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(6)Itroduction   


  “Multinational company is any company that engages in business functions beyond its 
 domestic borders”1. 


     Doing business beyond the familiar environment, which for the company is a home 
 market, every multinational company faces with a set of problems. These problems are 
 individual  and  depend  on  the  industry  in  which  a  multinational  company  is  operating. 


Expanding their business a multinational company changes its business strategy. First of 
 all,  it  is  connected  with  the  peculiarities  of  the  country  in  which  the  firm  wants  to 
 operate. Social, political and investment climate in the country has a significant impact 
 on the activities of the company. Government regulation, general economic indicators, 
 the  possibility  of  lobbing,  level  of  corruption,  consumer  income,  all  of  these  factors 
 must be consider when company creating a system of strategic management to enter to 
 the new market on the foreign country. Each firm is unique, that is way the process of 
 formulating  a  strategy  for  every  company  is  unique  and  it  depends  on  the  company’s 
 position  in  the  market,  the  dynamic  of  its  development,  its  potential,  the  behavior  of 
 competitors,  the  characteristics  of  the  goods,  services,  the  economy,  the  cultural 
 environment and many other factors.  


         The aim of this thesis is to define the contribution of a multinational company to 
 the economy of Ukraine. The aim of my paper is relevant because nowadays there are a 
 lot  of  multinational  companies  which  operate  in  Ukraine  and  there  are  still  many 
 companies  that  also  want  to  discover  the  Ukrainian  market.  In  my  paper  I  will 
 distinguish  the  activities  of  multinational  companies  on  the  example  of  LUKOIL  Oil 
 Company, one of the largest Russian companies operating in Ukraine.  


      Ukrainian market today is attractive for foreign companies, firstly because of the 
 amount of the population in the country. Ukraine attracts foreign direct investment from 
 various  countries  such  as:  Germany,  Russian  Federation,  Netherlands  and  others.  The 
 amount of the direct investment in the 2009 constituted 40026,8 million USD2. 


    In my paper I will analyze the characteristic feature of the foreign company’s activity 
 in Ukraine, which is its regulation by the set of government regulations. Before entering 
 Ukrainian market, the management of the company needs to analyze Ukraine from the 
        


1Multinational  Management John B. Cullen, K. Praveen Parboteeah, p.5


2State Statistic Committee of Ukraine,  www. ukrstat.gov. ua



(7)macroeconomic  and  microeconomic  points  of  view.  The  proper  analysis  of  the  major 
 economic factors, such as GDP, PPP, welfare range, level of the economic freedom will 
 help to avoid a lot of mistakes, save money and time during expansion. Structure of the 
 population,  social–economic  climate,  demographic  situation  in  the  country  are  also 
 significant for the analysis before opening a new market. 


        Each  new  market  presents  their  own  issues  for  multinational  companies.  While 
 creating the strategy of the multinational company, management should emphasize the 
 key problems of doing business in the new market society. Close position to the Russian 
 border  has  led  to  the  fact  that  the  biggest  share  of  foreign  companies  in  Ukraine  is 
 Russian companies. On the one hand, common communist past makes the operation on 
 the market much easier.  


        One  of  the  biggest  Russian  companies  in  Ukraine  is  LUKOIL  Oil  Company. 


LUKOIL is one of the world's biggest vertically integrated companies for production of 
 crude oil and gas, and their refining into petroleum products and petrochemicals.  The 
 company  is  operating  in  different  countries  and  has  wide  operating  and  management 
 structure. LUKOIL was established in 1991 and since then has expended the company’s 
 activity  in  different  international  directions.  10-year  development  strategy  of  the 
 company  shows  the  main  goals  and  perspectives  of  growth.  Management  strategy  of 
 LUKOIL in Ukraine is to significantly strengthen the interest of managers of strategic 
 business  segment,  the  economic  results  of  their  activities,  the  formation  of  an 
 investment plan based on the project approach. 


        Methodology  of  working  with  this  topic  is  based  on  the  relevant  theoretical 
 literature sources. The theoretical basis is described in the first chapter of the paper. The 
 second  and  third  chapters  are  representing  the  implementation  of  the  strategy  of  the 
 selected multinational company on the selected company.  


      In the first chapter of my Master Thesis, I concentrate on the theoretical aspect of 
 the strategic management approach in multinational companies. To be on the right way 
 to success, a company should first find out the reasons for opening new foreign markets. 


It is significantly important to analyze the new market environment, recognized threats 
and  opportunities.  At  the  same  time,  management  of  the  company  should  be  able  to 
evaluate their own firm with all weaknesses and strengths in the correct form. It is also 
necessary  to  pay  particular  attention  to  the  competitors  which  operate  on  the  new 
market.  



(8)      The  second  chapter  is  devoted  to  the  description  the  conditions  of  the 
 international business in Ukraine. It is important to analyze the country before entering 
 the  market.    The  main  task  of  this  chapter  is  to  uncover  the  economic  framework  of 
 Ukraine.  Besides  the  foreign  investment  evaluating  I  will  provide  the  analysis  of 
 Ukraine  from  macroeconomic  and  microeconomic  point  of  view.    Moreover,  I  will 
 describe the problems and perspectives of the activity of multinational companies on the 
 Ukrainian market. The additional attentions I will pay to the ethnic characteristics of the 
 Ukrainian business.    


       The  main  task  of  the  third  chapter  is  to  show  the  unique  operational  and 
 organizational  structure  of  the  LUKOIL,  specify  the  main  activity  of  the  company  in 
 Russia  and  on  the  international  market.  First  of  all,  it  is  necessary  to  specify  an  oil 
 company  in  the  world and  in  Ukraine.  The  oil  industry  has always  been important  for 
 each  country.  That  is  why  it  is  harder  for  a  multinational  company  to  operate  in  this 
 branch  than  in  any  other.  LUKOIL  faces  not  only  with  common  for  all  multinational 
 companies that operating in Ukraine problems, but with specific ones. These issues are 
 connected with protectionism of the Ukrainian domestic oil market by the state. In order 
 to work out and implement the development strategy of the company, LUKOIL should 
 consider  all  problems  of  the  specific  industry  in  which  it  is  operating.  The  next 
 important task of the third  chapter is to investigate the main problems and perspectives 
 of LUKOIL activity on the Ukrainian market.  


       I have decided to take this topic because nowadays it is significantly important for 
 the  Ukrainian  market  to  improve  the  economic  conditions  for  the  multinational 
 company’s  activity.  My  thesis  is  aimed  at  detecting  the  main  problems  for  foreign 
 business on the Ukrainian market. It will help to improve the economy of the country. 


