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ABSTRACT

Thesis is devoted to the research of strategic development of the organization,
development of proposals for ways to improve the strategy of enterprise development and
evaluation of economic efficiency of these proposals on the basis of the State Enterprise
“Boryspil” International Airport.

The introduction determines the relevance and practical value of the chosen
research topic, the main goal and objectives of the study, the subject and object of
research, indicates the scientific research methods.

The first chapter is devoted to the theoretical foundations of strategic development
of the enterprise: the essence of strategic development of the organization is revealed and
the types of strategies are determined, the peculiarities of enterprise development strategy
formation are investigated, the goals and tasks of its formation are defined.

In the second chapter the general characteristic of the investigated enterprise is
resulted, the analysis of its financial and economic and foreign economic activity of SE
"Boryspil™ IA for five years is carried out.

The third chapter develops the main directions of improving the development
strategy of the state enterprise "Boryspil International Airport" and provides an economic
justification for the proposed changes in the development strategy of the organization.

The conclusions and proposals summarize the results of the study.

Key words: strategic development of the enterprise, international airport, strategic

management, hub, foreign economic activity, air transportation, flights, strategy.



AHOTAIIS

JlumomMHa poOoTa MPHCBSYEHA JOCTIKEHHIO CTPATEriuHOTO PO3BUTKY
oprasizariii, po3po0I11i MPOMO3HUIIIH 11010 NUISIXIB YAOCKOHAJIEHHS CTPATETii pO3BUTKY
HiAMPUEMCTBA Ta OIHII €KOHOMIYHOI €(EeKTUBHOCTI LMX mpomo3ulii Ha 6a3i JI1
«MixuHapoaHu# aeporopT «bopuciiany.

VY BCTynl BU3HAYAETHCSA AKTYaJIbHICTh 1 MPAaKTUYHA LIHHICTH OOpaHOI TEMU
JTOCIIDKCHHSI, OCHOBHAa Me€Ta 1 3aBlaHHS JOCHIDKCHHS, MpeaMeT 1 00’ €KT
JOCTIIKEHHS, BKa3yIOThCSI METO/IM HAYKOBOI'O JOCIII?KEHHSI.

[lepmmmii po3ia NPUCBSIYEHUI TEOPETUUHUM OCHOBAM CTPATETIYHOTO PO3BUTKY
HIJIPUEMCTBA: PO3KPUTO CYTHICTh CTPATEriyHOIO PO3BUTKY Opradizamii Ta
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PO3BUTKY IMIMPUEMCTBA, LTI Ta 3aBAaHHS HOro po3BUTKY. (POpPMyBaHHSI BU3HAUYEHO.
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M1ITPUEMCTBA. [IpoBeneno aHai3 (b1HaHCOBO-TOCIIOAAPCHKOT Ta
30BHIIIHbOEKOHOMIYHOI AisiibHOCTI 1T TA «bopucniney 3a ’4Th POKIB.

VY TperboMy po3/iiai po3poOJIEHO OCHOBHI HAIPsMH BIOCKOHAJCHHS CTpaTerii
PO3BUTKY JIepKaBHOTO MianpuemMcTBa «MikHapoaHuii aeponopT «bopucninb» Ta
HAJJaHO E€KOHOMIYHE OOIPYHTYBaHHS 3alpONOHOBAHMX 3MIH y CTpaTerii po3BUTKY
oprasizaiiii.

BucHOBKM Ta pOTO3HIIii y3aralbHIOIOTh Pe3yIbTaTh JOCIIHKEHHS.

KurouoBi ciaoBa: crpaTeriuHuii poO3BHTOK MIANPUEMCTBA, MIKHAPOIHUI
aeporopT, CTPATEeTIYHUNA MEHEHKMEHT, Xab, 30BHIIIHLOCKOHOMIYHA iSUTLHICTD,

aBlaliepEeBE3CHHS, peiicu, cTpaTeris.



AHHOTAIIUA
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000CHOBaHUE MPE/ITIOKEHHBIX U3MEHEHU B CTPATETUH Pa3BUTHS OpraHU3alUU.
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INTRODUCTION

The development of the organization in a market environment is undoubtedly
associated with the need to anticipate changes in the economic situation, the search
for effective areas of activity and improve management.

The formation of strategic management in the enterprise faces a number of
methodological difficulties, one of which is the choice of an effective strategy for the
development of the organization. The rapid development of scientific and
technological progress has an impact on all functional and support processes of the
enterprise. Changes in the external environment require constant adaptation to them
and the selection of an appropriate development strategy that would help reduce the
impact of negative factors on performance and aimed at adapting to the use and
development of innovation processes, services and products.

The process of determining the development strategy of the enterprise is
influenced by many different factors, such as, for example, the stage of the life cycle
of the organization, which is its development. Therefore, there are strict requirements
for strategic management, which, in turn, should ensure a stable position of the
company in the market.

In addition, there is no strategy that would be the same for all enterprises, just
as there is no single general, strategic management, which is based on human
potential, focuses on production activities, consumer demand, elements of the
organization. The essence of strategic management is a system of strategies, which
includes a number of organizational and labor strategies, as well as interrelated
specific business strategies.

In turn, the strategy of the organization is a comprehensive management plan,
which consists of a combination of many different methods of organizing and
conducting business, maintaining a competitive position, aimed at increasing the
company's influence in the market, meeting the needs of its customers and achieving
organizational goals. And, strategic management is the management of the

organization, which relies on human potential as the basis of the organization,
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focuses production activities on customer demand, responds flexibly and makes

timely changes in the organization that meet the challenge of the environment and
achieve competitive advantage. enables the company to survive in the long run, while
achieving its goals.

Nowadays, the topic of strategic management of the organization is quite
relevant, as 2020 has become a year of change, restructuring and reorientation of the
world economy. Due to the pandemic of acute respiratory infection COVID-19,
companies around the world are forced to survive in a crisis, to find ways of
development and opportunities to conduct activities subject to quarantine and
restrictive measures related to the coronavirus. This need is met by the strategic
management of the organization.

Entities that have conducted or are conducting their business in the aviation
industry have had significant consequences from the negative impact of the pandemic
on the activities of enterprises. Around the world in 2020 there is a sharp decline in
passenger traffic and flights. And this means a lack of significant income for
absolutely everyone: airports, airlines, travel agencies and more. Domestic reserves
and reserves of financial stability are lacking for a long time; state support is often
lacking for such enterprises. Organizations are rapidly losing their profitability,
forced to curtail their activities and lay off employees.

That is why the topic of this qualification is relevant, as it is directly related to
solving the most important task - finding ways to formulate and improve the
development strategy of “Boryspil” IA, which would allow the company to survive in
the crisis associated with the coronavirus pandemic and develop after that.

Problems and features of strategic development of organizations are covered in
the works of both domestic and foreign scientists, such as: Vykhansky O.S.,
Grigoriev 0.Y., Davletov I.I., Zhurova L.l., Kavenkin A.A., Karbieva M.Yu.,
Lapygin Y.N., Lyubintseva I.I., Smirnov D.B., Trenev N.N., Shishkova E.A.,
Thompson A.A., Strickland A.J., Alexander L.D., Higgins J.M., Irwin R.A,,
Yarzabkovsky P., Pierce J.A., Robinson R.B., Porter M., Shendel D., Hatten K.,
Smith J., Arnold D., Wipp R. and others. In their works, the authors explore the
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essence and content of strategic development of the organization, especially the

formation of strategic development of the enterprise due to the influence of various
factors that arise during the operation of the enterprise, and offer different views on
the process of development strategy and its practical implementation.

Thus questions of a choice and realization of strategy of development of the
enterprise in the offered circumstances demand more detailed and deep research.

The urgency of the problem, insufficient scientific development of some of its
aspects and practical significance determined the choice of goals and objectives of
this qualification work.

The purpose of the work is to develop theoretical, methodological and practical
recommendations for formation of the “Boryspil” IA strategy.

In accordance with the set goal, the following tasks were formed and solved,
which determined the logic and structure of the qualification work:

1. To generalize the theoretical aspects of the strategic development of the
organization, to reveal the essence of the basic concepts of the topic.

2. Analyze the features of the formation of enterprise development strategy.

3. Investigate the process of substantiation of the choice of enterprise
development strategy and its practical implementation.

4. Develop a description of “Boryspil” International Airport and analyze its
economic activity.

5. Investigate the financial and foreign economic activity of the enterprise.

6. To analyze the strategic development plan of “Boryspil” International
Airport.

7. To make proposals on the formulation and improvement of the strategy of
SE "Boryspil" 1A.

8. Analyze the foreign experience in sphere of “hub” formation and apply it to
the enterprise strategy.

The object of the study is the development strategy of the state enterprise

"Boryspil” International Airport.
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The subject of the study is the theoretical and methodological principles and

practical aspects of strategic management of the development of aviation enterprises.

Methods of analysis and synthesis, structural-functional method, statistical
methods, mathematical methods and formalization method were used in the
qualification work during the research.

The information base of this work is theoretical and scientific-practical
research of domestic and foreign scientists, legislative and regulatory acts of Ukraine
on the regulation of aviation enterprises, statistical and accounting reporting of SE
"Boryspil" IA.

Qualification work consists of an introduction, 3 sections and conclusions, a
list of used sources and appendices. The introduction reflects the relevance of the
research problem and contains a brief description of the work. The first section
highlights the theoretical aspects of strategic management of the organization. The
main types and features of development strategy formation are determined. The
process of substantiation of the choice of strategy and methods of its practical
implementation are investigated. In the second section, organizational, economic and
financial analyzes of the activities of the State Enterprise "Boryspil” International
Airport. The third section contains proposals for choosing the main areas for
improving the development strategy of the state enterprise “Boryspil” International
Airport. The economic substantiation of the offered changes in strategy of
development of the organization is resulted. On the investigated enterprise
conclusions concerning the executed work are made. These conclusions and

suggestions have practical value for the analyzed enterprise.
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SECTION 1. THEORETICAL PRINCIPLES OF ENTERPRISE

STRATEGY FORMATION

1.1 Definition of strategy and its classification

An elaboration and implementation of enterprise development strategy has an
essential impact on the adaptation of enterprise to outer and inner environments
which are constantly transforming under the impact of market conditions.
Organizational development directs employees to new values that are necessary to
ensure strategic change and efficiency of the enterprise in the prospective.

The process of determining the development strategy of the enterprise is
influenced by a lot of different factors, such as, for example, the stage of the life
cycle of the organization, company’s development is currently on. Therefore, there
are strict requirements for strategic management, which, in turn, should ensure a
stable position of the company in the market.

For an in-depth study of the directions and prospects of strategic development
of the organization, we consider it necessary to begin with the interpretation of such
concepts as "strategy™ and "strategic development".

In the modern scientific literature there are many definitions of the concept of
"strategy", because a lot of foreign and domestic scientists are interested in its study.

So, for example according to A. Chandler [42] “strategy is the definition of the
main long-term goals and objectives of the organization, the adoption of a course of
action and the allocation of resources necessary to achieve these goals”.

Henry Mintzberg [42] propose to understand the concept “strategy” “as a 5P
combination that includes: plan; ploy; pattern of behavior; position in relation to
others; perspective.” And he states that “It is necessary to consider each of these
components in conjunction”.

In their research, A. Thompson and A. Strickland [55] come to a similar

conclusion and give the following definition: “strategy is a management plan aimed
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at strengthening the position of the organization, meeting the needs of its customers

and achieving certain results”.

J.B. Quin [48] defines strategy by the way “it is a pattern, or plan, that
integrates the main goals of the organization, its policies and actions into a coherent
whole”.

