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Core Trends in the Development of the Industrial Sector
in the Ukrainian Regions

The deepening of the processes of European integration updated the need for Ukraine to increase the
competitiveness of products of domestic producers to the level of the EU member states. The solution to this
problem is impossible without structural modernization of Ukrainian industry. In its turn, the choice of directions
and mechanisms for the practical implementation of the new state industrial policy in Ukraine (in particular, at
the regional level) should be based on the results of relevant analytical assessments.

The purpose of the article is to determine the key trends in the development of industry in Ukraine based on
the evaluation of the dynamics of the values of indicators that systematically characterize the level of functioning
of the industrial sector of the national economy in a regional context.

The results of the analysis revealed that industry remains the leading type of economic activity in Ukraine
with a share of 34.1% in the volume of sales of products (goods and services) in 2017. That year the industrial
sector of the national economy significantly increased production, export and investment activity, and also
reached a higher level of efficiency, in particular, resource (return on assets and labor productivity) and economic
(operating profitability, profitability and return on assets). At the same time, there was a further decrease in
the level of capital and innovation activity of the industry. To a certain extent, this is due to a slowdown in the
dynamics of investment processes — the growth rate of capital investment in industry decreased by 18.4 pp.

In order to counteract the established negative trends in industrial development (first of all, deterioration
of the structure of assets and decrease of innovation activity, in particular, reduction of the share of innovative
products in the total volume of industrial products sold, etc.), as well as for the further growth of profitability of
the subjects of industrial activity and increase of the share of industry in commodity exports, the implementation
of a complex of organizational and economic and financial mechanisms in the following areas: stimulating the

level of innovation activity; activation of attraction of direct foreign investments; increasing export potential.
Key words: industry, production, export, assets, investments, innovation, efficiency, development.

Problem setting. The industrial sector of the
national economy lays the solid financial grounds
for socio-economic growth in Ukrainian regions. In
2017, the shares of industry, trade and agriculture
in the domestic GDP (by production method and
in reported prices) were 21.7%, 14.1%, and 10.2%,
respectively [1]. The industry had the largest
employment: 2440.6 thousand persons or 15.1% of
total employment (against 2182.3 thousand in trade
and 658.8 thousand in agricultural sector, or 13.5% and
4.1% respectively). [2]. The share of large tax payers
in this economic sector in the total tax revenues to the
public budget was higher than 40%. The industry is
the principal part (with the share of 60%) in the value
added chain of the Ukrainian exports.

However, in spite of possessing large industrial
capabilities along with the transit, natural, resource
and human capital, Ukraine had 30-fold lower
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industrial output and nearly 44-fold lower gross
value added than Germany, the EU leader (according
to the author’s calculations made on Eurostat data
[3]). The domestic industry specialization is typical
for countries with the commodity-based model of
economy, resulting in the poor competitiveness by
technological level: the share of high tech industries
in the total industrial output in Ukraine is 1.8 times
less than in a country like Poland, and their share in
the exports is even lower (3.2 times less).

The intensifying Eurointegration processes have
emphasized the need to enhance the competitiveness
of Ukrainian manufacturers to the level EU member
countries. This objective cannot be achieved without
structural modernization of the Ukrainian industry.
The choice of directions and mechanisms for practical
implementation of the new industrial policy of Ukraine
(at regional level in particular) has to be based on the
results of respective analytical assessments.
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Materials and methods. Given the central role
of the industry in the socio-economic development
in Ukraine and in gaining competitive positions on
global commodity markets, comprehensive studies
of this economic sector have been performed by
outstanding domestic researchers, first of all by
representatives of the National Academy of Sciences
(NAS) of Ukraine. Scenarios and future areas of
the industry development in Ukraine in view of
economic, social and ecological safety are outlined
by the research team from the Institute of Industry
Economics of the NAS of Ukraine [4]. Issues of
financial, monetary, budget and tax support for neo-
industrial development and its ecological regulation
in Ukraine are highlighted in [5]. Modern tendencies
in the development of production systems in the era
of Industry 4.0, with focus on the European platform
for smart specialization of the industry, are analyzed
in [6]. Researchers from the Institute for Economics
and Forecasting of the NAS of Ukraine have made
in-depth studies of the dynamics, tendencies and
perspectives of the domestic exports in the conditions
of the free trade zone between Ukraine and EU [7].
But the regional dimension of the industry economics
in Ukraine still requires detailed assessments.

The purpose of the article is to determine the key
trends in the development of industry in Ukraine
based on the evaluation of the dynamics of indicators
that systematically characterize the national industry
performance in the regional context.

It should be noted that the population of
Ukrainian regions does not include the city of Kyiy,
because the parameters, studied below, are extremely
high for it, which causes essential variations with
respective indicators for the rest of regions.

Results of the study. In spite of the slowing rates
of the industry development in Ukraine due to the

impact of many factors (socio-political, monetary etc.),
the industry still remains the core type of economic
activities. The share of industrial output in the total sales
of goods and services in 2016 reached 34.6%, against
32.5% in 2012, but in 2017 it fell by 0.5 percentage
points (p. p.) (see Table 1, the author’s calculations by
use of data from [8; 9] and Chief Statistics Departments
in Ukrainian regions). This share grew only in seven
regions (against 15 in 2016), with the highest growth
recorded in Donetsk (by 6.2 p. p.), Ivano-Frankivsk (by
6.2 p. p.) and Poltava (6.0 p. p.) regions.