LUKOIL  Oil  Company  is  a  good  example  how  multinational  companies  operating  on 
the Ukrainian market.  



(9)   Chapter  1      Theoretical  Aspect  of  Strategic  Management  Approach  in       
 Multinational Company       


      1.1 Main Reasons for the Multinational Company Expansion 


     For  the  past  several  decades  of  integration  and  globalization,  multinational 
 companies  have  been  playing  an  important  role  in  the  international  trade  system. 


“Multinational company is any company that engages in business functions beyond its 
 domestic  borders”3.  One  of  the  goals  of  a  multinational  company  is  to  bring  their 
 product  to  a  new  foreign  market.  The  new  world  international  market  was  created 
 during the globalization period under the influence of different forces:  


•  Technological  forces:  industrialization,  transport  revolution,  information  and 
 communications revolutions 


•  Economic  forces:  increasing  incomes,    world  trade,  world  financial  market, 
 market forces, world competition  


•  Social forces:   Consumerism, convergence in customer and skills 


•   Political forces: reduced trade barriers, intellectual property rights, privatization, 
 development of trade blocks  


       There are several reasons why a company wants to expand. 


       1)  To increase the business.  


For example, the home market has become too small and a new market will bring more 
 customers and prolong the product lifecycle. 


        2)  To  increase  company’s  profit  in  the  situation  when  the  row  material  or  labor 
 forces are cheaper than in the domestic country.  


It  is  a  good  opportunity  to  increase  the  economy  of  scale.  A  company  will  make 
 additional profit also because of a widening market.  


         3) Strategic oriented decision. 


        By  opening  a  company  in  a  foreign  country  to  be  closer  to  consumer,  it  will  be 
 easier to control the situation on the market when you are inside in the country. Before 
 expanding  the  business,  managers  should  carefully  analyze  important  macro  – 
 dimensions (Figure  1.1).  


       


       


3Multinational  Management John B. Cullen, K. Praveen Parboteeah, p.5



(10)      Figure  1.1  Macro – dimensions for analysis 
       


      


  


       One of the main goals of a company before going to trade on the foreign market is 
 to  understand  the  economic  situation  in  the  new  country.  The  level  of  the  economic 
 development,  trade  system,  market  value  and  potential,  high  or  low  growth  market, 
 inflation,  stable  or  unstable  currency  exchange  rate,  high  or  low  interest  rate    are 
 extremely  significant  for  the  product  pushing.  All  these  factors  have  impact  on  the 
 company. Working with cultural and social drivers, a manager can understand better all 
 difficulties  he/she  may  face  opening  up  a  new  company.  At  first  glance,  not  so 
 important  factors  for  business  such  as  language,  religion,  traditions,  education,  moral 
 values and attitudes can lead to a failure of the company in the new place.  For example, 
 a name of the product or of the firm can be translated incorrectly with a rough meaning. 


It is impossible without proper information about consumer’s moral values and attitudes 
 to understand what the customer needs. Sometimes, at the time of searching for the new 
 market share, it is important to be sure that the educational level of potential buyers is 
 high enough to understand the product, especially when these are software programs of 
 some electronic devices. 


        Protectionism  in  terms  of  political  and  legal  environment  is  an  essential  factor, 
 which  can  make  difficulties.  All  kinds  of  tariffs,  subsidies,  quotas,  norms,  price 
 regulations  may  cause  problems  for  product  promotion  and  conquest  of  new  markets. 


All new environments may have many political risks such as unstable and unpredictable 
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(11)political  system.  Searching  for  new  contacts  may  take  a  lot  of  time  especially  in  the 
 country with high level of corruption. Nevertheless, the main important point is that the 
 company should clearly understand in which country the business will be successful.  


        It  means  that  the  multinational  company  is,  first  of  all,  the  firm  whose  managers 
 have  decided  to  expand  the  business  outside  the  borders  of  their  home  country. 


Managers must develop perspectives that are global and transnational. They must be in 
 connection with the global culture and philosophy doing their business.    


       


        1. 2.  The Multinational Company Creating 


        Creating  and  developing  a  multinational  company  may  be  conducted  in  different 
 ways.  It  mainly  depends  on  the  entry  strategy  to  the  foreign  market.  In  the  literature 
 often  the  following  ways  of  going  to  the  international  market  are  distinguished: 


exporting,  licensing,  franchising,  contract  manufacturing,  turnkey  operations, 
 management  contracts,  international  joint  ventures,  fully  owned  subsidiary4.  Before 
 implementation, the international entry strategy for particular company manager should 
 analyze all advantages and disadvantages of every strategy for the company. First of all 
 to  evaluate:  the  risk,  market  access,  size  of  investment,  future  revenue,    revenue  from 
 skills  and  technology,  possibility  of  control,  global  economies  of  scale,  strategic 
 coordination,  tariffs  and  quotas,  ability  to  protect  technology,  competitive  advantage, 
 ability  to  protect  technology,  ability  to  share  control,  culture  adaptability  of  partners. 


Analysis of the benefits and success factors is important to make the right decision how 
 to  open  new  foreign  market.    However,  considering  only  this  is  not  enough  usually. 


There are several important forces, which should be taken in to account:  


        1. Firm  factors:      international  experience,  core  competencies,  core  capabilities, 
 national culture of home country, corporate culture, firm strategy, goals, motivation)  
         2.  Industry  factors:  industry  globalization,  industry  growth  rate,  technical 
 intensity of industry  


        3. Location factors: extent of scale and location economies, country risk, cultural 
 distance, potential of local market, competition in local market 


         4. Venture – specific factors: firm, that asses risked  in foreign location, extent to 
 which know-how involved in venture is informal, size of planned foreign venture, intent 
        


4 Helen Deresky International management p.241 



(12)to conduct research and development with local partners, costs of making or enforcing 
 contracts with local partners5.  


       It is possible to use the combination of different strategies. “The strategic choice of 
 one or more of the entry strategies will depend on (1) a critical evaluation of advantages 
 (and  disadvantages)  of  each  (2)  the  critical  environmental  factors,  and  (3)  the 
 contribution  that  each  choice  would  make  to  the  overall  mission  and  objectives  of  the 
 company6”. Let’s have a look how managers follow a hierarchy of decision – sequence 
 in choosing an entry model (Figure 1.2).  


      


      Figure 1.2. A Hierarchical Model of Choice of Entry Models 
      


Source  :    Yigana  Pan  and  David  K.  Tse,  “The  Hierarchical  Models  of  Market  Entry 
 Modes” Journal of International Business Studies, 31 no.4: 535-554  


        


There are several main types of the multinational companies:   


        Horizontally  integrated  company. With companies  which  produce  most  of  the 
 products, for example, production of the cars in the US market or the network of the fast 
 food enterprises.  


