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Abstract
The escalating market stagnation within Ukraine's wheat flour industry, driven by significant
emigration and war economic challenges, highlights the critical need for strategic redirection.
This study investigates effective strategies for “Zernopererobnyy Complex” LLC to achieve full
capacity utilization and build long-term competitiveness. The research is based on the
theoretical frameworks of strategic market entry and operational efficiency, scrutinizing the
problem statement: “Local Ukrainian market consumption is declining and that leads to 70%
production capacity utilization by “Zernopererobnyy Complex”LLC”. Using a mixed-methods
approach, the research integrates quantitative scenario analyses and financial forecasting with
qualitative methodologies, such as PESTEL and Porter’s Five Forces analyses, to deeply explore
strategic options. The research focuses on the European market, particularly targeting artisan
and organic flour segments that show resilience and growth potential. Preliminary findings
suggest that strategic market expansion into these focused segments, alongside innovations in
production and operational processes for the next 5-year period, could mitigate the risks driven
by local market saturation. The study concludes that diversifying into European markets
(Netherlands, France) and enhancing operational efficiency can significantly benefit the company
in both positive and negative scenario. Research recommends detailed strategy of new markets
entry through high quality product concept, penetration pricing strategy and strategic
partnerships for initial market acquisition. The implications of these strategies extend beyond
corporate growth by generating employment and fostering economic activity in local market.
The company's strategic shift could alleviate local economic distress and reinforce the broader

agricultural sector's resilience.
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Chapter 1: Business analysis and problem statement
Company overview and basic financial position

LLC “Zernopererobnyy complex” is Ukrainian family company, one of the TOP20
producers of flour in UA market founded in 2005. The Company is focused on the collaboration
in B2B format with local customers in traditional wheat flour and flour connected product
segments (flour, bran) in central part of Ukraine. Main customers are enterprises which produce
different products from wheat: pasta factories, confectionery factories etc.

Company operates in highly competitive market with low consolidation level (leading
company occupies 9,1% share in volume in 2023). Leading companies are vertically integrated
agriculture holdings focused on wide range of sub industries. Market is affected by consumption
drop connected to emigration (from 6 to 8 million people have left Ukraine). Due to growing
competition and stagnation in terms of consumption company faces challenge in terms of
operational efficiency connected to the fact that production facilities are 70% employed based
on 2022-2023 performance.

For the fiscal year 2023, "Zernopererobnyy complex" reported revenue of 77,107.40
thousand UAH, marking a CAGR of approximately 0.6% from 2020 to 2023 (). This period
includes significant economic challenges, notably the impact of the Russian-Ukraine war starting
in 2022, which affected the entire sector. Despite these hurdles, the company maintained a
steady revenue stream, with notable resilience in its operational performance.

Profitability and Efficiency
The Gross Profit Margin showed variability, with a general trend aligning with industry

movements, particularly in the context of the geopolitical tensions influencing operational costs.



For 2023, the GPM was calculated as 8.6%, demonstrating the company's effective cost
management strategies under challenging economic conditions.

Earnings Before Interest and Taxes for 2023 stood at 1,990.70 thousand UAH,
underscoring a solid operational performance amidst sector-wide pressures. The Net profit
margin for 2023 was around 2.1%, reflecting good operational and expense management.
Asset Management and Investments

Total assets demonstrated a slight decrease over the reviewed period, with a balance of
18,550 thousand UAH in 2023, down from 22,334 thousand UAH in 2020 (Financial report,
2023). This reduction in assets contributed to an improved total asset turnover, indicating
increased efficiency in asset utilization.

Inventory and Solvency

Inventory levels for 2023 were reported at 7,896.90 thousand UAH, up from 4,404.60
(Financial reporting, 2023) thousand UAH in 2020, reflecting strategic stockpiling in response to
supply chain uncertainties. This increase in inventory levels is a direct response to the
operational challenges posed by the geopolitical environment. Company capacities were loaded
by 70%.

The company showed remarkable proficiency in managing its long-term solvency. The
debt-to-equity ratio improved significantly from 2.66 in 2020 to 1.12 in 2023, demonstrating a
strong balance sheet and financial resilience.

As a conclusion we can highlight that "Zernopererobnyy complex" has demonstrated
strong financial management and operational resilience from 2020 to 2023. Amidst significant
challenges, the company has moved through with good performance, particularly in inventory

management and solvency. The focus on improving asset turnover and maintaining a strong



balance sheet is indicative of a forward-looking approach to navigating the uncertain economic
conditions.
Macro analysis
PESTEL analysis
The main methodology widely used to asses’ external factors is PESTEL analysis (Aguilar
et al., 1967). The main target of the methodology is to analyze impact of different factors on
which we can’t influence but we have to consider them to be successful. Based on our project

we can define such factors:



Figure 1

PESTEL analysis

Paolitical:

War and regulatory changes in Ukraine
Trade agreements and tariffs affecting agricultural products,

Economic:
- Economic recovery rate post-conflict, including inflation rates and currency stakility,
- Global wheat prices and local econamic conditions impacting censumer spending

Seciocultural:
- Changes in consumer preferences towards health and sustainability,
- Demographic shifts, incleding emigration trends and population changes,

Technological:
Advancements in agricultural and production technolagies,
Digital transformation trends in marketing and distribution channels.

Enviranmental;
- Clirmate change impacts on wheat production and supply chain sustainability,
- Regulatory changes regarding envirgnmental protection and sustainability practices

Legal:
- Food safety regulations and guality standards in UA to comply with EL ones on the integration path,
- Intellectual property rights and trade regulations,

Analysis and Assumptions of the Critical PESTEL Factors Post-War
Based on our PESTEL and macro factors we also would like to consider scenario analysis

based on different macro visions of the future:



Figure 2

PESTEL scenario analysis

—[ Pessimistic scenario }

Political and Economic: Continued regional instability leads to restrictive trade policies and
tariffs, negatively impacting exports. Economic conditions in Ukraine and potentially European
markets remain slow, with high inflation and weak currency values.

Sociocultural: Consumer spending is constrained, with a focus on basic needs. Emigration
continues at a high rate, reducing the domestic market size,

Technalogical: Slow technological adoption due to economic constraints limits efficiency
improvements and market reach.

Ervironmental: Adverse climate conditions and limited investment in sustainable practices lead
to production challenges.

Legal: Strict regulations and compliance requirements increase operational costs without a
correspanding ability to raise prices.

—I Conservative scenario :

Political and Economic: Gradual stabilization in the region leads to slowly improving trade
relations. The economic recovery is steady but slow, with moderate inflation and gradually
stabilizing currency.

Sociocultural: Consumer confidence begins to recover, leading to modest increases in spending
on non-essential goods, including guality food products.

Technological: Technology investments resume cautiously, focusing on essential efficiency
improvements and digital marketing strategies.

Environmental: Regulatory requirements and consumer expectations drive incremental
improvements in sustainability practices,

Legal: Compliance with European standards becomes a priority, necessitating investment but

Optimistic Scenario

J

Political and Economic: Rapid stabilization and positive geopolitical developments lead to
favorable trade agreements, boosting exports. Economic conditions improve significantly, with
strong consumer spending and investment in infrastructure,

Seclocultural: A return of emigrants and an increase in the population boost the domestic
market. Consumer preferences shift towards premium and sustainable products

Technolagical: Significant investments in innovation and technology drive operational efficiency,
praduct quality, and market reach, including e-commerce.

Emvironmental: Strong emphasis on sustainability leads to investments in green technologies and
practices, enhancing brand reputation and compliance with European environmental standards.

Legal: Favorable legal frameworks facilitate trade, intellectual property protection, and
compliance with international standards, enabling market expansion and product diversification.

Based on our scenario analysis there are key strategic implications of different scenarios

which we have to consider:

Pessimistic: Focus on cost control, operational efficiency, and maintaining liquidity.

Diversify markets to reduce dependency on any single region.
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Conservative: Invest in gradual market expansion and technological upgrades to improve
efficiency. Build resilience through diversified supply chains and product offerings.

Optimistic: Accelerate market expansion, invest in innovation, and leverage digital
transformation for marketing and sales. Focus on sustainability and premium products to
capture market share in growing economies.

By preparing for these scenarios, LLC "Zernopererobnyy complex" can develop flexible
strategies that allow for rapid adaptation to changing external conditions, ensuring long-term
resilience and growth potential. In both pessimistic and optimistic scenario new markets entry
are factors of stability and risks diversification in the same time.

Micro analysis

Micro analysis provides us insights about company on micro level or the industry level.

We ‘ve used 5 forces methodology (Harvard Business Review, 2008) to assess current business

position of “Zernopererobnyy Complex” LLC:



Figure 3

Porter's Five Forces analysis

Threat of New Entrants. -<

Bargaining Power of Supers -<

Bargaining Power of Buyers -<

Threat of Substitute Products -<

Competitive Rivalry -<
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Barriers to Entry: The flour production industry might have moderate to high barriers
due to the need for significant capital investment in production facilities, technology,
and compliance with food safety regulations. Additionally, establishing a supply chain
and distribution network in new markets requires substantial effort and resources.

Company Pasitioning: “Zernopererobnyy complex”™ has an advantage due to its
established brand and operational experience in Ukraine. However, to mitigate the
threat of new entrants, especially in European markets, the company should leverage
its gquality differentiation and pursue certifications that align with European standards
and consumer preferences.

Supply Chain Dynamics: Given the reliance on wheat as a primary raw material, global
wheat prices or local supply issues can impact costs. The company's current position in
the Ukrainian market may provide some leverage in negotiating favorable terms with
lecal suppliers.

Strategic Initiatives: Diversifying the supplier base, especially by exploring suppliers in
or near target European markets, can reduce dependency an a limited number of
suppliers and mitigate risks related to geopolitical tensions or supply chain disruptions.

Customer Concentration: In the B2B segment, a limited number of large customers,
like pasta and confectionery factories, may have significant bargaining power. This is
particularly true in highly competitive markets where switching costs are low.

Strategies for Enhancement: Enhancing product differentiation, focusing on gquality,
and expanding the product range to inclede specialty or niche products can help
reduce buyer power. Building solid relationships and developing products in
collaboration with key customers can also increase loyalty and switching costs.

Substitute Products; The threat of substitutes in the flour market includes alternative
flaur types (&g, non-wheat flour) and ready-to-use mixes that offer convenlence,
Consumer trends toward healthy and gluten-free praducts could increase the
attractiveness of substitutes,

Counter Strategies: Innowvating and diversifying product lines to include high-value,
specialized flours (e.g., organic, gluten-free) can reduce the threat of substitutes,
Engaging In marketing efforts to highlight the unigue gualities of their products can also
mitigate this threat.

Market Characteristics: The flour production market in Ukraine is characterized by low
censalidation and high competition, The leading company cccupies enly a 9. 1% market
share, suggesting a fragmented market with numerous players,

Strategic Implications: To enhance competitiveness and operational efficiency,
“Zernopererabnyy complex” LLC must focus on cost leadership strategies, operational
excellence and market differentiation. Expanding into new markets where competition
might differ will also require strategic pricing, marketing, and product innovation
tailored to local preferences,




Based on 5 Forces analysis, LLC “Zernopererobnyy complex” should adopt a multifaceted
strategy focusing on differentiation, market expansion, operational efficiency, and innovation.
Entering European markets will necessitate understanding of local consumer preferences,
regulatory requirements, and competitive dynamics. Building on its vision and mission, the
company should leverage its strengths in quality and reliability to establish a strong foothold in
new markets while continuously exploring opportunities for product diversification and supply
chain resilience.

Internal analysis

Internal analysis provides us extended understanding of how competitive advantage is
created and which internal resources we possess and what kind of external opportunities we can
acquire based on our capabilities. To analyze this, we’ve used in our project SWOT, Value chain
analysis, CANVAS model, VRIO analysis.

Value chain analysis

Primary Activities

Inbound Logistics:

e Sourcing high-quality grain from suppliers. This type of activity is extremely
important taking in to consideration the fact that company doesn’t own silo. It
means that company has short stock and use cost-based pricing approach.

e Efficient storage and handling of raw materials with the help of the company’s
logistics infrastructure.

e Strong relationships and active negotiations with numerous suppliers to ensure

consistent supply and quality of grain.



Operations:
e Flour milling processes that maintain high product quality.
e Continuous improvement and maintenance of milling equipment to ensure
operational efficiency.
e Skilled workforce managing production processes, contributing to the high
quality and reliability of the flour produced.
Outbound Logistics:
e Use of the company’s own fleet of trucks for distribution, ensuring timely and
efficient delivery to customers.
e Strategic planning of delivery schedules to meet customer demand without
delays.
Marketing and Sales:
e Building and maintaining strong relationships with key businesses, offering them
tailored solutions and joint business planning.
e Reputation for high-quality flour and reliable partnerships helps in retaining
existing customers.
e Customization of packaging for customers to cover specific needs
Service:
® Providing after-sales support to ensure customer satisfaction and gather
feedback for continuous improvement.
e Offering technical assistance and consultancy to businesses on how to best use

the company’s flour for optimal results.
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Support Activities
Firm Infrastructure:
e Strong organizational structure that supports efficient decision-making and
operations.
e Investment in information systems (SAP) for effective supply chain and
relationship management.
Human Resource Management:
e Existence of 2 dedicated functions focused on purchasing and selling
e Focused on retaining a skilled and loyal workforce with an average service term
of 12 years.
e Training and development programs to enhance employee skills and maintain
high-quality production standards.
e Cultivating a company culture that values loyalty, quality, and customer
satisfaction.
Technology Development:
e Continuous investment in upgrading milling technology and processes to
maintain high standards of flour quality.
e Implementation of quality control and process optimization procedures to
enhance efficiency and reduce waste.
e Research and development activities aimed at improving product offerings and
exploring new methods for flour production.
Procurement:

e Strategic sourcing of high-quality grains for flour production.



Flexible purchasing process connected to demand seasonality
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Evaluating and selecting suppliers based on their ability to meet quality, delivery,

and sustainability criteria.

