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Havrylchenko O. V. Diversification of the Structure of Export Activities Under Conditions of Economic Crisis
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The article is aimed at analyzing the theoretical and methodological approaches to diversification of Ukrainian exports under conditions of economic crisis and
loss of foreign markets. The essence and reasons for export diversification are considered, the structure and tendencies of development of national exports are
explored. The carried out analysis of the structure and dynamics of Ukrainian exports showed the need to diversify Ukraine’s products with the purpose to gradu-
ally turn into a State with an innovative knowledge-intensive economy. This will help to restore economic growth and achieve a certain level of competitiveness.
According to the results of the analysis, a large diversification of Ukrainian exports due to the gradual decrease in Ukraine’s focus on the CIS markets and, in
particular, on the Russian market, is specified. Ukraine for now insufficiently uses trade opportunities with countries such as the United States, Germany, Great
Britain, France, Japan and Canada. In general, the State underutilizes the trade potential with 75 world countries and thus underreceives about 6 billion US
dollars. It is substantiated that in the conditions of economic crisis and loss of external markets it is advisable to use the opportunities of innovative and inertial
directions of diversification. A methodology for evaluating export diversification at the regional and enterprise level is proposed, which should become the basis
for determining methods of diversification and identifying measures aimed at optimizing the commodity structure of exports. Understanding the main stages

of export diversification of enterprise is an important condition for its further implementation.
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laspunvyerko O. B. Jusepcugpikayia cmpykmypu ekcriopmHoi dianbHocmi

8 yMO0BAX eKOHOMIYHOI Kpu3u ma empamu 308HIWHIX puHKie 36ymy

Memoto cmammi € aHani3 meopemuyHux i MemodosoziyHux nioxodie 0o
ousepcugpikayii yKpaiHCbKo20 eKcriopmy 8 yMoBax eKOHOMIYHOI Kpusu ma
8Mpamu 308HilHIX puHKie 36ymy. Po3enaHymo cymHicme ma npu4uHu ou-
sepcuikauii excriopmy, 00C/1iOXEHO cmpyKmypy ma meHOeHuii po3sumky
8imyu3HAHo20 eKcriopmy. lposedeHull aHania cmpykmypu ma OUHaMIKU

YKPaiHCbKO20 eKcriopmy 3aceiduus HeobxioHicme dusepcudbikayii mpodykyji

YKpaiHu, AKa Mae Ha Memi nocmynose nepemeopeHHs Ha depasy 3 iHHOBA-
UiliHOK HayKOMICMKOK eKoHOMIKOKO. Le 00380/1UMb BIOHOBUMU EKOHOMIYHE
3pocmaHHA ma 0ocAzMU MesHo20 PiBHA KOHKYPeHMOoCPOMoXtHocmi. 3a pe-
3ynbMamamu aHaniy siomiveHa binbwa dusepcughikosaHicms YKPaiHCbKO20
eKcropmy Yepes nocmynose 3mMeHWeHHA 0pieHMoBAHOCMI YKPAiHU HA PUHKU
Kpaid CHA i, 30kpema, Ha pocilicekuli pUHOK. YKpaiHa Hapasi HedocMamHso
BUKOPUCMOBYE MOP20BE/bHI MOXAUBOCMI 3 MAKUMU KpaiHamu, AK Crony-
yeHi lmamu Amepuku, Himeu4uHa, Benuka bpumanis, ®panyia, Anoxis ma
Karada. 3azanom, depiasa HeA08UKOPUCMOBYE MOpaoBenbHuli momeHuyian
i3 75 KpaiHamu ceimy i HeOooMpuMye, MaKUM YUHOM, 6:1U3bKO 6 MAapO do.
CLUA. O6rpyHmMOo8aHo, Wio 8 yM0o8ax eKOHOMIYHOI KpU3U ma 8mpamu 308Hiu-
Hix puHKie 36ymy 00yinbHO BUKOPUCMOBYBAMU MOMIUBOCMI iHHOBAYilIHO20
ma iHepyiliHo20 Hanpamie dusepcugikayii. 3anPonoHo8aHo MemooduKy oui-
HI0BAHHA eKcropmHoi dusepcudikayii Ha pigHi pezioHy ma nidnpuemcmea,
AKA MOBUHHA CMAMU OCHOBOIO MPU BU3HAYeHHA Memodig dusepcudikayii ma
8UAB/EHHA 3aX00i8, CMPAMOBAHUX HA OMMUMI3AUi0 MOBAPHOI CMpyKMypu
eKcropmy. Po3ymikHs ocHosHux emarie 30ilicHeHHsA ekcnopmHoi dusepcudi-
Kauii nionpuemcmea € 8ax1usok0 ymogoro i nodasbuwoi peanizayji.
Knroyosi cnosa: dusepcucpikayis, ekcrnopm, ekcnopmHa ousepcugikauyis,
CmpyKmypa ekcriopmy, oyiHI8aHHA ekcriopmHoi dugepcugpikayii, excnopm-
Huli momeHuian.
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laspunvyerko E. B. [jusepcughukayus cmpykmypbl IKcnopmHoli
desimenbHOCMU 8 YCOBUSAX IKOHOMUYECK020 Kpu3uca u momepu
BHEWHUX PbIHK08 cobima