Our analysis of the Ukrainian regions by
industrialization level is based on the share of industrial
products in the total sales of goods and services. The
top five regions which economy has the highest level of
industrialization were Donetsk, Zaporizhzhia, Ivano-
Frankivsk, Poltava and Sumy regions, with the shares
larger than 60%. The cumulated share of these regions
in the total sales of industrial products was 34.23%
in 2016, of which 12.47% accounted for by Donetsk
region, 9.04% and 8.72% — for Poltava and Zaporizhzhia
regions. Since 2014 and on, the largest share (=20%) in
the total has been in Dnipropetrovsk region.

The index of industrial output in Ukraine grew
essentially in 2016 (to reach 2.8%, after the negative
dynamics in 2012-2015), but fell in 2017 by 2.4 p. p.
(see Figure 1, the author’s calculations by data from
[8; 10; 11]). At the same time, the rate of growth in
the total sales of industrial products was higher by
0.2 p. p. in 2017 (after 3.2 p. p. decrease in 2016).
However, the core reason for its increase was the
increased index of producer prices in the industry.
That is, the production activity in the Ukrainian
industry (in value terms) was going up in 2015-2017
on account the heavy inflationary pressure.

The rates of growth in the total sales of
industrial products were up in 2017 in 12 regions,
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Fig. 1. The dynamics of industrial production indicators in Ukraine, %
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Table 1

Industry indicators, by Ukrainian region %)

The share of industrial products in the | The rate of growth in the total sales of industrial

Region total sales of goods and services products
2011 (2012|2013 (2014 | 2015|2016 |2017 | 2011 | 2012 | 2013 | 2014 | 2015 [2016 | 2017
Ukraine 32.7(32.5(32.7|34.3134.4)134.6|34.1| 251 | 48 | -3.3| 8.0 24.3 |24.5| 21.7
Vinnytsia 50.1 | 488 | 54.6 | 46.2 | 42.5 | 4441 435] 160 | 7.3 | 132 | 21.0 | 37.8 | 24.5| 19.3
Volyn 278 21.6]119.412231232(223]1193] 291 | 7.7 | -3.5| 255 | 42.0 |20.3| 25.0
Dnipropetrovsk | 43.5 | 49.2 | 49.0 | 53.1 [ 51.8 | 51.4[49.1] 20.5 | 99 | -13 | 159 | 200 | 142 27.2
Donetsk 39.0 [ 36.4]383]|47.1]586[609]|67.1| 314 | -94| -89 |-19.7| 7.7 9.1 | 28.2
Zhytomyr 5281542518485 (545458419 192 | 139 | 04 11.3 | 409 1309 | 10.3
Zakarpattia 33.6136.233.4]320(|344|455]|45.0] 252 [ 123 | 0.8 11.1 | 244 1332 21.3
Zaporizhzhia 65.666.4169.4|708(|71.2]703]663| 21.8 1.2 | —44 | 240 | 33.7 | 17.0| 21.9
}?ﬁzﬁ?{‘ivsk 69.9 1659|531 (592645552614 748 | 45 |-129| 142 | 382 | 7.3 | 31.0
Kyiv 24812481283 |261(256]266]|276| 187 | 243 | 157 | 3.1 247 | 2271 10.0
Kirovohrad 36.51352139.8]136.0(358(|34.1]352] 224 [ 296 | 17.0 | 11.5 | 129 | 95 | 1.1

Luhansk 76.8172.0169.7|73.4(73.9]606|584| 32.2 |-13.6]-14.0] —-53.8| —28.9 | 35.9 [ —29.9
Lviv 26.5126.41264(264(326353]|349| 263 | 7.7 | 0.7 | 143 | 47.8 | 23.7| 26.3
Mykolaiv 44.71 4584181403 [36.1[386]|403] 17.7 [ 99 | -63 | 13.7 | 358 |326| 15.7
Odesa 19.9(20.21203|215]|253|21.1]1206]|-123| 4.0 | 25| 21.7 | 589 | 99 | 14.5
Poltava 66.4 | 67.7]1643[657|61.1[685]|745| 226 | 10.8 | -11.3] 21.3 | 28.4 | 29.5| 34.0
Rivne 60.5|47.8]55.1]150.863.0|632](608| 225 [-19.7| 286 | 22.0 | 40.2 | 16.0| 17.6
Sumy 71216791694 (664(61.0[51.5]496]| 595 | 62 | -40 | 11.2 | 38.0 | -1.7| 187
Ternopil 24111581162 |155(18.0|356]363| 483 | -46 | 5.0 16.3 | 43.3 | 21.7] 31.5
Kharkiv 37.8|433]|482139.71475|563 559 215 220 | 09 |-11.2] 643 |34.5]| 20.2
Kherson 396|38.0[403|37.8|38.0|46.3|43.0| 147 [ -70| 6.6 11.3 | 429 | 486 9.3
Khmelnytskyi | 52.5|50.5|50.3|37.9|34.8]|36.7|355| 274 | 105 | 56 | —-86 [ 250 | 22.0| 29.8
Cherkasy 52.3150.8]509]51.3[462|49.5(479| 209 | 123 | =51 | 23.2 | 279 |20.4| 17.8
Chernivtsi 32.213091327|325|37.7|45.6|386| 27.4 1.0 | -0.2 | 141 | 459 [38.1] 10.7
Chernihiv 56.41583]562|538|46.4(50.6]|49.4| 255 | 272 | -3.2 | 16.7 | 281 |37.8| 22.5

with the highest ones recorded in Ivano-Frankivsk
(23.7 p. p.), Donetsk (19.1 p. p.), Sumy (18.7 p. p.)
and Dnipropetrovsk (13.0 p. p.) regions (see Table 1).
Due to the intensive growth in the production
activity in Donetsk region in 2017, this region could
approach, by 99.68%, the level of 2011 by the total
sales of industrial products. However, in Luhansk
region, the essential increase in the rates of growth
of the total sales of industrial products (up to 35.9%)
was reversed in 2017, when the production activity
fell down below the level of 2015. As a result, the total
sales of industrial products in this region made only
23.26% of 2011.

