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INVESTMENT STRATEGIES
FOR THE DEVELOPMENT
OF FILLING NETWORK ENTERPRISES
Abstract. Investment strategies for development of the filling network
enterprises focus on internal and external investment. Internal investment
subordinated to the policy of enterprise development in the corporate
system, the purpose of which is to ensure sustainable growth of the
enterprise and parent companies. The effectiveness of investment
strategies determined by the investments profitability in projects.
Attraction of other corporation companies to the project ensures the intracorporate nature of the redistribution of investment income and expenses.
Despite the inclusion of plans for equipment modernization, rebranding,
personnel development, corporate culture, improving the quality of
service in the investment strategies, maximum capital investments
focused on investment projects that form the basis for the development
plans implementation of the core business that allow filling network
enterprises to create the necessary margin of financial strength.
Key words: management, strategy, investments, infrastructure, filling
network
JEL classification: D92, L81, P45
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Introduction
The oil product market ensures the energy security of Ukraine,
significantly affects the development in all sectors of the economy,
determines the price situation on most commodity markets, and affects
the living standards of the population. The commodity limits of the
market are retail trade in liquefied petroleum gas, as a motor fuel, highoctane gasoline and diesel fuel, carried out at stationary filling stations
(FS). Competition in the market determines the formation of fuel prices
by the market operators as an indicator of the balance between supply and
demand. To gain and maintain high competitive positions, filling
companies forced to choose investment-active development strategies.
Ukrainian legislation determines that investments are all types of property
and intellectual values invested in objects of entrepreneurial and other
types of activity, as a result of which a profit (income) is created and/or a
social and environmental effect is achieved (Verkhovna Rada of Ukraine,
2021). Adequately constructed investment strategy of the filling network
aimed at ensuring the effective implementation of investment projects and
contributes to the growth of the enterprise`s market value in the long
term, that determines the relevance of the research topic. The issues of
managing investment strategies of trade enterprises are widely considered
in modern scientific literature. In particular, O. Yehorova (2018)
concludes that it is necessary to apply a systematic approach to managing
the investment activities of an enterprise, substantiates European
integration trends in the management of trade activities and the transition
from an extensive model of the Ukrainian economy to an innovative
model of enterprise management. Therefore, from the position of a
systematic approach, it is necessary to combine the processes of
managing investment flows and the development of trade enterprises with
the mission of their effective functioning. Ye. Didenko, O. Hapich (2019)
argue that managing the investment strategy of an enterprise is a complex
process, the decomposition of which includes the study of strategic
conditions, the development and direct implementation of strategic plans.
The authors call the investment projecting process as the foundation of
efficiency. O. Berveno, Yu. Miroshnychenko (2017) emphasize the
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important role in increasing investment attractiveness and effective
investment management of trade enterprises to ensure their
competitiveness in the market. The authors proposed methodical
approaches to improving the investment activities of trading companies,
substantiated the role of state institutions in creating conditions for the
implementation of the enterprises investment potential. T. Shtal,
V. Kozub, L. Bondarenko (2017) considered how the investment strategy
ensures the transfer of capital in the context of the participation of
Ukrainian enterprises in international business. The authors represent the
components of the investment strategy as forms of investment activities
and mechanisms for their implementation. H. Wang, J. Barney, J. Reuer
(2003) offer a rationale for risk management of highly specific investment
projects of enterprises, when investments are critical to competitive
advantage, bringing benefits to both shareholders and stakeholders. C.
Blankson, J. Crawford (2012) analyzed enterprise positioning investment
strategies that include investing in brand development, improving service
quality and achieving customer appeal as dominant strategies by which
enterprises achieve acceptable sales by assessing prospective profits,
return on investment and market share. The research results show that the
combination of several investment strategies enhances the efficiency of
the enterprise.
In the modern scientific literature, we did not find studies that would
directly relate to the management of investment strategies for the
development of filling network enterprises. At the same time, a small
amount of research has dealt with various aspects of management, incl.
strategic management for the development of such enterprises, which
provided us with information for further scientific research. Thus, B.
Scheiper, M. Schiffer, G. Walther (2018) presented an integrated
approach to defining the infrastructure and planning the location of
charging facilities for battery electric vehicles, taking into account the
interaction with the electric grid, combining a charging station layout
model with integrated energy reserves. O. Malynka (2011) analyzed the
capital formation of the OKKO filling station brand according to the
theoretical model of the management process and found the lack of
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consistency in brand management activities in Galnaftogaz Concern JSC.