Through this value chain analysis, we can identify “Zernopererobnyy Complex” LLC’s

areas of strength, such as its strong supplier and customer relationships, high-quality production

processes, and efficient logistics. Additionally, opportunities for further enhancement may be

found in areas like technology development for process improvement, marketing strategies to

reach new customer segments, and expanding the skill set of its workforce through continuous

training. To compete on external market there is a crucial necessity in upgrading its CRM system

to address necessary customer segments.

Canvas model
Figure 4

Canvas model
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SWOT analysis
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A SWOT analysis of LLC "Zernopererobnyy complex" offers a comprehensive view of the

company's internal strengths and weaknesses, along with the external opportunities and threats

it faces. This analysis is crucial for strategic planning, helping the company leverage its

advantages, address its challenges, and align its strategies with market dynamics.

Figure 5

SWOT analysis

Strengths:
. Established Market Position: As one of the TOP20 flour producers in the Ukrainian
market, the company has a solid reputation and customer base.
. Quality and Diversification of Products: The company is focused on traditional
wheat flour and flour-related products, indicating a strong specialization and
potential for product line expansion.

. Strong Financial Health: Despite economic challenges, the company demonstrated
resilience with steady revenue growth and a solid profit margin.

. Operational Efficiency: The company's ability to manage costs effectively, even
under challenging economic conditions, is a significant strength.

. Robust Supply Chain Relationships: Established relationships with local suppliers,

ensuring a stable supply of raw materials.

Weaknesses:

Underutilization of Capacity: Operating at only 70% capacity indicates room for
operational efficiency and market expansion improvement

Highly Competitive Market: The low level of market consclidation and the presence of
vertically integrated competitors pose challenges.

Regional Concentration: Focus on the central part of Ukraine may limit growth
opportunities and expose the company to regional economic and political risks.
Limited International Presence: Currently, the company has minimal exposure to
international markets, which could be a missed opportunity for growth.

Opportunitie

« Expansion into European Markets: With its focus on quality, the company has the
opportunity to enter European markets, where Ukrainian flour can be positioned as a
high-quality product.

*  Product Line Expansion: Innovating and diversifying the product range, including
specialty and niche flours, can meet evolving consumer preferences.

*  Technological Advancements: Investing in technology and automation can increase
production efficiency, quality, and capacity utilization

* Sustainability Initiatives: Developing and marketing sustainable and environmentally
friendly practices can appeal to modern consumers and comply with European
standards.

«  Strategic Partnerships: Building partnerships or alliances with distributors and
businesses in target markets can facilitate market entry and expansion.

Threats:

Geopolitical Tensions: Ongoing regional conflicts and instability can disrupt supply
chains, increase operational costs, and affect market access.

Economic Fluctuations: Vulnerability to econemic downturns in Ukraine and potential
target markets, impacting demand and profitability

Regulatory Changes: Changes in food safety, environmental regulations, or trade
policies can impose additional costs or barriers to market entry.

Market Saturation: Intense competition in the flour market, especially from larger,
vertically integrated agro-holdings, could limit growth potential.

Consumer Preferences: Shifts towards alternative products, such as gluten-free or
low-carb options, could reduce demand for traditional wheat flour products.

Based on SWOT analysis we can make following strategic recommendations:

Leverage Strengths: Utilize the company's established market position and product

quality to differentiate and penetrate new markets.
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Address Weaknesses: Focus on increasing capacity utilization through market expansion
and efficiency improvements. Develop strategies to mitigate the impact of regional
concentration and explore international markets.

Capitalize on Opportunities: Aggressively pursue European market entry while
diversifying the product line to include innovative and sustainable options. Invest in technology
to enhance operational efficiency and explore strategic partnerships for market access.

Mitigate Threats: Develop contingency plans for geopolitical and economic
uncertainties, diversifying supply chains and markets. Stay ahead of regulatory changes by
proactively adopting best practices and compliance standards. Address consumer preference
shifts through product innovation and market research.

This SWOT analysis underscores the need for "Zernopererobnyy complex" to adopt a
strategic approach that leverages its strengths and opportunities while addressing its
weaknesses and external threats. By doing so, the company can navigate the challenges of the
market, achieve sustainable growth, and enhance its competitive positioning.

VRIO analysis

Next step in our internal analysis is VRIO framework (John Morris, 2021) which provides
us understanding of how sustainable is business model of “Zernopererobnyy complex” LLC and
what is defined as competitive advantage of the company and can be extrapolated to acquire
new markets.

Main pillars important for the company to be successful in its market and to identify

competitive advantage are (based on methodology):
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Figure 6
VRIO analysis
v I Customer Relationships and Exclusive Contracts: “Zernopererabryy Complex” LLC's strong relationships with various
'a LIE businedses [confectioners, bakeries, padta factoried) and the existence of excluiive, long-term contracts {average term af 10

wears) are highly valuable, These relationships ensure a stable demand for the company’s flour products and facilitate joint
business planning, enhancing the company's ability to forecast demand and plan its production accordingly. These relations
are the core for further business expansion and capacity extension

High-Cusality Flour Production; The focus on praducing high-guality flour distinguishes the campany in the market bacause
comgany chooses quality ower price of rew materials. High-guality preducts can meet more strict customer requirements,
enabling the company to cater to premium segments of the market, Especially this is important in production of the
highest-grade flour where margins are the best.

Logtstics Infrastructure: Company owns a fleet of trucks and this provides contrel over the distibution process, ensuring
timely delivery and reducing dependence on external lagistics providers, This capability Is particularly valuabde in Ukrainian
landscape where loglstics can be a significant challenge due to infrastructural limitations, wide geography and during peak
demand pariads,

Rarity

The carmbination of strong, long-term custamer relationships, axcleive contracts, and a focus on high-quality flour praduction
i4 rare and imgartant in terms of competing with big players of the market which can offer also the dame. That's why we can
conclude that these aspects can provide a competitive edge.

The kpyalty and long tenure of the workforce of different levels (TOP managers, technologists and basic staff) are also rare and
waluable assets, contributing to operational stability and the accumulation of specialized knowledge and skills within the
comgpany.

Imitability

Company has deep relatienships with customers and exclusive contracts with 10-year average term. It means that it would be
difficult and time-ponsuming for competitors to imitate, especially considering the long-lasting agreements {this factar
significantly increases price of customer acquisition and can make business unprofitable for competing firms).,

Thie high-guality standard of flour production, underpinned by proprietary knowledge, skilled workforce, ts not easily imitable
without significant investment and expertise.

The kyalty and experience of the human resources, cultivated over an average serdce term of 12 years in the company, are
nearly impassible to replicate quickly by competitors, as these are bated on historical development and company culture.
Carmpary culture is “ane family approach” which differentiates the company Trom big agricultural halding with multiple
business direction.

Organization

“Tarmopererabmyy Complex” LLC appaars ta be well-organized to capture and leverage its strategic resources effectively. The
existence of axclusive, long-term contracts suggests that the company has developed a business model and operational
pracesses that align with its strategic goals of building and maintaining strong relationships with its customers

The cormpany's imeestment in its own logistics infrastructure, throwgh the cwmership of a fleet of trucks, indicates an
arganizational commitment to eperational excellence and customer service, This capability not only enhances the company's
ability to contral its supply chain but also positions it as a reliable supplier capable of meeting delivery commitments
efficiantiy,

The emphasis on human resources, reflected in the loyalty and long tenwre of the workfonce, suggests that the company
walues and inwests in its employees. This organizational strength Is critical for malntaining the quality of the flour production
and fostering a culture of innovation and continwous Imiprovemsent.

* Zernopereschnyy Complex” LLC's focus on high-quality flour production, loglstics capabilities, and dedicated workforce,
provides it with a competitive advantage and open the path to use this advantage to enter European market.
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Problem statement
The LLC “Zernopererobnyy complex” LLC despite demonstrating robust financial health
with improvements in Net Profit Margin (NPM), value turnover, and liquidity, is confronted with
the challenge of market stagnation within Ukraine, primarily driven by the country's
macroeconomic conditions and high emigration rates. This stagnation poses a significant threat
to the company's growth trajectory, as evidenced by its current operation at only 70% capacity.
The underutilization of capacity not only signifies lost revenue opportunities but also raises
concerns over long-term competitiveness and operational efficiency in a changing economic
landscape.
To overcome the problem, we have to structure it through decision tree development.
Based on our problem statement we would formulate the key question:” What should be done
to achieve 100% capacities utilization and as a result long-term competitiveness and operational
efficiency”. Our decision tree we be look like:
Market Analysis and Expansion in current market:
e Evaluate Current Market Demand
® Conduct market research to understand demand trends in existing and potential
new markets.
o Develop strategic partnerships with local and distributors to expand market
reach.
Expand into New Markets:
e |dentify and enter European markets with high demand for quality flour.
o Develop export strategies, including logistics and compliance with local
regulations.
e Product Diversification and Innovation
e Develop New Products
e Invest in R&D for product innovation, focusing on quality and differentiation.
Operational Efficiency and Technology:

e Optimize Production Processes
e Implement lean manufacturing principles to maximize efficiency.
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e Automate and upgrade technology where possible to increase capacity without
compromising quality.

e (Capacity Management

® Analyze production schedules and workflow to identify bottlenecks and reduce
downtime.

e Adjust operations to meet market demand more accurately, aiming for a
dynamic balance.

In conclusion, after analyzing the various strategic directions outlined in the decision
tree, the preferable scenario for achieving 100% capacity utilization, alongside securing
long-term competitiveness and operational efficiency, is the expansion into new markets with
higher demand and better potential margins. This approach not only aligns with the goal of
maximizing operational capacity but also offers a strategic advantage by positioning the
company in markets where its products are in greater demand and can generate higher margins.

In this dimension we can have such problem statement: “Local Ukrainian market
consumption is declining and that leads to 70% production capacity utilization by
“Zernopererobnyy Complex”LLC”

The decision to focus on new market expansion is driven by the opportunity to diversify
revenue streams, mitigate risks associated with market stagnation in Ukraine, and leverage the
high-quality reputation of Ukrainian flour on a broader scale. Entering European markets, known
for their strict quality standards and high consumer purchasing power, presents a significant
growth opportunity for the “Zernopererobnyy complex” LLC. By targeting these markets, the
company can utilize its existing strengths—superior product quality and robust financial

health—to capture new customer segments and build a strong, sustainable brand presence

internationally.
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Vision, Mission, Goals

Vision: “To bring Ukrainian flour to European markets and become a benchmark of

quality and a trusted partner in the European food industry.”

Mission: “To deliver superior Ukrainian flour to Europe, enhancing product variety and

building long term European partnerships”

Goals:
1.

2.
3.
4

Expand distribution of Ukrainian flour into European markets.

Improve the product portfolio to meet European standards.

Establish and strengthen business partnerships in Europe.

Optimize production to achieve 100% capacity utilization with operating margin

>10%
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Chapter 2: Market analysis
General overview and trends

European flour market is well developed in terms of both export and import activities
and represented by big international enterprises. Market is driven by growing consumption of
bread and bakery products.

The European flour market in particular and global in general is expected to rise in the
near future with the continuous increase in applications and the introduction of innovative
products. The rise in the consumption of fast food, the continuous increase in the global
population, and increased spending on food due to the rise in per capita income are some of the
major drivers of the global flour market.

European wheat flour consumption is set to reach around 47 billion kilograms by 2026.
Since 2017, demand has increased by a negligible 0.1% on an annual basis. Germany was the
largest consumer of flour in Europe, with 7.4 billion kilograms in 2021. Italy, France, and the
United Kingdom followed in that order. Spain saw a 1.9% rise in flour consumption from 2017,
while Denmark saw a 2.7% decrease (ResearchAndMarkets, 2024).

In 2022 major markets in the Wheat Flour Industry were: Germany, Italy, France, United
Kingdom, Spain, Poland, Romania, Netherlands, Greece, Hungary. The flour milling sector in the
EU is the biggest food industry consumer of homegrown wheat, rye, and oats in the region,
producing 600 distinct varieties of flour to satisfy the exacting requirements and unique
preferences of consumers.

The whole flour-milling sector is coordinated throughout the EU, to comply with the high

regulatory requirements and standards which provide consumers with product quality
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assurance. Italy is at the top of the European milling sector, with 233 mills producing over 4
million tons of flours each year.

In the EU, 29% of the flours produced are destined for industrial bakeries, 28% for
artisan bakeries, 13% for cakes, biscuits and rusks, 12% for supermarket bakeries, 12% for
household use and 6% for other uses and export (ITALMOPA, 2021).

The increase in consumption of ready-to-consume food and bakery products, the shift in
the taste of the millennial generation, and the increased tendency to try new food products are
some secondary factors that are driving the flour market.

There is an increasing demand for fortified and healthy food products, with increased
value especially from developed countries, thus leading to a rise in the demand for value-added
flours. The introduction of gluten-free flour products has boosted the flour market among the
gluten-intolerant and a rising number of health- concerned consumers. The rise in the demand
for gluten-free products has increased the demand for rice, maize, corn, and soya flours. The
introduction of flour with high protein content is catching the eyes of consumers (Future Market
Insights 2022).

The rising number of pet owners is fueling the pet food sector, which in turn is
benefiting the flour market. Additionally, non-food uses of flour, such as in the production of
bio-plastics and adhesives, are driving growth in the global flour market. Consequently, the
global flour market is anticipated to see a positive trend in both value and volume over the
forecast period.

There is significant growth in the global flour market, presenting numerous
opportunities for those involved. The growing demand for flour, driven by consumer interest in

tastier, healthier options, is prompting companies to invest in research and development and to
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introduce new products. The trending shift towards organic products is opening doors for
manufacturers to meet demand with organic offerings. Moreover, the advent of e-commerce has
not only boosted sales but also allowed new market entrants to directly connect with
consumers.