A negative tendency in the domestic industry is
its weakening export positions. The share of industrial
goods in the total exports of goods and services from
Ukraine fell by 16.2 p. p. in 2011-2016 (see Table 2,
the author’s calculations by use of data from [8; 12]
and Chief Statistics Departments in Ukrainian
regions). It so happened because this share decreased
in 15 regions of Ukraine.

In 2017, the share of industrial goods in the total
exports of goods and services from Ukraine grew by

1.8 p. p. and reached 61.3%, against 75.7% in 2011.
The growth was recorded in 11 regions, especially in
Ivano-Frankivsk (by 20.9 p. p.) and Chernihiv (by
17.7 p. p.) regions. Industrial products used to prevail
in the export structure in Dnipropetrovsk, Donetsk,
Zakarpattia, Zaporizhzhia, Luhansk, and Poltava
regions, where their shares reached 80%. But in Kyiyv,
Mykolaiv, Odesa, Khmelnytskyi, and Chernihiv
regions, the share of industrial goods in the total
exports was smaller than 50%.

The rates of growth in the exports of industrial
products from Ukraine fell down in 2012-2016 to
below zero level, but rapidly grew in 2017, to reach
19.82%. The rates were up in all the regions (except
for Kyiv, Kirovohrad, and Luhansk regions), with the
most essential growth recorded in Cherkasy region
(1.46 times). The intensified export activity of the
domestic industry in 2017 increased the share of
exports in the total sales of industrial products by
0.8 p. p. This share was up in 14 regions; its average for
Ukraine was 33.4%, against 37.8% in 2011. The export
activity of the industry in 2017 grew to the highest
extent in Ivano-Frankivsk region. As a result, the
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Table 2
Indicators of industry exports, by Ukrainian region
(%)
The share of industrial goods in the total [ The share of exports in the total sales of
Region exports of goods and services industrial products

2011 {2012 ] 2013 [ 2014 [ 2015|2016 | 2017 [ 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017

Ukraine 75.7169.2166.8]67.0]60.9(59.5]|61.3|37.8|34.232.2]36.7]|36.1(32.6]33.4
Vinnytsia 83.2 1772 1750|668 |669|729]686[22.1]19.1[173]20.8|31.3]37.0]37.5
Volyn 80.4183.0|752]79.1[794[799|77.0|41.5]|37.7[378]51.2[61.0]57.8]52.7
Dnipropetrovsk 95.0 [94.9193.3194.5[93.8]950]96.3|40.6 [36.2]354]40.7 | 453 |42.4 ] 41.8
Donetsk 96.0 | 93.8 |1 94.4 |1 93.5 1 89.4 | 86.7 |1 93.7 | 50.9 | 45.8 | 44.6 | 55.7 | 41.7 | 41.3 | 42.6
Zhytomyr 90.7 | 87.3 1 85.5| 773|793 |74.1]723]26.7]247]269]354]31.9]29.5]333
Zakarpattia 94.7 [ 94.8 1 80.9 | 86.6 | 83.1 | 84.4 | 82.0 | 44.5 | 40.8 | 47.8 | 54.0 | 51.3 | 52.8 | 54.7
Zaporizhzhia 82.8191.5]92.3|91.1 |188.3|85.8|86.6|35.6|37.9]36.5]|43.5]|453]353]|387
Ivano-Frankivsk 87.7 (8821741 716712537746 (29.7]245| 145|187 |18.7 [ 23.1 | 29.3
Kyiv 68.2 1622|586 |58.7]552]520]49.3 258|212 |17.5]23.1|27.5]24.7|23.1
Kirovohrad 82.9185.6190.2 | 86.1 | 71.8 1 69.0 | 67.4 | 25.2 | 28.2 | 43.9 | 42.8 | 29.6 | 31.8 | 26.6
Luhansk 94.7195.5]95.0 1 92.9191.9 ] 96.1 | 84.6 | 53.0 | 39.5 | 38.7 | 67.1 | 22.9 | 31.3 | 25.9
Lviv 85.7 18241731702 ]66.5|67.6|68.5]287]29.5]|285]36.2]39.1]39.9]40.8
Mykolaiv 59.5150.2 1389 |38.7]36.7|33.1]|34.8|403]43.2|384]413]47.0]38.2]40.7
Odesa 46.1 |1 50.8 | 42.7 | 40.6 | 39.2 | 33.9 | 37.7 | 36.4 | 42.9 | 34.5 | 40.0 | 41.9 | 33.9 | 38.3
Poltava 83.9 (9281916 (853827 [81.8]80.4|31.2]31.7]28.0]259]249 (213]21.0
Rivne 80.3180.2179.3|79.2|81.2|76.1]69.6]269]30.2]|221]|257]|264|21.7]21.2
Sumy 92.5[90.1 1886 [81.2]763|[79.1]662333]34.1]289]283]29.2(31.7]287
Ternopil 86.0 [ 70.4 |1 61.4 [ 57.0 | 57.2 [ 57.0 1 59.3 [ 21.1 | 182 | 25.6 | 29.8 | 30.8 | 33.1 | 31.8
Kharkiv 76.4 (74917251741 (6776711639 |206 181 ]17.3]269 204 |14.4]13.9
Kherson 58.5 15731613469 ]524]49.2]528]|16.1]16.4|185]183|17.5]|13.6] 16.0
Khmelnytskyi 66.7 [ 65.5]68.558.0 463 |543]49.0| 151158 |16.5(229]21.4(19.2]20.3
Cherkasy 785 (7661729 |64.2 606|576 |64.3|233[195]151]13.0 124|125 ] 16.1
Chernivtsi 90.4 | 87.9 1859 | 72.8 166.0 | 72.7 | 66.6 | 25.4 | 23.0 | 23.8 | 26.7 | 27.2 | 27.5 | 29.7
Chernihiv 65.6 | 64.0 | 63.9 [ 58.1 | 45.7 [ 30.9 | 48.6 [ 21.3 | 145|157 | 22.7 | 20.2 [ 17.7 | 17.8