       


5  Excerpted and adapted from the International Management -  Concepts and Cases by. A.V. Phatak, pp.270 – 275 


6  Helen Deresky International Management, p245 
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(13)       Vertically  integrate  company.  Unite  the  most  important  areas  of  the 
 manufacturing  final  product in  one  single  owner.  For  example,  the  oil  industry,  crude 
 oil  extraction  is  carried  out  in  one  country,  refining  –  in  another,  and  final  sales  of 
 petroleum products – in the third country. 


       Diversified multinational company. Include national companies with vertical and 
 horizontal  integration.  The  typical  example  of  such  a  company  is  a  Nestle  company, 
 95% of whose production is abroad. 


      1. 3.  International Management Strategy for the Multinational Company. 


      Fulfilling  trading  activities,  as  well  as  providing  services  in  various  countries 
 international companies face with different challenges. That is the main reason why it is 
 so  important  to  have  a  good  organized  system  of  strategic  management.  International 
 activity  has  a  significant  impact  on  the  company’s  internalization  path.  There  are 
 several most common problems which may arise during developing and implementing 
 an international strategy:   


•  Limited number of international activities of funds 


•  Volatility in the currency exchange rates 


•  Currencies revaluation  


•  Pricing problems during entering new market 7


       Strategic  management  applies  for  long–term  goals  and  activities  of  the  company.     


We  can  say  that  the  application  of  the  strategy  and  its  precise  tools  are  the  core  of 
 management and a positive sign of good management of the company. More often for 
 the company the main goal is to have a steady profit growth, for example 10 % per year. 


If  it  is  possible  for  the  company  to  achieve  such  goals,  it  means  that  there  is  a  good 
 organized management system. The central content of strategic management is:  


•  Definition of  purpose and main objectives of company business 


•  Analysis of external environment company 


•  Analysis of its internal situation  


•  Selection and development strategy  


•  Analysis  of a diversified portfolio of companies  


•  To select level of integration and control system  
        


7Strategic management and business analysis Boston : Elslvir, 2004 Williason, Dowid



(14)•  Design the organizational structure.  


       The basic stages of strategic management are: 


1. Definition the sphere of business 


2. Transformation of appointment of company during long – term activity  
 3. Creating the strategy for the achievement of the company’s goals 
 4. Strategy development and realization  


5.  Evaluation  of  the  company  business  and  its  correction  if  necessary  during  the 
 company life cycle.   


      All these main stages are in close connection with each other. We can see it on the 
 Figure 1.3.       


      Figure 1.3 The process of strategic management 
         


   


     The analysis of these stages helps to identify possibilities and dangers which can be 
 in  the  firm  branch.  “Industries  indentify  the  main  competitive  areas  of  the  company’s 
 business. To formulate good strategies, managers must understand their industry well. It 
 involves understanding the forces affecting the industry, the economic characteristics of 
 the  industry,  and  knowing  the  driving  forces  of  change  and  competition  in  the 
 industry8”.   


  


       


8 International  Management  : cross – Boundary Challenges . Goodrerham Paul N. and Nordhaug Odd   book , p. 223 
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(15)     1.4. Internal and External Analysis of the Multinational 


       In  order  to  enter  the  new  market  successfully,  it  is  necessary  to  have  a  complete 
 image  of  the  company’s  situation.    That  is  why  managers  of  the  multinational 
 companies use several techniques for the company analysis.  Porter’s five force model 
 (figure 1.4) is the popular technique which can help a multinational firm to understand 
 the  major  forces  at  work  in  the  industry  and  the  degree  of  the  attractiveness  of  the 
 industry9. The first important force is the degree of competition. Such competition has 
 significant  influence  on  the  profitability  of  the  company.  It  can  create  danger  for  the 
 company profit, but, on the other hand, if the risk is small, the company can increase the 
 price and increase the income. Competitive force of this factor strongly depends on the 
 height of inputs barriers (input cost in the branch).  


There are three basic factors for such barriers:   


       -    Economy  of  scale.  It  is  connected  with  the  decrease  in  the  costs  at  mass 
 production,  discounts  at  the  huge  purchases  of  row  materials,  decrease  in  specific 
 expenses,  etc..  All  these  create  considerable  difficulties  for  the  companies  to  expand 
 their business.   


        -  Loyalty  to  trade  mark  of  buyers  (the  entering  companies  should  block  their 
 considerable investment)  


        -  Absolute advantage of costs (lower production costs provide to the existing firm 
 essential  advantages  which  are  difficult  to  reach  for  a  new  company,  especially  in  the 
 foreign environment. 


        The second force is the threat of new entrants. Companies need to distinguish the 
 level  to  which  they  may  face  of  new  competitors  in  their  industry.  The  next  force  in 
 Porter’s  five  forces  model  is  the  bargaining  power  of  buyers.  Bargaining  powers  of 
 buyers  show  the  degree  to  which  buyers  of  the  company’s  products  can  influence  the 
 competitors  within  the  industry.  “To  remain  competitive  most  companies  will  have  to 
 create innovation services at low price10”.  


         For  deeper  understanding  of  the  market  and  industry  multinational  companies 
 must also look at the bargaining power of suppliers – the forth Porter’s force. Suppliers 
        


9 Cullen John B, Parboteeah K. Praveen, Multinational Management a Strategic Approach, Thomson South- Western, 
 2005,ISBN 978-0-324-54512-8 book p. 234 


10 Hitt, Keats, and DeMarie, “Navigation in the new competitive landscape: Building competitive advantage and 
strategic flexibility  in the 21 century” 



(16)tend to have high power and can exert significant influences on competitors within the 
 industry.  The  final  force  is  the  threat  of  substitution.  The  situation  in  which  the 
 competitors are confirmed with alternatives of the multinational company products. The 
 Porter’s    model  allows  a  multinational  company  to  determine  the  attractiveness  of  the 
 industry. 11 Understanding of an industry through the analysis helps the manager define 
 the important characteristics of companies and their products or services which lead to 
 the competitive success.  


      Figure  1.4.  Porter’s five forces model. 


       
         


Source : Cullen John B, Parboteeah K. Praveen, Multinational Management a Strategic 
 Approach 


The  factors  which  lead  to  the  success  in  a  industry  are  called  key  success  factors 
 (KSFs)12. Each of these factors can have the different power of significance in different 
 industries  or  in  the  same  industry  but  in  the  different  points  of  time  (long  or  short  
 term).  


