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and capital investments in construction are analyzed, and their share in the total
capital is allocated. The sales volumes of building materials, the number of
construction companies, and the population engaged in the construction sector
are analyzed. The authors noted the necessity of normative regulation of
construction activity, development, and implementation of state programs on
development and support of the construction industry. The main problems of
construction companies that have arisen after the introduction of a quarantine
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Introduction. The construction industry is one of the most important components of the
country's economy, which has an impact on the functioning and development of other industries, such as
mechanical engineering, metallurgy, metalworking, energy, and woodworking. Construction provides
employment and consumes products of other industries, it promotes business development, which has a
significant impact on the development of the entire economic system of Ukraine. The main production
and non-production funds are forming, and the fixed assets of economic entities are restoring due to
construction as a material branch of production. It contributes to the development of other industries. The
importance of construction for the country's economy is sufficient, so it should be monitored, trends of
its development should be determined considering the changes in the current unstable environment.

Analysis of recent research and publications. A number of modern national scientists have
dealt with the problems of ensuring the development of the construction industry in Ukraine and its
effective functioning. Among them, there are N. Bushuyeva, V. Zayats, O. lvanilov, V. Gamaliy,
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O. Latysheva, O. Nesterenko, T. Payanok, O. Romanenko, V. Fedorenko, L. Shutenko, and others.
The authors have paid considerable attention to the economic aspects of the industry, but considering
the changes in the current transformational economic environment, it is advisable to analyze the state
and development of the construction industry, identify problems and prospects for construction
development based on a comparative analysis of current and previous periods of its activity.

The purpose of the article. It is the analysis of the current state and elaboration of prospects
for the development of the construction industry in Ukraine.

Materials and methods of research. General and special research methods — logical
generalization, analysis, and comparison — form the methodological basis of this research. During the
analysis of data on the development of the construction industry, statistical research methods have also
been used. The results of the study are presented by graphical and tabular methods. Conclusions to the
article are based on the methods of generalization.

Presentation of the main research material. The level of construction development is the
measure of the level of a country’s economic development and the standard of living for its
population. The construction industry in Ukraine in recent years continues to be characterized by
development, it can be proved by the growth of construction share in GDP, the most important
indicator of economic development. Ukraine's GDP for the researched period also tends to increase,
which indicates the growth in the level of economic development and labour productivity, resulting in
increased production and formed consumer demand, which contributes to the development of
construction. The contribution of the construction industry and its share in the GDP of Ukraine for the
period 2017-2019 is shown in Table 1.

Table 1. The contribution and share of the construction industry in the GDP of Ukraine for the

eriod 2017-2019 [1]
. Unit of Years

Ne Name of indicator measurement 2017 2018 2019
1. | Total GDP of Ukraine UAH million 2983882 3560596 3974564
2. | Increase on the previous year % 125,2 119,3 1116
3. | The contribution of the .-

construction industry to GDP UAH million 64431 81259 106751
4. | Increase on the previous year UAH million 77 1682889 89923
5. | The share of construction in GDP % 2,16 2,28 2,69

According to the data, provided by the State Statistics Service of Ukraine, in 2018 the
contribution of the construction industry to GDP was only 2.3%. For comparison, this figure in
Slovakia is 7.9%, Poland — 7.7%, Sweden — 6.8%, Romania — 6.1% [2]. Thus, over the past few years
and in 2019, the share of construction in the total has increased by 20% on average — a minor rate in
comparison with other countries, but its growth indicates the potential of the construction industry.

The capacity of the construction industry and the identified upward trend indicate the need for
additional investment resources. According to J. Krysko [3] and O. Latysheva [4], the research of
fixed capital investment during the study of construction is an important element in the analysis
showing the state of the industry because the essence of the industry functioning is the formation and
reproduction of capital. Objects and subjects of construction are infrastructural elements of all
branches of the national economy, and their operation involves the implementation of remediation
engineering and construction work: repairs, reconstructions, modernization, etc.

Under market conditions, construction, like all other industries, acquires a new economic
context associated with the free movement of capital and free activity of each property object.
Horizontal investor relations have come to replace the vertical industry ties that prevailed in the
administrative planned economy. Therefore, construction as an economic process is a continuous
investment activity of the capital owners during the life cycles of buildings or structures in the
construction of which this capital had been invested [5].