share of this region in the total exports of industrial
goods from Ukraine grew by 0.49 p. p. Also, a growth
was recorded in Lviv (0.18 p. p.), Odesa (0.13 p. p.)
and Cherkasy (0.27 p. p.) regions. However, the export
capacities of the domestic industry are determined by
Dnipropetrovsk, Donetsk, and Zaporizhzhia regions,
which cumulated share in the industry exports is
higher than 50%. The respective shares of each of
these three regions in the total exports of industrial
goods in 2017 made 25.37%, 15.68%, and 10.03%
(against 18.64%, 31.18%, and 6.64% in 2011).

2015-2016 marked the recovery of capitalization-
related activities at industrial enterprises: the rate of
growth in non-current assets increased by 6.9 p. p.
relative to 2014 (Table 3, the author’s calculations
by data from [13] and Chief Statistics Departments
in Ukrainian regions). But this rate decreased again
in 2017 (by 3.4 p. p. in average), being negative in
four regions: Dnipropetrovsk, Donetsk, Luhansk,
and Mykolaiv; in the latter two regions the strongest
decrease was recorded.

At the same time, in spite of the rapidly falling
rates of growth in non-current assets (from 15.2% in
2011 to —5.6% in 2017), industrial entities located in

Donetsk, Dnipropetrovsk, and Kyiv region had the
largest production capacities among the Ukrainian
regions. The cumulated share of the three regions in
the structure of non-current assets of the domestic
industry was nearly 50%.

The share of non-current assets in the total
industrial assets in Ukraine, which decreased by
11.9 p. p. in 2014-2017, has continued to go down.
In 2017, it decreased in 13 regions (against 21 regions
in 2016), with the strongest decrease (24.9 p. p.)
recorded in Mykolaiv region. The decreasing capital
activity worsened the structure of industrial assets
in Ukrainian regions. In 2017, non-current assets
dominated in the structure of industrial assets only
in two regions (Zakarpattia and Kyiv): their share,
higher than 50%, met the recommended level, whereas
in 2013 such regions numbered 14.

In fact, the negative dynamics of non-current
assets shows that the Ukrainian industry has lost
its production capacities. For comparison, in Poland
the share of non-current assets in the industrial
assets continued to be higher than 60% and had
upward tendency: from 61.1% in 2011 to 63.8% in
2017 (the author’s calculations by use of data from
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Table 3
Indicators of capital in the industry, by Ukrainian region

(%)

Region The rate of growth in non-current assets The share of non-c:;;(e;lgst assets in the total

2011 [ 2012 ] 2013 [ 2014 | 2015 | 2016 | 2017 | 2011 [ 2012 | 2013 | 2014 | 2015 | 2016 | 2017
Ukraine 13.0(45.2) 7.9 | 3.4 | 81 |10.3| 6.9 | 47.6 | 54.5 | 55.2 | 53.1 | 49.0 | 45.6 | 43.3
Vinnytsia —4.1141.41208| 1121285 12.6 | 19.5 | 46.1 | 50.8 | 51.3 | 56.1 | 52.3 | 47.2 | 42.0
Volyn 22 |1 79| 31| 55322 52 |17.1]50.7 | 53.0 | 53.6 | 51.2 | 49.4 | 44.5 | 42.5
Dnipropetrovsk 204 20 | 14| 414 | 01 99 | -4.1|53.1]|541|525]550]|49.7|46.0| 375
Donetsk 1521108 | 75 | -1.8| 81 | 15| -56| 432 | 484 | 49.0 | 499 | 47.7 | 42.2 | 37.7
Zhytomyr 66 1209 58 [ 10.0 | -18|273| 71 | 563|589 | 57.6| 557 | 52.1| 50.4| 48.4
Zakarpattia 68 | 261 86 | 152 | 241|160 | 59 | 49.6 | 53.2| 579|569 | 554 | 53.8 | 51.2
Zaporizhzhia 19.7 1 25.7 | 4.5 | 24.8 | 17.8 | 3.0 | 15.2 [ 50.6 | 55.1 | 54.9 | 53.7 | 52.1 | 44.0 | 40.6
Ivano-Frankivsk | 26.4 | 25.5] 21.8 1 206 |-17.3] -1.9] 23.1| 542 | 652 | 61.9| 59.4 | 35.6 | 31.3 | 32.7
Kyiv 84 1210|319 13.0| 126 | 189 | 142 | 51.2 | 51.2 | 55.1 | 54.5 | 52.8 | 53.2 | 60.9
Kirovohrad 16.7 | 14.3 | 11.2 | 134 —69 | —49| 40.4 | 35.5| 35.8 | 36.2 | 41.0 | 45.7 | 43.5 | 44.5
Luhansk 41 | 185|-356| 7.4 |-150] 2.3 |-17.4| 463 | 463 | 43.4| 43.2| 36.3 | 29.4 | 28.1
Lviv 82 | 215|193 72 | 74 | 9.7 | 38.6 | 48.7| 51.3| 53.7 | 48.1 | 44.7| 37.4| 41.0
Mykolaiv 56 | 99 | 21.3| —4.212499| —-5.5|-60.5| 44.9 | 41.2 | 45.0 | 43.4| 63.1 | 60.6 | 35.7
Odesa 311469 22| 04 | 119 123 9.4 | 53.8]| 629 628 50.4| 529 | 49.5| 47.3
Poltava 87 | 306 158 124 | 47 | 22 | 193 | 404 | 46.4| 485| 458 | 404 | 37.5| 41.3
Rivne =22 117 313 234 -0.1| -29| 54 | 42.2| 39.8| 39.3 | 44.9| 37.6 | 36.1 | 43.4
Sumy 176 36 | 54 | 63| 69 | 151 | 184 | 425] 40.2| 411 | 354 ] 32.2| 33.9| 334
Ternopil 0.0 |-11.1] 38.5| 13.4|-37.0] 19.0| 24.3| 50.5| 48.1| 57.2| 58.3| 425 34.2| 37.5
Kharkiv 1.1 1254 60| 51| 70 | 159 24.3| 38.8| 37.0| 38.9| 37.1| 34.5| 32.7| 33.9
Kherson 145 14.4| 11.4| -5.1| 13.6| 6.4 | 25.6 | 439 449 52.1 | 429 39.6 | 35.7| 41.5
Khmelnytskyi 1491 126| 11.3] 6.3 | 18.0| 98 | 26.5| 56.1| 57.0| 58.6 | 53.2| 51.5| 48.0| 48.6
Cherkasy 383 218 -1.71 26| 23| 69| 93] 269 26.7] 28.1| 226 19.5] 196| 21.2
Chernivtsi 4.4 |-120] 68 | —4.4| 21.4| 141] 85 | 59.8| 58.6| 63.2| 58.7| 58.9| 50.3| 47.7
Chernihiv -10.7| 17.4| 204 | 18.7| 63 | 158 13.2| 40.5| 45.5]| 49.0| 49.6| 429| 35.4| 32.7

