world exchanges of such products is 6.45 euros
per kg. The products of the farm are completely
bought by the companies of Switzerland, Germany
and Hungary (Thnatiuk, 2018).

In 2019, 400 hectares of organic hemp were sown
in Rivne region, and 300 hectares in Lviv region.
Thus, technical hemp has confidently begun to
conquer a market segment such as organic pro-
duction. In addition, built in 2018 with the help
of the Association “Technical Hemp”, state-of-
the-art plant for primary processing of technical
hemp, which is located on a mobile platform, has
significantly increased the profitability of hemp
in the Western region of Ukraine. One of the big-
gest problems in the cultivation of technical hemp
is the development of technology and technical
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means during their harvest, because, according
to research, seed losses reach 55% due to the high
stem part. Minimal seed losses can be achieved
with the use of specialized harvesting equipment.

It should be noted that those wishing to obtain
knowledge of the hemp business and to confirm
them with the certificate of the state model have
the opportunity at the National University of Life
and Environmental Sciences of Ukraine (Kyiv)
within the framework of the “Hemp University”.

Ukraine has two scientific institutions on the
territory of Sumy region: Institute of bast crops
of NAAS of Ukraine - the owner of varieties of
hemp containing non-narcotic substances (Table
1), and Institute of Agriculture of the North-East
of NAAS of Ukraine - the developer of high-de-
mand hemp cultivation technologies in Ukraine,
Lithuania and Italy.

In addition, it should be noted that the “Arnika”
business group has been operating in the Poltava
region for more than 15 years, on the basis of
which the Breeding Research Institute of Organic
Farming and Seeds has been established and suc-
cessfully operating, which established an interde-
partmental hemp laboratory. The result of its work
was the removal of new varieties of hemp: Lara,
Globa and Sula, which in 2018 were included in
the State Register of Plant Varieties of Ukraine.

Consequently, high-quality seed material is not
lower than the first reproduction, with technolo-
gies of cultivation of hemp, due to the presence of

a powerful scientific base in the form of three sci-
entific institutions, actual and potential producers
of rural territories are provided with 100% edu-
cational services. The production and processing
of hemp production complicates the presence of
THC in this culture.

Although its content in hemp varieties is only
0.08% according to the law, the company must ob-
tain a license for its cultivation. It should be em-
phasized that it takes up to 4 months to obtain a
license. In addition, by November 15, an applica-
tion must be submitted for a quota indicating the
planned areas of hemp crops for the next year.

The situation with processing of hemp production
was much worse. As of early 2020, only a few can-
nabis processing plants are operating in Ukraine.
The number of enterprises engaged in growing
and processing hemp production is small, about
30 farms.

For the purpose of development of rural territories
at the state level according to the program of state
support of agriculture (Antonov, 2010), 80% of the
cost (without VAT) of industrial hemp seeds of
domestic breeding of categories of basic, certified,
but not more than 30,000 UAH is compensated to
one farm or agricultural service cooperative.

Nowadays, the necessity for hemp cultivation in
the EU is determined by the need to enhance the
diversity of agricultural crops as well as by the fact
that hemp is one of the fastest growing crops and it
has a huge potential in different spheres of produc-

Table 1. Data from the State Register of Industrial Hemp Varieties as of December, 2019

Source: Based on the Ukrainian Institute for Plant Variety Examination (UIPVE) (2019).

Application : The name of @ Creation .  Yearof : Recommended : Direction
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tion (Vilcina et al., 2014). Diversified agricultural
production is important in the context of land
reform and sustainable development in Ukraine
(Mykhailov et al., 2020).

The solution of complex problems of increasing
the economic potential for hemp production in
Ukraine is possible only on the basis of a system-
atic approach improving strategic management,
implementation of the program-targeted method
of development of the hemp industry with active
state, regional support and purposeful investment
(Mykhailova & Korenivska, 2020).