In his turn, L.E. Basovski [29] says that “strategy is the main direction of
activity, it must ensure the implementation of the mission - the main aim of the
organization - and the achievement of its other goals”.

In their manual “Management” O.S. Vikhansky and A.l. Naumov [34] states
“strategy is a long-term, qualitatively defined direction of the organization's
development, concerning the sphere, means and forms of its activity, the system of
relationships within the organization, as well as the position of the organization in the
environment, leading the organization to its goals”.

In return, I.N. Gerchikova [37] gives as other definition “a strategy is a
forward-looking system of measures that ensures the achievement of specific goals
set by the organization”.

Thus, analyzing the above data, we can say about the heterogeneity of
interpretation of the concept of "strategy"”, the definition of its content and
functionality. This situation proves that in the process of its evolution the category
"strategy" has acquired a very wide range of applications, but it does not contribute to
the unification of the concept and increase the effectiveness of its application in
practice. As a result of the analysis and to simplify the results of further research, we
choose the definition that in our opinion is the most successful in the context of
studying the formation of enterprise strategy.

So, a strategy is a detailed, comprehensive, integrated plan that aims to achieve
the mission and long-term goals and objectives of the organization, as well as
showing the overall direction of the organization's development, its methods of

competition and position in the environment.
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It follows that the strategic development of any enterprise - is the practical

application of a set selected for a particular organization, methods, techniques and
actions that are aimed at achieving strategic goals and performing the necessary tasks.

Distinctive features of the strategy based on the results of 1. Ansoff's research,
which were presented in his work "Strategic Management” [69, pp. 27-28], are the
following:

— the process of formulating a strategy does not end with any urgent action. It
usually ends with the establishment of general directions, the promotion of which will
be able to ensure the growth and strengthening of the organization;

— the developed strategy should be used for development of strategic projects
by a search method. In finding it, its role is, first, to help focus on specific areas and
opportunities; second, to reject all other possibilities as incompatible with the
strategy;

— the need for strategy disappears as soon as the actual course of events will
cause the organization to achieve the desired results;

— in the process of creating a strategy it is not realistic to anticipate all the
opportunities that will open up during the development of the project of specific
measures. Therefore, we will have to use very generalized, incomplete and inaccurate
information about various alternatives;

— more accurate information may appear when specific alternatives have been
found during the search phase. However, this information may call into question the
validity of the initial strategic choice. This is due to the fact that the successful use of
the strategy is impossible without feedback;

— as both strategies and benchmarks are used for project selection, it may seem
that they are the same. However, these are quite different concepts. A guideline is a
goal that an enterprise wants to achieve, and a strategy is a means to an end.
Landmarks are a higher level of decision making. A strategy that is justified with one
set of benchmarks may lose its relevance if the organization's benchmarks change;

— at certain times, as well as at different levels of the organization, strategy

and guidelines can be interchangeable. Some parameters of efficiency (such as, for
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example, market share) under certain conditions can serve as a guide for the

company, but when circumstances change - to become its strategy. In the future, as
benchmarks and strategies are developed within the organization, a typical hierarchy
emerges. That, what at the upper levels of government are elements of strategy, at the
lower levels turns into landmarks.

It should be noted that the strategy and the process of its formation and
implementation is not an independent element of the company, it is part of the whole
system, the operation of which is aimed at increasing the organization, its efficiency
and effectiveness, improving business processes, continuous development etc. So,
strategy formation is one of the strategic management parts. Therefore, it is vital to
define the concept “strategic management” and regard all parts of this process and
their interconnection.

The concept of management is a system of ideas, principles, ideas that
determine the purpose of the organization, the mechanisms of interaction between the
subject and the object of management, the nature of the relationship between
individual parts of its internal structure, as well as the necessary degree of
environmental impact. Depending on the conditions of commercial activity, each firm
uses the appropriate management theory. The most progressive is the theory of
strategic management, which appeared in the 60-70s of the 20th century.

Ansoff [69] interprets the concept of "strategic management™ as an activity
related to defining the goals and objectives of the organization and ensuring the
relationship between the organization and the external environment, which
corresponds to its internal capabilities and allows it to remain receptive to external
requirements.

According to O.S.Vikhansky, strategic management — “... is the management of
the organization, which relies on human potential as the basis of the organization,
focuses production activities on consumer demand, carries out flexible regulation and
timely changes in the organization that meet the challenge of environment and
provide an opportunity for competitive advantage, so the organization survives and

achieves its goal in the long run” [35].
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S.A. Popov interprets this term as a subsystem of management of the

organization which carries out all complex of works of professional activity on the
strategic analysis, development, realization and controlling of strategy of the
organization. [50]

The definition described in their work by Pierce and Robinson states that:
“strategic management is a set of decisions and actions to formulate and implement
strategies designed to achieve the goals of the organization” [67, p. 6].

According to the analyzed literature sources, in our opinion, the most complete
and accurate for our study is the definition of "strategic management"”, which
proposed H. Wissema [33] "is a management style and methods of communication,
information transfer, decision making and planning. and line managers make and
specify business decisions in a timely manner to anticipate the strategic direction of
all employees and organize the plans of the units responsible for achieving the
company's goals. "

With the help of the definitions of the authors we can summarize the following
features of strategic management:

— Strategic management is carried out in the context of the mission of the
organization, and its fundamental task is to ensure the relationship of the mission
with the main objectives of the organization in a changing economic environment.

— Strategic management - is the management of a set of qualitative
characteristics of the enterprise relating to its current and future position in a
competitive environment, the potential necessary for survival and development.

— The system of strategic management is a certain philosophy or ideology of
business and management, which is based on a combination of intuition and art, high
professionalism and creativity of managers, involving all employees in the
implementation of strategy.

— Strategic management involves interaction with the external environment.

Thus, strategic management is a modern concept of doing business, which
includes the definition of goals and objectives, activities, creates a benchmark for the

allocation of resources and implementation of measures to achieve goals.
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As was mentioned before, strategy formation is just a part of the strategic

management process. Therefore, we need to identify and understand other parts. We

can see the elements of strategic management and their interconnection on fig.1.1.

Main purpose of organization

[Mission)
I

/ Qrganization goals \

Strategic Mecessity of System Strategic
analysis organizational changes analysis choice \

Strategic ~———— Current Motivation Organization
control activities

Fig.1.1 Components of strategic management*
*Source: [91]

Despite the thought, that strategic management process should start with
strategy, it always starts with formulating the mission. Mission is the main purpose of
the organization. It is fundamental to the development of any company. "In the case
of a broad understanding of the mission is seen as a statement of philosophy and
purpose, the meaning of the existence of the organization” notes in his works O.S.
Vykhansky [17, p. 92]. A clearly defined mission is overgrown with values that
correspond to it and contribute to its implementation. The mission as a rule remain
virtually unchanged throughout the life of the company.

The goals of the organization are the results that the organization seeks to
achieve performing its activities. These goals always rely on mission statement of the
company, which can be called the main abstract goal. Based on mission long-term
and short-term goals are being formed. In the future goals become the starting point
and measurement criteria to evaluate the company’s activities. To formulate working

and right goal we should base it on SMART-goal criteria, which were formulated by
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George T. Doran [62] in 1981. SMART corresponds to specific, measurable,

assignable, realistic, time-related (table 1.1).

After mission and goals are defined it is needed to accomplish strategic
analysis. The function of strategic analysis is to provide decision-makers with
comprehensive analytical information about the current state of affairs in the
organization and beyond and a forecast for the future. The main components of
strategic analysis are: analysis of the external environment (search for existing or
probable threats and opportunities); analysis of the internal environment
(identification of weaknesses and strengths of the organization); analysis of the
results of strategic control (diagnosis of the reasons for non-implementation of
strategic plans). The most common methods of strategic analysis: SWOT -analysis,

PEST-analysis, portfolio analysis.

Table 1.1
SMART-goal criteria
Specific Be specific when setting a goal.
Measurable Set measurable progress indicators.
Assignable Give everyone a goal to accomplish.
Realistic Determine what can be realistically done with the resources available.
Time-related Determine when the goal can be achieved, i.e. duration.

*Source: [62]

Persons who are empowered (managers), having received adequate analytical
information about new opportunities and threats, strengths and weaknesses of the
organization, the reasons for non-implementation of strategic plans, decide on the
need for change and set new or adjust existing goals.

System analysis used for search of possible ways to gain organizational goals;
analysis, assessment and synthesis of available information. Strategic choice is the
process of improving or changing goals in accordance with previous decisions and
analysis, which had place.

After all these steps it finally comes to strategy, a detailed comprehensive plan,
which ensures the implementation of the purpose of the organization and the
achievement of goals. The task at this stage is to develop a comprehensive strategic
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plan, which in turn may consist of separate strategic plans, strategic programs,

strategic projects aimed at achieving individual strategic goals. The strategy for the
organization of strategic control should also be a component of the strategy,
indicators and criteria for evaluating the decisive stages of the strategy
implementation should be established.

After selecting strategic goals and developing plans to achieve them, the
implementation stage begins:

— Organization - the creation of such a new organizational structure (or
reorganization), which would be able to implement plans in the best way and achieve
the goals. There is also the selection of people, delegation of tasks and distribution of
powers.

— In accordance with the strategic plans, tactical goals are set (up to 5 years)
and plans are developed to achieve them. Thus, the next level of hierarchy in the
structure of goals is formed.

— On the basis of strategic and tactical plans, the policy is formed as a guide
that indicates the authorized ways to achieve goals. If repeated repetition of specific
tasks is provided, the sequence of their decision is made out in the form of standard
procedures. For particularly important specific situations, rules are developed that
define an unambiguous course of action and exclude any unforeseen ways of
performing tasks.

When all tasks are planned and goals defined, it is important to motivate the
personnel to make their work the most efficient. The oldest and most famous method
of motivation is the whip and gingerbread method. Modern methods are based on the
use of motivation theories: Maslow's theory, McClelland's theory, Herzberg's theory,
expectation theory, justice theory.

According to tactical plans, short-term goals (annual, monthly) and plans to
achieve them are set. The main planning document is the budget, which specifies the
specific amounts of resources that are allocated for the direct implementation of all

plans (current, tactical, strategic).
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Strategic control is the process of ensuring that an organization achieves its

goals. Control should be: aimed at achieving strategic goals; correspond to the
content of controlled activities; objective; continuous; timely; simple and
economically justified; must take into account the behavior of performers focused on
control. Strategic control is performed on the basis of strategy, which was formed.
Many scientists have dealt with the classification of strategies, including G.
Mintzberg, M. Porter, K. Obman, K. Freeman, B. Twiss, O. Vodachkova, B. Santo,
V. Savchuk and others. According to the analysis of the works of scientists, there are
many classifications of enterprise strategy, which differ in the set and number of
classification features. Yes, it should be noted that almost all authors identify the so-
called basic (or reference) strategies, but in some sources they can be classified
according to the life cycle of the enterprise - growth strategy (intensive growth),
stabilization strategy (weak growth) and strategy care. A. Thompson additionally
identifies the following classification features of strategies - the direction of
transformation, the nature of the impact, the complexity, etc., which makes the
classification of enterprise strategy comprehensive and somewhat overloaded for

certain purposes of a particular work or study.