the Central Statistical Office of Poland [14]). The
decreasing share of non-current assets in the total
industrial assets in Ukraine limits the capabilities for
its future development. This problem is aggravated
by the dominance of resource-intensive and energy-
intensive technologies, high depreciation of fixed
assets (59.1%), especially in manufacturing industries
(64.6%), and negative dynamics of investment
processes.

Beginning with 2012, the rate of growth in capital
investment in the Ukrainian industry was downward,
and beginning with 2013 the similar trend occurred
in the rate of growth in e foreign direct investment
(FDI), which fell below zero level in 2014-2016
(see Table 4, the author’s calculations by use of data
from [15; 16] and Chief Statistics Departments in
Ukrainian regions). In 2016, the former indicator
grew substantially (by 32.7 p. p. relative to 2015),
and approached the level of 2011 (the difference was
7.8 p. p.). But the rate of FDI growth in the industry
continued to fall (to —28.4%). As a result, the share

of the industry in the total FDI in 2016 decreased by
5.1p.p.

In 2017, the average rate of growth in capital
investment in the Ukrainian industry decreased by
18.4 p. p. (to 15.9%). Its decrease was registered in
18 regions, with the strongest one (to below zero
level) in Luhansk, Kyiv, and Mykolaiv regions. At
the same time, Vinnytsia, Volyn, Dnipropetrovsk,
Zaporizhzhia, Kharkiv, and Kherson regions could
increase the capital investment in the industry, with
the strongest increase (3.7 times) in the latter region.
The highest capacities in terms of capital investment
in the industry were kept by Dnipropetrovsk,
Donetsk, Zaporizhzhia, and Kyiv regions: their
respective shares in 2017 were 22.57%, 9.14%, 9.17%,
and 10.58% .

Ukraine could overcome the persisting negative
tendency of 2013-2016 in the inflow of FDI to
the national economy as a whole and industry in
particular. In 2017, the average rate of growth in FDI
to the domestic industry reached 11.0%. The rate
became positive in 15 regions (against 4 in 2016).
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The highest growth in the industrial FDI in 2016 and
2017 was recorded in Chernihiv region: 209.11i83.8%
respectively. High rates of growth in FDI (more than
18%) were reached in Dnipropetrovsk, Zaporizhzhia,
and Lviv regions. Kharkiv region could slightly
increase FDI in the industry (by 2.9%) its cumulative
reduction in 2012-2016 by 52.1%. This region had
the lowest share of industry in the total FDI, which
dynamics was nevertheless upward: 34.1% in 2017
against 16.1% in 2011.

Due to the intensified inflow of FDI to the
domestic industry in 2017, the industry’s share in the
total FDI in Ukraine grew by 7.9 p. p. This growth
was reported by 14 regions; the highest one was in
Donetsk (by 16.9 p. p.) and Lviv (by 15.5 p. p.) regions.
The highest shares (more than 80%) of the industry in
the total FDI could be kept in Zhytomyr, Zakarpattia,
Luhansk, Cherkasy, and Chernihiv regions. But the
largest potentials in terms of attracting FDI to the
industry are in Dnipropetrovsk region (leaving the
rest of the regions far behind), although its share in
the total FDI in the domestic industry decreased by
nearly twice in 2016—2017 in relation to the previous
period.

To sum up this part of the study, the investment
climate in Ukraine could be considerably improved,
which is confirmed by the increasing rates of growth
in FDI in the domestic industry.

The innovation activity of the domestic industry
grew in 2015-2016, but decreased in 2017. The
share of enterprises introducing innovation in the
total number of industrial enterprises reduced by
2.3 p. p. relative to 2016, and the share of innovation
expenditures in the total capital investment
decreased by 13.3 p. p. (see Table 5, the author’s
calculations by data from [16; 17; 18] and Chief
Statistics Departments in Ukrainian regions). As a
result, the share of innovation expenditures became
2.5 p. p. smaller than in crisis-hit 2014. The share of
innovative products in the total sales of industrial
products was falling year by year in the period under
study (the cumulative decrease was 5.43-fold), and
made only 0.7% in 2017. Note that this indicator is
missing for 2016.

