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The current state of the industry of Ukraine are considered at the article. The
author determined that the stabilization of the situation and further development of the
industry need first of all cessation of hostilities. It is necessary to implement effective
measures to combat corruption, the development of consistent, constructive and
concerted action on the formation of institutions guaranteeing stability, predictability
and transparency of the market rules and procedures that minimize the impact of
shadow factors, and implementation of professional privatization and limitation of
monopoly at the markets, forming a transparent, competitive business environment, the
introduction of new energy saving technologies. These measures will help attract
investment, increase production and improve enterprise profitability.
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Introduction. What economy of Ukraine needs today is the further development
for its advance in the modern industry as Ukraine aims for the global competiveness.
The industry is the crucial part of the country potential and it forms as the public
production key element the valid part of the Gross Domestic Product (GDP) and
national income. Underlying further prospects for growth over the coming years in
Ukraine it must be understood that the current state is being assessed in the growth
prospects perspective for Ukraine. For today, the economy demonstrates such depressed
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state and dismal fact as circumstances shrinkage of markets, increase of the foreign debt,
growth of rate of inflation, aggressive devaluation of hryvna, investment output (wave of
GDP falling having been covered since the third quarter of 2012 year). Specifically, in
the third quarter of 2014 compared to the same period of 2013 decline in GDP was 5.3%
[1]. The Industrial Production Index (IPI) in 2014 estimated as 89.3% (in 2013 IPI was
at 95.7% rate and in 2012 year IPI showed 99.3% respectively).

Analysis of recent researches and publications. The state of ukrainian economy
and the industry in particular, the factors that affect the industry are researched in many
publications, both foreign and Ukrainian authors. The state of the industry in Ukraine
analyzed O.I. Amosha, V.P. Vyshnevskyy, L.O. Zbarazska and others. [1]. The impact
of institutional factors on the industry investigated V.V. Dementyev [1] K. Shvab [3],
K. Basu [4] and others.

Previously unsettled problem constituent. However, there remain many
unresolved issues regarding the current state of industrial production and factors
affecting it.

The main purpose of the article. The aim of this article is to develop of
recommendations to increase production of industry in Ukraine and its development in
the future.

Basic material with substantiation of the result of the research. The
institutional environment (that is not perfect in Ukraine) influences industry and its
advance in the way. Making rankings to represent best world economies some
international experts even claimed that institutional arrangements can be principal factor
that contribute to the economy development. The ratings previously taken made Ukraine
take up the 76th position in the Global Competitiveness Index of the World Economic
Forum in 2013 (selecting from 144 countries). According to the international experts’
view the worst case took place in analysis of the status of the institutions (130), and
among the biggest challenges for the business they name: corruption, policy instability,
poor governance, inefficient government bureaucracy.

general instability in the country, etc. [2]. The World Bank experts report that
Ukraine takes up the 96th place out of 189 countries is the Doing Business-2015 rating
(Ukraine has challenges with electricity and namely with power supply networks which
makes Ukraine to take up the 185th place in the rating and Ukraine takes up the 142nd
place in the rating of defaulting countries due to their financial insolvency and etc.) [3].
Indicating a need to change strategic direction, in the corrupt practices rating
Transparency International refers Ukraine to the 144th place in the rating out of 175
countries [5]. Presenting an overall index, Ukraine takes the 162nd place out of 178
countries according to the level of economic freedom [6]. Referring to Ukraine in the
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term «repressed economy» experts indicate a need to change strategic direction as
Ukraine takes up the last place out of 43 European countries. The worst complexities in
Ukraine demonstrate such areas as guarantees property rights (for currently in Ukraine
there have been reported corruptive delinquencies; also the judicial system has been
reported as total risky and poorly protected especially in the private property rights), the
experts claim that investment opportunity development is in a deplorable state; Public
Finance Management leaves a lot to be desired and etc.