       There are several possible KSFs: innovative technology or products , broad product 
 line,  effective  distributions  channels,  price  advantages,  effective  promotion,  superior 
 physical facilities or skilled labor, experience of firm in business, cost position for raw 
 materials,  cost  position  for  production,  financial  assets,  product  quality,  quality  of 
 human resources. 13  


       


11 Global and Transnational Business: strategy and management, second edition . George Stonehouse Northumbria 
 University, David Campbell University of Newcastle – upon – Tyne, Jim Hamill University of Strathclyde, Tony 
 Purdie Northumbia Uneversity, John Wiley & Sons, Ltd 


12 International managemen Helen Deresky p.235 


13 Pearce, John A. II, and Richard B. Robinson, Jr. 1994. Strategic  Management: Formulation, Implementation and 
 Control. Burr Ridge, III: Irwin; Thomson, Strickland III, and Gamble, Creating and Executing Strategy 
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(17)        Yip’s framework  


      George  Yip  developed  this  theory  in  1992.  (Figure  1.5).  The  degree  and  extent  of 
 the globalization depends of 4 factors: market drivers, cost drivers, competitive drivers 
 and  government  drivers.  Each  factor  should  be  analyzed  in  the  company  within  to 
 determinate  which  strategy  to  choose  for  the  company.  In  the  economic  theory  two 
 externфд  points  of  the  globalization  degree  are  emphasized:  low  (domestic)  and  high 
 (global).    It is  simple  to  determine  the  strategy  for  the  company.  For  example,  among 
 the  market  drivers  for  selling  bake  food  the  company  should  choose  the  domestic 
 strategy,  while  for  airlines  it  is  necessary  to  choose  global  development  strategy.  The 
 company can use such kind of analysis for both industry and market at the same time, 
 which  is  one  of  the  main  advantages  of  the  Yip’s  framework.    In  addition,  it  can  be 
 mapped onto Porter’s Five Force model.      


       Figure 1.5. The globalization drivers 
   


 source:  Global and Transnational Business: strategy and management. 


      


       SWOT  analysis  


       Each  multinational  company  comes  across  their  own  unique  situation  in  the 
 competitive  business  world.  Managers  should  find  out  what  their  particular  company 
 can  and  cannot  do  in  the  best  way.  They  must  identify  any  opportunities  or  threats  to 
 their  firm’s  position  in  the  industry.  The  most  common  technique  for  the  company  – 
 situation analysis is called the SWOT. SWOT is an acronym for Strengths, Weaknesses, 
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(18)Opportunities,  and  Threats14.  Usually  the  SWOT  analysis  is  divided  into  external  and 
 internal  elements.  Internal  elements  are  strengths  and  weaknesses.  An  external 
 component  focuses  on  opportunities  or  threats  from  the  environment.  For  ф 
 multinational company SWOT analysis is one of the key tools because it is necessary to 
 understand all internal and external factors before entering ф new foreign market.  


      Table 1.6.  SWOT Analysis 


•  Capability 


• Resources 


• Skills 


•  Technical superiority 


• Innovative products 


• Greater efficiencies and low costs 


•  Human resource capability  


• Marketing and promotion strengths 


Any  competitive  disadvantages  of  a    company  
 relative to its competitors 


      Opportunities         Threats  
 Represent  favorable  conditions  in  a  firm’s 


environment.  


Unfavorable conditions in a firm’s environment 
 (new competitors, technological and political 
 changes, act) 


       Source :  Global strategic management,  Lassere Philipe, 2003 
        


        PEST analysis  


      PEST  analysis  is  technique  for  analyzing  political,  economic,  social,  technical 
 factors  which  are  used  to  estimate  the  market  for  an  organizational  or  business  unit. 


PEST  analysis  is  a  useful  tool  which  helps  to  understand  the  market,  the  company’s 
 position, capabilities and business direction15.  


       


       


14 Global strategic management / Lassere Philipe , 2003  


15 Operation strategy : principles and practice / Beltont: Dynamic Ideas 2008. Van Milghem, Jon A.  
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(19)   Figure 1.7. PEST Analysis  


Political factors   Economical factors  
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        source:  Operation strategy : principles and practice / Beltont: Dynamic Ideas 2008. 


Van Milghem, Jon A. 


       BCG matrix   


       BCG matrix represents a unique display of the items specific type of business in the 
strategic  space  defined  by  two  coordinate  axes,  one  of  which  is  used  to  measure  the 
growth  of  the  market,  the  product  and  the  other  –  to  measure  the  relative  share  of 
production organization in the market of the product. Model BCG represents 2x2 matrix 
in  which  the  field  of  the  business  are  represented  by  circles  with  centers  at  the 
intersection of coordinates formed by the respective growth rates and market values of 
the  relative  share  of  the  organization  in  the  relevant  market  (Figure  1.8.).  Each  circle 
stamped  on  the  matrix  describes  only  the  business  area  which  is  characteristic  of  the 
organization. The size of the circle is proportional to the total size of the total market. It 
means  that  it  is  necessary  take  into  account  not  only  the  size  of  the  business  in  the 
particular  company,  but  in  general  its  size  as  an  industry  in  the  economy.  Sometimes 
business area characterizing the relative share of the business of the market, as well as 



(20)the business area, usually measured in terms of ales and in terms of assets.  Horizontal 
 axis is logarithmic16. 


Display  of  a  competitive  position  on  logarithmic  scale  is  fundamental  details  of 
 functional  relationship  between  output  and  cost  per  unit  of  production,  which  on  a 
 logarithmic scale look like a straight line. A breakdown of the matrix on the x-axis into 
 two parts allows selecting two areas, of the weak competitive positions and the second 
 with the strong. Consequently, the BCG model consists of four quadrants.  


•  High market growth / high relative share of the business area of the market;  


•  Low  rates  of  market  growth/  high  relative  share  of  the  business  area  of  the 
 market; 


•  High  rates  of  market  growth  /  low  relative  share  of  the  business  area  of  the 
 market; 


•  Low  rates  of  market  growth  /  low  relative  share  of  the  business  area  of  the 
 market.  


      Figure 1.8 –   Presentation of the  BCG  matrix   


      


       source  - krikor.info/2008/11/bcg-matrix/ 


These four quadrants are called Cash Cows, Dogs, Stars and Question Marks.   


•  Cash Cows 


It is a business area which in the past had a relatively large market share. However, over 
 the time the growth of relevant industries noticeably slowed. The flow of cash in these 
        


16 Strategic management and business analysis Boston : Elslvir, 2004 Williason, Dowid  


  



(21)positions  is  well-balanced.  The  business  area  can  yield  large  revenue  of  the 
 organization. 