In spite of the shrinking innovation activity
across the domestic industry, there were some regions
in 2017 that could increase some of the innovation-
related indicators. Thus, the share of enterprises
introducing innovations in the total number of
industrial enterprises grew in Volyn, Zakarpattia,
Ivano-Frankivsk, Ternopil, Kharkiv, and Cherkasy
regions. In the latter three regions, the share exceeded
23% (against 14.3% across Ukraine).

The share of innovation expenditures in the total
capital investment increased in 2017 in 8 regions and
became the highest in Kirovohrad (31.1%) and Sumy
(28.1%) regions. But the share of innovative products
in the total sales of industrial products was smaller

than 1% in 14 regions. It was higher than 2% only in
Zaporizhzhia, Sumy, and Kharkiv regions.

The highest innovation activity in the industry
(assessed by three analyzed indicators) could be found
in 2017 in Zaporizhzhia, Kirovohrad, Sumy, Kharkiv,
and Cherkasy regions, the lowest one — in Rivne and
Khmelnytskyi regions. The overall innovation activity
of the Ukrainian industry was relatively low. In 2017,
Ukraine performed 1.3 times worse than Poland by
the share of enterprises introducing innovations in the
total number of industrial enterprises, and 12.6 times
worse by the share of the innovative products in the
total sales of industrial products.

The production capacities utilization in the
industry is measured by two key indicators: capital
productivity and labor productivity, showing the
effectiveness of management of fixed and human
assets. In the period under study, these indicators
had different dynamics (see Table 6, the author’s
calculations by use of data from [2; 9; 13] and Chief
Statistics Departments in Ukrainian regions). The
capital productivity decreased by 1.55 times in 2011—
2013, but grew by 1.5 times in the following four years
relative to 2013. The labor productivity showed an
upward tendency over the period under study (except
for a slight decrease in 2013); in 2017 it exceeded the
figure of 2011 by 2.8 times.

The resource efficiency in the Ukrainian industry
in 2017 compared with the previous year was
dependent on the following factors: the increased sales
of industrial products (in value terms, by 21.68%); the
increased value of non-current assets (by 6.93%); the
reduced employment across the industry (by 2.17%).

The highest per capita labor productivity in
the industry could be found in Poltava region:
1.956 million UAH (against 1.451 million UAH in
2016). This indicator grew in Poltava region as a
result of the increased sales of industrial products
(by 34.0%) in parallel with the reduced average
employment in the industry (by 0.6%). Also, the
industry in Poltava region could reach considerable
growth in the capital productivity (by 47.8 p. p.),
allowing it to join, once again, the group of top five
by this indicator: Poltava, Sumy, Kharkiv, Cherkasy,
and Chernihiv regions (higher than 4 UAH / UAH).

One of the remarkably positive tendencies was
the slowing rates of employment reduction in the
domestic industry. The industrial employment grew
in eight regions in 2017 (against seven in 2016 and
one in 2015); the largest growth was recorded in
Lviv region (6.38%). But in Luhansk, Donetsk, and
Dnipropetrovsk regions the employment reduced by
17.27%, 13.78% and 3.42%. respectively. In spite of
this, in the two latter regions (along with Kharkiv
region) the share of industrial employment was the
highest one: 14.58% in Dnipropetrovsk region and
8.58% in Donetsk region. But in Luhansk region
this share decreased to 2.91% (against 8.17% in
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Table 6
Indicators of resource efficiency in the industry, by Ukrainian region

(%)

Region Capital productivity, UAH/UAH Labor productivity, million UAH / person
2011 | 2012 | 2013 [ 2014 | 2015 | 2016 [ 2017 | 2011 [ 2012 | 2013 [ 2014 | 2015 | 2016 | 2017