The conclusions obtained by the author indicate the need to change the
priorities in managing not only the brand, but also the assets of the
enterprise. O. Karpii (2016) considered the range of services of filling
stations in the Ukrainian market and proposed their classification features,
forming the priority of the criteria by which consumers choose filling
stations. Yu. Kharchenko (2018) investigated the management and
accounting system of information in the filling networks and noted the
importance of the role of service and additional types of maintenance.
Since the enterprises of the filling network in the absolute majority are
structural economic entities of corporate associations, it is of interest to
research the investment activity of integrated corporate systems (V.
Kutsyk, 2017). The author of mentioned work argues that there is no need
to introduce an economic mechanism to stimulate long-term investments,
which is primarily of interest by business entities, since their investment
attractiveness is the main factor in the integration of industrial and
financial capital.
The discrepancy in the authors' views on various aspects of the
investment activities of trade enterprises in general and the lack of
scientific recommendations on the management of investment strategies
of filling network enterprises make the problem of studying these issues
urgent in the context of ensuring the effective implementation of
investment projects and ensuring the growth of enterprises' capitalization
Methodology
The research is based on the universal methods of formal logic and
scientific abstraction, the foundations of innovative science, investment
science and institutional economics. Retrospective analysis used to determine the evolution phases of the investment processes. For the classification and grouping of analytical data the article uses systematic, structural-functional and synergistic approaches. Open information sources of
the Galnaftogaz Concern JSC report and the State Statistics Service of
Ukraine (State Statistics Service of Ukraine, 2020).
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Table 1. Structural indicators of the activities of the filling network
enterprises in 2014-2019

Source: formed and calculated by the author according to the data of
the State Statistics Service (2021)
The purpose of the article is to study the main directions and trends in
the management of investment strategies of the filling network enterprises
in Ukraine, taking into account the rapid development and high
competitiveness of the market.
Results and discussion
The importance of the development of filling network enterprises for
the Ukrainian economy today is unconditional, as they annually account
for 10.2-18.2% of the total retail turnover of Ukraine (Table 1), providing
on average about 13% of the added value of retail.
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Despite the negative impact of quarantine due to the Covid-19
pandemic on the economic performance of a significant part of non-food
retail enterprise in Ukraine, the automotive fuel market showed growth in
2020. In particular, sales of the various gasoline brands by filling
companies increased by 9.1% (to 2.12 million tons), diesel fuel – by 5.8%
(to 7.39 million tons). At the same time, there was an increase in the share
of Ukrainian fuel production: gasoline from 46.6% in 2019 to 48.2% in
2020, diesel fuel – from 11.6% to 15.3%, respectively. The restrictions
introduced by the Government contributed to the introduction of
contactless service by the majority of the filling network enterprises, as
well as to the growth of sales in FS stores. In general, the retail sector is
developing quite actively, providing up to 20% of enterprises' income.
The main investment strategies of the filling network enterprises of
Ukraine directed towards the interregional optimization of the retail
network development, the generalized systematic algorithm that Fig. 1
demonstrates.

Figure 1. Scheme for choosing an investment strategy for the
development of a FS network
Source: own author's development
The choice by the enterprise of an investment decision on the new FS
acquisition is a process of strategic planning, including the stages of
marketing justification of the feasibility of investments, preliminary
assessment of the level of investment costs and calculation of their
payback, assessment of the FS compliance with technical, environmental
and other corporate standards of the enterprise. Investments in the
optimization of the existing retail FS network can include capital
investments both in the modernization of equipment or in the
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development of personnel, as well as updating the corporate requirements
for the external attributes of enterprise recognition. The use of
standardized approaches to the FS construction allows the company to
achieve its development goals due to the reduction of construction time
and minimization of investment project costs and to strengthen brand
positioning through the unification of the FS appearance.
The volumes of fuel sales at the filling network enterprises may differ
significantly from the target parameters determined for the investment
project. Therefore, evaluating the investments effectiveness in the
development of a network usually includes not only the potential volumes
of fuel sales, but also the possibility of selling other goods and services at
FS, the combination of which forms a unique selling proposition under a
recognizable brand (Malynka, 2011). Taking into account modern
competitive trends, the FS business should considered not so much as the
storage and sale of fuel, but as a comprehensive satisfaction of the needs
of citizens driving a car. The Ukrainian Oil & Gas Association, which
includes 14 enterprises (including WOG, OKKO, Shell, АМІС, SOCAR,
KLO, Glusco, etc.), providing more than half of the retail fuel trade,
expects that in the medium term, a range of additional services can be
considered as a key factor when customers choose FS (Ukrainian Oil &
Gas Association, 2019).