•  Doges  


These  units  are  typical  “break  even”  generating  barely  enough  cash  to  maintain  the 
 business’s  market  share.  Nevertheless,  owing  a  break–even  unit,  forms  an  accounting 
 point of view which  not generating cash for the company.  


•  Stars  


These are usually new business areas occupying a relatively large share of the rapidly 
 growing market operations which generate high profits. These business areas have been 
 leaders  in  the  industry  bringing  organizations  a  high  income.  However,  the  main 
 problem in this area is to find balance between income and investment.  


•  Question Marks ( Problem Children)  


      Bringing  the  necessity  to  increase  investment  in  order  to  protect  iеs  market  share 
 and the independency. Question Marks must be carefully analyzed in order to determine 
 whether they are worth of the investment required to increase the market share.  


      It  is  very  important  to  use  the  BCG  model  for  measuring  the  rate  of  the  market 
 growth and the relative share of the organization in the market.  


The next important step for the multinational company is to analyze the situation of the 
 company.  It  is  necessary,  first  of  all,  for  evaluating  a  strategic  situation  of  the  current 
 firm in this environment. Such kind of analysis should answer following questions: 


         - How good is strategy nowadays? 


         - What are strengths, weaknesses, opportunities and threats of the company?   


         - Is the company able to meet a competition?  


         - How strong are the competitive positions of the firm? 


         - What exactly is the strategy which has created a face of the company? 17


       Firstly, it is necessary to understand the strategy of the multinational company.  The 
 most  obvious  indicators  of  strategy  activity  are  the  following  elements:  1)  Increase  or 
 decrease of the size of the market where the company is operating. 2) Whether it is the 
 growth of the firm revenue and compares the growth with the competitors. 3) tendency 
 of growth generally.  


       


17 Strategic management: creating competitive advantages Boston: Hc Graw – Hill / rwin 2008 Dress, Grey G. – 2008  



(22)         1.5 Structure of the Multinational Company 


       The  structure  shape  of  the  multinational  company  “is,  or  should  be,  largely  a 
 response to strategy, which in turn will reflect the type of business the firm is operating 
 in as well as its international resources.”18  


  There  are  several  general  forms  of  multinational  company  strategies:    international, 
 multi–domestic  and  global  product  division  structure.    The  international  structure 
 (Figure  1.9)  is  the  simplest  form  of  the  multinational  company  which  includes  the 
 creating  international  division  with  the  responsibility  of  observing  and  managing  the 
 multinational activities of the firm. 


       Figure  1.9  The international structure of the company  


       Source: Leontiades ( 1985).  


       


        The second multinational company’s structure type is the multi–domestic structure 
 (Figure 1.10).  This structure is usually based on the geographic lines. It is a worldwide 
 oriented structure which indicates decentralization of operations, and the emphasis is no 
 differentiation  by  local  demand  to  fit  the  culture.  Corporate  headquarters  coordinate 
        


18 Paul.N. Gooderham and Odd Norhaug “International Management Cross -  Boudaty Challenges” 
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(23)financial  resources  among  independent  subsidiaries.  The  organization  in  this  case  is 
 presented like a decentralized federation. 


      The global–product division structure (Figure 1.11) is suitable for big multinational 
 companies with global productions line and managers who have a responsibility of their 
 global product line.  This structure is based on divisional structure with units of product 
 lines, each of which operates independently for the whole market. Such a structure can 
 be used by companies with a highly diversified production, significantly different from 
 the technology of its production, marketing techniques, marketing channels. It is applied 
 primarily to those companies for whom the distinction between types of manufactured 
 products  is  more  important  than  the  differences  between  geographic  regions  in  which 
 the product is sold. 


      


       Figure 1.10 The multi – domestic structure    
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       Source : Leontiades ( 1985)  


        This kind of structure contributes to the international orientation of the company, 
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Advantages of this type of structure include:  


•  Use  of  divisional  structure  allows  the  company  to  pay  attention  to  a  particular 
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 outcomes of the company 
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(24)•  Reduction of the management complexity faced by senior managers  


•  Transfer of responsibility for the profit on the level of divisions  


•  Improved communications  


At the same time, this structure has several disadvantages:   


•  Low  coordination  offices  (divisions)  ,  the  service  staff  are  divided,  horizontal 
 connection are weakened  


• Inefficient use of resources, inability to use them fully


      The most effective use of divisional management structure under the following 
 conditions:  


•  In  large companies, while expanding production and business operations 


•  In companies with a wide nomenclature of the products 


•  In companies with a highly diversified products 


      


       


      Source : Leontiades (1985)      
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(25) 1. 6.  Developing of Multinational Company Strategy on the Foreign  Market 
        The  behavior  of  the  international  market  is  determined  by  its  internal  capabilities 
 and prospects of developing of the strategic management. At the same time, the foreign 
 trade strategy is one of the most important in the management system.  


        The development of strategies of multinational company’s behavior on the foreign 
 market includes six stages:  


-  Competitive analysis of foreign trade and development;  


-  Analysis of complicated system changes; 


-  Analysis of opportunities in foreign markets in a view of predicting changes; 


-  Analysis of trends in the global economy; 


-  Analysis of trends of the world market including market loans and foreign trade 
 policies of different countries; 


-  Analysis of long–term strategy development of foreign economic activity. 


         Development  strategy  of  behavior  in  the  foreign  markets  takes  place  at  three 
 different levels:  


•  Global, 


•  Strategic, 


•  Tactical. 


       Global level includes aspects of long–term basis to indentify the critical goals of the 
 management.  Strategic  level  is  about  choosing  the  right  strategy  and  direction  of  the 
 company19.  At  the  tactical  (current)  level  of  foreign  activity  companies  focus  on 
 identifying  specific  goals,  which  are  the  circumstanceы  of  the  effective  use  of  the 
 recourses. At the first stage of the strategy development of the multinational company 
 the objects of the analysis are: 


-  The condition of the market of goods and services now supplied by the current 
 structure of production and sales.  


-  Assessment of the multinational company from the perspective consumer goods 
 and services. 


-  Assessing the capacity of the object of analysis are : the expected dynamic of the 
 volume  of  foreign  trade  activities;  feasibility  of  reorientation  on  the  new 
 markets, in terms of the new environment; 


       


19 Business  process management: practical gridlines to successful implementation / Oxford: Elsevir Butterworth – 
Heinemann, 2008 Jesten, John 



(26)-  Analysis of fiscal policy for consideration the impact of relevant factors on the 
 functioning of the multinational company when there is a change of fiscal policy 
 within the country and abroad. 