Ukraine 1.980(1.429]1.280(1.338]|1.539]1.695(1.929]0.389(0.409]0.404(0.493]|0.690|0.865]|1.076
Vinnytsia 3.1682.4042.252]2.449]2.626(2.901]2.896[0.280(0.290]0.336]0.410[0.574]0.743] 0.896
Volyn 1.764]1.760| 1.648] 1.959|2.104 ] 2.408[2.569] 0.196 0.206] 0.201]0.2610.382]0.465| 0.576
Dnipropetrovsk  [1.471]1.585[1.587]1.300]1.559]1.620]2.1480.488]0.542[0.540{0.658|0.813]0.977| 1.288
Donetsk 2.359]1.928]1.634]1.336]1.331|1.473[2.000{0.516{0.465] 0.444]0.419] 0.772] 0.893] 1.328
Zhytomyr 1.739[1.638] 1.555[1.573] 2.256{ 2.319] 2.388]0.183] 0.204] 0.211(0.254] 0.361{ 0.465] 0.509
Zakarpattia 2.029]1.806(1.676|1.618]1.622]1.862]2.133|0.145/0.161[0.166{0.187] 0.237] 0.314] 0.382
Zaporizhzhia 2.209(1.779(1.627] 1.616] 1.834] 2.083]2.204(0.422| 0.430( 0.419] 0.566] 0.785] 0.938] 1.159
Ivano-Frankivsk [2.006]1.671|1.194]1.131 1.890] 2.066]2.200| 0.338] 0.348] 0.305] 0.366| 0.510] 0.542( 0.715
Kyiv 1.248]1.283[ 1.125]1.027] 1.137| 1.173| 1.129(0.341 0.413 0.484| 0.518] 0.646] 0.813] 0.903
Kirovohrad 2.197]2.671]2.657] 2.050( 2.486] 2.864 2.397] 0.219{ 0.283] 0.336] 0.389 0.455] 0.517| 0.605
Luhansk 2.655]1.935( 2.586] 1.113[0.930] 1.235] 1.049] 0.388] 0.341] 0.302] 0.195 0.252] 0.395( 0.335
Lviv 1.767] 1.566/ 1.302] 1.389] 1.911( 2.155] 1.964| 0.200] 0.219] 0.219] 0.257] 0.393 0.486] 0.577
Mykolaiv 2.277]2.276| 1.759] 2.087[ 0.810] 1.138] 3.334] 0.295{ 0.329] 0.309] 0.375 0.515] 0.699| 0.821
Odesa 1.670] 1.182] 1.128] 1.368| 1.942] 1.900] 1.989( 0.290] 0.302| 0.296] 0.373| 0.633] 0.712| 0.788
Poltava 3.539] 3.003] 2.300] 2.489] 3.054] 3.870( 4.348] 0.587 0.638] 0.584| 0.749] 1.054] 1.451] 1.956
Rivne 2.643] 1.901] 1.862| 1.842( 2.586( 3.088] 3.445] 0.231] 0.186] 0.242] 0.301| 0.415( 0.489 0.590
Sumy 3.321| 3.405| 3.102| 3.681| 4.751 4.056] 4.068] 0.274| 0.292] 0.290] 0.349( 0.499] 0.503] 0.607
Ternopil 1.874] 2.010] 1.524] 1.563| 3.559] 3.640( 3.853] 0.194 0.184| 0.197] 0.244] 0.379] 0.470] 0.604
Kharkiv 3.372| 3.280] 3.123| 2.638| 4.049| 4.701| 4.544] 0.263] 0.309] 0.315[ 0.297] 0.497{ 0.678| 0.808
Kherson 2.209] 1.796| 1.719 2.016] 2.536| 3.541| 3.081] 0.240] 0.216 0.231] 0.273] 0.423 0.646{ 0.714
Khmelnytskyi 2.072| 2.032{ 1.928] 1.657| 1.756| 1.950| 2.000{ 0.216] 0.236 0.250] 0.239] 0.324 0.386] 0.506
Cherkasy 3.172[ 2.925] 2.822| 3.390| 4.236 4.775| 5.146] 0.353] 0.396] 0.378| 0.494| 0.640 0.788] 0.933
Chernivtsi 1.403) 1.610] 1.504| 1.794] 2.157| 2.611| 2.665] 0.110] 0.103| 0.104] 0.128] 0.189( 0.255| 0.272
Chernihiv 3.992| 4.323| 3.475| 3.415| 4.117| 4.900| 5.300 0.245] 0.327| 0.318| 0.393] 0.526| 0.716| 0.885

2011), whereas in Lviv region it grew to 6.77%
(against 5,23%). In view of the above, the overall
resource efficiency of the Ukrainian industry could be
increased given the continuingly growing (from 2014
and on) capital productivity and labor productivity.
Yet, if measured by the latter indicator, it was thrice
lower than in Poland.

The economic effectiveness of the industry is
measured by operating profitability, profitability of
turnover, and return on assets. In 2016-2017, the
operating profitability in the Ukrainian industry
grew, after its considerable decrease in four previous
years. In 2017, its average level reached 6.8%, which
is 1.45 times higher than in 2011 (see Table 7, the
author’s calculations by use of data from [9; 13; 19;
20] and Chief Statistics Departments in Ukrainian
regions). The operational (or main) activity in the
industry became profitable in 22 regions (against 10
in 2014).

Profitability of turnover and return on assets in
the domestic industry were below zero in 2014 and the
following years on account of loss-making result from
the normal operations before tax. In 2017, the domestic
industry gained the profit worth 87461.7 million UAH

(against 7569.6 million UAH in the previous year).
This triggered growth in profitability of turnover and
return on assets across the industry, which was nearly
twice higher than in 2012. Still, the financial result
from the normal operations before tax was below zero
in 9 regions (against 11 in 2016). In particular, the
loss-making of the industry aggravated in Donetsk,
Zhytomyr, and Luhansk regions.

In 2017, the highest cost-effectiveness in the
industry was recorded for Dnipropetrovsk and
Zaporizhzhia regions, which could occur due to the
considerable growth in all the three profitability
indicators to maximal level among the Ukrainian
regions. This growth resulted from the financial result
from the normal operations before tax, increased by
3.3 times in Dnipropetrovsk region and 1.7 times in
Zaporizhzhia region. A high cost-effectiveness in the
industry was also recorded in 2017 for Vinnytsia,
Poltava, and Cherkasy regions.

Kharkiv region needs a separate mention because
of the continuing profit-making of its industry
throughout 2011-2017, in contrast with the other
regions. While the financial result from the normal
operations in the industry before tax had been falling
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in 2014-2016, it could be increased by 7.4 times in
2017. Tt should also be noted that absolute positive
values of all the profitability indicators in Kirovohrad
regions could be increased after their plummeting in
2015.

Conclusions and recommendations. The overall
industry performance enhanced in Ukraine in 2017
compared with the previous years. However, the
following package of organizational-economic and
financial arrangements should be implemented, in
order to stop the chronic negative tendencies in the
domestic industry (first of all, the degrading structure
of assets and the plummeting innovation activity, in
particular the shrinking share of innovative products
in the total sales of industrial products, etc.), to assure
the continuing increase in capital productivity, labor
productivity, profitability of industrial entities, to
increase the industry’s share in the total exports, to
increase the industrial investment:

— enhance the innovation activity in every
region (stimulate the development of high tech
industries);

—  promote FDI (expand the access of domestic
industrial entities to FDI and enhance the foreign
investor’s awareness of potential areas for FDI);

— increase the export capacities if necessary
(stimulate export activities of enterprises, diversify
the commodity structure of domestic exports, balance
the commodity structure of exports by trading
partners of Ukraine).