All abovementioned facts give us an opportunity to define such major trends as:

® Health and Wellness Trends: The demand for healthy, organic, and specialty
flour products is growing. Access Eurostat (European Commission, 2023) for data
on organic farming and consumption trends in the EU, reflecting consumer
preferences.

e Sustainability and Ethical Sourcing: Transparency in sourcing and environmental
impact is increasingly important. Resources like the Sustainable Agriculture
Network (SAF, 2021) and Rainforest Alliance offer insights into sustainability
certifications and practices.

e Digital Transformation: The rise of e-commerce and digital platforms for B2B
transactions is notable. The European Commission’s Digital Economy and Society
Index (DESI, 2022) provides insights into digital adoption trends in the EU.

® Product Diversity and Specialization: There's a growing trend towards product
diversity and specialization, driven by consumer interest in a wider range of
baking and cooking experiences. This includes demand for specialty flours (e.g.,
ancient grains, gluten-free, high-protein) and flours tailored for specific uses
(e.g., pizza, pastry).

e Local and Regional Preferences: Understanding and catering to local and

regional culinary traditions and preferences can be a significant advantage. This


https://www.rainforest-alliance.org/
https://digital-strategy.ec.europa.eu/en/policies/desi
https://digital-strategy.ec.europa.eu/en/policies/desi
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might mean offering specific flour types that are popular in certain regions or
adapting marketing strategies to local tastes.

Customer needs
Based on our analysis we can define such customer needs:

® Quality and Safety: Compliance with EU food safety standards (European
Commission, 2000) is critical. Customers demand high-quality, safe flour that
meets EFSA regulations.

e Certification and Sustainability: EU consumers and businesses value
sustainability. Certifications like organic or Fair Trade can enhance product
appeal, as noted in the_Eurostat Organic Farming Statistics (European
Commission, 2023).

e Reliable Supply: Consistent and reliable delivery schedules are crucial to meet
production needs, particularly for industrial and artisanal producers.

e Competitive Pricing and Product Variety: Offering a range of flour types at
competitive prices is essential to cater to diverse culinary traditions and dietary
requirements across EU countries.

Customer segmentation
The Europe wheat flour market is segmented based on product type, end-user,
application, and distribution channel. Segmentation is driven by consumer behavior and
development of business connected to flour distribution and production of ending products
which include flour. If we try to generalize this segmentation we can define main segmentation

categories:



Figure 7

Segment categorization
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Product Type

End User

Applicati

Distribution Cl |

Includes all-purpose
flour, semolina and
durum flour,

whole-wheat flour,

The bread flour
segment holds a
dominant share, while
the whole-wheat flour
segment is expected to
witness the fastest

growth rate.

bread flour, and others.

Segmented into
residential and
commercial flour
categories, with the

commercial segment

dominating the market.

Comprises segments
like bread and bakery
products; pasta and
noodles; snacks; baby
food; animal feed;
wafers, crackers,
biscuits with the bread
segment leading the

market.

Segmented into
hypermarkets and
supermarkets,
convenience stores,
online, and others, with
supermarkets and
hypermarkets holding a

substantial share.

Next, we'll focus on European customers segmentation and identify focused customers’

segment. First of all, we should highlight that our customers are B2B or players of commercial

flour market. To segment the market, we should look at key profiles of B2B partners:

Industrial buyers: the largest segment of the market with estimated share of 29%. Big

volumes of highest grade and grade 1 flour are used. Companies keep contracts with 2-3 players

from the market and tender their offers quarterly trying to squeeze suppliers and optimize

margin. Typical suppliers of such players are global flour market leaders: Archer Daniels Midland
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Company, Ardent Mills, General Mills, Cargill, Associated British Foods (ABF), Goodman Fielder,
King Arthur Flour, ConAgra, Hodgson Mill. Quality is a key for this segment but thanks to
economy of scale they can optimize costs and also have high bargaining power to suppliers.
Among representative customers of industrial bakery segment, we can name: Grupo Bimbo,
S.A.B. de C.V. Associated, British Foods Plc, Mondel€z International Inc., General Mills Inc., Alpha
Baking Company Inc., Kellogg Company, Warburtons Holdings Limited, Britannia Industries
Limited, Walkers Shortbread Ltd, Dr. Schar AG/SPA (Mordor Intelligence, 2024).

Artisan producers: bakeries where product is prepared on the premises (28% of the
market). Main specifics of the channel are customization and wide distribution of different
formats. Germany sees the highest number of outlets by far, followed by the United Kingdom,
France and Poland; but the number of bakery chain outlets is growing rapidly in most European
countries. Europe is known for its long-standing bread-making and baking traditions. The baking
legacy is continued through artisanal bakery made with traditional methods. Additionally, the
market in the area is expanding due to the rising demand from local consumers for bread devoid
of artificial flavors, additives, preservatives, and other additives. Further, the German artisan
bakery market held the largest market share, and the UK artisan bakery market was the fastest
growing market in the European region (Market Research Future, 2024).

This type of bakeries is focused on quality rather than quantity. If industrial bakeries are
mainly internationals, artesian producers are localized. Also, these producers use smaller
volumes including specific flour. But if you have product of high quality, you can enter this
segment. These customers mainly focused on one reliable supplier

Retail and Private Label: Supermarkets and retailers seeking suppliers for their store

brands (12% of the market). Convenience and affordability are major factors supporting the
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demand for bakery products. Europeans give high importance to convenience while selecting
food products (Mordor Intelligence, 2024). These customers have very high bargaining power.
The approach to suppliers and range of products used is very close to industrial bakeries.
Number of these types of customers is growing in parallel with chains expansion. Cost of
entrance is very high and it means that profitability of this segment is the lowest (enough to
leverage profitability through economy of scale and you bargaining power).

Health-Conscious Segment: Consumers and producers interested in organic, gluten-free,
or specialty flour types (6% of total market). Based on product, the segment is sub segmented
into Almond Flour, Amaranth Flour, Oat Flour, Corn Flour, and Others. The Europe Gluten Free
Flour Market would witness market growth of 3.8% CAGR during the forecast period
(2023-2030). In the year 2020, the Europe market's volume surged to 266.4 Kilo tones,
showcasing a growth of 3.9% (2019-2022). Consumers in Europe are becoming more
health-conscious, seeking alternative dietary options that align with their wellness goals. The
International Trade Administration reports that Internet purchasing is more prevalent in the
United Kingdom than in any other nation. Customer e-commerce accounted for 30% of the UK's
total retail sector, up from 20% in 2020, and generated over $120 billion annually. In 2021, 82%
of the UK purchased at least one product online. In 2020, 53 million active social media users
were in the UK. Online retailers provide access to gluten-free product offerings. Consumers in
the UK can explore and purchase gluten-free flours from international brands, exposing them to
culinary traditions and unique ingredients. Due to the aforementioned factors the market
growth will drive in this region.

The Germany market dominated the Europe Gluten Free Flour Market by Country in

2022, and would continue to be a dominant market till 2030; thereby, achieving a market value



of $666.3 Million by 2030. The UK market is exhibiting a CAGR of 2.8% during (2023 - 2030).
Additionally, The France market would experience a CAGR of 4.6% during (2023 —2030) (KBV
Reseaarch, 2024). The most conventional application of gluten-free flour is in producing bread
and pastries. Share of the segment is growing but still small and demands the highest CAPEX
focused on technological shift.

We analyzed all segments and can highlight that taking in to consideration growth
indicators, profitability, ability to win (including current experience and success with Ukrainian
industrial and artisan bakeries based on product quality) and acquire new customers,”
Zernopererobnyy complex” LLC should focus on artisan producers.

Competitive analysis

To better understand the market landscape, we would like to analyze the key

competitors’ profiles to know how to approach the markets. Among key competitors we can

define:
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Figure 8

Key competitors’ analysis

broad customer base.

#Product Range: Wide, including specialty and
organic flours.

#[nnovation & Sustainability: Strong focus on
innovative products and sustainable practices.

sCompetitive Edge for "Zernopererobhnyy
complex” LLC: To compete, focus on niche
markets not fully covered by GoodMills, such
as unigue grain flours or heritage grains from
Ukraine,

r;h-'[arket Reach: Extensive across Europe with :-;'.'I

r;Quallt}r & Safety: High emphasis on product
guality and safety, with robust compliance to
EU standards.

o Product Diversity: Offers a range of flours for
various applications, including artisanal
baking.

s5ustainability Initiatives: Significant
investments in sustainability and traceability,

sOpportunity for "Zernopererobnyy complex”
LLC: Carving out a space in the high-gquality
artisanal segment, leveraging Ukrainian grain
varieties,

GoodMills
Group

4 )

e Distribution Network: Strong in Belgium and
surrounding areas, with efficient logistics.

s Customer Focus: Emphasizes close customer
relationships and tailored solutions.

#Product [nnovation: Active in developing new
Mour blends and bakery solutions.

sStrategy for Zernopererobnyy complesx:
Differentiate by offering unigque product
formulations and enhanced customer support,
especially for small to medium enterprises,
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Soufflet

©
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eBrand Heritage: Long history and strong
brand in Denmarl and Scandinavia.
#0rganic & Specialty Products: Leader in
organic and health-focused products,
sSustainability: Strong emiphasis on organic
production and sustainable practices,
sApproach for Zernopererobnyy complex:
Highlight the unigue gualities and
sustainability of Ukrainian grains; potentially
explore partnerships for organic certification.
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Artisanal Market: Strong reputation in the
UK for artisanal and specialty flours.

Organic Focus: Large range of certified
organic flours.

Community Engagement: Strong engagement
with the baking community and consumers.

Path for Zernopererobnyy complex: Build a
community around Ukrainian flour,
emphasizing artisanal quality and
sustainability stories.
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é Local Focus: Strong presence in the French A
market, with an emphasis on quality and
tradition.

Product Range: Broad, catering to both
artisanal bakers and industrial producers.

Sustainability and Traceahility: High
commitment to sustainable practices and local
sourcing.

Opportunity for Zernopererobnyy complex;
Emphasize the international appeal and
unigue qualities of Ukrainian flour to
differentiate in the French market.
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For "Zernopererobnyy complex," the key to competing with these established European

mills lies in leveraging its unique strengths—such as high-quality Ukrainian grains, potential for

niche product development, and emphasizing sustainability and traditional milling techniques.

Understanding each competitor's strengths and market focus can guide "Zernopererobnyy

complex" LLC in identifying gaps in the market, tailoring its product offerings, and crafting a

strong value proposition for the European market.

Alternatives and substitute product

The global flour market attained a value of about USD 283.34 billion in 2023 (Market

Reports World, 2024). The global flour substitutes market size reached a valuation of US$

26,322.3 million in 2022. It means that flour substitute market occupies 9,1% of the total market.

Furthermore, with rising usage in baked goods, fried food, bread, noodles, and several other

applications, the overall demand for flour substitutes is projected to rise at 4.8% CAGR during
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the forecast period (2022 to 2032), totaling a market valuation of US$ 42,066.5 Million by 2032
(Future Market Insights, 2022).

Flour alternatives refer to various types of flour that can serve as substitutes for
traditional wheat flour in the preparation of baked and fried items. These alternatives are
increasingly becoming the go-to choose for individuals pursuing gluten-free diets or those
diagnosed with celiac disease. A wide range of flour alternatives is available, including almond,
coconut, and quinoa flour, each offering distinct tastes and textures. Their use is expanding in
numerous applications such as in the creation of baked products, fried foods, bread, pastries,
noodles, and more. The growing adoption of flour alternatives in diverse sectors, including food
processing and the bakery industry, is anticipated to propel market growth throughout the
forecast period.

Additionally, the rising incidences of celiac disease significantly contribute to the
market's expansion. There has been a notable increase in celiac disease cases over the years,
particularly among women. For instance, as per the Celiac Disease Foundation’s recent study, the
incidence of celiac disease among women was 17.4 per 100,000 person-years while it was 7.8
per 100,000 person-years among men. This is due to the high consumption of gluten-containing
food items like bread as a major part of their daily diet. [18]

The shift towards flour alternatives is fueled by growing awareness among consumers
about the adverse effects and health issues associated with gluten consumption, promising a
favorable scenario for market growth in the forthcoming decade. Furthermore, the demand for
flour substitutes is expected to rise with the increasing popularity of gluten-free and

low-carbohydrate diets among both individuals and food producers
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The market offers a diverse range of flour substitutes, like almond, coconut, and
arrowroot flour, popular in baking to achieve the desired texture and flavor in the end product.
As the trend towards gluten-free and low-carb eating continues to gain momentum, the flour
substitute sector is going to grow further, opening avenues for both new entrants and
established market players.

The Europe Gluten Free Foods & Beverages Market size is estimated at USD 3.62 billion
in 2024, and is expected to reach USD 5.92 billion by 2029, growing at a CAGR of 10.33% during
the forecast period (2024-2029) (Mordor Intelligence, 2023).

The growing demand for gluten-free bakery products has been witnessing substantial
growth in demand in the past few years. Germany's gluten-free bakery products segment is
witnessing an increase in product launches, including gluten-free bagels, muffins, cookies and
wafers, pretzels, and croissants. Germany is one of the leading markets in the region, followed by
the United Kingdom and Italy.

However, gluten-free flours used to formulate products, such as bread, pasta, and pizza,
are usually highly refined flour with less fiber and a high glycemic index (Gl). To match the
desired taste and texture, manufacturers add fats, sugar, and other ingredients, reducing the
product's healthy appeal. This factor, along with relatively high-cost conventional products, is
restraining the growth of the gluten-free food market

General Mills Inc., one of the top key players in the gluten-free food and beverage
industry, witnessed an organic growth sale of 3% in 2021. According to the Government of
Canada three packaged food categories for health and wellness did better: "free from" (such as

"free from gluten" or "free from meat"), "naturally healthy," and "organic."
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Wheat flour substitute market is a prominent in terms of conscious consumption
development but still quite small in the global market (less than 10%). Also, production of wheat
flour substitute is more difficult from technology perspective and this means that it is more
expensive. For LLC” Zernopererobnyy Complex” wheat flour will be a priority market segment by
flour type.
Market analysis and forecast
To analyze historic data and market dynamics we’ve used different researches. Our main
conclusions are based on the Organic soft wheat in the European Union research (Agence Bio,
2023). Based on this research our main outcomes about historic data are:
Organic Soft Wheat Sector in the EU:
e Growth in Organic Wheat Acreage: From 2017 to 2022, organic soft wheat
acreage in the EU increased by 64%, expanding from approximately 394,761
hectares to 646,665 hectares.
® Production Increase: Organic soft wheat production within the EU grew by
almost 1 Mt in five years, from 1.3 Mt in 2017 to over 2.2 Mt in 2022, marking a
75% increase.
e Leading Contributors: France, Germany, and Romania were significant
contributors to this growth, with France accounting for 26% of European
production by 2022.
e Usage: The consumption of soft wheat rose by 44% from 1.38 Mt in 2017 to 1.99

Mt in 2022, with milling and animal feed seeing equivalent increases in demand.