It can be concluded that the main reason for the
threatening situation of the cannabis industry in
Ukraine is the lack of effective strategic manage-
ment at the level of enterprises, regions and in-
dustries, as well as complete indifference on the
part of the state. Producers have a desire to grow
and process industrial hemp, as evidenced by the
number of companies that receive licenses for
its production, the presence of a strong scientif-
ic base, varieties and technologies of cultivation.
But the lack of plants for processing this crop al-
most nullifies the comprehensive development
of this industry, acting mainly as a raw material
appendage in the foreign market (Mykhailova &
Korenivska, 2020).

In a changing environment, passivity of the state
in terms of investment work to create a process-
ing complex of hemp, significant responsibility for
the existence and development of the enterprise
rests on the creative use of management tools and
strategic management methods through concen-
tration, ability to anticipate and calculate several
options.

The use of strategic management tools will provide
a qualitative strategic analysis, the ability to antic-
ipate and adapt to changes in the external envi-
ronment, to actively influence processes. Research
shows that more sophisticated strategic tools and
management methods are used in developed
countries, followed by developing countries, and
least in countries with economies in transition
(Qehaja et al., 2017).

The choice of one or another method should be
determined by the strategic priorities of enterpris-
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es for the production and processing of industrial
hemp. For a long time, there was a clear trend to
reduce costs of the enterprise, which influenced
the choice of strategic management tools such as
optimization and benchmarking. Gradually, the
situation began to change by expanding the scope
of activities and involving employees in manage-
ment decisions.

The implementation of administrative-territorial
reform in Ukraine provides an opportunity for
communities to independently choose strategic
priorities in achieving sustainable development
of territories, including the cultivation of hemp.
However, without the formation of a clear strate-
gic hierarchy of management of the revival and de-
velopment of the cannabis industry, state-indus-
try-region-community-enterprise, positive chang-
es are almost impossible to achieve. Strategic plan-
ning gives the best results in the situations when
the most important changes can be foreseen in
advance, the level of competition is stable, and the
management process is carried out on the basis of
centralization. The effectiveness of strategic man-
agement of the hemp industry depends on the op-
timal choice and effective use of appropriate tools.

According to the Strategy of Regional
Development of Sumy region for the period up
to 2027 (Strategy, 2020), it is planned to create
an agritourism cluster of industrial hemp in or-
der to develop a network of agritourism with the
introduction of traditional and innovative tech-
nologies for growing and processing industrial
hemp. This project is designed for three years
with a planned funding of UAH 3,152 thousand
(from 2021 to 2023). The planned number of clus-
ter members is 17, the number of estates is 5, and
the number of visitors is up to 3,000.

Based on the results of the assessment of the can-
nabis industry in Ukraine, it is concluded that
the formation of strategic management of hemp
cultivation should be based on two key elements:
improving institutional support and providing
financial support. The first element will simplify
too strict regulations for obtaining a license to
conduct cannabis business and increase competi-
tion in the market of cannabis products. The sec-
ond element is aimed at equalizing the income
of producers in the field of crop production and

Q



Problems and Perspectives in Management, Volume 19, Issue 2, 2021

Hemp production:
* Seeds;

* Straw;

®* Trust;

* Fiber

Problem statement — modeling the
efficiency of strategic decisions of
hemp cultivation

A 4

Production

Source: Developed by the authors.

Technologies:

R by different cultivation
technologies

'

A

Seeds-oriented;
Zelentseva (only fiber-
oriented);

Bilateral application
(seeds and fiber-
oriented)

External factors:

* institutional
support of the
hemp business;

* the situation on
the world
market of hemp
products;

* compliance with
the goals of
sustainable
rural
development

Analysis of economic indicators of growing
different types of hemp products

v

Comparison of economic indicators of
production using different technologies

'

A 4

Formation of optimality criteria for the
choice of technology for the production of
specific hemp products

A 4

Calculation of profitability of hemp
production as a starting point for making
strategic decisions in the field of hemp to

ensure sustainable rural development (profit
per 1 ha of hemp crops)

Internal factors:

® ensuring the
enterprise’s
competitiveness;

® cost reduction;

* profit
maximization;

® increasing the
level of efficiency

Figure 4. Algorithm for assessing the efficien

supporting the hemp business. The situation is
characterized by an advantage in the cultivation
of high-yielding, but not environmentally friendly
crops (sunflower, rapeseed, corn). Hemp, like no
other crop, is successfully grown without fertiliz-
ers and herbicides; not damaged by diseases and
pests; most favorable for restoring soil fertility; in
the long run it will create new jobs and economic
growth in rural areas.