A comprehensive solution for the problems
related with operation and development of the
Ukrainian industry calls for structural modernization
of the industry, intended to increase the share of high
tech economic activities in the domestic output and
exports, to meet the domestic market demand for
home-made products and enhance the efficiency of
the domestic production. This study of the author
will be followed by search for effective models for
structural transformation of the Ukrainian economy
(its regional level in particular) within the framework
of the European platform for smart specialization of
the industry. In particular, it is interesting to utilize
panel data and to analyze what the variables studied
have the most influence/
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KnioyoBi TpeHan po3BUTKY MPOMMUCIIOBOIrO CEKTOPY perioHiB YkpaiHu

TMorsubeHHs MPOIlECiB €BPOIHTETPALlii aKTyaIi3yBaso HeOOXiHICTD MiJIBUIIEHHST KOHKYPEHTOCITPOMOK-
HOCTI TIPOJYKILT BITYM3HSIHIUX TOBAPOBUPOOHUKIB /10 PiBHS fepskaB-wieHiB €C. BupiiiieHHs 1[bOTO 3aBIaHHI
HeMOsKJIMBe Ge3 CTPYKTYPHOI MOJiepHi3aliii yKpaiHcbKol mpomucioBocti. CBOEI 4eprot, BUOIp HAMPSIMIB Ta
MeXaHi3MiB IPaKTUYHOI peasizallii HOBOI Jiep:KaBHOI IIPOMHUCJIOBOI MOJITUKY B YKpaiHi (30KkpeMa, Ha perio-
HaJILHOMY PiBHI) Ma€ I'PyHTYBATHCS Ha pe3yJibTaTax BiIMOBIIHUX aHAJIITUYHUX OI[iHOK.

Mertoio cTaTTi € BU3HaYeHHsI KJIIOUYOBUX TPEH/IIB PO3BUTKY IIPOMUCJIOBOCTI YKpaiHU Ha ITiJICTaBi OIiHIO-
BaHHS JIMHAMIKY 3HAaYEHb MTOKA3HUKIB, SKi CUCTEMHO XapaKTePU3YIOTh PiBeHb (PYHKI[IOHYBAaHHS TPOMUCIOBO-
IO CEKTOPY HalliOHAJbHOI €eKOHOMIKH Y PEriOHAIbHOMY pO3pi3i.

Pesynpratu anamisy BUSBUJIH, 1110 TPOMUCIOBICTD 3AJINIIAETLCS TTPOBITHUM BUIOM €KOHOMIYHOI JisTh-
HocTi B YKpaiHni 3 yactkoio 34,1% B 00cs3i peasizoBanoi npoaykiii (Toapis, mociyr) y 2017 p. ¥ Tomy porii
[IPOMKCJIOBUI CEKTOP HAllIOHAJbHOI EKOHOMIKH CYTTEBO HAPOCTUB BUPOOHMYY, EKCIIOPTHY I IHBECTHUIIINHY aK-
THUBHICTD, @ TAKOK JIOCST BUIIOTO PiBHS e(heKTUBHOCTI, 30KkpeMa pecypcHoi ((hoHIOBiAauil Ta TPOLYKTUBHOCTI
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mparii) i eKOHOMIUHOT (PeHTabENbHOCTI OTEPAIiiTHOL AisIbHOCTI, peHTabeIbHOCTI 060POTY Ta PEHTAOETbHOCTI
akTuBiB). BogHouac BizbyJ/iocst mojabliie 3SHUKEHHs PiBHS IHHOBALiMHOI aKTUBHOCTI IPOMMCJIOBUX Ii/IIIPH-
€MCTB Ta iX KamiTanizaitii. [[eBHOIO MipoTo 11e TTOSICHIOETBCS CIIOBIIBHEHHAM JMHAMIKHA iHBECTHUIITHUX TTPOIIe-
CiB — TeMITH TPUPOCTY KA TAIbHUX iHBECTHIIIH Y TPOMUCIIOBICTb CKOpoTUJucs Ha 18,4 B. 1.

s mpoTuii ycTaseHuM HEeTaTUBHUM TEHJIEHIISM y PO3BUTKY ITPOMUCIOBOCTI (TiepeiyciM NOTipIieHHs
CTPYKTYPU aKTUBIB i 3HMKEHHS IHHOBAIIMTHOT aKTUBHOCTI, 30KpeMa CKOPOUYEHHS YaCTKU iHHOBAIIIHOI TPO-
JIYKIL1 B 3araibHOMY 00Cs131 peasii3oBaHOI MPOMUCIIOBOT IIPOYKII Ta 1H.), & TAKOK JIJISI TIOANBIITOT0 3POCTAHHST
mpubyTKOBOCTI Cy6 €KTIB MPOMUCJIOBOI AiSLIBHOCTI Ta 301/IbIIEHHST YACTKH TPOMUCIOBOCTI Y TOBAPHOMY €KC-
nopti HeoOXijHA peasizallisi KOMILJIEKCY OpraHi3aliiiHO-eKOHOMIYHUX Ta (DIHAHCOBUX MEXaHi3MiB 32 TAKMMU
HalpssMaMu: CTUMYJIIOBaHHS PiBHS IHHOBaIliifHOI aKTHBHOCTI; aKTHUBi3allisl 3ay4eHHs IIPSIMUX iIHO3eMHUX iH-
BECTUIIiH; HAPOIIEHHS eKCIIOPTHOTO TIOTEHITiaTy.

Kio4oBi cioBa: npomuciogicms, upoOHUYMEO, eKCnopm, axmueu, iHeecmuuii, innosayii, epexkmuericmo,
PO3BUMOK.
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