Table 1.2
The main types of enterprise strategies
Classification feature Type of strategy
By hierarchy in the management Corporate
system Operational
Business
Functional
By the functional criterion Marketing
Production
Financial
Organizational
Social
By stages of the life cycle Growth
Retention
Contraction
By the competitive position in the The leader
market The challenger
The follower
The nicher
By way of achieving competitive Cost-leadership
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advantage Differentiation
Focus
By the level of business Narrow specialization
globalization Diversification
By areas of development Intensive growth
Integration growth
Diversified growth

*Source [53;21;44,;45;65]

That is why in table 1.2 was developed and presented generalized on the basis
of works of scientists [53;21;44;45;65] classification of enterprise strategies that meet
the objectives and goals of this study.

According to classification by hierarchy in the management system, strategies

are divided into 4 groups: corporate, business, functional and operational (fig. 1.2).

Main [corporate] strategy

,/_,_7 Business strategy

‘ Business strategy #1 | | Business strategy #2 ‘ ‘ Business strategy #3 | ‘ Business strategy #4

/'7 Functional strategies

Strategy of " Strategy of production . . Strategy of
. Competition . . Financial
marketing and operations and enterprise research and
strategy strategy
sales development development

Cperational strategies

‘ District 1 ‘ ‘ District 2 | m |Worki”€ group 1 ‘ |Team 1 |

Fig.1.2 Classification of strategies by hierarchy*
*Source: [122]

The corporate strategy describes the development of the organization as a
whole, is formulated at the highest level and is mandatory for all divisions of the
organization, regardless of their degree of autonomy and decentralization. An
organization can maintain its integrity and develop successfully only with an
effective main (corporate) strategy.

Business strategies are developed when a company has independent types of

businesses and autonomous or semi-autonomous strategic business units. A business
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unit is a division of a company that carries out a full cycle — marketing, production,

sales, and, in some cases, research and development. Business units have great
independence, their managers independently determine strategies for production,
pricing and sales, incentives and recruitment of personnel, and production
development.

The purpose of functional strategies is to ensure that the strategies of the
business units and the company as a whole are carried out. When developing them,
general corporate objectives and, at the same time, the objectives of the development
of divisions as a whole are taken into account. The role of functional strategy is to
support the overall business strategy and competitiveness of the company, in the
creation of management guidelines to achieve the intended functional goals of the
company.

Operational strategy refers to even more specific strategic initiatives and
approaches in guiding key operational units (factories, sales departments, distribution
centers) in solving daily operational tasks of strategic importance (advertising
campaigns, procurement of raw materials, inventory management, preventive
maintenance, transportation). The experience of strategic management has shown that
the company's strategy will be effectively implemented only when the general
strategic goals of the upper level are transformed into the strategic goals of
employees of the lower levels, on which the implementation of strategies depends
[122].
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Fig.1.3 The relationship between the main functional strategies of the
enterprise*
*Source: [21]

By the functional criterion strategies are also divided into 4 groups. The main
functional strategies of the enterprise are marketing strategy, production strategy,
research and development strategy, financial strategy, personnel management
strategy, environmental strategy, as well as complex strategies, between which in the
process of their implementation there are various links (fig.1.3.).

These connections are quite difficult and ambiguous, because each department,
each service of the enterprise has its own vision of the future, which complicates the
coordination of functional strategies, sometimes creates contradictions between them.

Marketing strategy can be defined as a general plan to reconcile the marketing
goals of the enterprise and its capabilities, market research and consumer
requirements, identify on this basis those products that have the greatest value for the
consumer and the best sales prospects. By all its means, it focuses the company on
market values, subordinates its activities to meet the consumer needs of customers in

the target market.
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Production strategy is formed on the basis of product strategies and relate to

decisions on the acquisition or organization of new production; modernization,
reconstruction, technical re-equipment of existing productions; improving the
structure of the main, auxiliary and service industries, the relationship between them;
establishing an effective relationship between the object and the subject of
management. The production strategy is aimed at establishing the production process
of the enterprise and its successful operation [23].

Financial strategy is a general plan for determining financial needs and
financial results, as well as an alternative choice of funding sources in order to
minimize the cost of capital and maximize profits. It is formed when the marketing
and production strategies as a whole are already defined. This is due to the fact that
the capital market is almost always available to those companies that have attractive
ideas for the production and promotion of a product.

A special place among the functional strategies is occupied by organizational
and social. The first of them is formed under the influence of management needs. It is
closely linked to, adapts to and influences marketing, production and financial
strategies. The second - social strategy - is developed by the company under the
influence of society, its social groups and institutions. It is also closely linked to other
functional strategies [23].

We propose to consider in more detail the strategies in accordance with the
stage of the life cycle, which involves the formation of long-term goals of the
enterprise, the mechanisms of their implementation in changing external and internal

environment at each stage of development (Fig.1.4).
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Fig.1.4 Classification of enterprise strategies by stage of the life cycle*
*Source: [53;21,;44;45;65]

Thus, the growth strategy is typical for those companies whose business is just
starting or developing. This strategy involves the selection of target segments,
increased investment, research and development and innovation. There are three main
types of this strategy:

— the strategy of concentrated growth involves strengthening market positions
or finding new markets;

— the strategy of integrated growth involves the construction of a vertical
structure or horizontal integration;

— diversification strategy involves the development of new products in an
existing market or promotion available products to new markets [21].

The retention strategy is the strategy of enterprises whose business has reached
maturity. Businesses in this state are trying to protect their positions from
competitors, reduce costs and prices, look for new markets. The retention strategy
involves making selective investments and maintaining a balance between expenses
and income. There are three main types of this strategy:

— market protection involves the protection of the existing market share and
the gradual modification of the product;

— support of production potential provides strengthening of separate business

lines, support of a property condition;
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— modification involves modification of the product range of the enterprise

and its strong support in the market [32].

The reduction strategy envisages comprehensive actions to gradually close the
business, which has entered the final stage of the life cycle. In this state, various
behaviors are possible - lowering prices and intensifying marketing efforts to extend
the life cycle or stop any investment and implement a strategy of "harvest”
(maximizing profits from sales of products and assets). In general, in the scientific
literature there are the following types of reduction strategies:

— reversal strategy involves the abandonment of the production of unprofitable
products, reduction of labor, the search for efficient use of resources;

— the strategy of the department provides for the sale of inefficient
independent business units, the sale of part of the assets of the enterprise;

— liquidation strategy provides for the sale of the enterprise in the event of
bankruptcy;

— recovery strategy involves remediation of costs, search for new products and
technologies, investment [38].

Strategies classification by the competitive position in the market, according to
Ph. Kotler [41], divides strategies into for groups regarding four major types of
competitors (figl.5). Strategies of market leaders are directed towards protection of
market share and keeping the leadership on the market. Strategies of market
challengers are oriented to find the best opponent to attack and choose the best way to
do it, because most challengers have great opportunities to become market leaders, if
they choose right way of actions. Strategies of market followers are made to choose
the right way to follow the leader of the industry, in order to be more successful.
Strategies of market Nichers are made to choose if company will serve only one type
of customer, produce one narrow segment of goods or work only with

large/medium/small businesses.
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Fig.1.5 Strategies classification by competitive position*
*Source: [41]

M. Porter identifies three basic competitive strategies that are universal, i.e. can
be used in any competitive environment by any enterprise and provide competitive
advantages: cost leadership; differentiation; focusing [19]. According to this
classification, there are three main competitive approaches in developing a
competitive strategy, namely: the desire to become a low-cost manufacturer;
achieving differentiation based on such advantages as: quality, performance, service,
style, technological advantage, high value; focusing on a small niche in the market by
performing well compared to competitors and meeting the specific needs of
customers. Cost leadership means that a firm intends to become a low-cost
manufacturer in its industry. Differentiation means that a firm strives to be unique in
its industry in a number of parameters that are highly valued by customers. Focus as a
type of competitive advantage means that the firm intends to become the best in a
segment or group of segments. There are two focus options: focus on costs and focus
on differentiation.

As can be seen from the above classifications, in modern science there are

many different classifications of organizational development strategies. Thus, it can
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be argued that there is no unified vision of the division of strategy into specific types,

each scientist classifies them based on their own view of the organization as a whole
and its functions and role in the economy. So, A.A. Levin argues that the
characteristic features by which further development strategies could be distributed
are the following (Fig. 1.6) [18]:

Characteristic features ofthe development
strategy of the organization

sufficient level of
scientitic and
technological progress at
the enterprise

Focus on achieving
the goals of
enterprise
development

Favorable micro- and macro Intensive
climate in the crganization dewvelopment

Fig.1.6 Characteristic features of the development strategy of the organization*
*Source [18, p. 55].

Focusing on the selected features of A.A. Levin proposes to include in the
development strategies those strategies that are inherent in Fig. 1.4. signs. To such
strategies he refers [18, p. 55]:

— growth strategy - involves multifaceted activity of the organization for
intensive growth through certain areas of diversification and acquisition of new
enterprises in the framework of integrated development;

— strategy of limited growth (provided that qualitative changes are provided) -
provides for the establishment of goals of the organization on the axial achieved
development indicators, taking into account the need to compensate for inflation.
They are used in those areas that are characterized by maturity and stability of
technology, and when the organization is satisfied with its position;

— strategy of differentiation and focus - involves the creation of a product by

the enterprise. which will be perceived as unique in the industry, which allows you to
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offer this product to the consumer at a high price, because it will have a special

status;

— leader's strategy - involves the organization of a dominant position in the
market, which will be recognized by both competitors and most consumers. The main
risk of this strategy is the need to constantly spend their resources to maintain
leadership positions and repel attacks from competitors;

— strategy of attack - is to use the organization of various methods and means
against the competitor, such as, for example: the weaknesses of competing firms, the
means that the competitor uses to develop its product, but with greater intensity;
accumulation and use of unconditional advantages against a competitor; etc.;

— follower strategy - is to "follow" the company's strategy of the competitor,
imitation of its product, etc., while the follower organization must pursue its own
growth strategy, which would not provoke appropriate aggressive actions of
competitors;

— niche strategy - is that the organization deals only with a single segment or
several market segments, and does not encroach on the fact that it occupies it
completely;

— explanatory strategy - involves the creation of new or with radical
transformations of old market segments by pioneering organizations in order to find
and implement solutions, mostly first-rate;

— violent strategy - involves the production of good (medium) quality products
at low prices, which allows it to provide a large margin of competitiveness;

— patient strategy - provides a narrow specialization of the organization for a
limited number of consumers by manufacturing expensive and high quality products
for those who are not satisfied with the usual (mass production);

The author also suggests in his study that [18, p. 56]: "it is effective to group
strategies according to the degree of attitude to progress.” The following 3 constituent
elements are distinguished within the grouping:

— strategies of the first degree of attitude to progress - that is, those that

combine all the specific features of the development strategy of the organization.
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These include: growth strategies and limited growth (in the presence of qualitative

changes);

— strategies of the second degree of attitude to progress - that is, those that
have common features with development strategies only at a certain stage. These
include: strategy of differentiation and focus, strategy of leader, attack, follower,
niche, explanatory, patient and violent strategy;

— strategies of the third degree of attitude to progress - that is, those that
provide quality modern species. these include: functional strategies in anticipating
qualitatively modern types (commodity-market: leadership in relation to the quality
of specialized products, expanding the niche of the sales market, modernization of
production; resource: qualitatively modern technology of resource use, etc,;
technological: unique production technology).

Therefore, based on the above information, it can be argued that due to the
presence in foreign and domestic scientific literature a huge variety of strategies and
their interpretations, in the selection of development strategy, the company must take
into account its own development conditions, activities and goals to be achieved, and
only then to adapt the existing theory to use in practice. The next step in the study of
strategic development of the organization, we consider it necessary to analyze the
existing aspects of the peculiarities of the formation of strategies for the development

of the organization.