Lenbto cmameu Agnaemca aHanu3 meopemuyeckux U Memoodoso2udeckux
100X0008 K QUBEPCUGUKAUUU YKDAUHCKO20 SKCMOPMA 8 YCI08UAX IKOHOMUYe-
CK020 KpU3UCa U Momepu BHEWHUX PbIHK08 cobima. PaccmompeHsl cyuHocme
U MPpUYUHbI OUBEPCUUKAYUU SKCTIopMa, UCCIe008aHA CMPYKMYpPa U meHOeH-
Yuu passumus ome4ecmeeHHo20 kcopma. [TposedeHHblll GHAAU3 CMPYK-
Mypbl U QUHAMUKU YKPAUHCKO20 IKCMOPMA MoKa3an Heobxodumocms dusep-
cupukayuu npodykyuu YKpauHel, yeabto Komopoli Aensemcs nocmeneHHoe
npespawjeHue 8 20cydapcmeo ¢ UHHOBAYUOHHOU HayKoemKol IKOHOMUKOU.
3mo no380aUM 80CCMAHOBUMb IKOHOMUYeCKU( pocm u docmuye onpedeneH-
HO20 ypO8HA KOHKypeHmocrnocobHocmu. o pe3ynbmamam aHanu3a ommeye-
Ha 6onbwas OUBEPCUUKAUUA YKPAUHCKO20 IKCMOPMA U3-3a MOCMeneHHo20
YMeHbWEHUS 0pUeHMUPOBAHHOCMU YKPauHsl Ha peiHKU cmpaH CHI u, 8 yacm-
Hocmu, Ha pocculickuli pblHOK. YKpauHa noka HeAocmamoyHo ucronb3yem
mop208ble 803MOXHOCMU C MaKumu cmpaHamu, Kak CLUA, lfepmaHus, Benuko-
bpumarus, dparyus, AnoHus u KaHada. B yenom 2ocydapcmeo Hedoucnosb-
3yem mop208bIli NOMeHYuas ¢ 75 cmpaHamu mupa u Hedomnony4aem, makum
06pazom, 0kon10 6 Mapd donsn. CLUA. 06oCHOBAHO, YMO 8 YCAI0BUSX IKOHOMUYe-
CK020 KpU3UCa U Momepu 8HEWHUX PbIHKOB CObIMa YenecoobpasHo Ucnonb3o-
80Mb B03MOMHOCMU UHHOBAYUOHHO20 U UHEPYUOHHO20 HanpasseHuli dusep-
cughukayuu. MpednoxeHa MemoOuKa OUeHKU KCopmHol dusepcuguKayuu
Ha yposHe pe2uoHa u npednpusmus, Komopas 0onxHa cmame 0cHoeol npu
onpedeneHuu Memodos uBepCUUKAYUU U BbIABACHUA Mep, HAMPABAEHHbIX
Ha 0OMMUMU3AYUI0 MosapHol cmpyKmypsl 3Kcnopma. [OHUMAHUE 0CHOBHbIX
3Imanos ocywecmeneHus 3kcrnopmHoli dusepcughukayuu npednpuamus Ana-
emcs 8aMHbIM yc08uem eé danbHeliwel peanusayuu.
Knrovesble cnosa: dusepcughukayus, KCIopm, KCnopmHas ousepcughu-
Kayus, CmpyKmypa 3Kcnopma, OYyeHKa 3kcnopmHoli dugepcugpukayuu, sKc-
nopmHelli momeHyuan.
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he deterioration of political and economic re-