Starting with 2014 year, as it was stated above, there is a downtrend in the
Ukrainian industry as it has been reported to be in a weakened state and has clearly
demonstrated the tendency in industry reduction and production level drop. The 2014
year showed the 10.7 % decrease in industrial production what is the obvious downtrend
of economy in crisis. The economic collapse factors are such institutional factors as high
concentration in the industry, inefficient role of state as a business owner, corruption
schemes and so on and so forth. Thus, the total level of concentration in the industry in
Ukraine is quite high (in 2012 the top 10 Ukrainian companies provided 22% of total
sales, while and the top hundred companies provided 58.5% of the overall production).
In recent years the oligopolistic market of the domestic industry has shown a tendency
of growth, where the top 50-100 companies continue to gain market share and reports
revenue growth.

The mining industry saw the decrease of the production level by 13.7%, including
the reduction of coal mining production by 29.3% (the industry gained 44.7 million tons
of coal). The crude oil output also decreased and was down by 128 thousand tons and
the production of gas condensate dropped and was down by at 127 thousand tons. Let’s
stop in more detail on the development of the coal industry.

It should be noted that in recent years negatively on the development of the coal
industry were represented as macroeconomic and institutional factors. The lack of
sufficient investment, reducing government subsidies and other had negatively affected
the development of infrastructure and state assets (depreciation of fixed assets - 60%),
new mines under construction (eg, mine number 10 «Novovolynskay).

The reduced efficiency of the industry was caused by increasing loss development
of the companies (e.g. in 2013 year state coal mines in Ukraine increased losses of
production output by 27%); also, the decreased productivity was affected by institutional
factors such as lack of reforms in industry, incomplete privatization, corruption schemes
(value detraction can be exemplified by overvaluation of coal) and some other
contributing factors.

Some new affecting factors were added in 2014 year, namely: the imperfection of
international legislation and the deployment of military operations (shooting war) in
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eastern Ukraine, which have been influenced by the destruction of infrastructure,
shutting down or de-energization of power substations of mines wherefore having
resulted in almost half of the 150 mines are out of operation and not working any more.
According to the official data there was not taken profit from the beginning of June
2014, the cost of losses and damages in coal mines production of State Enterprise
«Artemvuhillya» and State Enterprise «Luganskugol» were estimated in more than 3
thousand tons and 2.5 thousand tons, respectively. The state enterprises in the areas near
the counterterrorist operation in the Donetsk and Luhansk oblasts are not working now;
the evacuation of the workers has been made [7]. At the end of 2014 on the territory
controlled by the Ukrainian government, there were 35 working mines (17 coal
producers were in a state of liquidation or conservation) [8]. The state mines produced
about 17 tons of coal.

The production index in primary processing industries of 2014 year was 89.9% in
comparison with 2013 year. This index thus includes the steel industry, having been the
productive potential and the basic sector of the economy for many years, the sector of
the budget-value and a source of foreign exchange earnings and revenue in the economic
turnover of construction materials. The steel industry, which is a number one player in
engineering, metalworking and construction sectors showed fall in 2014 year in
comparison with the last year by 14.9%.

Among other things, there was reduction of iron and steel production by 14.6%,
12.2% tubes (e.g. iron production fell up to 4.3 million of steel production fell up to 5.7
million tons). Other products of primary steel processing production fell up to 15.7%
production of metal structures production fell up to 29.9%. Until last year the factors
that negatively affect the steel industry, for the industry is dependent on the unfavorable
external economic situation (e.g. lower world prices for steel, falling prices for iron ore,
steel products in the world market) increased competition in the European and Asian
markets in non-full potential of the domestic market consumption of steel products,
inadequate investment, increased the systemic, structural, organizational and other
problem areas (e.g. energy and specific resource production, technological
backwardness, lack of intra, inter-sectoral cooperation, low environmental performance,
etc.), which resulted in an imbalance of production and increased costs.

Also, the reduced quality products added new factors related to the deployment of
combat actions in the southeast of the country, where there were the significant share of
capacities in the industry. Thus, a number of companies: PJSC «Alchevsk Metallurgical
Plant», «Stakhanov Ferroalloy Plant», LLC «Steel», «Yenakiyevo Metallurgical Planty,
«KhTW»y, JSC «Donetsk Electrometallurgical Plant», «Metals and Polymers» were
damaged to infrastructure as a result of military operations (e.g. erosion of the bridge in
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Zaporizhzhya region), the debt of public enterprises, the state budget, higher tariffs for
freight complicated operations, timely supply of resources has led to shortage of
working capital companies, resulting happened forced the shutdown of several plants in
MMK «llyich Iron and Steel Works of Mariupol» and the «Azovstal» and the temporary
suspension of all investment projects.