Imports and Market Dynamics:
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® Imports Decline: Imports of organic soft wheat from non-EU countries drastically
reduced by 83% from 2018 to 2022, notably due to decreased imports into the
Netherlands and from Ukraine. Import from Ukraine is untapped opportunity for
EU market.

o Market Surplus: Since 2019, the EU has experienced a surplus in organic soft

wheat, achieving a self-sufficiency rate of 122% in 2022.
Future Outlook:

e Production and Consumption Projections: Our conclusions based on this study
outline two scenarios up to 2027 - a high scenario with a 79% increase in
production and a low scenario with more moderate growth, both suggesting an
expanding surplus relative to domestic market demand.

® Flour Production Growth: Organic wheat flour production in the EU increased by
35% from 465 kt in 2017 to 626 kt in 2022, indicating robust demand and
processing capabilities within the EU.

Based on different researches we can make our forecast and assumption regarding next
3-5 years of market growth:
Market Size and Growth Rates:

e Current Market Size: As of the latest available data, we can assume the
European flour market is valued at approximately $20 billion.

® Projected Growth Rate: Considering the increasing demand for specialty flour
and the stable growth in traditional segments, a conservative annual growth rate
of 2-4% could be expected. This rate accounts for both the maturity of the

market and the emerging trends in health and sustainability.
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® 2026 Market Size Projection: Based on this growth rate, the market could be
valued between $21.2 billion to $22.4 billion by 2026.
Organic and Specialty Flour Segment:

e Current Segment Size: Hypothetically, if the organic and specialty flour segment
accounts for 10% of the market, this would be $2 billion as of the latest data.

e Projected Growth Rate: Given consumer trends, this segment could see a higher
annual growth rate of 5-8%.

® 2026 Segment Size Projection: This would put the organic and specialty flour
segment at approximately $2.7 billion to $3 billion by 2026.

Supply Chain and Technological Investment:

® Supply Chain Resilience Investment: With the lessons learned from recent
disruptions, companies might increase their investment in supply chain
resilience by 10-15% annually, focusing on diversification and technological
enhancements.

e Technological Advancements and Digitization: The adoption of digital tools and
e-commerce could see a 20-30% increase in investment, driven by the need for
efficiency, transparency, and meeting consumer online purchasing trends.

Geopolitical and Environmental Factors:

e Grain Price Volatility: Given geopolitical tensions and climate change impacts,

grain prices could fluctuate by +/- 10-15% annually, impacting flour production

costs and pricing strategies.
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e Sustainability and Organic Production Increase: The acreage dedicated to organic
grain farming might grow by 5-10% annually in response to market demand,
potentially leading to a 20-25% increase in organic flour production capacity.
Over the next 3-5 years, the European flour market will gradually grow, shaped by
evolving consumer preferences, technological advancements, and the need for supply chain
resilience. Market players that adapt to these trends, invest in sustainable practices, and
embrace technological innovations will be well-positioned to capitalize on emerging
opportunities and navigate potential challenges. Collaboration across the value chain, from grain
producers to retailers, will be crucial in meeting consumer demands for transparency,
sustainability, and quality. Forecasted numbers provide a rough outline of potential trends in the
European flour market over the next 3-5 years. The actual outcomes will depend on various
factors, including consumer behavior shifts, technological advancements, geopolitical

developments, and policy changes related to agriculture and food safety.



Chapter 3: Marketing and sales strategy and plan

Marketing strategy

Marketing strategy, objective, positioning
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Considering our previous research, we should define our marketing objective, strategy,

and positioning. Based on this we can elaborate necessary elements of marketing mix and sales

strategy. First of all, we should look at the focused markets in terms of flour import (Tridge,

2024).
Table 1

Flour import data by key county

3-Year Growth

Share in Import 1-Year Growth in in 5-Year Growth in
Import Value Value Import Value Import Value Import Value

Country 2022 2022, USD 2021-2022 2019-2022 2017-2022
United States 9.16% $294.10M +37.4% +52.59% +56.67%
Netherlands 8.92% $286.52M +20.07% +46.75% +30.13%
France 5.57% $178.78M +29.41% +36.96% +51.46%
Brazil 4.66% $149.70M +34.45% +11.42% +13.18%
Uzbekistan 4.42% $141.95M +48.58% +64.66% +56.03%
Ireland 4.41% $141.67M +16.84% +41.6% +62.47%
Sri Lanka 3.94% $126.35M +2154.27% +4643.59% +29865.57%
Hong Kong 3.35% $107.46M +7.56% +5.13% +1.71%
Mexico 3.13% $100.59M +0.45% +9.75% +20%
Spain 2.84% $91.29M +73.75% +124.84% +128.01%

Taking in to consideration the global importers ranking we can conclude that the most

prospective markets for LLC “Zernopererobnyy complex” are: Netherlands and France. (N2 and

Ne3 global flour importers).

Marketing objective: to enter Netherlands and France artisan producer’s markets to

cover additional 500 tons/per month free capacity with operating margin >10%
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Marketing strategy: to define our strategy we use Ansoff matrix. We choose “market
development” strategy which bring us opportunity to enter new market using our competitive
advantage. Enter the market with 50 kg pack size and bulk format (formats which occupy more
than 80% of European markets. Our competitive advantage for new market and for artisan
producers’ segment will be high quality customized flour with pricing lower than the market
average by 5% for market introduction period. We keep such approach for the first 6 months and
then move price premium based on our high quality. We enter the market with 50 kg pack size
and bulk format (formats which occupy more than 80% of European markets (TFIF, 2022).

Positioning: “For professional artisan producers in Europe who demand the highest
quality for their creations, LLC “Zernopererobnyy Complex” offers a superior wheat flour that
combines traditional milling techniques with modern quality control. Our product is the perfect
blend of expertise ensuring unmatched consistency, taste, and performance.”
4Ps analysis

For “Zernopererobnyy Complex” LLC entry into the European wheat flour market,
specifically targeting the artisan segments in the Netherlands and France, a comprehensive
marketing mix strategy tailored to these demographics is essential. This strategy will revolve
around the 4 Ps: Product, Price, Place, and Promotion, with a keen focus on balancing high
quality with competitive pricing, and leveraging strategic promotions and placements to build

brand recognition and loyalty within the artisan community.



36

Figure 9

4P analysis (Product/Price)
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flaur will be charscterized by its purity, pricefper tom in Europe.

consistendcy, and superior performancs
in baking applications, catering
specifically ta the needs of professional
artisan bakers and produwcers.

Figure 10

Wheat Monthly Price
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We can see that actual market price for wheat flour in EU is 256,85 euro/per ton while in
Ukrainian internal market price is 229,21 euro/per ton. It means that at current moment the
price offer will look like 244,01 to be in 95% price index.

Volume Discounts: Implement a volume discount or bonus scheme for customers

ordering in bulk, encouraging larger purchases and building customer loyalty.
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Figure 11

4P analysis (Place)

Place

Focused Market Entry: Initially focus on the Metherlands and France, leveraging their status as
significant importers of wheat flour and their engaged artisan baking communities.

Distribution Channels: Establish partnerships with local distributors and suppliers known for serving the
artisanal food production market. Additionally, explore direct sales through an online platform to offer
direct-to-consumer optiens for smaller artisanal producers who may prefer ordering in smaller
quantities; enhance acting contracts actual with internationals in Ukrainian market (LLC “Zeelandia®).

Artisan Baking Conferences and Gatherings: Utilize these events not just for promotion but as a
distribution channel, facilitating on-the-spot sales ar orders,

Figure 12

4P analysis (Promotion)

Promotion ]

Artisan Conferences and Gatherings: Actively participate in artisan baking conferences, workshops, and
gatherings in the Metherlands and France. Lse these platforms to showcase the flour's quality and versatility,
offering live demonstrations, samples, and testimonials from early adopters,

Targeted Marketing Campaigns: Develop marketing campaigns that speak directly to the artisanal producers,
focusing on the product’s quality, tradition, and the craft of baking. Utilize social media, baking blogs, and
online farums to reach this audisnce,

Collaborative Promotions: Partner with well-respected artisan bakers and culinary schools to create
co-branded content, fram recipes to baking tutarials, leveraging their credibility and following within the
artisan community.

Customer Engagement: Create an online community for customers to share experiences, recipes, and tips for
using “Zernopererocbnyy Complex” flour. This not only promotes the product but also builds a loval customer
base through shared learning and passion for artisan baking.

Promotional Offers: Launch with introductory pricing or special offers for first-time customers to incentivize
product trial among artisan bakers and producers.

This marketing mix strategy for LLC “Zernopererobnyy Complex” is designed to

effectively introduce and establish the brand within the artisan segments of the Netherlands and
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France. By focusing on delivering high-quality wheat flour at a competitive price, and leveraging
targeted promotional strategies, LLC “Zernopererobnyy Complex” can position itself as a
challenger player in the European wheat flour market for artisan producers.
Sales strategy

Our sales strategy will be based on the insights from the Gira Bake-Off report (Gira,
2020). As an outcome “Zernopererobnyy Complex” LLC can tailor its sales strategy to effectively
penetrate and grow in the Netherlands and France's artisan segments. The strategy will be
focused on leveraging market trends, distribution dynamics and product preferences specific to
these markets. To define our strategy in detail we have to look additionally through market
specifics.
Focused markets peculiarities

The European market, especially in the Netherlands and France, shows a clear trend
towards premiumization and differentiation in bakery products. Main growth is driven by fresh
products segment. “Zernopererobnyy Complex” LLC can capitalize on this by emphasizing the
superior quality and unique characteristics of its flour, catering to artisan producers looking for
premium inputs.
Figure 13
Total bakery product consumption, Netherlands - By product, 2018
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Figure 14

Total bakery product consumption, Netherlands - By technology, 2018
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Growth in Savoury and Viennoiserie Segments: There's a noticeable increase in the
consumption of Savory pastry and Viennoiserie. Offering specialized flour blends that enhance
the texture and flavor of these products can meet the specific needs of artisans in these growing
segments.

Figure 15
Distribution of Fresh Bakery Products in Europe by Volume

Social foodservice, 3% Other retailers, 7%

Artisan bakers,28%
Commercial
foodservice, 14%

Bakery chains,11%

Modern retailers,33%

Sales strategy pillars
Market Segmentation and Targeting:
Focus on artisan bakers, modern retailers, and bakery chains that prioritize premium ingredients

for differentiation.
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Identify and target segments within the artisan community that are experiencing

growth, such as producers of special bread, patisserie, and Savory pastries.

Tailored Value Proposition:

Develop and communicate a strong value proposition that highlights the
benefits of “Zernopererobnyy Complex” LLC’s flour, such as improved product
quality, consistency, and the ability to create distinctive bakery items.

Offer product demonstrations and samples to showcase the superiority of the

flour in making premium bakery products.

Strategic Partnerships and Distribution:

Partner with local distributors and suppliers with established connections in the
artisan bakery segment.

Enter the NL and FR market by extending current acting in UA market contract
with Dutch international player LLC” Zeelandia” presented also in both markets
Engage in strategic collaborations with culinary schools, influential artisan

bakers, and bakery chains to increase brand visibility and credibility.

Focused Sales and Marketing Initiatives:

Utilize targeted marketing campaigns to reach artisan producers, emphasizing
the quality, tradition, and performance of” Zernopererobnyy Complex” LLC's
flour.

Participate in bakery-related events, workshops, and competitions to enhance
brand visibility among the artisan community.

Offer technical support and consultation services to assist artisans in optimizing

their recipes and baking processes.
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Feedback Mechanism:

e Establish a feedback loop with artisan producers to gather insights on product
performance, preferences, and potential areas for product development or
improvement.

e Use this feedback to continuously refine the product offering and align with the
evolving needs of the artisan baking community.

Execution Plan:

e Launch Phase: Introduce “Zernopererobnyy Complex” LLC’s flour to the market
through targeted sampling, educational workshops, and participation in key
industry events. Coverage of LLC “Zeelandia” in NL. (3-6 months)

e Growth Phase: Expand distribution channels, deepen relationships with key
partners, and continuously engage the artisan community through ongoing
marketing and support initiatives. Focus on artisan bakeries and modern
retailers with dominant fresh technology (6-24 months)

e Sustainability Phase: Focus on maintaining high product standards, fostering
community engagement, and innovating in response to market trends and
artisan needs. (24-48 months)

By following this sales strategy, “Zernopererobnyy Complex” LLC can effectively enter
and grow in the European wheat flour market, particularly within the artisan segments of the
Netherlands and France, leveraging the current market trends and distribution dynamics

highlighted in the Gira Bake-Off report.
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Pricing strategy

In today's fast-changing global market, a well pricing strategy is a key milestone for

maintaining competitive advantage and ensuring sustainable business growth.

"Zernopererobnyy Complex" LLC to penetrate the European flour market, has should elaborate

comprehensive pricing strategy that is as dynamic as the market it operates in. This strategy is a

mix of market analysis, cost structure consideration, and value-based pricing tailored to the

unique challenges and opportunities presented by current geopolitical events and climate

variability. We can propose couple of steps to define winning pricing strategy:

Step 1: Market Analysis and Competitor Benchmarking

European Market Dynamics: Analyze current market prices, trends, and demand
for flour products in Europe. Focus on key competitors and their pricing,
particularly how they are adjusting to recent geopolitical events and climate
issues.