I lations between Ukraine and Russia and the

suspension of the Free Trade Agreement with

Ukraine by the Russian Federation have negatively affect-

ed the volume of exports and the size of the country’s
gross domestic product.

The loss of the Russian market is a serious prob-
lem for export-oriented Ukrainian producers, especially
in those sectors that are largely dependent on demand
from the Russian Federation, e.g., machine building [1].
A greater diversification of Ukrainian exports due to a
gradual decrease in Ukraine’s orientation to the markets
of CIS countries and, in particular, to the Russian market,
is observed.

Works of a number of scientists, namely, V. M. Der-
eza, O. M. Romashko, T. V. Goryanska, O. I. Shnyrkov,
A. V. Kovalev, deal with investigations in this area. The
aggravation of the economic crisis as well as the loss of
foreign sales markets, characteristic of the current state
of the national economy, require further research in this
direction.

The aim of the article is to analyze theoretical and
methodological approaches to diversify Ukrainian ex-
ports under conditions of economic crisis and loss of for-
eign markets.

The existence of different forms and levels of di-
versification necessitate studying this economic category
(Fig. 1) [2-6).

To evaluate export diversification, it is necessary to
analyze the structure and dynamics of Ukrainian exports.

According to the World Bank’s Special Focus Note
on foreign trade, metals and grain dominate the struc-
ture of Ukraine export, but in the last decade the focus
is shifting from energy-intensive metals to agricultural
products [7].

The share of energy-intensive export products —
cast iron and steel — has decreased due to changes in
prices for imported energy carriers. Over the last two de-
cades, economic transformations in Ukraine have been
hindered by low energy tariffs inherited from past times,

which brought gains to individual sectors in the short
term but did not allow to carry out a much-needed in-
dustrial restructuring.

The Ukrainian iron and steel industry remains
highly energy-intensive: about a quarter of the total out-
put is produced in open-hearth furnaces that have been
obsoleted by manufacturers in many countries of the
world. Secondly, nature-intensive goods — primarily ag-
ricultural products, which account for more than half of
the value of export products — have become an important
component of Ukraine exports. Thirdly, the share of cap-
ital-intensive exports continues declining. Due to insuf-
ficient investment, the share of capital-intensive export
products decreased in 2017 to a level that barely exceeds
16%. And finally, the share of labor-intensive products —
which is the vastest resource that Ukraine has being one
of the largest countries in Europe — remains very low.

In August 2018, exports amounted to USD3.7 bil-
lion. Its growth was due to an increase in all main com-
modity groups: food products (including grain) — by 6.5%
(inJuly - by 8.0%); base metals and articles of base metals —
by 11.2% (in July — by 19.9 %); mineral products (includ-
ing ore) — by 28.0% (in July — by 25.8%); wood and articles
of wood — by 17.9% (in July — by 16.5%); machinery and
mechanical appliances — by 12.1% (in July it reduced by
7.1%); production of or allied industries — by 7.3% (in July -
by 21.1%) (Fig. 2) [8].