Manufacture of chemicals and chemical products in 2014 compared to last year
decreased by 14.7%. Chemical industry as the leading field has been for many years
specialized in the production of mineral fertilizers saw fall of production: the chemical
complex of Ukraine reduced production up to 23.7%. Ukraine possesses significant
capacity for the production of ammonia, which is the base of mineral fertilizers.
However, this area is monopolized and dependent on world conditions and high energy
utilization system of the Ukrainian fertilizer than analogous indicators of enterprises
industrialized countries. Enterprises that are not withstanding of competition from the
countries with more cheap raw materials are gradually losing the world market.

Under the influence of industrial-technological, financial and economic,
institutional (governance, the introduction of new rules and laws, tariff and tax laws),
internal factors (seasonal fluctuation of the mineral fertilizers consumption) and external
(e.g. price volatility) factors, most enterprises producers of fertilizers (PJSC «Nitrogen»
Concern «Stirol», «Severodonetsk association Nitrogen», «Rivneazot» SCR) are
working with a loss more than a year, reducing production and bringing some companies
to near bankruptcy.

Conclusion and further research directions. Development of industry,
stabilization and formation of a new economy of Ukraine require primarily the cessation
of hostilities. Equally important for the further: implementation of effective measures to
combat corruption; privatization and implementation of professional monopoly
restriction on the markets; the formation of transparent competitive business
environment.

In order to ensure the efficient operation of the coal industry should: restore the
functioning of coal companies temporarily ceased operations as a result of military
action, based on modernization of technological equipment. Make consolidation and
corporatization of public enterprises. Making a gradual transition to market conditions
through privatization that will attract private investment and promote modernization; the
gradual transition should be made that will allow industry to take self-sustaining
unsubsidized mode and become independent. Restrict vertical integration business,
reduce administrative barriers, implement measures to reduce the size of transaction
costs, increase the speed of business processes there should be done. It is necessary to
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accelerate the elimination of wasted coal mining and processing enterprises with parallel
solution of social problems in the release of labor.

The Ukrainian steel industry has been demonstrating negative tendencies for
extended periods, (e.g. high cost of energy, depreciation of assets, outdated technology,
etc.). These persistent negative trends in the industry are loaded by difficult global
conditions. That is the time when industry is in high need of investment, modernization,
technical and technological makeover.

The chemical industry should be modernized, including the Ukrainian fertilizers;
the increasing competitive advantage in the global market needs to attract investment,
new, economical use of gas.