Construction activity is increasing due to the growth of capital investments, investment
expenditures of companies for construction works, bank credits and other loans, amounts from local
budgets and households given for housing construction, state budget funds, foreign investors, and
other sources of financing.
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Table 2. Capital investments in Ukraine in 2017-2019 [1]

- Unit of Years

Name of indicator measurement | 2017 2018 2019
Capital investments UAH million | 412812725 | 526341837 | 584448604
Increase on the previous year % 112,1 116,4 115,5
Capital investment in construction UAH million | 50640380 51902369 59681083
Increase on the previous year % 110,5 86,1 109,8
The rate of investment in construction to
total capital investment % 123 9.9 10,2

Over the last period until 2020, capital investments in Ukraine tended to increase, but in the first
half of 2020, along with a reduction of investment in the country's economy by 30%, capital investment
in construction also declined. Thus, for the corresponding period, capital investment raised in
construction were 22.9% less than in previous periods. Exchange rate fluctuations, significant policy
impact on the economy, lack of legal security, corruption in public authorities, and limited access to
finance were the main obstacles to investment attractiveness. But it is also necessary to mention a
positive factor — the expansion of investment expenditures of enterprises for construction and
improvement in doing business. Thus, in 2020, Ukraine climbed seven steps up and took 64th place in
one of the most important international rankings Doing Business, which allows any country to assess the
fluency of doing business by ten key indicators and allows for a comparison between countries [6; 7].

A significant step towards creating an attractive investment climate in Ukraine is the
consistent application by the State Construction Committee, within the steps taken by the government,
measures to regulate construction activities, simplify and ensure transparency for a number of pre-
project procedures, eliminate artificial barriers during design and construction [8].

In recent years, the output of construction products has been gradually growing in the market
of Ukrainian civil engineering. In the structure of manufactured construction products, one can
observe the increase in the volume of performed construction work, which is mainly due to the growth
in the building of engineering structures (Table 3).

Table 3. Volumes of construction products by types [1]

Manufactured construction products
2017 2018 2019
UAH % to total UAH % to total UAH % to total
million volume million volume million volume

Construction 105682,8 100 141213,1 100 181697,9 100
Buildings 52809,6 50,0 66791,6 47,3 83589,3 46,0
among them:

- residential buildings 23730,0 22,5 29344.,8 20,8 33208,8 18,3
- non-residential buildings | 29079,6 27,5 37446,8 26,5 50380,5 27,7
Engineering structures 52873,2 50,0 74421,5 52,7 98108,6 54,0

In the first half of 2020, the volume of engineering structures was about 55.3% of total
construction [9], which is a consequence of the government program The Big Construction, proposed
by the President. It provides for the remediation, overhaul, and building of social, educational, and
sports infrastructure objects.

Products made in 2019 were distributed by the nature of construction from the total volume of
construction: new construction, reconstruction, and technical re-equipment — 74.2%, overhaul —
18.1%, current repairs — 7.7%.

In 2019, the leading positions in the market by volumes of construction output were occupied
by the following regions: Kyiv — UAH 10,294.8 million, Dnipro — UAH 1,984.5 million, Odesa —
UAH 17,313.5 million, Kharkiv — UAH 14,731.3 UAH million.

The growth of construction output is reflected in the values of indicators of construction
output by type (Fig. 1), which show the change in the volume of construction work performed over
comparable periods of activity. According to the research, the manufacturing of construction products
in November 2020 increased compared to the previous month, but the index of construction products
compared to the previous period decreased by 21.3% and was 102.8%.
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Fig. 1. Indicators of construction products by type
(in % to the corresponding period of the previous year, increased total) [1]

It should be noted that the volume of construction work performed from January to June 2020
was UAH 64.59 billion or decreased by 5.5% compared to the corresponding period in 2019. In
particular, the volume of construction work performed in residential construction decreased by 19.4%,
in commercial construction — by 1.4%, in infrastructure construction — by 1.7%. At the same time, the
volume of construction work performed in 2019 amounted to UAH 177.01 billion or reduced by
20.0% by 2018, which came from: 3% in residential construction; 27.4% in commercial construction;
23.3% in infrastructure construction [10].

According to the results of the analytical research "Review of the construction industry
development in Ukraine™ made by the Personal Analytical Unit (PAU), in the first half of 2020, the
Ukrainian construction market reduced by 5.5% in comparison with the same period in 2019. The
development of construction activity of national enterprises is constrained by insufficient demand for
construction products and financial limitations.

The construction process is characterized by the level of material intensity, which,
accordingly, brings to the first place the building materials industry, like the one that provides the
supplement of the necessary materials to create construction products. This is relevant to the fact that
the building materials industry is a multi-diversified field, which involves more than twenty industries
that form their own, specific market of building materials [11].

Analysis of statistical information provided by the All-Ukrainian Union of Manufacturers of
Building Materials on the production of building materials for 2018-2019 reveals a situation of
stagnation. There was a slight increase for some items of building materials in comparison with the
previous period: in the production of cement and concrete structures — by 1%; production of ready-mixed
concrete — by 5%; dry mixes — by 13%; mineral wool — by 7%. The reduction of output occurred by the
following items: ceramic refractory bricks — by 11%, blocks of cement, artificial stone or concrete — by
7%, cement — by 1%, ceramic tiles — by 4%, door and window plastic blocks — by 8%.

The volume of sales of construction materials for the first half of 2020 reduced by 1.3%
compared to the same period in 2019. The analysis of the market of building materials according to 22
basic segments showed the range of growth dynamics from 18% to 61%. At the same time, 59% of
segments showed positive dynamics (at the beginning of 2020 the share of growing segments was 77%).