Geopolitical Influence: Assess how ongoing conflicts, particularly in Ukraine, and
potential issues in the Middle East are impacting grain supply chains, affecting
both availability and prices.

Competitor Response: Major European flour producers such as GoodMills
Group, Moulins Soufflet, and Dossche Mills are direct competitors. Their pricing
strategies often include premiums for specialty products (e.g., organic,
gluten-free). It’s essential to gather specific pricing from these competitors, but
for strategic planning, assume their prices range around the market average for

standard products and are higher for specialty products.

Step 2: Cost Structure Analysis



Step 3:

Step 4:

Step 6:
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Direct Costs: Include raw materials, labor, and operational costs. Factor in
increased costs due to potential tariffs, trade barriers, or higher transportation
costs arising from geopolitical disruptions.
Risk Mitigation Costs: Consider the financial impact of investing in alternative
supply chains or technologies to enhance production efficiency and
sustainability in response to climate variability.
Pricing Strategy
Initial Market Entry Pricing: Set competitive entry prices to attract customers,
potentially underpricing competitors who are impacted more severely by supply
disruptions. (-5% to market price for the first 6 months)
Premium for Resilience: If "Zernopererobnyy Complex" LLC can maintain a stable
supply chain despite external pressures, a resilience premium could be justified
to customers who prioritize supply security. (+10% Pl after first 6 months)
Adaptability as a Selling Point: Emphasize the company’s adaptive measures
against climate change and geopolitical risks, which ensure consistent product
quality and availability.
Sales Promotions and Discounts
Introductory Offers: Launch with promotions that offer initial cost savings to
attract first-time buyers.
Volume Discounts: Encourage larger purchases or long-term contracts through
volume discounts, securing revenue streams and enhancing customer retention.

Dynamic Pricing Tactics
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e Flexibility in Pricing: Implement a dynamic pricing model that can quickly adjust
to fluctuations in cost, supply availability, and market demand.

e Scenario-Based Pricing Models: Develop pricing scenarios that account for
various potential developments in geopolitical or climate-related events.

Step 7: Monitoring and Evaluation

e Continuous Market Monitoring: Regularly update market data and competitor
strategies to stay competitive and responsive.

e Performance Metrics: Track sales, customer feedback, and profitability to
evaluate the effectiveness of the pricing strategy and make necessary
adjustments.

By following these steps and integrating strategic responses to geopolitical and
climate-related challenges, "Zernopererobnyy Complex" can effectively manage the complexities
of the European flour market, maintaining profitability while ensuring supply chain resilience

and customer satisfaction.
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Chapter 4: Organizational Strategy

Based on our previous analysis and outcomes, we can conclude that for such a
significant shift in business acumen and change in the company’s route to market, LLC
“Zernopererobnyy complex” also faces many organizational challenges in fields such as
organizational culture and organizational design and should also apply a lot of efforts in the
direction of change management. Let’s analyze the necessary strategies and action steps for the
points as mentioned earlier.

Organizational culture

In terms of current culture company is a typical representative of a hierarchy culture
with a high level of owner’s involvement. Culture is characterized by internal focus and
integration and is more oriented on stability and control as critical dimensions of organizational
success measurement. The company has well-defined rules for making decisions and distributes
responsibilities between the owner/top managers/middle managers. The crucial part of
organizational nature is stability and basics instead of risk and new projects and opportunities.
This point is quite a big challenge in terms of project implementation. And this cultural change
should start with the owner. The current business development of the organization and 30% of
free capacity shows that there is also a significant necessity for culture change. Main pillars:

e Stability and control should continue to be the background of the culture. Staff
stability and experienced people's loyalty are at the heart of old and new
cultural setups. Also, the treatment of employees, customers, and consumers is
an important part of it.

e Orientation on the market: strong customer focus, demanding ideas and

geography extension, more competitiveness, and risk appetite. This means that
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the organization will keep its core elements but with elements of market
orientation and external focus.

Strategic transformation at LLC “Zernopererobnyy Complex”

To expand the business to external markets, profound changes in organizational setup
are also necessary. To describe these changes, we’ve used Kotter’s 8-step change model (Kotter
International Inc). Among the main steps the process will be built in such a way:

1.Creating a Sense of Urgency. For LLC “Zernopererobnyy Complex,” the journey will
begin with the recognition of a saturated local market with declining consumption and margins
due to internal competition and the untapped potential in the European flour market.
Management should execute compelling market analyses and competitive pressures as drivers
for change, effectively communicating the urgent need to diversify market focus to sustain
growth. This sense of urgency should be aligned between management (both the purchasing
director and commercial director) and the owner.

2.Building a Guiding Coalition. The next step involved forming a coalition of change
leaders within the organization. This coalition had to be composed of senior managers ( first of
all, purchasing, commercial director, and R&D head), all tasked with spearheading the shift
towards export orientation.

3.Forming a Strategic Vision and Initiatives. The guiding coalition developed a clear
strategic vision: to become a leading exporter of high-quality flour for artisan producers in the
European market. This vision must be supported by several strategic initiatives, including
upgrading production facilities for European quality restrictions, obtaining relevant certifications
for European standards, and establishing partnerships with European distributors/producers.

Also, considering the different profiles of people responsible for the new business direction, key
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initiatives should be creating a new team dedicated to this direction, including an export
manager, marketing manager (including certification), and supply chain specialist focused on
new routes building.

4.Communicating the Change Vision. Communication is crucial. The vision has to be
communicated through all levels of the organization via meetings and direct dialogues on the
department level, ensuring that every employee understands how their role contributes to the
new strategic direction and the benefits it would bring. The primary communication source
should be the owner of LLC” Zernopererobnyy Complex,” and he has to authorize the new team
responsible for export direction. Also, vision should include the rationale of how the company, in
general, would benefit from a new business setup.

5.Empowering others to act on the vision. To empower its workforce, LLC
“Zernopererobnyy Complex” streamlines processes, provides training on new standards and
technologies, and adjusts job roles to align with the new operational needs. Barriers to change,
such as outdated practices and resistance to new procedures, have to be addressed through
continuous education and involvement. Representatives of different functions should be
involved in new directions on the launch stage to support the launch and build engagement.

6.Generating Short-Term Wins. Recognizing the importance of maintaining momentum,
the company sets and celebrates short-term goals. These included the first successful shipment
of flour to Europe, receiving positive feedback from European clients, and achieving initial sales
targets. The company also makes teambuilding around these milestones and targeted amount
“countdown.”

7.Consolidating Gains and Producing More Change. With initial successes, LLC

“Zernopererobnyy Complex” continues to build on its achievements. The company will expand
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its reach by entering additional European markets and optimizing its supply chain to handle
increased export volumes, reinforcing the change initiative. The focus in this stage should be on
retaining initiative and further business development.

8.Anchoring New Approaches in the Culture. Finally, the new focus on exporting
became deeply embedded in the company’s culture. Regular updates on market trends, success
stories, and the strategic role of employees in the export initiative reinforced this new
orientation. Training and development programs are in continuous improvement to align skills
with market demands at next milestones achievement.

“Zernopererobnyy Complex” LLC’s application of Kotter’s 8-Step Change Model
facilitated a strategic pivot and fostered a culture of adaptability and innovation. This
transformation is a crucial milestone for the effectiveness of structured change management in
responding to market opportunities and ensuring organizational resilience.

Organizational design

Let’s have a look at the structure from the perspective of new project implementation.
Core Project Team

Instead of multiple units and departments, a core project team can be formed, which
will be cross-functional and include members from various roles who can handle multiple
responsibilities:

Project Leader: the Commercial Director, who will oversee the entire project, manage
the core team, and report directly to the company's leadership.

Operations Lead: Combines the roles of a technologist and operations manager,

focusing on adapting current production to meet European standards.
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Supply Chain and Logistics Coordinator: The purchasing director will fill this role, which
also includes handling logistics, supplier relations, and customs compliance.

Sales and Marketing Coordinator: One of the sales managers with strong market
insights and customer engagement skills, tasked with market analysis and client outreach. (new
hiring)

Customer Support and Service Lead: sales manager who also plays the role of sales and
marketing coordinator

Compliance and Finance Coordinator: This position is handled by the Chief Accountant
and focuses on budget management, financial compliance, and ensuring adherence to European
financial regulations.

Support and Advisory Roles

These roles can be part-time or advisory, helping the core project team with specific
tasks:

Quality Assurance Advisor: A technologist who ensures the product meets European
standards, advising on certifications and quality controls. (third party for business launch phase)

IT and Systems Support: a contracted service could be utilized to update or manage IT
systems, focusing on data management and system integration for export processes.

Training and HR Advisor: An external HR consultant to manage training and
development needs, mainly focusing on upskilling existing staff for export-related tasks.

Key Roles and Capabilities
Project Leader (Commercial Director): Strategic oversight, stakeholder management,

and project coordination.
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Operations Lead (Technologist/Operations Manager): Technical expertise in flour
production process optimization for export quality.

Supply Chain and Logistics Coordinator (Purchasing Director): Experience in logistics,
international trade regulations, and supplier negotiations.

Sales and Marketing Coordinator (Sales Manager): Market analysis, customer
relationship management, and marketing strategy adaptation for European markets.

Customer Support and Service Lead (Sales Manager): Multilingual capabilities (if
possible), customer service excellence, problem-solving skills.

Compliance and Finance Coordinator (Chief Accountant): Financial planning,
compliance with international and European financial regulations, and risk management.

Quality Assurance Advisor (Technologist): Expertise in quality standards like ISO and
HACCP, experience in obtaining certifications.

IT and Systems Support (External Consultant): |T infrastructure setup and maintenance,
ERP integration.

Training and HR Advisor (External HR Consultant): Developing training programs and
organizational change management.

This lean project structure ensures that “Zernopererobnyy Complex” LLC uses its current
resources efficiently while addressing the critical areas needed for successful market entry into
European flour exports. By assigning dual roles to existing employees and incorporating external
expertise as required, the company can manage its expansion without overextending its

workforce.
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Chapter 5: Planning: Financials
Purposes of financing
The first year is critical for establishing a foothold in the European market, setting up
operational infrastructures, and initiating market entry activities.
Market Entry and Setup Costs

o Market Research: Costs associated with conducting detailed market analyses to
understand consumer preferences, regulatory requirements, and the
competitive landscape.

® Legal and Compliance: Expenses for ensuring compliance with EU regulations,
including food safety certifications, import/export licenses, and local business
registrations.

Capital Expenditure (CapEx).
Most CapEx expenditure already covered by current, business but we are going to invest
some money:

e Production Enhancement: Investment in upgrading milling equipment to meet
European markets' production demands and quality standards (European
Commission, 2021).

® Warehousing and Logistics Setup: Setup costs of storage facilities in strategic
locations (Netherlands and France) and logistics systems to manage distribution
effectively.

Marketing and Branding
e Digital Infrastructure: Development of an e-commerce platform and digital

marketing tools to facilitate online sales and customer interaction.
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Operational Costs

e |Initial Inventory Buildup: Procurement of sufficient raw materials to ensure
uninterrupted production during the initial phase.

e Staff Recruitment and Training: Hiring local teams, including sales, marketing,
and operational staff, and providing necessary training to align with company
standards.

Contingency Fund

e Risk Management: Funds will be allocated to manage unforeseen costs or
market fluctuations, particularly those related to geopolitical or economic
instabilities.

Purposes of Financing for 5 Years differs and is more on long term level. The long-term
financial strategy focuses on expanding market reach, enhancing product offerings, and ensuring
sustainable growth:

Expansion and Market Penetration

® Geographical Expansion: Additional funding to expand into other European
markets based on the success and learnings from initial entries into the
Netherlands and France.

® Product Line Extension: Develop new products, such as specialized flours or
organic options, to meet diverse customer needs.

Technology and Innovation

e R&D Investment: Funding for research and development to innovate product

offerings and improve production techniques.
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e Technology Upgrades: Continued investment in advanced technology, including
automation and energy-efficient systems, for production efficiency and
sustainability.

Sustainability Initiatives

e Sustainable Practices: Will Be Invested in sustainable agricultural practices,
renewable energy sources, and waste reduction programs to enhance
environmental responsibility and appeal to eco-conscious consumers.

Workforce Development

® Training and Development: Continuous training programs to enhance employee
skills and leadership development to support business growth and adaptability.

e Recruitment: Expanding the team to support increased operations and new
market entries.

These financial estimates provide a roadmap for the initial setup and sustained growth
of "Zernopererobnyy Complex" LLC in the European flour market. The one-year plan focuses on
establishing a solid foundation, ensuring compliance, and initiating market presence, while the
five-year plan is geared towards expansion, innovation, and solidifying the brand's position in the
market. The company needs to adjust these estimates based on real-time market analysis,
changes in economic conditions, and after detailed consultation with financial advisors to ensure
accuracy and feasibility. This strategic financial planning will be crucial in navigating the
complexities of international market entry and scaling operations in a competitive environment.

Key assumptions made in the budgeting process
Our project is launched in rather turbulent conditions, both in Ukraine, where there is a

war, and in the world, where financial markets are unstable, as well as significant natural
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changes occurring throughout the Earth. Here are the major assumptions, including

macroeconomic parameters, involved in the budgeting process:

Figure 16

Key assumptions

eDemand Growth: [tis
assumed that demand
for specialty and
high-quality flour will
continue to grow in
Europe, especially in
targeted markets like
the Metherlands and
France.

s Consumer
Preferences: The
budget assumes that
CONSUmMEr
preferences will
increasingly favor
organic and
sustainably produced
flour, aligning with
current trends

slnput Cost
Fluctuations:
Assumes stability in
raw material costs,
particularly wheat,
which is affected hy
global agricultural
conditions and
geopolitical events.

sCurrency Exchange
Rates: Assumes
relative stability in
exchange rates,
especially the
EUR/UAH rate, which
affects import costs
and pricing
strategies,

*Compliance Costs:
Assumes that current
EU regulations
regarding food safety
and import tariffs
remain constant
without significant
changes that could
increase compliance
costs, Also, Ukraine
economy integration
in EU could simplify a
lot of legal process.