OKKO-RETAIL LLC carries out retail sales of fuel and related
products through the OKKO filling network throughout Ukraine through
357 branded FS and is one of the largest operators of the light oil products
trade market with a market share of over 18%. The enterprise imports and
buys petroleum products of various brands on the domestic market:
- for diesel engines in winter DT Euro (DP-S-Euro5-B0), intended for
use at air temperatures from 5°C to -20°C and Pulls Diesel Arctic (PullsDP-Ark-Euro5-B0) for use at air temperatures from -20°С to -40°С;
- for gasoline engines from November 16 to March 15, imports offers
fuel with high pressure of saturated steam intended for use in winter.
The company offers premium fuels that meet modern quality standards
and the requirements of the EURO 5 environmental standard:
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- Pulls 95 – improved fuel with detergent and protective properties and
a highly effective friction modifier;
- Pulls Diesel – improved diesel fuel with an increased cetane number
of up to 55 (51 in winter) with detergent, protective and defoaming
properties.
The list of additional services at the FS of OKKO-RETAIL LLC
includes service columns, portal washes, parking lots, toilets, coffee
machines. In the FS shops that work around the clock, an assortment of
auto cosmetics, oils, accessories, auto parts has been formed, the product
range is selected by analogy with mini-markets, refrigerated display cases
have been installed, and a fast food network is operating.
At the end of 2019, the total assets of OKKO-RETAIL LLC amounted
to UAH 6,545.6 million (growth for the year by 26%), receivables – UAH
3,467.3 million. In 2019, the company carried out more than 523.8
million UAH, and in 2020 – more than 1,839.1 million UAH investment
costs (growth for the year by 76%). The implementation of the company's
investment strategy included investments in the development of a network
of branded FS and oil depots, the cost of purchasing and maintaining a
fleet of trucks, fuel quality control laboratories, investments in marketing,
information technology and office infrastructure. Implementation of the
investment strategy for the product areas development of OKKORETAIL LLC includes the following stages: calculation of the feasibility
of FS construction  unification of external attributes of brand awareness
 minimization of construction time  marketing program for customers
informing  service package optimization.
OKKO-RETAIL LLC is a structural unit of Galnaftogaz Concern JSC,
which includes more than 400 branded FS, the largest chain of food
outlets in Ukraine on the road (under the brands Hot café, A la minute,
Pasta Mia and Meiwei). Subdivisions of the OKKO network also sell
goods through FS stores that provide services for the examination of the
fuel quality (in the enterprise structure there are 19 stationary and mobile
laboratories for monitoring the petroleum products quality), storage and
transportation of petroleum products. The Fishka loyalty program
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introduced at the enterprise is the largest multi-partner reward program in
Ukraine, with more than 5 million Ukrainian participants.
Long-term investments of Galnaftogaz Concern JSC include
investments in the development of the OKKO filling network in Ukraine
(Table 2).
Table 2. Changes in the investments balance in subsidiaries of
Galnaftogaz Concern JSC (thousand UAH)

Source: formed and calculated by the author according to the data of
Galnaftogaz Concern JSC (2021)
In 2011, the company acquired the corporate rights of “Arabella-Plus”
Private
Enterprise
(PE),
“Galytska
Trade
Network”
PE,
“Lvivnaftoprodukt” PE, “Ukrtekhprom” LLC, and bought a number of FS
in the different regions of Ukraine. In 2012, the ranks of subsidiaries were
replenished with “Volinyinzhavtoservice LTD” LLC, “Lora” PE, “OlimpService” PE, “Pantion-Reserve” LLC and “Entrepreneurship Promotion
Centre” LLC, several filling stations and a number of land plots were
acquired and construction in progress. In 2013, the company acquired
“Diolend” PE, “Spika-Oil 2000” company, “Svit Zdorovia” LLC,
“Evropeyska” PE, “Miska orenda” PE. Among the main investments over
the past 5 years, one can single out the acquisition of corporate rights,
which allowed the company to concentrate its working capacities in the
Kyiv and Lviv regions. During 2014-2016, the company actively acquired
FS and land plots in different regions of Ukraine, and in 2015 acquired
stakes in the authorized capital of “PTE “Lanhora” LLC and “VarunaWest” LLC. In 2017, Galnaftogaz Concern JSC bought out a 50% stake
in “Palyvno-proektna Company” LLC (the other 50% of the companyauthorized capital was acquired by “OKKO-RETAIL” LLC). In 2017, an
agreement also concluded for the acquisition of “Green Solution” LLC, in
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2019 – shares in the authorized capital of “YUST-KOS” LLC and PKF
“Bars” LLC.