It should be noted that the general trend in the modern market of building materials in Ukraine
in 2019-2020 is a phase of growth intensification and transition to a new growth cycle.

The source of construction companies’ development is labor resources because it is the staff
who promotes the implementation of innovative processes in construction companies and ensures their
operation and profit.

In the field of construction for the period 2017-2019, there is an increase in the number of
construction companies and the employed population (Table 4). Thus, in 2019, the number of construction
companies increased to 1,652, and it had reached 6.6% of the total quantity. The enterprises hire 669
thousand people, which is 4.04% of the total number of personnel employed in business entities for all
types of economic activity. If we compare this indicator with the indicators of the EU countries, in Ukraine
the share of people employed in construction is lower than in the EU countries where this indicator ranges
from 4.5% to 6.5%, which shows insufficient development of the industry in comparison with them.
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Table 4. The number of companies and the employed population in the construction industry
in Ukraine [1]

P Unit of Years
Name of indicator measurement 2017 2018 2019
Qlct':iT/il?[;r of companies by type of economic units 29597 23793 25051
Number of companies in the construction .
industry units 1462 1559 1652
The share of companies in the construction % 6.5 6.6 6.6

industry in relation to the total
Ecmf)lt?g ed population by type of economic thousand people | 16156,4 | 16360,9 | 16578,3
Number of people employed in construction | thousand people | 644,3 665,3 669,0
The share of population employed in

construction % 3.9 4,06 4,04

The reduction in the construction market observed in Ukraine in 2020 and the emergence of
problems is explained by a quarantine regime caused by the COVID-19 pandemic.

Among the main problems of construction companies caused by pandemic and quarantine
were identified the following:

— customers have been negatively affected by restrictions, and demand decreased — 38%;

— business partners have been negatively affected by restrictions and didn’t conduct any
business activities — 23%);

— insufficient cash flow for wages, salaries, and carrying out bank transactions — 21%;

— workers were absent due to illness or imposed restrictions — 9%.

Moreover, not all construction companies have access to financing for their reactivation after
guarantine. However, they have their own "reserve fund". Only a few companies can count on access
to bank financing. However, most companies see an opportunity to reactivate their business activity
during a few months [12].

To stabilize and improve the situation on the construction market in Ukraine and increase the
efficiency of enterprises operation, the quality of construction products should be improved through the
introduction of smart innovative technologies, new energy-saving and energy-efficient measures, and the
use of modern materials. Considering that the construction industry is attractive for investment, which in
turn creates positive conditions for other industries, it needs to increase public funding, attract domestic
and foreign investors, and improve mortgage loans, which subsequently will lead to the growth of
residential construction. Public funding is provided in the budget proposal for 2021: it is aimed at the
construction of roads, which will support the increase of transport facilities, highways, streets, and roads.

Construction companies are strongly influenced by the external environment, which is their
feature, so it is advisable to minimize through strategic management the negative factors affecting
their operation at the enterprise level and to support this industry by the state.

Managing this branch, it is important to develop civil engineering in Ukraine through
establishing the Concept of public administration in the field of urban planning activities. This concept
had been proposed by the Ministry of Regional Development in 2020. It deals with the modernization
of urban planning legislation in Ukraine. The key points of the concept that will help solve the
problems of modern construction are:

— providing the state registration of property rights for co-owners of joint construction objects;

— implementation of integrated development of cities and communities’ territory as a modern
approach to ensure balanced development;

— establishing of the Unified state electronic system for the construction sector as a part of
the urban (town-planning) cadastre;

— reforming the system of technical regulation in construction through the implementation of
Regulation (EU) No 305 that deals with obligatory requirements for construction products, the
transition to the existing EU declarative principle of evaluation and conformity assessment for
construction materials and products, as well as bringing into line with EU requirements for objects of
construction and conditions for placing construction products or works on the market;
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— at the state and local level there should be the implementation of new design technologies,
in particular BIM-technologies, in the process of creating the construction and architectural objects.

In order to simplify and unify the conclusion of relevant agreements with global financial
institutions, the development of international FIDIC contracts had been completed in association with
the multinational law firm Baker & McKenzie [13].

Conclusions. As a result, this research has revealed the general trends that impact construction
industry development in Ukraine: the share of construction in the total GDP of the country is
constantly increasing; the investment attractiveness of the industry along with capital investments,
investment expenditures of companies for construction works are also growing; the funding for the
industry is increasing; the banks are implementing new mortgage loan programs; there is an increase
in the number of construction companies and the percentage of the population engaged in the
construction sector; construction volumes are growing; state programs for the development and
support of the construction industry are being implemented recently.

But in 2020, there was a slight decline in the volume of construction products and building
materials by some positions, which is explained by a global problem — the quarantine regime caused
by the COVID-19 pandemic. Despite the recent destabilizing moments, the potential capacities of
construction companies in Ukraine are quite high, which helps to improve their competitiveness and
the ability to overcome negative situations in economic development that exist in the market.
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