1.2  Features of enterprise strategy formation

Strategy formation is considered as one of the essential components of the
strategic management system and involves determining the features of the process of
creating individual strategies and "strategic set". Given that strategy is a way of
achieving the result, formulated in the form of a goal, it can be argued that the

formulation of strategies is a process in which managers establish a mission, form a
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system of goals, choose strategies, and pre-determine all components (components)

of the strategic management process [41].

Strategy development is a dynamic process and the manager should re-evaluate
the situation regularly, reviewing and updating the strategy when necessary. It has
long been believed that strategy development is the art of talented people. However,
the use of strategy as one of the most important tools of strategic management has
necessitated the specification of its essence, as well as certain rules of development.
At the same time, the complexity and ambiguity of this category do not allow to give
an unambiguous and comprehensive interpretation. The development of the theory
and practice of strategic management leads to constant improvement of strategy
definitions.

Currently, there are three stable approaches to strategy formation: target,
course of action, planning document.

The first approach is targeted, emphasizing the need to form strategic goals of
the enterprise [26].

The second approach can be defined as "way of acting" or "way of behaving".
Proponents of this approach consider the most important component of the strategy to
be a clear formulation of a certain line of conduct of the enterprise, which ensures the
achievement of its goals, taking into account the specifics of the external environment
and the potential of the enterprise [26].

A number of scholars define the strategy as a specific planning document,
making the main task the need to formalize the strategy. Without diminishing the
importance of forming a strategic plan, it should be noted that strategy and strategic
plan are different concepts and cannot be identified. The strategic plan is based on
strategy and contains a number of other important components.

In modern management, the most correct is to understand the strategy, which
takes into account two aspects. The first aspect is the formulation of the strategy, the
second is its implementation. The formulation of the strategy is the formation of an
ideal analytical goal, while its implementation has primarily an administrative

content.
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Thus, the strategy should include goals and a set of actions that are crucial for

the company and that distinguish it from other companies. Strategic goals are the
initial and defining for the whole strategy. At the same time, the goals are revised or
adjusted due to external factors (adaptation) and are clarified or changed taking into
account the dynamics of internal resources.

G. Mintzberg [48] also emphasized the possibility of using different
approaches to strategy development. It describes three main models:

— "planned" strategy is developed, implemented and evaluated in a planned
manner with the involvement of a special staff of highly qualified specialists who use
various models and methods to determine possible results and find the most effective
way to achieve goals;

— "entrepreneurial” uses more informal methods of building strategies based
on the personal experience of the head of the entrepreneur, his knowledge of the logic
of the industry; these factors are used to form a "vision" of future business, which is
taken into account further in plans, projects and programs;

— "experiential learning" is used in an unstable environment; the main thing
here is to take into account external impulses and the ability to revise established
strategies, and the process of developing and adjusting strategies may be somewhat
spontaneous, poorly controlled; an important role is played by the leader - the
entrepreneur.

These models focus on an entrepreneurial approach to the planning process,
which distinguishes the process of developing goals in terms of long-term planning
(formal, rationalist process) from the strategic (using a wide range of formal and
informal methods).

Approaches to developing A. Thompson's [55] strategies depend on the
participation of managers and executors. He singles out "individual”, "based on
delegation”, "built on cooperation”, "built on competition") approaches. The choice
of a planned approach to strategy development is based on its advantages over other
methods, as well as on the need to respond to those conditions that required the

application of strategic planning.
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The first approach involves leadership in minimizing production costs. This

approach is due to the fact that the organization seeks to achieve the lowest cost of
production and sale of its products [34].

As a result, it can gain more market share due to lower prices for similar
products. Firms that implement this type of strategy must have a good organization of
production and supply, good technology and engineering base, as well as a good
system of product distribution. In order to achieve the lowest costs, everything related
to the cost of production, with its reduction, must be carried out at a high level.

The second approach to strategy development is related to specialization in
production. In this case, the organization carries out highly specialized production
and quality marketing in order to become a leader in its field. This leads to the fact
that buyers choose the products of this company, even if the price is quite high.
Organizations that implement this type of strategy must have a high potential for
research, have good designers, a good system for ensuring high quality products, as
well as a well-developed marketing system [34].

The third approach is to fix a certain market segment and focus on the selected
market segment. In this case, the organization carefully clarifies the needs of a
particular market segment in a particular type of product. The organization may seek
to reduce costs or pursue a policy of specialization in product production. A
combination of these two approaches is also possible. Applying this type of strategy,
the organization must proceed in its intentions not from the needs of the market in
general, but from the needs of specific or even specific customers [34].

The evaluation of the selected strategy is carried out in the form of analysis of
the correctness and adequacy of accounting when choosing a strategy of the main
factors that determine the feasibility of the strategy [67].

The first stage of choosing the optimal strategy of the enterprise is the direct
formulation of strategic alternatives. To do this, it is necessary to analyze the key
strategic factors in terms of the current situation. As a result, it may be necessary to

adjust the mission and objectives of the enterprise, to review the business portfolio, in
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order to achieve its balance. Moreover, for successful operation in an unstable

economy, such an analysis should be conducted regularly.

As a tool for developing alternative strategies can be used matrices of the
Boston Consulting Group, McKinsey (to form a strategic portfolio) and the
Thompson-Strickland matrix, Ansoff (to select options for the development of the
firm) [44].

The next step is directly the process of choosing from many strategic
alternatives the best option. Traditionally, there are five groups of basic criteria for
choosing alternative strategic decisions: response to opportunities and threats to the
environment; obtaining competitive advantages; compliance with the goals and
mission and the potential and capabilities of the organization; the ability to
implement the strategy and the acceptability of risk; accounting for relationships with
other and past strategies of the enterprise.

One of the main criteria for choosing the optimal strategy is to obtain a
competitive advantage, i.e. the choice of competitive strategy.

Moreover, the process of achieving competitive advantage is the most difficult
to make management decisions. If to determine the feasibility of the strategy or its
compliance with the goals of the enterprise it is enough to compare the available
resources with the necessary or compare the expected results with the goals, then to
choose the optimal competitive strategy requires a deeper analysis.

The practice is that the most promising is the use of elements of several basic
strategies. In this regard, to choose the optimal strategy, you can use all the factors
that determine future success.

One of the authors of the doctrine of strategic management, the American
scientist Igor Ansoff, spoke quite aptly about the need to develop the company's
strategy. He wrote: "... companies, in the absence of a planned and managed strategy,
are doomed to extinction, except for monopolies and subsidized companies. In

companies that manage to survive, strategic behavior is at least controlled."[69]
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The company's strategy has several levels of decomposition, each of which

corresponds to a strategy of a certain rank, that is, the company's strategy has a

hierarchical structure (fig.1.7).
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Fig.1.7 Hierarchy of enterprise strategies*
*Source: [77]

The hierarchy of strategies means the ranking, relationship and subordination
of the various strategies that make up the strategy of the enterprise. In a multi-

business enterprise (multidisciplinary, diversified, producing a variety of products)
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use a four-tier strategy, which includes: corporate (general) strategy, which is also a

portfolio; competitive (business) strategies; functional strategies; operational
strategies. In a single-business enterprise (narrow-profile, producing the same type of
products) use a three-tier strategy, which includes the same elements, except
corporate [77].

Corporate (general, portfolio) strategy occupies the highest level in the
hierarchy. It determines the general direction of the enterprise, one of the following:
either a strategy of growth, or stabilization, or reduction.

Competitive (business, business) strategies are subordinated to the corporate,
indicate ways to achieve its chosen direction in each SBU (strategic business unit)
and are a plan to gain strong long-term competitive positions (advantages). These
strategies are also called business strategies, or competitiveness strategies [77].

Functional strategies are developed for each functional area of activity:
production strategy, marketing, financial strategy, research strategy, personnel
management strategy, etc. Functional strategies specify, bring corporate and
competitive strategies to the functional services of the economy. At the same time,
functional units significantly influence the formation of corporate and competitive
strategies.

Operating strategies are narrow strategies for the main structural units of the
enterprise that are not independent: factories that are part of the enterprise, shops,
teams, departments, dealers, and so on. This is the lowest level of enterprise strategy,
which is associated with strategies that occupy the highest level in the hierarchy:
corporate, competitive, functional [77].

Talking about stages to form strategy of the enterprise, we come up with
thought, that there is no unified stages system to describe this process. That’s because
the process of strategy formation varies depending on huge amount of factors as
industry, size of company, competition level etc. So, different authors tried to make
some general view of stages to form enterprise strategy. |. Ansoff [69] proposed a

comprehensive scheme for forming a strategic plan of the enterprise (fig. 1.8).
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Fig.1.8 Scheme of enterprise strategic plan formation according to I Ansoff*
*Source: [69]

M. Mescon and others. [47] believe that the process of strategic management
should consist of nine stages (Fig. 1.9): choosing the mission of the firm; formulation
of the company's goals; analysis of the external environment; management survey of
internal strengths and weaknesses; analysis of strategic alternatives; strategy choice;
strategy implementation; management and planning, implementation and control of

the implementation of the strategic plan; strategy evaluation.

. N Analysis of Analysis of Study of
Enterprise Enterprise . .
o external internal strategic
mission goals ) ) )
ehvironment ehvironment alternatives
Strategy Management and planning; realization Strategy Choice of
evaluation and control of strategic plan realization realization strategy
Structure Budgeting
evaluation -
—'{ Management by goals |
Culture
evaluation —'{ Management by results |

Fig.1.9 Process of strategic planning according to M.Mescon*

*Source [47]
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A. Thompson and D. Strickland [54] consider five interdependent tasks that

form the basis for the creation and implementation of firm strategy: defining the
scope of activities and the formation of strategic attitudes; setting strategic goals and
objectives to achieve them; formulation of a strategy to achieve the set goals and
results of production activities; implementation of the strategic plan; evaluation of
performance and change of strategic plan and/or methods of its implementation.

O. Vikhansky [35] proposes to consider the process of strategic management as
a dynamic set of five interdependent management processes: environmental analysis;
definition of mission and goals; strategy choice; strategy implementation; evaluation
and monitoring of implementation.

S. Popov [50] proposed a relatively simple model that to some extent
synthesizes the previously proposed models. The basics of strategic management,
according to the author, are: analysis of the external environment of the organization;
internal diagnostics (assessment of strengths and weaknesses) of the organization;
defining the mission and goals of the organization; development, evaluation and
selection of alternative strategies for specific subsystems of the organization;
development and detailed definition of corporate strategy as a program of specific
actions; strategy implementation; evaluation of results and feedback.

Domestic authors Z. Shershneva and S. Oborska [32] made a significant
contribution to the construction of a reasonable sequence of actions in the formation
of a strategic management system. The conceptual scheme of strategic management
of the enterprise offered by them differs from earlier offered models by the expanded,
correct and accurate description of components of each stage.

Among the latter are the following: concept (enterprise, management); analysis
(retrospective, external environment, internal environment, competitiveness of the
enterprise); diagnosis (strengths and weaknesses of the enterprise); forecast (changes
in internal and external environment); formation of enterprise goals; choice of
strategy (general, business, functional); development of a system of plans, projects

and programs for enterprise development; formation of supporting subsystems
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(organizational, financial, informational, social and psychological support); strategic

control.

Comparing the approaches of these and other researchers to determine the
substantive side of strategic management, we can state that the complexity
(organization - the most complex artificial human formation) and the dynamic nature
of organizations complicate the development of a specific model of strategic
management. The models most often described in the management literature are
based on the principles of I. Ansoff, G. Miyatsberg, M. Meskon, and others.
Therefore, the paper considers the model as the main, which is considered a classic
model of formation of strategic behavior of the firm (Fig. 1.9) [56].