-  Analysis of the trends in the global economy as well as the relationships with the 
 foreign partner  and evaluation of  the expected impact on the foreign policies of  
 different countries, in their general economic situation. 


-  Building a global long – term objectives of foreign economic activity. 


-  Dividing of the global objectives of foreign economic activity into a number of 
 interrelated sub – targets. 


-  Comparing  options  to  achieve  the  objectives  of  foreign  economic  activity,  the 
 choice of the strategic alternatives in the foreign market.  


        The result of the comprehensive analysis of foreign economic relations, forecasting 
 and future assessments of conditions at all stages are the basis for the creating effective 
 long–term  strategy  of  the  behavior  ща  multinational  companies  in  the  international 
 markets.  


        Strategic management is concerned with defining the goals of the organization and 
 bringштп  its  relationships  with  environment  in  the  line  with  internal  capabilities  and 
 objectives of development. That is why strategic management in the sphere of foreign 
 economic relations contributes to stabilizing and strengthening the strategic position of 
 the  multinational  company,  ensuring  its  long–term  viability  of  changing  the  external 
 conditions of functioning. 20       


        1.7   Multinational Company’s Cultural Aspect    


       Operating  in  a  different  country,  the  management  of  the  multinational  company 
 faces not only with business problems. One of the important issues of doing business in 
 the new market is the cultural difference between regions. 


       


20  Strategic  human  capital  management:  crating  value  through  people.  Oxford:  Elsevier,  Butterworth  –  Heinemann  
2007 Ingham, Jon  



(27)       According to Goodenough (1971), “culture is a set of beliefs or standards, share by 
 a group of people, which help the individual decide what is, what can be, how to feel, 
 what to do and how to go about doing it.”21  


The most essential components of the culture are:  


1. Language  
 2. Institutions 


3. Material productions 
 4. Symbolic production  


      Language  barriers  may  create  many  problems.  It  can  start  with  misunderstanding 
 between managers and workers and lead to the wrong position on the market with future 
 troubles in the company. Talking about institutional elements, we need to mention, that 
 there  are  the  “spine”  of  the  cultural  process22”.  They  show  the  connection  of  an 
 individual  with  the  group.  Under  the  institution,  we  mean,  first  of  all,  family  and 
 different  political  institutions  or  social  organizations  with  rules  and  rewords  for 
 individual.  It  is  a  big  discrepancy  in  doing  business  in  the  individualism  and 
 collectivism society. Productions transmit, reproduce, update and continuously attempt 
 to improve the knowledge and skills in the community. Material production is not only 
 physical  and  intellectual  production  but  also  artistry  and  service.  It  is  true  that  today 
 people  increase  purchase  homogenous  productions.  In  the  global  market  we  can  often 
 meet  the  same  products  (MacDonald,  jeans).  Nevertheless,  people  from  different 


countries  need  different  products  or  the  same  products  but  with  some  modifications.      


What  the  consumers  need  depends  on  of  their  entire  world–views.    It  is  necessary  to 
 remember  when  the  company  enters  a  foreign  market.  A  symbolic  production  as 
 element of culture is important because “symbols are the description of the physical and 
 metaphysical  world”.  It  often  happens  that  the  same  symbol  and  the  same  color  are 
 perceived in difference ways because of the cultural dissimilarly.  


        Cultural identity of the customer cannot be ignored. The most important points for 
 consumer behavior are: 


 Hierarchies of needs (shape demand)  


 Culture – based value (purchasing behavior)  
  Institutions (consumption behavior)  


       


21Marketing across cultures, Jean – Claude Unsuier, Julie Anne Lee. Prentice Hall. 4th edition 2005,p. 158 


22 Marketing across cultures, Jean – Claude Unsuier, Julie Anne Lee. Prentice Hall. 4th edition 2005, p.7



(28)      The  organization  culture  of  the  multinational  company  will  consist  of  their  home 
 culture,  of  the  country’s  culture  where  the  company  is  operating  and  such  factors  as 
 nature  of  the  business,  industry  its  size,  its  history,  its  leaderships  and  structure.  It  is 
 impossible  to  measure  organization  culture  of  the  organization.  We  can  only  evaluate 
 facets and characteristics of the culture.  


       


      Figure 1.12. Structure of the organization culture 


      Source :  Global and Transnational Business: strategy and management 
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(29)     Chapter  2.     Content  and  Factors  Defining  Strategic  Management  Strategy  in 
 the Multinational Companies Which Operation in Ukraine. 


     2.1.  Conditions of the International Business in Ukraine.  


      Today during market expansion and the worldwide globalization external economic 
 activity  is  one  of  the  determining  factors  for  the  country’s  success.  Therefore,  it  is  so 
 important to establish the country’s bright investment climate for the effective operation 
 of the multinational companies in the region.  


        Economic development in international business conditions in Ukraine was formed 
 by  a  planned  economy.  Even  then, with  the level  of  economic  development,  scientific 
 progress, development of foreign economic relations and economic traditions, Ukraine 
 was  able  to  provide  active  foreign  trade  policy  and  participate  in  the  international 
 business.  Since  the  beginning  of  the  market  reforms  have  clearly  revealed  two  trends: 


the trend towards development and the tendency to breakage.  


        The  basis  of  this  potential  is  export  and  import  capabilities  of  the  small  and 
 medium  enterprises  and  their  ability  to  adapt  more  quickly  to  changes  in  supply  and 
 demand,  develop  more  quickly  releasing  new  products,  create  sufficient  competition. 


The  slowdown  tendency  of  international  business  causes  the  crisis  in  the  economy  of 
 Ukraine. Moreover, the reduction of negative has affected export and import capabilities 
 of domestic subjects of international business and also impacted on export and imports 
 of goods and services.  


        Social–cultural  conditions  of  international  business  in  Ukraine  including  such  as 
 the progressive structure of the population (age, sex, education level, professional staff), 
 political orientation population, related to labor and environment, etc. were established 
 in  our  state  to  begin  of  market  reforms.  But  in  the  new  environment  they  need 
 improvement  and  development.  First,  there  was  a  necessity  to  train  people  to  positive 
 perception of markets reforms, awareness of benefits of entering the foreign markets of 
 new business23.   


         For normal operating and development of the international business in Ukraine, it 
 is necessary to improve existing infrastructure as well as to build a new one.  According 
        


23Andres  Aslund  “How  Ukraine  Become  a  Market  Economy  and  Democracy”  Peterson  Institute  for  International  
Economics 



(30)to  legislation,  market  infrastructure  in  Ukraine  today  includes  auctions  markets, 
 Chambers  of  Commerce,  trade  houses,  trade  fairs,  exchange  (trade,  foreign  exchange) 
 insurance companies, audit firms, etc.. 