Galnaftogaz Concern JSC is a partner of large international financial
institutions for more than 10 years and ensures the stable development of
its own filling network, even despite negative national economic trends.
As part of the implementation of the investment strategy in 2019, the
company completed an investment project for the reconstruction of the
central office in Lviv, on the facade of a 7-storey building of which the
largest in Western Ukraine facade solar power plant with a capacity of up
to 200 thousand kW/h per year built.
The enterprise also systematically invests in the diversification of fuel
supply sources. In particular, in January 2021, Galnaftogaz Concern JSC
invested in the acquisition of the Kherson Oil Transhipment Complex,
which consists of oil harbors connected by an oil product pipeline for
unloading tankers and storing oil products as well as an oil depot with
access to the railway infrastructure. The next stages of this investment
project include the overhaul of tanks, installation of fire-fighting
equipment and gas-burning systems, replacement of outdated equipment
with modern automated ones. The modernization project provides for the
safe and efficient operation of the complex in accordance with
international standards. For the implementation of appropriate
investments in 2020 for the enterprise two credit lines of 35 million
dollars opened. USA at the European Bank for Reconstruction and
Development and the International Finance Corporation. Thanks to the
implementation of this investment project, it planned to create a powerful
logistics base for mobile fuel supply to its own filling network in the
south and east of Ukraine. It will also contribute to the creation of new
jobs and an increase in tax revenues to the budget.
The structural model of investment in the regional filling network,
chosen by Galnaftogaz Concern JSC for the implementation of an
investment project to diversify fuel supply sources, is justified by the
choice of the target region, taking into account possible reserves for the
growth of fuel sales while observing corporate standards of the OKKO
filling network. Thus, the described investment project can consider as

[http://perspectives-ism.eu] |
53

[PERSPECTIVES – JOURNAL ON ECONOMIC ISSUES]

No 1/2021

the final stage of implementation chain of the investment strategy for the
development of filling network by optimizing the corporate investment
policy of the enterprise.
Note that Galnaftogaz Concern JSC is a part of the OKKO Group
holding, more than 15 thousand people work at the enterprises in more
than 10 diversified businesses in the spheres of production, trade and
construction. The holding members are independent business entities with
their own development strategy, financial policy, management and
corporate culture, but in many projects efforts are coordinated, which
allows achieving a synergetic effect and significant competitive
advantages. In total, the holding's enterprises have invested more than
USD 1 billion in the Ukrainian economy (Antonov, 2020).
Investment projects of the OKKO Group holding are presented on the
Ukrainian domestic market not only by the development of a filling
network enterprises, but also in the construction sector, food industry,
production of household chemicals as well as auto cosmetics, agricultural
sector, sales of mineral fertilizers and gas. In addition, the investment
strategy of the holding provides for investment plans in the development
of the tourist attractiveness of Ukraine, namely, the construction of a ski
resort in the Lviv region.
In March 2020, due to the quarantine introduced by the Ukrainian
government, the holding's enterprises suspended the implementation of a
significant part of investment projects. The holding decided to invest only
in projects that are vital for companies, or those started long before the
crisis. In addition, the costs of maintaining and servicing OKKO FS
revised towards reducing the costs of maintaining and a safe environment
for employees and customers. Since July 2020, individual investment
projects restored, in particular regarding the external and internal FS
renovation. The rebranding investment plans assume that by the end of
2021 76% of FS will operate in the updated brand format (stylized as
American and Scandinavian formats), as well as solar panels are planned
to be installed at 97 FS.