According to classical ideas, the strategic process of strategy development and
implementation includes the following steps [71]:

— after the analysis of economic trends, problems, inventory of opportunities
and assessment of competence to increase the value of the enterprise, as well as
analysis of the external environment and formulation of mission and goals are
identified strategic problem and need for strategic action;

— strategic alternatives are analyzed, on the basis of which it is possible to
solve a strategic problem, their efficiency is determined;

— analysis of strategic alternatives allows you to choose one (or more) strategy
that meets the target guidelines of the firm;

— a strategic plan is formed, which usually consists of programs, projects,
budgets and organizational, technological and control measures;

— the conformity of the chosen strategy to the management structure of the
organization and organizational culture is assessed;

— the chosen strategy is the main one for further operational measures for its
implementation.

A significant clarification of the model of strategic management, which is
divided in this paper, is proposed in the work of O. Korobeynikov and others [32].
The authors of this paper propose to present the stage of analysis, forecasting and

monitoring of the environment separately, as if standing above the whole process of
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strategic management, as a basis on which to build a model of strategic management.

This approach is determined, according to the authors, by the following two reasons:

— analysis and evaluation of the external environment must be carried out
constantly, so this process cannot be allocated to a separate stage;

— environmental factors are mostly not influenced by the company; they can
only be taken into account.

The proposed clarification will increase the degree of control over changes in
environmental factors, because, in fact, the analysis will be carried out constantly, in
parallel with each stage of strategy development and implementation and will ensure
the practical implementation of the basic methodological principle of strategic
management: go from future to present (forecasting -> analysis monitoring) [17].

So, taking fig.1.9 as the basic representation of strategic planning process, we
consider appropriate to regard the features of every stage. The main general purpose
of the enterprise - a clear reason for its existence - is referred to as its mission. Thus,
the mission contains the following elements: the history of the organization;
definition of the sphere of activity; features of the organization; style of behavior of
owners and management staff. The value of the mission for the management of the
enterprise is that it follows the long-term goals of the enterprise. To achieve the
goals, appropriate long-term programs must be developed, which form the basis of
short-term plans of the enterprise.

Defining a mission is a very responsible and significant task. In order to avoid
miscalculations in determining the mission, it is necessary to conduct a number of
special studies, in particular, analysis of market conditions, industries and the
competitive position of the enterprise. To simplify the procedure for formulating a
strategic mission, it is advisable to use a list of key factors that must be taken into
account (table 1.3).

The formulation of a strategic mission helps staff to understand the main goal
and helps to define and strengthen a common position. In the external environment,
the mission creates a holistic view of the organization, declares its economic and

social role [78].



43
Table 1.3

Formation of the strategic mission of the organization*

Mission factors Characteristics of the factor

Brief  historical | The emergence of the organization and its main achievements along the
background about | way. The image of the organization, its responsibility to society.
the organization

Goods / services | The needs that the organization seeks to meet. The goods and services it
offers. Purpose of goods. The level of satisfaction of consumer needs. The
basic technology used by the organization.

Imagination  of | Features and competitive advantages that the organization has.
yourself

Philosophy Basic beliefs, values and priority aspirations that prevail in the
organization. Behavior style of owners and management staff.

Owners The level of satisfaction of the interests of owners.

Staff The position of the organization in relation to its staff.

Customers Brief description of the organization's customers.

Placing The main competitors of the organization. Business contacts of the

organization with partners.

*Source: [78]

On the basis of the formulated mission of the organization taking into account
other important factors there is a choice of the purposes, their internal coordination
and specification. The wording of the mission should not depend on the current state
of the enterprise. It is a tool of strategic planning that defines the goals of the
organization, important in terms of ensuring long-term competitive position. The
mission should be reviewed as needs increase and change as new opportunities arise.

When the mission (main goal) is defined, other goals need to be carefully set.
International theory and practice have put forward and improved a wide range of

heuristic methods of formulating and analyzing goals: "brainstorming"”, "alternative
scenarios for the future”, "cyber sessions”, "amateur exercises", "Delphi method" and
more. Experience has shown that only the use of a set of methods makes it possible to
set goals that meet the requirements that exist for development goals and
management goals [78].

Due to the multi-purpose nature of the enterprise, the problem of defining and
balancing the diverse goals that the company uses in its development is very acute.

Nowadays, the dominance of a multi-purpose approach to the activities of enterprises
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or organizations is no longer surprising or countering. In practice, this is reflected in

the nature of the decisions made by the management of enterprises. This means:

— Departure from optimization as a way to find the best solutions;

— Mastering and wide application of sub-optimization methods, which allows
to find a solution that satisfies the majority.

The causes of sub-optimization were investigated by D. Miller and M. Starr
[45], who proved:

1) the activities of the organization cannot be described and defined by a single
indicator;

2) the multiplicity of goals is needed to reflect the diversity of the
organization's relationships with a complex environment divided into different
segments and elements;

3) within the organization the unity of purpose is imaginary. Each group and
individual involved in the organization enjoys its own interests, which contains signs
of potential conflict;

4) sub-optimization is necessary because long-term and short-term goals,
actions and interests do not coincide; it is caused by an imbalance of time
characteristics and the content of the decisions made.

5) based on the principle of "limited rationality", business leaders always make
decisions in conditions of chronic lack of necessary information and means of its
processing. Even if the criterion of optimality is chosen, it is actually impossible to
achieve it.

All goals are set on the basis of the mission, the preferences of senior
management, the positions that the organization or company has in the external
environment, and other factors that reflect the desired state of the organization
(despite all this refers to its "outputs"). i.e. results of activity, which must be achieved

through the use of its production potential [129].
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Fig.1.10 General indicators of market analysis micro-economic factors*
*Source: [129]

After defining the mission and goals, the diagnostic phase of strategic planning
begins. The first important step is to study the external environment. Analysis of the
external environment is a continuous process of observation, study and control of
external factors for the enterprise in order to timely and comprehensively identify
possible positive phenomena or threats to a business entity, i.e., to determine the
positive and negative impact of external factors - political, economic, scientific and
technical, social, international, etc.

For the development and implementation of the strategy, the analysis of market
factors is of great importance, which, due to their constant and high volatility, can
directly affect the success or crisis of the enterprise. We are talking primarily about
the microeconomic analysis of demand, supply and the level of competition
according to a certain system of indicators (Fig. 1.10) [129].

As a result of the analysis of the internal environment (table 1.4) the estimation
of strategic potential within the limits of the purpose is deduced: to what extent on

quantity and quality of resources, a condition of functions and projects the enterprise
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meets target requirements. We thus analyze the actual and regulatory potentials (or
compare ourselves with the main competitor if we assess our competitive
advantages). At the end of the analysis the picture of strengths and weaknesses of the
enterprise becomes clear. Strengths are possible key success factors.

Table 1.4

Analysis of external and internal environments*

Stages Analysis of internal environment Analysis of external environment
Tasks Assessment of strategic potential Strategic climate assessment (conditions)
Instruments | Learning curve; Analysis of gaps; | Analysis of the "field of forces"; PEST,
The McKinsey matrix; Shell model; | STEP analysis; Strategic zones; Key
PIMS matrix; SPACE method; VSC | success factors; BCG model; The
concept; Norton and Kaplan. McKinsey matrix; Shell model; PIMS
matrix; Porter's 5th Competitive Force
Model; Hofer-Schendler model; SPACE
method; Assessment of competitive
advantage, competitive position;
Assessment  of  strategic  position
(Formation and analysis of an alternative
set of strategies, choosing the optimal
one); Analysis of the effectiveness of the
optimal strategy; SWOT analysis
Decisions | Selection of the variant of the | Choice of variant of structure of external
structure of the internal | environment (conditions). Choice of
environment (potential). Choice of | methods. Choice of climate assessment.
methods. Choice of capacity
assessment.

*Source: [63]

The analysis of the firm's environment, performed in relation to the purpose
and range of product business processes, allows you to assess the strategic climate or
strategic conditions created by the external environment: to assess opportunities and
threats.

Next we need to define strategic alternatives - a set of various private strategies
that allow you to achieve the strategic goals of the organization, in all their diversity,
within the chosen basic strategy and restrictions on the use of available resources.
Each strategic alternative provides the organization with different opportunities and is

characterized by different costs and benefits. The organization faces four main
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strategic alternatives: limited growth, growth, contraction, and a combination of these

three strategies (fig.1.11) [25].

Contraction

Main -
strategic e Limited
growth

altematives

Combination

Fig.1.11 Main strategic alternatives*
*Source [25]

Limited growth is the strategy followed by most organizations. It is
characterized by the setting of goals from the achieved, adjusted for inflation. The
restricted growth strategy is used in mature industries with static technology, where
the organization is mostly satisfied with its position.

The growth strategy is implemented through a constant significant increase in
the level of short-term and long-term goals over the level of the previous period. It is
used in dynamic industrial areas with rapidly changing technologies. Growth can be
internal or external.

Reduction is the strategy least often chosen by managers, also called the last
resort strategy. The level of the pursued goals decreases below the level achieved in
the past. The reduction strategy is chosen most often when the organization's
performance continues to deteriorate, during an economic downturn or to save the
organization.

Combination strategy represents an amalgamation of any of the three strategies
mentioned. This strategy will most likely be followed by large firms active in several
industries [25].
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The methods for choosing a general strategy can be divided into two groups:

first, methods of single-product analysis; the second - methods of "portfolio" analysis

(matrix). Each of these groups combines several specific methods (fig.1.12).

product life- learning curve
cycle method PIMS method method

Methods of one-
product analysis
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L 4

. Methods of portfoli
AA Little's method edse p_o ote Shell’s method
analysis
MWeoKinsey method Porter's general ‘ BCG method ‘

strategic method

Fig.1.12 Methods for choosing the general strategy™
*Source: [129]

Among the methods of single-product analysis, the most scientifically
substantiated is the PIMS method (Profit Impact of Marketing Strategy), first
implemented by General Motors with the participation of the Harvard Business
School in the early 70s. The PIMS method is based on modeling the influence of
strategic factors on performance indicators enterprises (in particular, return on capital
investments, gross profit).

The simplest (and most common) is the portfolio analysis method proposed by
the Boston Consulting Group - BCG. The indicators that form the evaluation matrix
using this method are the growth rate and the part of the market controlled by the
given enterprise. Among the matrix methods, the method of the McKinsey consulting
group is also known, where the estimated indicators are the competitive position of
the WMS (weak, medium, strong) and the attractiveness of the market (similar three
estimates). This method is used to study and analyze the specific action in each

market of a certain set of factors [129].
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Strategy and its implementation are two sides of the same whole. The

implementation of the strategy covers all areas of management and levels of the
management system, which are associated with the implementation of developed
strategies, overseeing their implementation and achieving certain results.

Signs of effective management are not only the formation of an adequate
strategy, but also its effective implementation. In practice, not all planned strategies
can be implemented. A significant part of what turned out to be realized, as a rule,
was not initially included in the conceived strategy. Thus, in practice, a certain
combination of conscious and emerging strategies is being implemented (Fig.1.13)
[28].

Fig.1.13 Implemented strategy as a combination of conscious and emerging
strategies*
*Source [28]

The implemented strategy must be both active and adaptive. In this regard, the
process of implementing a strategy is different from the process of executing a long-
term plan. The process of implementing a strategy is not only the beginning of the
implementation of the adopted strategy, but also the start of the process of creating a
future strategy. In the process of implementing the strategy, information about the
results is received through feedback and the mechanism for their comprehension is

launched (the process of strategic reflection).