       Auctions  markets  as  an  element  of  infrastructure  are  a  form  of  sales  at  the 
 appointed time and place in the catalogue previously introduced to buyers. Chamber of 
 Commerce  is  a  commercial  institution  that  contributes  to  strengthening  of  the 
 connections  domestic  organizations  with  the  foreign  partners.    They  operate  on  fully 
 commercial principles.  


       Trading  house  is  a  trading  company  that  purchases  goods  from  manufacturing  or 
 sales  organizations  in  Ukraine  and  foreign  partners  buying  goods  abroad,  reselling  to 
 domestic retail stores, and selling direct to consumer in certain industries.  


        Fair–market is a form of trade that is done periodically in the prescribed place on 
 samples of certain products. One of the types of a fair–market is a fair–exhibition.  


        Exchange  as  a  part  of  the  market  infrastructure  is  an  institute  that  organizes  free 
 trade  in  goods  and  services,  securities  trading,  provides  brokerage  operations  in  the 
 market.  


         Insurance company is a financial–credit organization which provides a system of 
 measures  aimed  at  full  or  partial  compensation  of  losses  due  to  a  natural  disaster,  an 
 accident, defaults of bankrupt partners, etc..  


        Auditing firm is an organization which is invited to control all financial reports on 
 the high professional level.  


Only  the  proper  functioning  and  development  of  all  these  elements  of  the  market 
 infrastructure will develop international business and raise its efficiency24.  


        Ukraine  today  is  a  young  developing  democratic  country  which  focuses  on  the 
 European  market.  That  is  why  we  can  observe  a  stable  inflow  of  foreign  direct 
 investment in Ukraine. (Table 2.1)  Data in the table 2.1 have been calculated on accrual 
 basis since the beginning of investment in the country. The list of countries is defined 
 based on of the largest investment made into Ukraine’s economy. The data is given by 
 the National Bank of Ukraine and State Property Found of Ukraine. We can see that the 
 biggest volume of the foreign direct investment in Ukraine from Cyprus, which consists 
 8593,2 millions USD, it is the 21,5 % of whole foreign cash flow. The second place in 
 the  1st  quarter  of  2010  is  occupied  by  Germany.  The  volume  of  the  investment  was 
        


24Ukrainian Government Portal  -  http://www.kmu.gov.ua



(31)6613,0 millions USD – 16,5% of total investment. 10% of foreign money go to Ukraine 
 from the Netherlands – 4002,0 USD millions in the 1st quarter 2010. Russian Federation 
 also  did  the  large  investment  to  Ukraine  at  the  beginning  of  the  2010.  It  constituted 
 2674,6 millions USD25  . 


      Table 2.1   Direct foreign investment in Ukraine   


Volume  of  direct  investment  as 
 01.01.2010 ( mil USD )  


In % to the total  


Total   40026,8   100,0 


Of which  


Cyprus   8593,2  21,5 


Germany   6613,0  16,5 


The Netherlands   4002,0  10,0 


Russian Federation   2674,6  6,7 


Austria   2604,1  6,5 


United Kingdom  2375,9  5,9 


France   1640,1  4,1 


United States of America   1387,1  3,5 


Virgin Islands, British   1371,0  3,4 


Sweden   1272,3  3,2 


Italy   992,2  2,5 


Poland  864,9  2,2 


Switzerland  805,5  2,0 


Hungary  675,1  1,7 


Other countries  4155,8   10,3 


Source: State Statistic Committee of Ukraine,  www. ukrstat.gov.ua 


        Most of the questions related to the activity of multinational companies in Ukraine 
 are governed by the Law of Ukraine: “Economic independency in Ukraine”, published 
 in  August  1990.  The  Law  “About  Foreign  Investments”26,  “About  foreign  economic 
 activity”,  with  amendments  on  June  8,  2002,  number  1807-  II;    “About  Joint 
        


25 State Statistic Committee of Ukraine,  www. ukrstat.gov.ua 


26  The Law of Ukraine on the Regime of Foreign Investment, N 93/96 – BP, March 19, 1996  



(32)Investment”,  dated  March  15,  2001,  number  2299-III  by  the  Cabinet  of  Ministers  of 
 Ukraine  and  other  normative  acts.  The  Law  “Economic  independence  in  Ukraine” 


indicates  that  Ukraine  itself  is  managing  foreign  economic  activates,  taking  part  in 
 international  division  of  labor  and  developing  economic  cooperation  with  other 
 countries  on  the  basis  of  interest,  equality  and  mutual  benefit27.  Enterprises  and 
 organization  have  the  right  to  enter  into  direct  commercial  relations  and  to  cooperate 
 with  firms  in  other  countries,  create  joint  ventures  with  them,  alliances  and  groups.  


Another important Law of Ukraine is “On Foreign Activity” dated 16 April 1991, which 
 defines  the  activities  of  foreign  economic  activity  and  foreign  companies  in  Ukraine. 


This law establishes principles governing Ukrainian and foreign company’s activities:  


-  The principle of freedom of external business; 


-  The principle of legal equality and non-discrimination; 


-  The principle of sovereignty of the people of Ukraine in foreign trade activity; 


-  The  principle  of  protecting  the  interests  of  foreign  economic  activities  in  the 
 country; 


-  The  principle  of  equivalence  of  exchange,  impossibility  of  dumping  on 
 importation and exportation of goods.  


   Foreign activates in Ukraine should include next points: 


-  Individuals–citizens of Ukraine, foreign citizens and stateless persons who have 
 a civil legal right and permanently reside in the territory; 


-  Structure units of foreign business that are not legal entity according to laws of 
 Ukraine but have permanent location in Ukraine;  


-  Joint  venture  between  the  economic  entity  of  Ukraine  and  foreign  companies 
 with permanent location in Ukraine28.  


      Foreign  company’s  activity  is  regulated by  the  state  through  its  agency  and  the 
 coordinating  types  organizations.  Regulation  of  foreign  trade  is  important  because  it 
 brings  a  balance  into  economic  of  Ukraine  and  balanced  domestic  market,  simulates 
 structural changes in the economy and increase the attraction of the national economy 
 into  the  world.  State  regulation  of  foreign  economic  is  activity  performed  by  the 
        


27  The Law “Economic independence in Ukraine” 


28  The Law of Ukraine  on Foreign Economic Activities , N 959 – XII, April 16, 1991  



(33)Verkhovna Rada of Ukraine, Cabinet of Ministers of Ukraine. Foreign investment is the 
 specific  assets  that  are invested  directly  by  foreign  partners  to  achieve  different  goals, 
 such  as  increase  profit,  in  different  industries  and  sectors.  Assets  can  be  divided  into 
 different  types:  property,  capital  and  intellectual,  securities,  trademarks,  etc.    The 
 requirements for the performance of the foreign partner are defined by the rules of the 
 host  country  and  determinate  by  certain  indicators.  The  most  important  are:  share  of 
 domestic partner, market orientation, the activity level, the level of foreign technology, 
 the necessity for requalification of the personal. Profit’s repatriation of foreign investor 
 usually has to include next regulatory actions: creating of the obligatory reserve fund in 
 the host country bank, fixing the size of transfer of capital and profits according to the 
 rules of currency regulation and currency cooperation agreements29.  