*Production Efficiency:
Assumes a steady
increase in
production efficiency
due to technological
upgrades and process
improvements,
leading to lower per
unit costs over time,

*Logistics and Supply
Chain: Assumes that
logistics and supply
chain networks will
not face significant
disruptions that could
increase operational
costs.

#Market Entry Barriers:
Assumes moderate
harriers to entry, with
established relationships
and brand loyalty
playing significant roles
in market penetration
eiforts

& Competitive Pricing
Actions: Assumes that
competitors will not
engage in aggressive
price undercutting that
could force a
reassessment of the
pricing strategy.

#Economic Growth:
Aszumes stable
economic growth in
Europe, which influences
conzumer spemding and
overall demand for flour
products.

esnterest Rates: Assumes
stable interest rates that
affect the cost of
financing for new
investments and
operations,

+Political Stability:
Assumes continued
political stability within
the EU that supports
steady trade and
investment
environments,

# Innovation Adoption:
Assumes timely adoption
of new technologies in
production and
distribution, which are
critical for maintaining
competitive advantage.

s Climate Change Impacts:
Assumes that immediate
impacts of climate
change on agricultural
productivity [e.g.,
extreme weather events
affecting wheat yields)
will be manageable
within the current risk
mitigation strategies,
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These fundamental assumptions are integral to the financial planning and budgeting
process for "Zernopererobnyy Complex" LLC as it targets the European market. Regularly
reviewing and adjusting these assumptions based on actual market and operational outcomes
will be crucial. Adapting to discrepancies between assumed and real conditions will help the
company maintain financial health and strategic alignment with market opportunities and
challenges.

Capital Expenditures forecast

The first year's CapEx is critical for establishing a foundation and setting up necessary
operations in Europe. Here’s the estimated breakdown:

Production Facility Enhancements

e Equipment Upgrades: Investment in advanced milling technology to ensure
high-quality flour production.

Warehousing and Logistics

e Initial Setup: Costs associated with establishing warehousing facilities in strategic
locations within the target markets (Netherlands and France).

Compliance and Legal Setup

® Regulatory Compliance: Costs for meeting EU regulations on food safety and
import/export operations.

The five-year CapEx forecast includes scaling operations, expanding market reach, and
continuous improvements in technology and facilities:

Production Expansion



56
e Additional Equipment: Purchase of additional milling machines and ancillary
equipment to increase production capacity.

Expansion of Warehousing and Distribution

e Additional Warehousing: Establishment of more warehouses to cover additional
European markets identified as potential growth areas.
Technology Upgrades
e Production Technology: Investments in automation and energy-efficient
technologies.
e [T Systems: Upgrades to IT infrastructure to support scaling operations and
enhanced data analytics capabilities.

R&D Investments:

e Product Development: Investment in research and development to innovate
new flour types and improve existing products.

Sustainability Projects

e Eco-Friendly Practices: Investments in sustainable farming practices, renewable
energy sources at production sites, and waste reduction systems.

This forecast provides a structured overview of the capital investments required for
"Zernopererobnyy Complex" to effectively enter and grow in the European flour market. The first
year focuses on setting up the necessary infrastructure and compliance, while the subsequent
years emphasize expansion, technological advancements, and sustainability initiatives. It's
essential to review and adjust this CapEx plan regularly based on market feedback, technological
advancements, and changes in business strategy to ensure alignment with overall corporate

objectives and market conditions.
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Operating Expenses forecast
The first year will typically involve higher operational expenses due to the costs
associated with establishing a presence and beginning market operations.
Payroll
e Management and Staff: Costs for hiring a local team in target markets (sales,
marketing, operations, administrative staff).
Raw Materials (Purchasing)
® Wheat and Other Ingredients: Regular purchasing of high-quality wheat and
other necessary materials for flour production.
Marketing and Sales:
e Brand Building: Conference and expeditions attendance, marketing research
report.
Transportation and Logistics
e Distribution: Expenses for transporting flour to various distribution centers and
direct customers in Europe.
Maintenance and Repairs
e Equipment Upkeep: Routine maintenance and unexpected repairs for
production equipment.
Over the next five years, operating expenses are expected to grow due to increased

production capacity, market expansion, and inflationary effects on costs.
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Payroll
® Increasing Staff: As operations expand, additional staff will be needed, including
a larger sales team, more production staff, and additional administrative
personnel.
Raw Materials
e Scaling Purchasing: As production scales, the cost of raw materials will increase
proportionally.
Marketing and Sales
e Expanding Market Presence: Increased marketing activities to support further
market penetration.
Transportation and Logistics
e Broader Distribution Network: As distribution networks grow, so will
transportation costs.

This forecast provides a structured view of the expected operating costs for

"Zernopererobnyy Complex" LLC as it ventures into and expands within the European market.

Continuous monitoring and adjustment of these expenses based on operational efficiency and

market conditions will be crucial to maintaining financial health and achieving strategic

objectives.

Other Profit and Loss Statement elements
Depreciation

Starting from 2025:
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e Equipment and Machinery: €100,000 and a useful life of 10 years, so the annual
depreciation expense recorded on the Profit and Loss Statement for this
category would be €10,000.
e Warehouse and Infrastructure: €100,000 and a useful life of 20 years.
Accordingly, the depreciation expense for this would be €5,000 per year.

Starting from 2028:
e Additional Equipment and Machinery: The value for this year is €50,000 with the

same useful life of 10 years, resulting in an extra annual depreciation expense of
€5,000.
e Additional Warehouse and Infrastructure: This has a lower value of €50,000 over
a 20-year useful life, leading to an extra annual depreciation of €2,500.
Tax
e The tax rate will be stable = 25%
Loan
We are going to take two loans:
Table 2

Credit financing

Loan 1 Loan 2
Initial Value (2025): €200,000 Initial Value (2028): €100,000
Interest Rate: 4% Interest Rate: 4%
Loan Period: 10 years Loan Period: 10 years

Balance Sheet forecast

Here are some main points about our forecasted balance sheet for the first 5 years.



Figure 17

Balance Sheet summary
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«Current Assets: They have
increased substantially from
€254,907 in 2025 to €797,014
in 2029, which suggests
growth in liguidity or
operational expansion.
Motably, cash and cash
equivalents have increased
significantly, which indicate
successful cash low
management, increased
profits, or capital infusion.

*Non-current Assets: The value
of property, plant, and
equipment [PP&E) decreased
from 2025 to 2027, which is
due to depreciation. However,
there's a significant increase in
20228, which due to additional
capital expenditures,

*Current Liabilities: They are
relatively small compared to
the assets, indicating that the
company not have substantial
short-term financial
obligations, Accounts pavable
appear consistently, which is
normal for ongoing business
operations.

*Long-term Liabilities: Starting
at€£200,000 in 2025 and
decreasing by 2027 suggests
repayment of long-term debt.
The increase in 2028 due to
new financing to support the
increase in PP&E.

*Commaon Stock: Remains
constant at €200,000,
indicating no new equity has
been issued.

*Retained Earnings: There's a
significant increase from
£54,907 in 2025 to €614,514
in 2029, reflecting the
HI:].'LLTI'lIJIHtIH n [J‘r net incomse
over the years. This implies
that profits are being retained
within the company for
growth or as a buffer against
future uncertainties.

Total Assets, Liabilities, and Equity

e The total assets grow from €454,907 in 2025 to € 1,029,514 in 2029, which

suggests overall growth of the company.

e Total liabilities increase more moderately, indicating that growth is being

financed more through earnings than through new debt.

e Total shareholder's equity increases correspondingly, which is a healthy sign of

the company's growing intrinsic value.

Observations & Analysis:

e The increasing cash and retained earnings are positive indicators of financial

health, assuming they are not due to one-off events.
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® The fluctuation in PP&E and long-term debt suggests capital investments and
strategic financing decisions.

e The overall increase in total assets along with controlled liabilities implies that
the company's net worth is increasing.

e The balance sheet reflects a company in a potentially strong financial position
with growing assets and controlled liabilities, which will indicate effective
management and profitable operations.

Cashflow analysis
In the initial year, the project kicks off with substantial financial activities, underlined by
strong infusion of capital. This is highlighted by:

e Asignificant equity financing of €200,000, suggesting strong backing and
confidence from investors.

e Credit financing amounting to another €200,000, indicating a leveraged strategy
to bolster the project's resources.

e Capital expenditures of €200,000, which are likely directed toward the
acquisition of crucial assets that form the project's operational backbone. This
might include purchasing machinery, equipment, or developing infrastructure.

The net income of €54,907, although modest, is a promising start, demonstrating the
project's capability to generate earnings in its inception phase.
Development and Expansion phase (2026-2027)

As the project gains momentum, the cash flow from operating activities indicates an
improving operational performance, growing from €54,907 to €132,219 over two years. This

suggests that the project is increasingly generating more cash from its core activities. Notably,
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there's an absence of capital expenditures in 2026, which could imply a focus on consolidating
operations before any further expansion.

Reinvestment (2028)

A second round of capital expenditures in 2028, amounting to €100,000, marks a
strategic reinvestment into the project. This is potentially used for upgrading equipment, scaling
up production, or expanding into new markets. Another round of credit financing in the same
year, balanced with credit repayments, shows careful management of financial leverage.
Maturity and Profitability (2029)

By 2029, the project demonstrates significant profitability with net income soaring to
€195,677, which could reflect optimized operations, successful market penetration, or product
maturity. The cash from operating activities reaches €220,177, an indication of strong
cash-generating capability. The credit repayment of €40,000 also suggests that the project is
focusing on reducing its debt, moving towards a more equity-financed approach.

Liquidity position

Throughout the project timeline, cash and cash equivalents see a year-over-year
increase from €254,907 in 2025 to € 704,014 in 2029. This robust liquidity position equips the
project with financial flexibility to handle unexpected expenses, invest in new opportunities, or
return value to shareholders.

Overall, "Zernopererobnyy Complex" LLC will demonstrate a strategic approach to
managing its cash flow, balancing capital investments with operational cash generation and
financing activities. The project is marked by a period of investment and growth, followed by a

phase of operational consolidation and debt repayment. By the end of 2029, the project's
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financials suggest a healthy and sustainable operation, poised for continued success and capable
of withstanding the challenges and seizing the opportunities that may arise.

Scenario, sensitivity Analysis

We're going to run two sensitivity scenarios.

Negative scenario
Negative Scenario Assumptions:
® Price decrease by 10%
e Demand decreases by 10%
® COGS per ton increase by 10%

Cash Flow Analysis:

Operating Activities. In the pessimistic scenario, cash flows from operating activities are
negative for each year, suggesting that the core business operations are not generating enough
cash to cover operating expenses. This contrasts sharply with the basic scenario, where
operating activities were generating a positive cash flow.

Net Cash and Cash Equivalents. The total cash flow is positive in 2025 due to significant
financing activities, but it turns negative from 2026 onward, leading to a steep decline in cash
and cash equivalents. By 2029, the company has a significantly negative cash balance, indicating
a potential liquidity crisis.

Balance Sheet Analysis:

Assets. Current assets start strong in 2025 but then decrease drastically by 2029 due to
negative cash flows from operations. Non-current assets, represented by PP&E, increase in 2028

due to capital expenditures, but this is not enough to offset the losses in current assets.
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Liabilities. Current liabilities appear manageable, but this may not be a positive indicator
if the company is delaying payments to conserve cash. Long-term debt is incrementally
decreasing due to scheduled repayments.

Shareholder's Equity. Common stock remains unchanged, indicating no additional equity
issued during this period. Retained earnings become increasingly negative, reflecting the
accumulated net losses from the operation. This suggests that the company is consuming more
resources than it is generating.

Pessimistic vs. Basic Scenario

e Liquidity: The company's liquidity is severely compromised in the pessimistic
scenario. In contrast, the basic scenario showed a healthy increase in cash and
cash equivalents.

e Solvency: With the increasing negative retained earnings, solvency concerns
arise, as the company's equity base is eroding. The basic scenario likely showed
a stronger solvency position with positive retained earnings.

e Financial Stability: The pessimistic scenario points to a company facing financial
distress, potentially requiring restructuring or external financing to continue
operations. The basic scenario would have indicated a more stable and
sustainable financial trajectory.

Positive scenario

Positive Scenario Assumptions:

® Price increase 10%

e Demand increases 15%

e COGS per tonincrease 5%
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Cash Flow Analysis:

Operating Activities. The cash flow from operating activities starts strong in 2025 at
€163,807 and sees a steady increase, reaching its peak in 2029 at €404,727. This trend suggests
robust operational health and growing efficiency or market share.

Net Cash and Cash Equivalents. The cash at the end of the period consistently grows
from €363,807 in 2025 to an impressive €1,405,846 in 2029. This progression reflects a strong
liquidity position, suggesting the project's capacity to fund its growth and meet short-term
obligations.

Balance Sheet Analysis:

Assets. Current Assets increase from €363,807 in 2025 to €1,498,846 in 2029, with cash
and cash equivalents being the most significant contributor to this growth. Non-current Assets
see an initial decrease due to depreciation but jump in 2028, reflecting the capital expenditure
that year.

Liabilities. Current Liabilities show minor fluctuations, maintaining a manageable level
against the assets. Long-term Liabilities reflect the initial loan and its repayment over time. The
spike in 2028 might correspond to new debt taken on for that year's capital expenditures.

Shareholder's Equity. Common Stock remains static, indicating no new equity issuance.
Retained Earnings grow steadily, evidencing the project's profitability and the reinvestment of
earnings back into the company.

Positive vs. Basic Scenario

® Increased Revenue and Net Income: Driven by higher prices and demand,

leading to better operational cash flow.
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e Improved Liquidity: The project’s ability to generate cash improves its financial
flexibility.
e Growing Retained Earnings: Indicating profitability and potentially increased
intrinsic value of the company.

The positive scenario describes a company that is not only growing but also managing its
liabilities responsibly while strengthening its financial stability. In contrast, the pessimistic
scenario would likely show constrained revenue growth, higher operational costs, potential
difficulties in asset expansion, and a strained liquidity position.