ccording to the National Bank of Ukraine, the ex-
Aport of goods in the 2nd quarter of 2019 amount-

ed to USD11.2 billion. A growth occurred in the
following main groups: food products — by 15.1%; min-
eral products (including ores) — by 30.7%; machinery
and mechanical appliances — by 7.3%. At the same time,
a decrease was observed in exports of base metals and
articles of base metals — by 14.3%; products of the chemi-
cal or allied industries — by 13.6%; wood and articles of
wood — by 8.8%. Geographically, the largest increase in
nominal terms was observed in the exports of goods to
EU countries (by USD419 million or 11.3%), their share

Aspart
of marketing

=

is the process of expanding the company’s product
line in order to ensure greater stability of its performance
results and avoid fluctuations in the profit gained

Diversification

=

As a way :>
to reduce risks

is a method for decreasing the investment risk
by dividing cash between different

investment projects

is the process of expanding the company’s product line in order to ensure greater stability
of its performance results and avoid fluctuations in profits gained under
conditions of economic crisis and loss of foreign markets

Fig. 1. Economic essence of diversification
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Fig. 2. Export growth rates by main commodity groups (July - August 2018)

in total exports increased to 36.8% (from 34.4% in the
2nd quarter of 2018). The exports to African countries
increased by USD141 million or 13.3%, their share grew
to 10.8% (from 9.9% in the 2nd quarter of 2018). Exports
to Russia decreased by USD133 million or 16.3%. The
share of Russia decreased to 6.1% (from 7.6% in the 2nd
quarter of 2018) [9].

The analysis of the structure of and trends in
Ukraine exports showed their low diversification. This is
the most significant problem for the domestic economy
since its competitiveness depends on the diversification
of exports.

In general, diversification can occur in the innova-
tive and inertial direction [10] (Fig. 3).

Under conditions of economic crisis and loss of for-
eign markets, it is advisable to use the opportunities of
both diversification directions.

Ukraine, as an export-oriented country, is depen-
dent on global processes. The export share in its GDP is
more than 50%, with the domestic export structure being
dominated by raw materials (70% are raw materials assets).
In the case of a slowdown in world trade, the external de-
mand for Ukrainian goods will decrease, which will result
in a decrease in domestic production, deterioration in the
trade balance, and depreciation of the national currency.

Ukraine has large amounts of debt. In 2019, USD2
billion will be required only to service external debts and
USDA4.3 billion — to pay them off.

Directions of export diversification

—\

\

Innovative export
diversification

yA

/ promoting the development of innovative business

clustering competitive industries oriented towards the
production of competitive high-tech products

Inertial export
diversification

introducing goods and services that can adjust the current
specialization due to expanding the product portfolio, changing
production programs in favor of goods that are most in
demand on the world market, and increasing sales of services
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In the event of aggravation of the global economic
crisis, Ukraine will not be able to finance its external debts
and attract new financing. This will lead to a decrease in
the value of raw materials that prevail in its export struc-
ture, and accordingly, foreign exchange earnings will fall.
And, as a consequence — devaluation, inflation, impover-
ishment of the population can occur.

tudies show that Ukraine has not yet been suffi-
ciently using the opportunities in its trade with 75
countries of the world, including the United States,
Germany, Britain, France, Japan and Canada, which re-
sults in the loss of about USD 6 billion of its potential
income (Thl. 1). Although these indicators take into ac-
count the export basket as a whole, this does not mean
that they reflect opportunities for expanding trade in
each of the existing sectors. In the future, it is necessary
to conduct a detailed analysis of markets with great ex-

port potential for each of the priority sectors [1].
Table 1

Ten major countries the opportunities of trade with which
are insufficiently used by Ukraine

Place Country usD
1 The USA 1935971968
2 Germany 1150496 128
3 Great Britain 1009 080 704
4 France 759456 320
5 Japan 459574272
6 China 190 861 568
7 Sweden 120487 504
8 Switzerland 76122616
9 Canada 46610696
10 Ireland 28484412
1 Total 5918 056 535

Ukrainian exports are characterized by the growing
presence of Ukraine in new markets, as well as a high risk
of a decrease in export volumes and a low probability of
creating new products to export. This indicates the un-
systematic fragmentary nature of trade relations, which
may be a sign of poor product quality [1].