It is also a practice of the investment’s preferences and issues in Ukraine: 


-  Factoring  benefits  (subsidies  to  enterprises,  guaranteed  and  soft  loans,  tax 
 exemptions and partial repayment) 


-  Special measures to limit and control the activities of foreign partners.  


     The  governmental  system  in  Ukraine  guarantees  the  rights  of  foreign  partners.  The 
 guarantees  usually  cover  activities:  involvement  in  the  domestic  legal  framework, 
 incentive for compliance with existing the investment cycle. As far as the international 
 level is concerned, it is the international level which is important to regulate:  


-  Identification of investments and investors; 


-  The terms of imports and foreign capital 
 -  Requirements for the joint business activities  
 -  Transfer payments  


-  The disputes in the judgment  between parties30    


      Speaking  about  multinational  company’s  activity  in  Ukraine,  firstly  it  is  necessary 
 to say that the restructuring of industries and infrastructure in Ukraine is slow and it is 
 one  of  the  main  factors  which  do  not  allow  Ukrainian’s  foreign  policy  to  enter  the 
 geopolitical space and construct the connection with the international level. Analysis of 
 the economic history of Ukraine since independence shows that the “point of collision” 


of the Ukrainian economy still is in external–economic sphere. 


       Nowadays,  Ukrainian  economy  is  not  independent  structurally,  that  is  way  today 
 the implementation of any decision about the internal economic strategy needs special 
        


29 Verkhovna Rada of Ukraine Portal  - http://portal.rada.gov.ua/control/en/index 


30 The Law of Ukraine  on Foreign Emconomic Activities , N 959 – XII, April 16, 1991



(34)foreign  and  domestic  policy  facilities.  However,  these  assignments  are  usually 
 impossible  to  manage  by  Ukrainian  internal  and  external  state  organizations.  That  is 
 why for successful multinational company’s activity it is necessary to implement some 
 additional economic strategy. This means that the basis of Ukraine’s economic strategy 
 should  be  putting  specific  projects  which  will  create  conditions  for  the  opening  of 
 international  banks,  offshore  mechanisms  and  service  tools  for  their  activities,  tax  
 harbors,  preservation  and  development  of  a  transcontinental  pipeline,  transport  and 
 telecommunication  infrastructure.  It  is  clear  that  these  projects  will  require  the 
 development of appropriate financial and economic transit activities of customs and tax 
 services, banking and other financial and investment institutions in Ukraine.   


        Today  the  most  successful  companies  on  the  Ukrainian  market  are  the 
 multinational  companies  of  the  industrialized  countries  –  the  USA,  Germany,  Britain, 
 France  and  others.  Obviously,  on  the  one  hand,  entering  of  the  market  by  the 
 multinational  companies  is  a  positive  aspect  for  the  national  economy  because 
 companies demonstrate the high effectiveness of labor and capital, which will lead the 
 country  to  new  technologies  and  effective  management.  On  the  other  hand, 
 multinationals are very indifferent to Ukrainian economic complex as a whole, because 
 they  are  oriented  only  on  including  of  the  high  profit  segments  of  the  Ukrainian 
 economy. This approach is a threat for the less profitable industries31. 


         The  most  popular  spheres  for  the  multinational  Russian  business  in  Ukraine  are 
 domestic industry and oil–gas infrastructure. (Gasprom, LUKOIL, the Alpha group and 
 others). That is why Ukraine today has gradually formed such an economic structure in 
 which  the  transitional  capital  plays  significant  role.  The  presence  of  multinational 
 companies  will  have  a  great  impact  not  only  in  the  market  segment,  but  on  the 
 Ukrainian economy and politics in general.  


       


31  “Uryadovi  Kurer”    The  Newspaper  of  Central  Executive  Authorities  of  Ukraine,  “The  Foundation of  Economic 
Independence” -  April 17, 2009  



(35)  2.2  Ukraine from Macroeconomic and Microeconomic Point of View.     


      Ukraine  has  an  industrial  economy  which  depends  on  energy  imports.  Its  main 
 industries  include  ferrous  and  nonferrous  metals,  machinery  and  transport  equipment, 
 chemical,  coal,  electricity  and  food  processing.  Ukraine  has  a  large  service  sector 
 accounting for nearly 50% of GDP. It includes electricity, gas and water supply which 
 provide  3.8%  of  GDP.  Agriculture  accounts  for  some  11%  of  GDP.  The  country  has 
 good prospects for growing32.  


      Any  consumer  in  any  country  in  the  world  is  the  main  player  in  the  marketing 
 process,  subject  and  object  of  marketing  influence.  Consumers  dictate  their  marketing 
 requirements  and  requests,  determines  the  demand  for  certain  products  or  product 
 categories and through its own needs, runs the mechanism of production and marketing. 


To operating in the Ukrainian market, it is important to understand the  consumers and 
 implement  successful  communication.  For  this  management  of  the  multinational 
 companies should have the experience in this field, use their own intuition as well as to 
 conduct regular and detailed examination.   


       Demographic  trends in Ukraine. 


      People  are  the  fundamental  basis  of  market  analysis.  The  population of  Ukraine  is 
 the second after Russia in the CIS, so the potential market in this country is extremely 
 large.  


Today,  the  largest  share  of  the  population  is  middle-age  group  (25-59  years)  and 
 adolescents  (14-24  years).  Together  they  make  up  2320533  million  (Figure  2.2). 


Inhabitance in this age is the relevant forms and the most promising areas of potential 
 market.  Teenage  group  is  characterized  by  high  consumption  in  entertainment, 
 restaurants and sweets "fast food". Large number of middle-aged consumers contribute 
 to the development of trade networks (supermarkets, etc.).  


      


       


32WTO/Country Profile/ Ukraine 


http://stat.wto.org/CountryProfile/WSDBCountryPFView.aspx?Language=E&Country=UA


33State Statistic Committee of Ukraine,  www. ukrstat.gov.ua
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