Key metrics analysis
Table 3

Profitability Ratios

Metrics 2025 2026 2027 2028 2029
Profitability Ratios:
Gross Profit Margin 12.40% 18.62% 16.82% 14.97%  20.96%
Operating Margin 4.88% 11.88% 10.18% 8.42%  13.28%

Net Profit Margin 3.66% 7.91% 6.72% 5.48% 8.48%

Return on Assets (ROA) 12.07% 23.16% 17.73% 12.04%  19.01%
Return on Equity (ROE) 21.54% 34.98% 23.77% 16.90% 23.21%

® Gross Profit Margin: Increases from 12.40% to 20.96%, indicating the project is
becoming more efficient at controlling the cost of goods sold or is able to charge
higher prices for its products.

e Operating Margin: Also increases over time, suggesting that not only is the cost

of goods sold being managed, but so are operating expenses.
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Liquidity Ratios
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Net Profit Margin: Follows the same upward trend, with a slight dip in 2028,
suggesting overall profitability is improving, but there may be some fluctuations
in expenses or revenue in 2028.
Return on Assets (ROA): The percentage fluctuates but indicates the project's
assets are being used effectively to generate profits.
Return on Equity (ROE): This fluctuates but remains strong, indicating that the

shareholders’ investment is generating effective returns.

Liquidity Ratios:

Metrics 2025 2026 2027 2028 2029
Current Ratio 20.35 34.62 61.38 53.13
Quick Ratio 18.35 31.62 56.38 50.47
Cash Ratio 16.35 29.28 52.38 46.93

Current Ratio: Very high throughout the period, indicating the project has more
than adequate resources to cover short-term liabilities.

Quick Ratio: Also high, suggesting good short-term financial resilience even
without relying on inventory.

Cash Ratio: Significantly above 1, indicating a strong cash position relative to

current liabilities.
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Table 5

Solvency Ratios

Metrics 2025 2026 2027 2028 2029
Solvency Ratios:
Debt to Equity Ratio 0.78 0.51 0.34 0.40 0.26
Interest Coverage Ratio 23.85 23.63 22.79 28.18

o Debt to Equity Ratio: Decreases from 0.78 to 0.37, showing the project is
becoming less reliant on debt financing over time.
e Interest Coverage Ratio: The project has a high ratio, indicating it can easily
cover interest payments, although it experiences a slight drop in 2028.
Table 6

Efficiency Ratios

Metrics 2025 2026 2027 2028 2029
Efficiency Ratios
Inventory Turnover 35.25 33.63 32.48 43.59
Receivables Turnover 57.75 51.98 47.75 58.06
Asset Turnover 3.30 2.93 2.64 2.20 2.14

e Inventory Turnover: Increasing turnover suggests the project is becoming more
efficient at selling its inventory.

® Receivables Turnover: A high and increasing ratio indicates that the project is
collecting receivables efficiently.

e Asset Turnover: This ratio decreases, which might be due to the increase in

assets not being fully utilized to generate revenue.
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Table 7

Cash Flow Metrics

Metrics 2025 2026 2027 2028 2029

Cash Flow Metrics

Operating Cash Flow Ratio 4.61 8.81 10.46 14.68

Free Cash Flow | (145,093) 92,116 132,219 4,595 220,177

e Operating Cash Flow Ratio: Improves significantly, indicating better cash
management from operations.

® Free Cash Flow: Starts negative due to high capital expenditures but improves,
reflecting better liquidity and financial health.

The project is showing strong signs of growth and financial health. Profitability is
improving, which is a good indicator that the business is being managed effectively. Liquidity
ratios are very healthy, suggesting no short-term solvency issues. The solvency ratios indicate
that the project is reducing reliance on debt, which is positive for long-term financial stability.

In the initial stages, the project makes significant investments, as shown by negative free
cash flow. However, this investment pays off as the project matures, resulting in positive free
cash flow in later years.

Overall, these metrics paint a picture of a project that starts with strong financial backing
and investment, transitions to a period of consolidation and efficiency gains, and ultimately
shows signs of a mature, profitable operation. The strong liquidity and improving solvency
position also suggest that the project is well-prepared to handle unforeseen expenses or

investment opportunities that may arise.



Chapter 6: Implementation
Implementation roadmap
Figure 18

Implementation roadmap

2. Setup Phase
Timeline: Q2 2025

1. Preliminary Phase
Timeline: Q1 2025

4. Expansion
Phase Q1-Q4 2026

3. Launch Phase
Q3-Q4 2025
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This implementation roadmap is a blueprint for navigating the complexities of
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international expansion. It balances cautious planning with strategic aggression, ensuring that "

Zernopererobnyy Complex" LLC maximizes its impact while mitigating risks associated with new

market entries. The company’s commitment to operational excellence and customer satisfaction

is expected to drive its success in Europe, fostering long-term profitability and growth.

Figure 19

Milestones and Acceptance Criteria

Human resources

The Human Resources section for the implementation and expansion into European

markets would focus on leveraging key personal attributes, networks, individual experiences,

Resources needed for project implementation
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and educational backgrounds of the team. Here’s how each component would ideally be

structured:
Figure 20

Human resources

Personal Attributes

Personal Networks

Individual Experience

Education

= Adaptability: The team
must be highly adaptable
to mew environments and
regulatory standards that
come with the European
market.

# Interpersonal Skills:
Strong communication
and negetiation skills to
effectively engage with
new distributers,
suppliers, and business
partners.

Ability to quickly address
and resolve unexpected
challenges during market
entry and operations,

* Problem-solving Abilities:

= Professional Connections:
Utilization of existing
professional networks
within European business
communities to facilitate
smaother market entry,

= Industry Contacts:
Leverage connections with
industry experts, potential
clients, and regulatory
bodies to gain insights and
foster collaborations.

= International Market
Experience: Team
members with prior
EEpEriIence in
international markets,
especially in Evropean
sattings, will be
instrumental

*Regulatory Knowledge:
Individuals familiar with
the European Union's
trade and food safety
regulations which will be
crucial for compliance and
strategle planning,

= Relevant Qualifications:
Team members should
hawve educational
backgrounds in business
management,
international trade, or
food technology which
align directly with the
operational demands of
expanding into new
markets.

= Continuous Learning:
Ongoing training and
education regarding new
market trends, consumer
preferences, and
regulatary changes in the
European Union to keep
the team updated and
knowledgeable.

Organizational resources

The organizational resources are designed to support "Zernopererobnyy Complex" LLC in
its strategic expansion goals, ensuring that the company is well-prepared and effectively aligned
with the market environment of the European flour industry. These elements will also assist in
building a sustainable competitive advantage, fostering growth, and enhancing the overall

market presence in Europe.
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Organizational resources
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Culture

Structure

Routines and Processes

Brand and Reputation

sInnovation and
Flexibility: The
organizational culture
of "Zernapererobryy
Complex” should
emphasize innovation
and adaptability,
enabling the company
1o respond
dynamically to the
challenges of entering
the European market.

sCustomer-Centric: A
strang
customer-focused
culture that prioritizes
understanding and
meeting the unigue

of Eurcpean
customers.

needs and preferences

*Decentralized
Decision-Making:
Implementing a
structure that allows
far local autonamy and
guicker
decision-making
pracesses in the
European market can
facilitate
responsiveness to local
conditions and
opportunities.

#=Integration: Structured
to integrate smoothly
with European
business practices,
regulations, and
logistical frameworks.

s5tandard Operating
Procedures (S0Ps):
Development and
adaptation of SOPs
that align with
European standards,
focusing on efficiency,
guality control, and
compliance with EL
regulations.

=Continuous
Improvement:
Routines that promate
regular raview and
improvement of
processes based on
market feedback and
operational outcomes.,

*Brand Localization:
Adapting the brand to
appeal to Europsan
tastes and values,
including
sustainability, which is
highly valued in many
European markets.

*Reputation
Management: Building
a reputation far quality
and reliability in
Europe through
strategic marketing,
partnerships, and
cansistent product
excellence.

Physical resources

This strategic allocation of physical resources is designed to support the company's

growth objectives in the European market, ensuring that "Zernopererobnyy Complex" LLC can

meet demand effectively while maintaining its commitment to quality and sustainability. The

focus on strategic locations for warehousing and state-of-the-art production facilities highlights a

well-planned approach to international expansion.



Figure 22

Physical resources
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Location

Land and Real Estate

Machinery and Equipment

Raw Materials Reserves

+The Netherlands and
France are identified as

due to their significant
status as major flour
importers and vibrant
artisan baking
communities.

ke markets for expansion

* Warehousing and
Distribution Centers:
There are plans to
establish warehousing
facilities in strateglc
locations within thess
target markets, This mowe
iz aimed at enhancing
distribution efficlency and
reducing logistics costs,
which is crucial for
maintaining product
freshness and competitive

pricing .

*Production Technology:
Advanced milling
techinalogy and
equipment to ensure the
production of high-guality
flour. This includes the
purchase of additional
milling machines and
ancillary equipment to
increase production
capacity .

*Technology Upgrades:
Investments in
autarnation and
energy-efficient
technalogies are planned
to enhance production
efficiency and
sustainability. These
upgrades are crucial for
scaling operations and
maintaining a competitive
edge in a technologically
advancing industry .

*sustainable Sourcing: The
project emphasizes
investrments in sustainable
farming practices and
renewable energy sources
at production sites, This
approach not only ensures
a reliable supply of raw
materials but also aligns
with the growing
consumer preference for
sustainable and ethically
produced goods

Financial resources

For our project, the financial resources are well-structured to support both the initial

market entry and long-term sustainability in the European flour market. Here's a detailed

overview of these resources:
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Figure 23

Financial resources

Internal Funds External Funds
#|nitial Equity Financing: The project starts with an +Credit Financing: In addition to equity financing,
equity financing of €200,000, indicating strong the project utilizes credit financing amounting to
investor confidence and providing essential capital another €200,000in 2025 and one €100 000 mare
for initial setup and operations in 2028,

*Retained Earnings: Over the years, the company
plans to reinvest its profits, with retained earnings
growing from €54,907 in 2025 to €605,889 by
2025, highlighting a strategy of financial
reinvestment for growth and as a buffer against
future uncertainties.

These financial resources provide a robust foundation for "Zernopererobnyy Complex"
LLC to launch and expand within the European market, balancing risk and growth through careful
financial planning. The blend of internal reinvestment and external financing allows the project
to remain flexible and responsive to market conditions while ensuring long-term sustainability
and growth.
Legal resources

The "Zernopererobnyy Complex" LLC leverages various legal resources to support its
strategic initiatives and ensure compliance in its operations. These resources are critical to the
company's expansion and operational strategies, especially in navigating the complex legal

landscapes of international trade and market entry.
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Figure 24

Legal resources

Patents and
Trademarks

Licenses

Copyrights

Agresments

Trade Secrats

+«The company has
imvested in securing
tradermarks for its
brand and specific
flour products,
which is crucial for
brand protection in
the European
rmarkets. This legal
protection helps to
prevent imitation
and ensures that
the brand identity
of
"Zernopererobinyy
Camplex” remains
distinct im mew
markets

«|t holds all
necessary licenses
for flour production
and distribution
within Ukraine, and
itis in the process
of obtaining
relevant
certifications and
licemses required for
operating in the
Eurapean Union,

*The company
protects its
proprietary
formulas and
production methods
through copyrights,
ensuring that its
unigue milling
processes and
recipes remain
confidential..

*Supply chain
logistics, exclusivity
in certain markets,
and collaboration
on marketing
initiatives, which
are instrumental in
facilitating smooth
operations and

market penetration.

*Trade secrets
provide a
competitive
advantage,
especially in artisan
and organic flour
segments that
demand
high-gquality and
unigque product
offerings

By effectively managing these legal resources, "Zernopererobnyy Complex" LLC not only

safeguards its business operations from legal infringements but also strengthens its market
positioning and resilience against competitive pressures. This strategic approach to legal
resource management supports the company's broader goals of expanding into the European
flour market and establishing a strong brand presence.
Informational resources

Based on the project, the informational resources for "Zernopererobnyy Complex" LLC
are robust and play a crucial role in its strategic planning and market expansion activities. Here's

how these resources are organized and utilized:
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Figure 25

Informational resources

Industry Information

«Market Insights: Consumption patterns, market size, and growth trends, which are erucial for tailoring
their market entry strategies

Customer Information

sDemographics and Preferences: Detailed profiles of potential customers in the European artisan baking
sector are maintained, including preferences for high-quality and specialty flour products,

Supplier Information

«Supplier Database: There i a strong focus on developing and maintaining a database of suppliers that
align with the company's quality standards and sustainability practices.

Internal Information

«[Iperational Metrics: The company leverages internal data on production efficiency, capacity utilization,
and financial performance to guide decision-making processes.

Product Information

sProduct Specifications: Detailed information on flour products, including their specifications, guality
henchmarks, and compliance with European standards, is thoroughly documented.

Relational Resources

«Stakeholder Engagement: Maintaining strong relationships with various stakeholders, including
businesses, regulators, and community organizations, is a priority.

These informational resources are integral to "Zernopererobnyy Complex" LLC’s strategy
to penetrate the European flour market. They not only support day-to-day operations but also
empower the company to make informed strategic decisions, adapt to market changes, and
maintain competitiveness.

Relational resources

"Zernopererobnyy Complex" LLC has established robust relational resources that play a

vital role in its operations and strategic goals. Here's a detailed breakdown of these resources

based on the project:



Figure 26

Relational resources
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meet guality,
delivery, and
sustainability
criteria.

Supplier Customer Competitor Relationships with Internal
Relationships Relationships Relationships External Parties Relationships
#Strategic sLong-term *Market sndustry #Drganizational
Sourcing: The Contracts: The Positioning: Engagement: The Culture: The
company company Strategic company's company fosters
employs a benefits from positioning involvement im a culture of
flexible strong against industry events loyalty and
purchasing relationships competitors and associations guality, crucial
process with various through guality helps it stay for internal
connected to businesses such and exclusive connected with cohesion and
demand as confectioners, contracts market trends effective
seasonality, bakeries, and suUggests an and regulatory teamwork,
which involves pasta factories, indirect changes.
evaluating and underpinned by competitive
selecting exclusive, dialogue.
suppliers based long-term
on their ability to contracts.