Some scholars emphasize the problems of meth-
odological and organizational support for diversification
management at the regional level. The development of a
methodology to assess export diversification at the level
of a region and enterprise should be the first step in de-
termining mechanisms of diversification, and the results
of the analysis should be the basis for determining mea-
sures aimed at optimizing the geographic and commod-
ity structure of a region’s export.

In the framework of the study, diversification is
considered in the context of using a process-oriented
management approach in an enterprise. This involves a

54

sequence of stages (actions) aimed at developing various
types of activities, improving existing goods, works, ser-
vices and creating new ones in order to ensure operation
of enterprises and enhance their competitive positions in
domestic and foreign markets on the basis of the rational
distribution and use of resources [11]. For further study-
ing the diversification process, the IDEFO0 standard, capa-
ble of graphically representing (with the help of graphic
description language) business processes, is applied. An
IDEFO model presents a set of hierarchically intercon-
nected diagrams, each of which is its structural unit.

To make effective management decisions regarding
the export policy of an enterprise, the process of assess-
ing the diversification of the enterprise is of importance.
Its general scheme is given in Fig. 4. It can be seen that
each of the functional blocks (steps) also comprises a set
of corresponding actions. In particular, the “Analysis of
diversification measures” block, which is among the key
ones in the model, includes the following components:
determining the level of diversification of production; de-
termining the stages of obtaining added value (assessing
its share in the value of marketable products); determin-
ing sales diversification (assessing the diversity of sales
markets and their segments); determining the degree of
similarity of types of economic activity [12].

It is also important to dwell on the main approach-
es to assessing enterprise diversification, which are sum-
marized in Fig. 5 based on the results of theoretical and
practical analysis [5; 6; 13].

In general, the composition, content and sequence
of the basic stages of assessing enterprise export diversifi-
cation are determined by the following factors: availabil-
ity of appropriate resources, size of the enterprise, level
of staff qualifications, level of management effectiveness,
foreign market research, internal motivation and goals of
export activities. Understanding the main stages of en-
terprise export diversification is an important condition
for its further implementation.

CONCLUSIONS

In the course of the research there obtained the fol-
lowing results:

+ the carried out analysis of the structure of and
trends in Ukraine export activities revealed its low
diversification, which is the most significant prob-
lem for the Ukrainian economy since its competi-
tiveness depends on export diversification. Today,
diversification of domestic products, which aims
to gradually transform Ukraine into a state with
an innovative knowledge-based economy, is re-
quired. This will restore economic growth and
achieve a certain level of competitiveness;

+ agreater diversification of Ukrainian exports due
to a gradual decrease in Ukraine’s orientation to
the markets of CIS countries and, in particular, to
that of Russia, is noted. Ukraine has not yet suf-
ficiently used the opportunities in its trade with
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Investment approach

Cost-benefit analysis “cost — sales — benefit”
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Standard Industrial Classification Code (SIC)

of enterprise
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Portfolio analysis techniques (product life cycle theory,
BCG matrix, MacKinsey matrix, ADL/LC model, PIMS model)

/
X

Other

Fig. 5. Main approaches to the assessment and analysis of enterprise diversification

75 countries of the world, including the United
States, Germany, Britain, France, Japan and Can-
ada, which results in the loss of about USD6 bil-
lion of its potential income;

under conditions of economic crisis and loss of
foreign sales markets, it is advisable to use the
opportunities of innovative and inertial direc-
tions of diversification;

a methodology for assessing diversification of
potential exports at the level of the region and
enterprise, which should be the basis for deter-
mining methods of diversification and identify-
ing measures aimed at optimizing the commod-
ity structure of exports, is proposed. L
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