In Ukraine there should be taken serious measures to tackle corruption in order to
form a flexible system of public administration, harmonization functions of the state and
the market; develop a system of consistent, constructive and cooperative action on the
formation of institutions matched guarantee stability, predictability and transparency of
the market rules and procedures to minimize the impact of shadow factors. These
measures will help attract investment, increase production and improve enterprise
profitability.
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CTAH IPOMUCJIOBOCTI YKPAIHU TA LIUISAAXHM i MOJAJIBIIOIO PO3BUTKY
Cxuba Mapuna Banepiiena,
KaHouoam HAayK 3 0epicagHo20 YRPaeaiHHA, 00UEeHm, 00UeHm Kagedpu eKoHOMIUHOT meopii,
Hauionanvnuit nedazoziunuii ynieepcumem imeni M.I1. /[pazomanosa, Ykpaina
Y emammi pozenanymo cmamn npomucnosocmi Yxpainu. Asmopom eusHaueno, wo cmaobinizayis
cumyayii ma nooanbwull po3eUMOK NPOMUCIO80CMI HOMpebYIomb 6 nepuiy 4epzy HNpPUNUHeHHs
giticbkosux Oill. Heobxionum € 30iticnenHs di€gux 3axo0ié CNPAMOBAHUX HA OOPOMbOY 3 KOPYNYIEr,
PpO3pobKa cucmemu NOCAi006HUX, KOHCMPYKMUBHUX, V3200HCEHUX Ol U000 (YOPMYBAHHI IHCMUNIYMIS,
AKI eapaHmyioms cmabilbHiCMb, NPOSHO308AHICMb MA NPO30PICMb PUHKOBUX NPABUNL I Npoyeoyp,
MIHIMI3YIOMb BRIUE MIHLOBUX YUHHUKIB, A MAKONC CNPULIOMb 30IUCHEHHIO NPOQeCitiHoi npueamuzayii
ma 0OMedCeHHIO MOHONONIZMY HA DPUHKAX, (QOPMYBAHHIO NPO3OPUX KOHKYPEHMHUX YMO8 BeOeHHs
Oi3Hecy, 6NpPOBAOICEHHI0 HOBIMHIX, eHepeo- ma pecypcosbepicarouux mexnoaoz2it. Peanizayis
3a3HAYEHUX 3aX00i8 CHpUAMUME 3ALYYEHHIO [H8eCMUYil, 3pOCMAaHHIO 00CA2i6 6UpoOHUYMBa ma
npubymrKo80Ccmi niONPUEMCma.
KurouoBi ciioBa: npomucnosicme Yxpainu, eyeinbHa, Ximiuna, Memanypeiina npomMuciosicneo,
IHCMUMYYItiHI YUHHUKU, 0epAHCcABHe YNPABILIHHS.

COCTOSAHHUE NPOMBILIJIEHHOCTHU YKPAUHBI
U IIYTH EE JTAJTBHEVIIET O PA3BUTHSI
Cruba Mapuna Banepvesna,
Kanouoam HayK 20Cy0apCcmeenno20 ynpasieHus, 00yeHm,
oouenm Kagheopvl IKOHOMUYUECKOT meopuu,
Havyuonanwnwiii nedazozuueckuii ynueepcumem umenu M.IL. /Ipazomanosa, Ykpauna
B cmamwve paccmompeno cocmosinue npomviuinennocmu Ykpaunul. Asmopom onpeoenero, umo
cmabunuzayus cumyayuu u oavHelulee pazeumue npoMblULIeHHOCIU HYHCOAIOMCs 8 NepeyIo 04epedb
8 npexkpaweHuu 60ennblx oeticmeuu. Heobxooumo ocywecmeums OelicmeeHnvie mMepsl, HaNPAasieHHble
Ha Oopvby ¢ Koppynyueu, pazpabomKy —cucmemvl NOCIE008AMENbHLIX, KOHCMPYKMUBHDIX,
CO2NACOBAHHBIX Oelicmeull No  QOPMUPOBAHUIO UHCMUMYMO8, 2aPAHMUPYIOWUX CMAOUTLHOCb,
NPOCHO3UPYEMOCIb U NPO3PAYHOCHb DBIHOYHBIX NPAGUL U HPOYEOYp, MUHUMUSUPYIOWUX BIUAHUE
meHegblX  (pakmopos, a  makdce  CHOCOOCMEYIOWUX — OCYWECMEIEHUIO  NPOGhecCUuOHAIbHOU
npueamuzayuu U  O2PAHUYEHUI0  MOHONOJUSMA HA  PLIHKAX, (QOPMUPOBAHUIO  NPO3PAUHbIX,
KOHKYPEHMHBIX YCNI08ULl 8e0eHUsl OU3Hecd, 8HeOPeHUl0 HOBEUWUX IHep2O- U pPecypcocdepezaroujux
mexnonoeuu. Peanuzayus ykazannvix meponpusmuti 6yoem CnocooOCmeoeamsv  NpUGIeHUeHUIo
uHgecmuyuil, pocmy 00beM08 NPoU3800CmMea U NPUd bIILHOCMU NPeOnPUAMULL.
KuroueBble cioBa: npomvluiienHocms YKpaunsl, y2eonbHas, XUMuieckds, Memanirypeuieckas
NPOMBIUIEHHOCMb, UHCIMUMYYUOHAIbHbIE haKmMOpbl, 20CYOapCMEEeHHOE YAPAGIEHUE.