By managing these relational resources effectively, "Zernopererobnyy Complex" LLC

strengthens its market position, enhances its operational capabilities, and ensures sustainable

growth. The strategic management of these relationships supports the company's expansion

efforts into new markets, particularly the European market, by leveraging established

partnerships and fostering new ones.

Risk management

The strategic expansion of "Zernopererobnyy complex" LLC into European markets

necessitates a robust framework for identifying, assessing, and controlling potential risks.

Effective risk management not only secures against potential financial losses but also supports

sustainable business growth. This chapter outlines the comprehensive risk management
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strategies employed by "Zernopererobnyy complex" LLC as it ventures into new geographical
markets.

Risk identification

We start from risk identification stage. Risk identification is the process of documenting
any risks that could keep an organization from reaching its objective. It's the first step in the risk
management process, which is designed to help companies understand and plan for potential
risks. Main methodologies that we use for this stage are: SWOT analysis and brainstorming.

SWOT analysis

This strategic tool is utilized to identify Strengths, Weaknesses, Opportunities, and
Threats related to the business's expansion into European markets. By analyzing these four
elements, the company can capitalize on internal strengths and opportunities while addressing
weaknesses and mitigating external threats. This method provides a holistic view of both the
internal capabilities and the external environment.

Strengths:

e High-Quality Product Offering: The company's focus on high-quality wheat flour
aligns with the demanding standards of European markets, particularly artisan
and organic segments.

e Established Market Presence in Ukraine: Leveraging its reputation and
experience in the Ukrainian market can provide a credible foundation for brand
trust and customer loyalty in new markets.

e Operational Efficiency: Experience in managing cost-effective production
processes that can be scaled and adapted to meet the requirements of

European consumers.



e Flexible Production Capabilities: Ability to adapt products to meet diverse

customer needs
Weaknesses:

e Limited International Market Experience: The company's primary operations
have been concentrated in Ukraine and in defined region, which might pose
challenges in navigating the regulatory and competitive landscape of the
European market.

® Resource Constraints: Expanding into new markets may stretch the company’s
operational and financial resources thin, particularly in areas like logistics,
marketing, and customer service.

e Cultural and Language Barriers: Potential difficulties in cultural integration and
communication, which are crucial for building relationships with local
distributors and consumers in Europe.

e Production facilities location: can be affected by war implications

Opportunities:

e Growing Demand for Organic and Artisan Products: Increasing consumer
preference for high-quality, sustainably produced flour products in Europe.

e Diversification of Revenue Streams: Entry into European markets could reduce
the company's dependence on the Ukrainian market and buffer against local
economic fluctuations.

e Strategic Partnerships: Potential to form alliances with European businesses,

enhancing market reach and gaining local insights and expertise.

80
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e Technological Advancements: Investing in advanced milling technologies that
cater to the specific needs of European consumers and regulatory standards.

Threats:

e Intense Competition: The European flour market is highly competitive, with
well-established local and international players that could limit market
penetration and growth.

e Regulatory Challenges: Strict EU regulations regarding food safety, product
quality, and labeling that require substantial investment to comply with.

e Economic Instability: Potential economic volatility in Europe, including changes
in consumer spending behavior and fluctuations in raw material costs.

® Geopolitical Risks: Ongoing political and economic war between Ukraine and
Russia could impact the stability of supply chains and market entry strategies

Brainstorming

Brainstorming is used during the initial phases of the risk management process.
Brainstorming sessions involve key stakeholders from various departments within the company.
These sessions are designed to generate a broad range of ideas and identify potential risks that
might not be captured through more structured approaches. Brainstorming promotes creative
thinking and ensures a comprehensive collection of risks by tapping into the collective
knowledge and experience of the team. As a result of our collective brainstorming inside our
team we come, also using the learnings and strategic implications of SWOT, to the list of risks
below:

1. High hidden entry costs and complex regulatory requirements that could hinder

initial market penetration efforts and contradict basic plan.
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2. Risks related to logistical challenges, including transportation delays or
disruptions, particularly those caused by geopolitical tensions (like border crisis
with Poland) or natural disasters.

3. Wheat grain prices can grow faster than flour prices eroding business margin

4. Currency Exchange Fluctuations: Exposure to financial risk due to fluctuations in
currency exchange rates, affecting the cost of imports and exports.

5. Failure to meet strict European Union standards for food safety, product quality,
and environmental regulations, leading to potential fines or bans.

6. Intense competition from established European flour producers and new
entrants, impacting distribution building and profitability.

7. Technological Obsolescence: Risks of current technology becoming obsolete,
necessitating significant investment in new ones to stay competitive.

8. Changing consumer tastes and preferences in the European market that may not
favor the company’s traditional product offerings.

9. Economic instability in key European markets affecting consumer purchasing
power and demand for premium products.

10. Damage to reputation if the company fails to meet customer expectations or
becomes involved in controversies, particularly related to product quality/safety

Based on the research we’ve identified the list of the risks which correspond to the

outcome of brainstorming. Next step for us is the risk assessment.
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Risk assessment
Our approach is to use risk register. Application of the risk register gives us opportunity
to evaluate and prioritize identified risks based on a structured assessment of their impact and
probability. As a result, we’ve reflected our risk estimation in the form of heatmap.
Figure 27

Risk heatmap

a
0
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As a conclusion we see that we definitely need to address risk in the “orange zone”
which are:

11. Risks related to logistical challenges, including transportation delays or
disruptions, particularly those caused by geopolitical tensions (like border crisis
with Poland) or natural disasters.

12. Wheat grain prices can grow faster than flour prices eroding business margin

Our next focus will be action steps how to manage and control the risk
Risk management and control
For the “Risks related to logistical challenges, including transportation delays or

disruptions, particularly those caused by geopolitical tensions (like border crisis with Poland) or

natural disasters.
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Here's a detailed breakdown based on the key aspects of risk management and control:

Indicators to Monitor:

Transportation Delays and Disruptions: Tracking the frequency and duration of
these incidents helps in understanding their impact on the supply chain and
allows for quicker responses.

Real-time Situation Updates at Borders: Monitoring real-time conditions at
borders is crucial, especially in scenarios involving geopolitical tensions, such as
a border crisis with Poland. This helps in anticipating and preparing for potential
delays.

Updates from Logistics Providers: Regular updates from these providers about
potential and actual disruptions can provide early warning signs and details
needed to adjust logistics plans.

Inventory Levels: Monitoring inventory at warehouses and distribution centers
ensures that any potential shortages or surpluses can be addressed promptly,

maintaining a balance according to production and demand.

When to Escalate the Issue:

Exceeding Transportation Delay Thresholds: If delays go beyond a critical
timeframe (e.g., 48 hours), it could significantly affect delivery schedules,
necessitating escalation.

Sudden Increase in Transportation Costs: Costs can rise due to rerouting or other
logistic contingencies. Monitoring these changes can help in deciding when to

escalate the issue for higher-level decisions.
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e Receipt of Critical Alerts: Receiving alerts from logistics providers or government
entities about imminent disruptions prompts immediate escalation to address
the potential impacts proactively.
Whom to Report the Issue:
o Operations Lead: Handles day-to-day management and would be the first to
address any immediate operational concerns.
e Finance Director: Would need to be informed about cost implications and
budget adjustments.
e Commercial Director: Deals with customer and supplier relationships that might
be affected.
e Owner: May need to be involved if significant strategic changes or high-level
decisions are required.
How to Address the Risk:
Preventive Measures:
e Develop contingency plans with alternative routes and logistic partners to
maintain operations despite disruptions.
e Establish a buffer stock of key products to avoid running out during unexpected
delays.
e Implement advanced tracking and monitoring systems to make real-time,
informed decisions.
Mitigative Actions:
e Activate alternative transportation routes or modes immediately upon potential

disruption detection.
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® Negotiate flexible terms with logistics providers to adapt quickly to changing
situations.
® Increase communication with customers to manage expectations and provide
updates during disruptions.
Long-term Strategies:
e Regularly review and update logistics network designs based on past lessons
learned.
e Invest in advanced technologies like Al and machine learning for predictive
analytics to better forecast and mitigate future risks.
e Strengthen relationships with government and industry communities to stay
informed about potential political changes that could impact logistics.
For the risk “Wheat grain prices can grow faster than flour prices eroding business
margin” here's a detailed breakdown based on the key aspects of risk management and control:
Indicators to Monitor
o Weekly Tracking of Wheat Grain and Flour Market Prices: Monitor these prices
to detect rapid changes or trends that could affect cost structures.
e Margin Analysis Reports: Analyze the proportional increase in costs versus sales
prices to understand the impact on margins.
® Global Agricultural Market Trends: Follow global market trends and reports to
anticipate price hikes that might affect wheat grain and flour prices due to
environmental or geopolitical factors.
e Inventory Turnover Rates: Ensure inventory levels are efficiently managed in

relation to price fluctuations, preventing overstocking or stockouts.
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When to Escalate the Issue:

Predefined Threshold Breach: If wheat grain price increases exceed 5% within a
quarter without a corresponding increase in flour prices, this should trigger an
escalation.

Consecutive Declines in Gross Margin: If there are consecutive monthly declines
in gross margin percentages over two montbhs, it suggests that the price disparity

is impacting profitability and needs to be addressed.

Whom to Report the Issue:

Owner: As a strategic leader, the owner should be informed of significant threats
to profitability.

Commercial Director: Responsible for pricing strategies and customer
relationships, needing updates on cost impacts.

Head of Procurement: Manages sourcing and purchasing of wheat grain and
should be directly involved in discussions on cost management and supplier

negotiations.

How to Address the Risk:

Preventive Measures:

Engage in Futures Contracts: Lock in prices for wheat grain for a defined period
to mitigate the impact of sudden price increases.

Diversify Grain Suppliers: Explore alternative blending options and suppliers to
reduce dependence on a single price-sensitive source.

Regular Analysis of Supply Chain: Identify and eliminate inefficiencies that

contribute to increased costs.
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Mitigative Actions:

e Adjust Pricing Strategies: Modify flour pricing dynamically in response to wheat
grain price changes while considering market acceptance.

e Enhance Product Mix: Develop strategies to include higher-margin products that
can absorb cost increases better.

e Implement Cost-saving Initiatives: Find ways to reduce costs in other production
areas to maintain overall profit margins.

Long-term Strategies:

® Invest in Market Research: Forecast long-term trends in wheat prices and plan
strategic purchases.

e Explore Partnerships: Develop closer relationships with grain producers to
secure more favorable purchasing terms and gain better control over supply
chain costs.

® Regularly Review Procurement and Pricing: Align procurement and pricing
strategies with global market conditions and internal financial goals.

The risk management strategy created for the "Zernopererobnyy complex" LLC covers all
crucial challenges and financial risks in grain processing. By using a well-rounded approach that
includes constant monitoring, careful planning, and addressing problems as they arise or even
before they happen, the complex is ready to manage disruptions and changes in the market
effectively. This approach keeps operations running smoothly and follows the best practices in
the industry, while also protecting the complex’s financial health and giving it a competitive edge
in a changing market. This strategy is proactive and robust, important for keeping the business

reliable and profitable in the agriculture industry.
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Chapter 7: Reflections on project implementation and tools learned

The project began with a comprehensive analysis to identify current company position
including macro, micro and internal analysis, opportunities and challenges in local market. This
includes PESTEL, Porter’s Five Forces, VRIO analyses and CANVAS model application to
understand the external environment and competitive landscape. SWOT analysis highlighted the
company’s strengths in high-quality production and operational efficiency, while identifying
weaknesses such as limited international experience and resource constraints. As an outcome of
decision tree strategic tool usage were made a decision to enter Netherlands and France
markets.

Human resources were strategically allocated, with key roles defined for project leaders,
operations lead, supply chain coordinators, and marketing specialists. The inclusion of both
internal team members and external advisors ensured a balanced approach to managing various
project aspects.

Financial planning and budgeting were crucial, with a focus on ensuring compliance with
EU regulations and optimizing production facilities to meet European standards.

A robust risk management framework was established to identify, assess, and mitigate
potential risks. This includes regular monitoring of market trends, geopolitical developments,
and supply chain disruptions. Preventive measures such as developing contingency plans and
establishing buffer stocks were implemented to maintain operational stability.

Detailed financial forecasting, including cash flow analysis and capital expenditure
planning, provided a clear financial roadmap for the project. This ensured that resources were

efficiently allocated and potential financial risks were mitigated. Scenario analysis helped in
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preparing for various market conditions, ensuring the company remained agile and responsive to

changes.

Main learnings made:

Importance of comprehensive market research: market research was vital in
understanding the European market dynamics and identifying niche segments
such as artisan flour products. This informed strategic decisions and marketing
efforts. Also, you shouldn’t deep dive a lot in such big market if you want to
cover 500 tons/monthly while size of your market is millions of tons.

Flexibility and adaptability: the ability to adapt to changing market conditions
and operational challenges is crucial. Flexibility in planning and execution allows
the project team to navigate unforeseen obstacles effectively.

Value of structured change management: implementing a structured change
management framework like Kotter’s model was instrumental in guiding the
organization through the transition. This ensured that changes were sustainable
and aligned with long-term strategic goals.

Know your customer and use strategic partnership. In case of our company key
focus was to use our local contract with global player and expand it as a
background of entrance to Netherlands market.

Good and deep analysis doesn’t mean successful project implementation. You
should clearly understand thresholds of not moving further with project

implementation.

The expansion of "Zernopererobnyy Complex" LLC into the European market has been a

significant learning journey. The project demonstrated the importance of strategic planning,



comprehensive market analysis, effective risk management, and structured change
management. These elements collectively contributed to the project's success and provided

valuable insights for future initiatives.
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