50
Thus, the ability of an organization to distinguish and anticipate strategic

changes, and accordingly make transitions from one strategy to another, is one of the
difficult stages of management. Effective implementation of the strategy requires
appropriate organization of the company, business methods, organizational
capabilities, reward system, corporate culture. [28]

Evaluation and control over the implementation of the strategy is the logical
final process carried out in strategic management. This process provides a stable
feedback between the progress of the process of achieving goals and the actual goals
facing the organization. Strategic control is the collection and processing of
information about the implementation of the strategy, set in advance in strategic plans
or programs, identifying deviations, analyzing the reasons that caused such
deviations, assessing them and deciding on corrective action. The task of strategic
control is to prevent disruption and achieve strategic goals.

The control process begins with the establishment of control objectives or
standards. Then comes the stage of developing criteria, performance indicators,
which are communicated to employees and the process of measuring performance
indicators is organized. After comparing the estimated indicators with the target, in
case of identified deviations, corrective actions are taken, and if necessary, the
criteria are revised. In any case, the control cycle is then repeated again (Fig. 1.14)
[127].

Control goals setting in accordancewith accepted strategy

dewvelopment of criteria and
indicators for control

l

communicating the criteria
to employees

] revision of
corrective criteria and
measurem_en‘F of ] action indicators
performance indicators V
. .- . prasence of
no significant comparison of performance
. - . unacceptable
deviations indicators with targets . L.
deviations

Fig.1.14 Strategic control process*
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*Source [127]

Control systems can analyze a fairly wide class of phenomena, from measuring
the outputs of an organization to measuring organizational behavior, which, of
course, is more complex. Control should be carried out at all levels of management:
corporate, divisional, functional and individual. All types of control are summarized
in Table 1.5[127].

Table 1.5
Types of control systems and their content*
Types of control Controlled characteristics
Market Price of shares;

Investments return;
Transfer prices.

According to results Divisional results;
Functional results;
Individual results.

Bureaucratic Rules and procedures;
Budgets;
Standardization.
From the collective side Norms;
Results;

Social responsibility.

*Source [127]

Market control is the most objective, since it is carried out on the basis of a
price system and allows you to assess the behavior of the organization, and the
indicators used are quite objective. Control according to results is the next objective
form of control, which is used in the absence of other objective methods. At the same
time, the organization should evaluate or predict the achievement of the
corresponding goals for various departments, functions or divisions. Bureaucratic
control is a directive form of controlling the behavior of departments, functional
bodies and employees. In doing so, they are prescribed the best ways to achieve
results [127]. Team control is most useful. It is based on the creation of an internal
system of organizational performance. This is a form of control, when employees
themselves establish the norms and results of their behavior. This control is useful in

conjunction with the standardization of inputs.
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Evaluation of the strategy is carried out by comparing the results of work with

the goals set in the strategic plan. The evaluation process is used as a feedback
mechanism to adjust the strategy. To be effective, assessment must be carried out
systematically and continuously. There are a number of criteria, both quantitative and
qualitative, that are applied in the assessment process. Table 1.6 presents the criteria
used in American companies [30].

Table 1.6

Quantitative and qualitative criteria for evaluating the strategy*

Market share
Growth of sales volume
Volume of costs and production effectiveness
VVolume of costs and sales effectiveness
Staff turnover
Absenteeism
Quantitative Employee satisfaction
Net profit
Stock rate
Dividend rate
Earnings per share
Return on equity
Securities payments

Ability to attract highly qualified managers
Reducing the number of hazards
Qualitative Expansion of the scope of services to clients
Seizing opportunities
Deepening market knowledge

*Source: [30]

Various challenges arise in quantifying and evaluating a strategy. Time factors
have a significant impact on the assessment of strategy, and in joint-stock companies
- pressure from shareholders demanding immediate results. Accuracy of estimates is
a serious problem. Leaders have the ability to tweak data and reports to improve
performance. In order for the assessment of the strategic planning process to be
objective, standardized criteria should be used [56].

Thus, the chosen strategy and its implementation plan are not able to take into
account all the problems that may arise. Complementing and adjusting it is a normal

and necessary component of strategic management. The criterion for successful



53
implementation of the strategy is the full achievement of goals or their over

fulfillment.

1.3 World experience in sphere of enterprise strategy formation

In the modern world, the issues of developing a development strategy and
promoting a company in the market are of paramount importance, since it is
organizations with a detailed and effective development strategy that can maximize
their efforts to promote products on the market, offer their services to the market and
receive the maximum possible profit for their provision, allowing fully recoup all
Costs.

Different models of foreign corporations use different approaches to strategic
planning. Strategic planning for companies is, first of all, a means of ensuring
balanced and coordinated development. Strategic planning helps corporations survive
in today's world.

In American companies, the most common planning system in which the
development of strategic and current plans is carried out. Within the framework of
strategic planning, a strategy is formed based on the predicted market situation with a
perspective of three to five years. For this purpose, the collection and analysis of
indicators of all strategic economic centers included in the structure of the company
Is carried out. This information is then sent to the senior management of the
corporation. At this stage, the data is analyzed by the top management. Strategic
alternatives are analyzed and final alternatives are identified. At the final planning
stage, the management informs the departments about the options and priorities
selected and the development of the organization's annual plan is carried out.

When developing the company's annual plan, a thorough analysis of the
production capacity and the capabilities of the departments is carried out so that the
plan can correspond to reality. A specialist in the economic department and

production determines the acceptability of the figures in terms of production load.
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After the completion of the planning stage, the formed plans are transferred to the

functional divisions of the company. Senior management can follow up on the plan
by holding production meetings with managers.

In the American planning model, the presence of strategic economic centers
(SEC) is extremely important, since each such center is characterized by a certain
type of demand (consumers) and a certain technology. The head of the SEC is
responsible for the implementation of the strategic plan for his center. For example,
in the General Electric corporation, all departments, including groups of plants,
trading firms are distributed between strategic centers so that the latter are
responsible not only for strategic planning and strategy implementation, but also for
the result [36, p. 115-116]. The planning process in General Electric corporation is
carried out in parallel sequentially in three "layers" with rigidly fixed deadlines for
each of the phases of strategic planning.

American corporations are very often diversified. And such an American
specialist in the field of management as Igor Ansoff [69] believes that the actions of
the leadership of American companies can be characterized by the phrase "it's good
where we are not." Without sufficient information about the alternatives to
diversification, corporations, instead of careful analysis, turn to action, which in the
end can lead to undesirable consequences.

The American company Arrow Electronics, an electronics distributor, closed
all four of its warehouses during 1988 after Black Monday, and reduced all side and
additional operations. For a year the company managed to improve its financial
performance: a $ 16 million losses it had a $ 10 million operating profit. To reduce its
own debt, the company also sold its lead refining business, which had been in the
portfolio since 1968. The measures taken significantly improved the company's cash
flow and provided it with additional funds, which it used for acquisitions in 1991.
Among others, the American company Lex Electronics, the third player in its
industry, was bought. This acquisition allowed Arrow to become a leader in sales.

Then, until 1994, 12 more acquisitions were made, the purpose of which was to
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achieve economies of scale. As a result, for the period from 1991 to 1994, the

company's shares increased six times [31, p. 63].

Companies that succeeded in the crisis resorted to a repositioning strategy a
little less often than to the most popular tool. One example of the successful use of
repositioning is the American electronics chain Best Buy. After the US recession in
1990-1991, the company moved to the discounter and mergers and acquisitions
model strengthened after-sales service. The area of the stores was almost doubled, the
stores were equipped as warehouses, the speed of service increased, the assortment
was reduced to the minimum required, and, accordingly, the stocks were reduced.
The transition to a warehouse format and a change in store positioning allowed the
company to quadruple its capitalization in the period from 1991 to 1994,
demonstrating growth significantly above the market average. Improvements in
after-sales service and warranty repairs have also generated additional revenue and
increased customer loyalty. In general, the shop image as “the shop with the lowest
price” ended up very useful for the company at that time [31, p.65].

The peculiarities of US management lie in the fact that all major scientific
schools of management have been created and developed in this country, and
American economists have written canonical works in the field of strategic
management. Management in the United States is carried out on the basis of clearly
developed systems and rules (characterized by the widespread use of management
technologies developed at universities). In relation to employees, there is an
individual approach and a system of individual incentives; the principle of "advanced
democracy"; a strict system of subordination in organizations has been adopted; long-
term orientation of work; extensive use of information resources (consulting firms);
leaders are characterized by global thinking [51, p. 90].

A feature of the development of strategies in this country is also the fact that it
was in the United States that the first largest enterprises, corporations and
associations arose. International corporations exercise full control over their foreign
assets in the construction of new facilities they own in host countries. Expanding

sales markets, reducing potential risks, replacing competition with cooperation entail
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technology exchange, strategic alliances and joint ventures with local firms in host

countries. At the same time, these forms of foreign economic relations deprive
American corporations of efficiency in decision-making, the possibility of dictate
based on technological advantage, as well as unconditional control over the activities
of foreign branches [51, p. 86].

Strategic planning in a German company consists of the following stages: 1)
making assumptions about the future state of the company; 2) development of a
consolidated financial plan, sales forecast, determination of production volume and
market share for each type of product; 3) building hypotheses about potential
problems that the company may face; 4) the main goals are specified and strategic
programs are created; 5) analysis of the main competitors, preparation of a research
plan, assessment of production capacity, planning of capital investments, calculation
of the need for labor and material and technical support is carried out [40]

In German business structures, even at the pre-investment stage, the
management tries to take into account all possible risks as much as possible, assess
them not only qualitatively, but also quantitatively, and develop measures to
minimize them. In addition, the risks of the project are compared with the magnitude
of the effect from its implementation, with losses or lost profits in the event of its
failure [52].

A promising strategy is to revise the business portfolio, focus on core activities.
The South Korean firm Samsung Group and its main subsidiary, Samsung
Electronics, can serve as a model for companies experiencing difficulties during the
crisis. Taking the right steps to streamline operations and eliminate spin-offs from the
start, then focus on strategically important areas, and finally improve internal
efficiency, has led to the birth of one of the world's leaders in electronics. The group
did not come up to the Asian crisis in 1997 in the best possible condition.
Consolidated debt was $ 38 billion. Added to financial problems was a sharp drop in
prices for microcircuits - from $ 52 (at the end of 1995) to $ 5 (in 1997) [31, p. 64].

The crisis forced the company to reconsider its strategic outlook on business.

The primitive strategy - to create production and capture market share - has given
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way to a more efficient one, which presupposes a concentration on innovative

products with high added value.

An important role in the strategic management of Japanese companies is
played by the relationship of the parent company with its branches and subsidiaries.
In particular, this concerns the definition of development goals, which are
differentiated depending on the nature of the activities of the controlled companies.
Thus, in branches and subsidiaries focused on the domestic market, goals are set from
the point of view of the parent company in terms of the following indicators: sales
volume, profit, sustainability, strengthening the brand's prestige. For efficiency-
oriented affiliates and subsidiaries, targets are set in terms of affiliates in terms of
sales, profit, sustainability, and contribution to the host country. For resource-
oriented affiliates, goals are set from the point of view of TNCs as a whole in terms
of sales, profits, sustainability, and global market share. New in planning and strategy
in Japanese companies characterizes the transition from quantitative plan indicators
to strategic qualitative "plan"; from the “bottom up” order to the “top down” system
or the system of interconnections of management levels [126].

It is believed that the traditional components of the strategies of Japanese
companies are high requirements for product quality, as well as high-tech products,
minimum costs and waste in production. Consider some of these fundamental ideas
of Japanese management thought that have found resonance in many management
structures around the world.