Therefore, it can argues that the high competition in the market has
practically exhausted the enterprises resources for the implementation of
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investment strategies of aggressive quantitative growth, which leads to
their reorientation to strategies of qualitative growth and brand
strengthening. Accordingly, strategies for providing maximum services in
one territory are gaining relevance: the high-quality development of the
network includes catering services, making necessary purchases in a FS
minimarket, and mailing. Despite this, in the strategic plans of
enterprises, the position of the quantitative expansion of the filling
network remains, since the road infrastructure in Ukraine is rapidly
changing. Thus, in 2021 Galnaftogaz Concern JSC plans to invest in the
opening of five new FS and in increasing the number of gas modules.
Note that Galnaftogaz Concern JSC has invested in the development
and technical improvement of fuel storage facilities. In particular, in
2015, the largest gas storage station in Western Ukraine opened, the tank
farm of which allows storing 2 thousand cubic meters of liquefied gas.
Not involved in the operational needs of the oil depot enterprises in
Khmelnytsky, Rivne and Vinnytsia regions redesigned for the storage of
mineral fertilizers and provided for use by the agro-industrial enterprises
of the OKKO Group holding. As of the end of 2020, the value of fully
depreciated investment property that used in operating activities
amounted to UAH 566.1 million (at the end of 2019 – UAH 473.9
million), income from the lease of investment property of Galnaftogaz
Concern JSC amounted to UAH 1,147.1 million (at the end of 2019 –
UAH 1,232.6 million), direct operating expenses related to the provision
of property for rent – UAH 593.2 million (at the end of 2019 – UAH
609.1 million). As a lessor, the company entered into operating leases for
land, buildings and vehicles for an initial period of one year, with the
option to renew the lease after the expiration date. Typically, rental
payments increased annually to reflect trends in the rental market.
As we see (Table 3), even despite a significant reduction in the
investment programs of Galnaftogaz Concern JSC in 2020 due to the
quarantine introduced by the Government, the general trends in the
dynamics of the company's financial performance indicate the success of
the selected investment strategies.
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Table 3. Selected indicators of financial acting of Galnaftogaz
Concern JSC in 2015-2020, UAH thousand.

Source: formed and calculated by the author according to the data
(Galnaftogaz Concern JSC, 2021)
To ensure the efficiency growth of investment strategies of the filling
network enterprises, their management in the conditions of permanent
crises of the Ukrainian economy should base on the principles:
- consistency, that is, not only to outline the directions of potential
investments, but also to harmoniously integrate it into the general
strategic plans of the enterprise development in accordance with certain
strategic goals and objectives;
- optimality in terms of the ratio of costs and effectiveness of
investments;
- adaptability to changes in external factors;
- continuity of investment development management processes;
- purposefulness, that is, focus on achieving certain and justified goals
for the enterprise development;
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- synergy, that is, a combination of a set of investment strategies in
various enterprise areas to enhance the effectiveness for each of them.
Therefore, the investment strategies for the development of filling
network enterprises focus on both internal and external investment. In
general, internal investment subordinated to the general policy of
enterprise development in an integrated corporate system, the main goal
of which is to ensure high-quality functioning and sustainable growth of
both the filling network itself as well as parent companies and
corporations. The effectiveness of the selected investment strategies
determined by the investments payback and profitability in projects. The
coverage of other corporation enterprises in the investment project
ensures the intra-corporate nature of the redistribution of investment
income and expenses.
Conclusions
Despite the inclusion of plans for equipment modernization,
rebranding of the FS external recognition, development of human
enterprise resources and its corporate culture as well as plans to improve
the customer service quality in the investment strategies, the maximum
investment focused on investment projects that form the basis for the
implementation of strategic plans for the core business development. This
allows the filling network enterprises to create the necessary margin of
financial strength, which also affects the stable development of other
holding businesses.
Filling enterprises adhere to investment-active development strategies
thanks to the holding integration of industrial and banking capital. The
share of filling networks is 10-18% of the total retail turnover of Ukraine.
Automotive fuel sales are growing, including share of production in the
country. The activities of retail networks of filling stations provide up to
20% of companies' revenues. Investments are made according to the
criterion of interregional optimization of the retail network development,
taking into account the development of road infrastructure. Corporate
standards for the construction of filling stations allow to spend money
economically. By the end of this year, the filling stations will be
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aesthetically decorated in North American and Scandinavian styles as
well as projects for the use of renewable energy sources are being
implemented.
At the same time, the development strategy includes diversification of
fuel supply sources, technical innovations. Modernization projects carry
out from various sources: own funds as the trends in net profit growth are
consistently high, as well as with external lending by international
institutions.
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