The choice of strategic management tools is also
important. The formation of a strategy for the de-
velopment of cannabis should include the follow-
ing: mission definition, strategic planning, cus-
tomer relationship management, benchmarking,
employee involvement, and clear definition of the
main guidelines for strategic management of the
cannabis industry. Coordination of activities re-
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cy of strategic decisions in hemp cultivation

lated to the implementation of strategic goals be-
tween all participants in the hemp business and
the creation of strategic planning and marketing
services will increase the level of efficiency of en-
terprise management by expanding information
security. The promotion of cannabis products
on the market and the interest of investors will
strengthen the image. Improving personnel policy
will ensure the involvement of young profession-
als, staff training and, in general, improve the wel-
fare of employees.

Strategic management of the cannabis industry re-
quires constant improvement and updating of its
instruments.

One of the important methodological tools for

substantiating strategic decisions in the practice
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of hemp production is economic and mathemat-
ical modeling of their implementation. It is im-
portant to clearly set the task with the definition
of variables and constraints, the choice of the ob-
jective function and taking into account the fac-
tors of influence of the external and internal en-
vironment, where management decisions will be
implemented.

The proposed algorithm for substantiation of stra-
tegic decisions concerning hemp cultivation is
presented in Figure 5.

From the presented algorithm (Figure 4) it can be
argued that the determining factors of prerequi-
sites for the profitability of strategic decisions are:
production of a certain type of hemp products
(seeds, straw, trust, fiber); selection of the most
acceptable cultivation technology (seeds-orient-
ed, zelentseva (only fiber-oriented), bilateral ap-
plication (seeds and fiber-oriented); cost optimi-
zation; market conditions (price, demand, sup-

ply), etc.

Problems and Perspectives in Management, Volume 19, Issue 2, 2021

Undoubtedly, the formulation of the economic and
mathematical problem must consider the external
factors of the hemp business such as legal regula-
tions, volatility of the global hemp market, as well
as its compliance with sustainable development
goals. Variable indicators of the model are indica-
tors of costs, yields and profits for the production
of certain products by different technologies. The
target function of modeling the effectiveness of a
management decision can be indicators to ensure
the competitiveness of the enterprise, reduce costs,
maximize profits or increase the efficiency of re-
source use in the cultivation of hemp.

The application of the above algorithm to substan-
tiate management decisions in the system of stra-
tegic management of hemp cultivation allows one
to predict the main economic indicators of pro-
duction of technical hemp products in the medi-
um term. Thus, economic and mathematical mod-
eling of the profitability of strategic decisions is an
important and effective tool in the practice of stra-
tegic management of the hemp industry.

CONCLUSION

An assessment of the prospects for the revival of cannabis cultivation in Ukraine revealed a set of prob-
lems that cause stagnation in the cannabis industry. It is established that the main reasons for this are
the lack of a sufficient number of cannabis processing plants and their remoteness from producers; com-
plex regulatory policy; sharp fluctuations and instability of prices for hemp products; low public aware-
ness and often hostile attitudes towards cannabis production, which hinders the strategic development
of this industry. Due to the lack of strategic management in the industry and institutional and financial
support for cannabis cultivation, Ukrainian cannabis is doomed to lose its export potential and deteri-
orate its position in the extremely liquid world market.

The defining guidelines for the strategic management of hemp cultivation should be: simplification of
regulatory norms for producers; expansion of agribusiness entities; increase in production volumes; im-
proved competitive environment in the cannabis market. To update the tools of strategic management,
an algorithm for making managerial decisions is proposed. Its application in practice of substantiating
the efficiency of strategies based on economic and mathematical modeling allows considering existing
institutional conditions of manufacture of technical hemp and making forecasts of strategic scenarios
for the development of the hemp branch.
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