1. 5S system - five simple workspace principles that you can follow to get the
most out of your resources. The underlying idea is that anything that can be
optimized should be optimized. The innovation lies in the fact that the organization of
the workspace is viewed precisely as a system [24].

The name 5S comes from five Japanese words in Latin transcription beginning
with the letter "s": "sorting" - a clear separation of things into necessary and
unnecessary; "Keeping order" (neatness) - organizing the storage of necessary things;
"Keeping clean" (cleaning) - keeping the workplace clean and tidy; "Standardization"

(keeping order); "Improvement” (habit formation) [24].
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2. System ZQC (Zero Quality Control). The system of manufacturing products

without defects. The four main elements on which a defect-free product
manufacturing system is based are: at-source control (a method that allows errors to
be identified before they lead to defects), continuous control, quick feedback and
prompt troubleshooting, and devices "while -yoke” [49, p. 21].

3. The "five zeros" system. In Japanese factories, a quality assurance program
has been developed for personnel called the Five Zeros. It is formulated as short
rules:

— do not create (conditions for the appearance of defects);

— do not transfer (defective products to the next stage);

— do not accept (defective products from the previous stage);

— do not change (technological modes);

— do not repeat (mistakes) [39, p. 30].

4. Development of a quality control system. The Japanese model of quality
management is universal quality control, which is a single process of quality
assurance throughout the firm, carried out by all personnel of the firm - from the
president to the workers of the first line of production [39, p. 29].

5. System "just in time" (JIT). The goal of this system was to further improve
production efficiency by saving resources, continually improving product quality and
process reliability. The basic principle of the JIT system is the supply of components
and the manufacture of individual parts, assemblies and machines only when they are
needed, respectively, for production or sale. It took about 20 years for the JIT
technology to move to Western industry, and about 10 years to implement the
concept as a whole [39, p. 30].

Having paid close attention to the specifics of developing a strategy at Japanese
enterprises, the priority for which is the quality of products, let us consider how high
quality is ensured in other countries.

Most of the concepts and methods of modern quality management have been
developed in the USA. G. Ford, the founder of a well-known automobile company,

applied standardization and unification - the most important elements in quality
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management, organized conveyor production, which made it possible to dramatically

increase labor productivity, reduce prices and move to mass production of cars [39, p.
21].

The need for a more complete account of the human factor in improving
production efficiency and product quality are the hallmarks of the American school.
A. Feigenbaum laid the foundations of the TQM concept (Total Quality
Management) [39, p. 23].

Since the mid-1980s, the United States has proposed and began to use such
methods of improving the performance of firms as benchmarking and reengineering.
In 1993-1994, Ford, Chrysler and General Motors, with the participation of five truck
manufacturers, with the support of 1SO, developed the QSJ9000 system of standards
as a single set of requirements for their suppliers.

The basis for the traditional high German quality is the high qualifications of
German workers and their conscientious attitude to work. The high reliability of
German products is the result of a well-established apprenticeship system - a system
of “master-apprentice” relationships among industrial workers and employees. Wide
application of the principle of delegation of responsibility, ensuring its
implementation with a well-thought-out system of measures, which allows almost the
entire team of the company to be involved in quality assurance work. Gradual and
thoughtful development of quality management systems as a consistent
implementation of various quality programs. Great attention to the automation of
production and quality management, which minimizes the role of subjective factors
in quality assurance [39, p. 13].

The Japanese generalized version of planning is characterized by the
mandatory implementation of only short-term plans, while medium-term plans are
subject to frequent changes and adjustments, up to a radical revision. Most Japanese
corporations can easily change their goals if circumstances so require.

The process of developing a medium-term plan includes the following stages
[40, p. 51-52]:
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— The central department of master planning, together with the relevant

services of the organization, determines the main goals and problems facing the
company.

— The central services of the company prepare a planned development that
fixes the general course, goals and objectives of the entire company, as well as the
direction of action for each department. Further, these documents are approved by
senior management and sent to the company departments.

— At this stage, the departments involve the calculations of their planning
services and consult with related departments. The result of this work is the first
preliminary version of the branch plan.

— The plans prepared by the departments are consolidated into a single plan by
the central master planning department. Upon completion of this work, a master plan,
which reflects the resource allocation and a list of activities, is forwarded to senior
management. After reviewing the master plan, management can send those aspects of
the plan that need adjustment to the departments for revision.

— Taking into account the recommendations of the management, the branches
make the necessary adjustments to their plans (with a detailed study of measures for
their implementation) and prepare the second version of the plan. This plan can be
supplemented with the order and content of actions under unfavorable circumstances,
with sharp changes in external conditions in a direction unfavorable for the
corporation.

— If the second version of the plans is approved by senior management, then
the budgeting of the expenses and income of the offices for the code period is carried
out.

— The preparation of a medium-term plan for the corporation is completed by
including plans for the development of related and related companies [40].

As a rule, the medium-term plan contains such indicators as: the total volume
of production, sales and profits, as well as the structure of production costs
(sometimes the volume and structure of products manufactured to order, the volume

and structure of products purchased from other companies).
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In addition to the medium-term plan, a five-year plan is being developed,

reflecting the distribution of resources in the main areas of the company's production
activities.

It should be emphasized that, since large Western corporations maintain close
contacts with consulting groups, the gap between theory and practice is not as great
as in domestic management. The larger the corporation, the more often it uses the
consulting assistance of leading management theorists in its practice.

So, strategic planning in the practice of foreign corporations has the following
characteristic features [51]:

— Multi-stage process (sequence of stages with return to previous ones in case
of unsatisfactory result). A common planning line for all corporations: mission,
objectives, strategic idea, one of the options for corporation strategies, strategies of
business units, tactical plans of business units, operational plans of business units);

— Multilevel process (main levels: corporate manager, central planning
department, heads of business units and their planning departments heads of
functional areas heads of production departments.) The entire strategic planning
process involves close interaction between different levels of management, processes
of interconnection and mutual correction of plans at each level;

— The main types of analytical work in strategic planning: collecting
information about the external and internal environment; analysis of the external
environment; analysis of the internal environment; goal setting; development of
strategy scenarios (strategic design); problem analysis; concretization of the strategy
(specific design); analysis of resource opportunities;

— The whole process of strategic planning is organized either with a
predominance of a top-down or bottom-up approach and, finally, a combination of
these two approaches (both top-down and bottom-up);

— Within the framework of Western management theory, a fairly definite
conceptual and conceptual apparatus for the strategic management of a corporation

has been formed.
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— Western largest corporations actively cooperate with theorists of strategic
management and use in their professional practice a number of specific techniques
for strategic analysis, planning and management in general.

It should be noted that the study of the experience of using the strategy in the
activities of the organization made it possible to establish that there are not so many
examples of the use of strategies by foreign companies in the public domain, but
among them one can choose the most successful areas of strategic development in
terms of increasing competitiveness.

For example, the travel company "Tuya™ was looking for the best option for
entering the market and in 2009 began to use European technologies. The employees
of the company investigated the national characteristics and specificity of the requests
of various groups of consumers and, on the basis of the results obtained, developed a
unique set of proposals for each of the constituted groups of consumers at the most
attractive prices [42].

In particular, the list of proposals includes: the concept of family tourism with
the use of children's clubs, thematic programs and expeditions for active travelers,
luxury vacations for VIP clients. In addition, one of the privileges of the organization
is provision of a full service cycle by the company: travel agency, sending tour
operator, receiving structure, transport company, hotel. The staff of the “Tuya”
company has been certified for compliance with international quality standards in the
field of service, therefore, it offers a refund to the client of the paid money if the
quality of the service does not correspond to the declared one [46, p. 131].

It is also advisable to consider an example of developing a strategy for
increasing the competitiveness of such an international company as the American
operator of fast food restaurants Wendy’s Group. This company owns the world's
third largest fast food chain. During the global financial crisis, large-scale fast food
operators began to rapidly develop foreign markets. For this, a comprehensive
assessment of the external environment, in particular the competitive environment,
was carried out, the results of which served as a starting point in the formation of the

distribution policy of the Wendy’s company, aimed at gaining competitive
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advantages in the foreign fast food markets. At the same time, resources were mainly

invested in the development of the network in regional centers, which made it
possible to open a large number of eateries in cities with a population of up to 500
thousand people, where there are no direct competitors. Wendy's eateries were also
located on highways, gas stations and train stations [46].

As an example highlighting the need for a step-by-step selection of the target
market using functional strategies to increase competitiveness, one can cite the
actions to conquer foreign markets by two world trading companies - Auchan and
Carrefour. However, these companies used different market entry strategies. Thus,
the strategy of the Carrefour company was aimed at short and medium term results.
The organization's strategy was not aggressive, at the first stage of introducing into a
new market the company was delayed at the start, then the company's specialists
waited before deciding whether to implement either an organic growth strategy or an
acquisition strategy. After losing time and not getting an immediate positive result,
Carrefour decided to curtail its activities in certain international countries.

The Auchan company considers foreign markets for long-term and deep
development, therefore, when developing a strategy, the company's personnel tried to
adapt more flexibly to the constantly changing environmental conditions. Auchan's
strategy is to strengthen the purchasing power of the majority of its customers by
offering them every day a significant amount of quality goods at prices 10-20%
lower than those of competitors. This strategy turned out to be the optimal response
to the crisis situation; as a result, the number of clients increased significantly [47].

Thus, the development of a strategy for the development of activities will allow
domestic organizations to increase their competitiveness in the domestic market, as
well as to master foreign markets; to introduce into practice such areas as a strong
product concept with a system of constant monitoring and quality improvement, a
product promotion program with a clear focus on target consumers, regional
development of a distribution network, a flexible pricing policy with a focus on
consumer preferences, and many others. Consequently, the creation of competitive

advantages for domestic organizations should take into account the experience of
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leading foreign companies that successfully develop foreign markets for the sale of

their own products.
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SECTION 2. ANALYSIS OF FINANCIAL AND ECONOMIC

ACTIVITY OF SE “BORYSPIL” 1A

2.1 General information about SE “Boryspil” IA

State Enterprise “Boryspil” International Airport is a state-owned commercial
enterprise of civil aviation, which is based on state property and is part of the
Ministry of Infrastructure of Ukraine. 100% of the authorized capital of Boryspil
International Airport belongs to the state represented by the Ministry of Infrastructure
of Ukraine [20, p.2].

Identification code (USREQOU code): 20572069.

Location: 08300, Kyiv region, Boryspil district, village Gora, street Boryspil-7.

The airport is a legal entity and operates on the basis of and in accordance with
the legislation of Ukraine and the Charter, which is approved by the Ministry of
Infrastructure of Ukraine [20].

The Authorized Management Body approve the Statutes of the Airport, the
financial plan, appoint and dismiss the Chef Executive Officer. The authorized body
make decisions on the airport:

— alienation, pledge, joint activity, concession, management, lease of property
to other legal or natural persons in accordance with the current legislation;

— write-off from the balance sheet of not fully depreciated fixed assets;

— appointment of CEO Deputies and Chief Accountant.

— voluntary waiver of the right of permanent use of the land plot;

— issue of securities and their realization;

— purchase of securities;

— creation, reorganization, liquidation of branches, representative offices,
branches having the status of a legal entity;

— organizational structure [20].

The activity of Boryspil International Airport is regulated by specialized

legislative acts of Ukraine, namely [72, P. 5-6]:
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1. Convention on International Civil Aviation [4].

2. Air Code of Ukraine [5].

3. Law of Ukraine "On Management of State Property" [3].

4. Law of Ukraine "On Natural Monopolies" [2].

5. The concept of the State target program for the development of airports for
the period up to 2023, approved by the resolution of the Cabinet of Ministers of
Ukraine of February 24, 2016 Ne126 [12].

6. State target program for the development of airports for the period up to
2045, approved by the resolution of the Cabinet of Ministers of Ukraine of May 8,
2019 Ne293-r [13].

7. The concept of the State program of development of the international airport
"Boryspil" for the period till 2020, approved by the order of the Cabinet of Ministers
of Ukraine from October 11, 2007 Ne5-r [15].

8. Strategic development plan of the state enterprise "Boryspil International
Airport", approved by the order of the Ministry of Infrastructure of Ukraine dated
July 28, 2015 Ne289 [16].

9. Airport fees for servicing aircraft and passengers at the state enterprise
"Boryspil International Airport”, approved by the order of the Ministry of Transport
and Communications of Ukraine dated March 26, 2008 Ne337 [7].

10. Rules of certification of airports, approved by the order of the State
Aviation Service of June 13, 2006 Ne407 [6].

State Enterprise “Boryspil” International Airport is the central and the biggest
airport of the global appointment in Ukraine. It serves the greatest number of
voyagers (more than 15 million every year) among other Ukrainian airports, about
65% of all flights are handled by “Boryspil” IA. “Boryspil” International Airport has
transcontinental status, which means that it handles flights across the oceans to the
other continents, and it’s no other airport in Ukraine that does the same thing.

The “Boryspil” IA 1is disposed at the decussation of various air paths, which
link Asian region with Europe, North and South America. Around fifty domestic and

international airlines bear passengers and freight from “Boryspil” on more than 100
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permanent routes. Therefore, the airport isn’t satisfied with the position of the air
gateway of only Ukraine and its capital, so it fights to become an international hub
that will provide transfer services to travelers in the area from the Moscow hub in the
north to Istanbul in the south.

The subject of activity of the organization is [20, p.2]:

1) Ancillary maintenance of air transport:

1.1. providing services to ensure takeoff and landing, aircraft parking, aviation
security;

1.2. provision of air navigation services by types: communication, navigation,
surveillance;

1.3. provision of ground handling services for aircraft, crews, passengers;

1.4. provision of refueling services for aircraft and other vehicles;

1.5. provision of services for the registration and servicing of passengers;

1.6. performance of aviation and chemical works;

1.7. etc.

2) Repair and maintenance of aircraft and spacecraft:

2.1. repair and maintenance of electrical and optical equipment;

2.2. implementation of aircraft maintenance for all types of maintenance.

3) Activities of hotels and similar temporary accommodation;

4) Warehousing:

4.1. provision of services for storage and handling of luggage, mail and cargo
(including drugs, psychotropic substances and precursors, radioactive materials and
substances, weapons) in the manner prescribed by law;

4.2. warehousing, customs licensed warehouses, temporary storage
warehouses.

5) Leasing or operation of own or leased real estate;

6) Leasing of other machinery, equipment and goods;

7) Retail trade, except of motor vehicles and motorcycles. Carrying out trade
activities, retail trade, provision of catering services, sale of food, beverages, tobacco

products and non-food products;
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8) Activities of restaurants, provision of mobile food services. Organization of

retail outlets (trading halls, tents, kiosks, vending machines) and catering
establishments (restaurants, bars, cafes, canteens, snack bars, cafeterias, culinary
shops, cafeterias);

9) Retail sale of beverages, tobacco and other food products in specialized
stores, namely duty-free shops;

10) Provision of services for some types of education:

10.1. provision of aviation security training services;

10.2. provision of educational services by educational institutions related to
obtaining education at the level of qualification requirements for advanced training
(specialty (profession)).

11) Collection, purification and supply of water. Extraction (operation) of
groundwater;

12) Sewerage, drainage and wastewater treatment;

13) Supply of steam, hot water and air conditioning. Production of thermal
energy, its transportation by main and local (distribution) heating networks and
supply of thermal energy, etc.;

14) Construction. Construction activity;

15) Transmission and distribution of electricity;

16) Passenger and land transport of urban and suburban services;

17) Provision of taxi services;

18) Provision of transportation services (relocation). Provision of freight
transport services by public road transport;

19) Maintenance of security systems. Design of fire protection and heating
systems, assessment of the fire condition of the object;

20) Activities of private security services;

21) Waste management activities:

21.1. procurement, processing of non-ferrous and ferrous metal scrap, waste

and scrap of precious metals;
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21.2. collection, procurement of certain types of waste as secondary raw

materials.

22) Activities of hospitals;

23) Carrying out economic activity on development, production,
manufacturing, storage, transportation, acquisition, forwarding, export, release,
destruction of narcotic drugs, psychotropic substances and precursors;

24) Conducting investigations. Participation in investigations of aviation
accidents and incidents;

25) Advertising and market research;

26) Postal and courier activities;

27) Intermediary activity of a customs broker and a customs carrier;

28) Activities of travel agencies, tour operators, provision of other booking
services and related activities;

29) Use, operation of cryptosystems and means of cryptographic protection of
information, provision of services in the field of cryptographic protection of
information;

30) Organization of TV congresses. trade exhibitions;

31) Activities in the field of creativity, art and entertainment;

32) Organization of various types of recreation and entertainment;

33) etc.

So, as we can see from the above list of activities engaged in SE "Boryspil” IA,
the company has a very extensive field of operation, and accordingly has a very
significant importance as a business entity.

State Enterprise “Boryspil” International Airport is included in the list of
enterprises of strategic importance for the economy and security of Ukraine, in
accordance with the resolution of the Cabinet of Ministers of Ukraine dated
23.12.2004 Ne1734 “On approval of the list of enterprises of strategic importance for

the economy and security of the state” [6].
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SE "Boryspil" 1A in accordance with the Law of Ukraine "On the list of objects

of state property that are not subject to privatization" [1] is included in the list of
objects of state property that are not subject to privatization.

According to the Procedure for compiling and maintaining a consolidated list
of natural monopolies, approved by the order of the Antimonopoly Committee of
Ukraine dated 28.11.2012 Ne 874-r [4], SE "Boryspil" IA is classified as a natural
monopoly by the following product groups:

— ensuring the landing and take-off of the aircraft;

— ensuring aviation security;

— ensuring excessive parking of the aircraft.

SE “Boryspil” TA has all the licenses and permits required to conduct its
business.

Airport was established in 1959 in “Boryspil” near military air force base by
the Ministers of the Ukrainian SSR. The location was chosen due to existence of
highway, suitable hardwood runway and the possibility of a temporary base in
common with the military. The first name of the airport was “Kyiv-Tsentralnyi”. First
routes connected Kyiv with Moscow and Leningrad, and after some with Georgia
[80].

At first all staff worked in tents, where passengers were served as well, and
only a year later in temporary buildings. In 1960s airport started to handle
international routes with Budapest, Vena, Sofia. The building of new terminal B
started in 1961 and was going in 3 years till the opening in 1965. This airport
terminal become one of the biggest in Europe and second after Moscow’s one.

The second runaway were opened in 1971, which helped to handle the growing
number of passengers. In 1993 airport got the status of state international airport
[133].

“Boryspil” International Airport takes part in various domestic and
international organizations and works under guidelines of two great worldwide air

enterprises (fig.2.1).



71

ll I UKRAINIAN CHAMBER sisentingg
OF COMMERCE AND INDUSTRY Sk

AIRPORTS COUNCIL

INTERNATIONAL Participant of

BORYS PIL

- A RPORT

FAN
=2E
Fig.2.1 Organizations in which “Boryspil” IA participates *
*Created by author based on [76]

According to item 7.1. According to the Charter [20], the airport is managed by
the Director General, who is accountable to and under the control of the Ministry of
Infrastructure of Ukraine.

Hiring (dismissal) of the Director General is carried out by the Ministry of
Infrastructure of Ukraine by concluding (terminating) a contract with him in the
manner prescribed by current legislation of Ukraine.

The Director General of the “Boryspil” International Airport is Dubrevskyi
Oleksiy Yuriyovych, which handles this position from July 2021. The airport also
creates huge number of working place for specialists in different areas, and by now
gives the job to about 3000 of employees. [76].

Organizational structure of the airport includes CEO, first CEO deputy, CEO
deputy in economics and finance, CEO deputy in commercial activity and
development, CEO deputy in engineering-technologic provision, CEO deputy in air
security, Chief Accountant, Director of Aviation Development, Director of Personnel,
Head of Legal Service (Annex A).

The main tasks of SE “Boryspil” IA are:
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—gaining profit from the economic activity;

—opportune satisfaction of economic demand and public needs for the provision
of air transportation services;

—ensuring aviation and flight safety.

SE “Boryspil” International Airport is the only one airport in Ukraine, which
has a competitive ability among European hub-airports. In 2018 “Boryspil” IA get a
first place in list of increase among the biggest airports in Europe, which serves from
10 to 25 million passengers. [133].

There are more than 40 airlines, which provide scheduled and unscheduled
flights on the base of “Boryspil” International Airport, among them are: Air Arabia,
Air Astana, Air Moldova, Air Baltic, Air France, Air Malta, Adria Airways, Atlasjet
Ukraine, Azerbaijan Hava Yollary, Azur Air, Austrian Airlines, Belavia, British
Airways, Bravo Airways, Brussels Airlines, Bukovyna, Czech Airlines, El Al,
Ellinair, Flydubai, Georgian Airways, Iragi Airways, KLM, LOT, Lufthansa, Myway
Airlines, Qatar Airways, Ryanair, SkyUp, SWISS, Turkish Airlines, Ukraine
International Airlines, Wind Rose, YanAir, etc (fig 2.2) [76].
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Fig.2.2 Airlines, which handles flights from and to Boryspil*
*Created by author based on [76]
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Airport locates in Kyiv region, 29 km east of Kiev, so there are different public

traffic connections, to ensure convenient and comfortable transition of passengers
from Kyiv to the airport. Among them are:

- Railway connection

From November 2018 an express train from the Kyiv-Passazhyrskyi Railway
Station to “Boryspil” Airport via Darnytsia was launched by Ukrzaliznytsia
(Ukrainian Railways). Trains run every hour at non-peak time and about every 30
minutes at peak time. Journey time one way is about 40 minutes. As this express has
only one stop in Darnytsia it ensures fast transition from one point to another [86].

-Road transport

There are direct busses that go from Kyiv-Pivdennyi Railway Station to
Terminal D of “Boryspil” Airport. Their journey time is about an hour; they stop one
time during trip near Kharkivska subway. Journey time of this type of transport is not
strict, cause of different road loading.

Also you can get to “Boryspil” IA by taxi, which is not the cheapest way. Or
by subway to Boryspilska station, and then by bus to airport, which can be hard with
big baggage.

Terminals of the airport are its major assets. The decisions about terminals
activity, their location, expansion and closure can make a big influence on company’s
income, passenger traffic and capabilities. Nowadays in “Boryspil” airport constantly

operates two terminals: D and F (Fig.2.3) [76].

Highway Kyiv-Boryspil "
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Fig. 2.3 Map of “Boryspil” International Airport*
*Source: [76]
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Operating capacity of the airport includes two operating terminals (table 2.1):

-Terminal D.

It is the newest among all terminals of the airport. It operates only 8 years,
starting in May 2012. The construction of this terminal started in 2008, during almost
4 years, the constructing, decoration and set-up works were made. In the result
appeared the largest terminal in Ukraine with size of 107 thousands square kilometers
[76].

To handle big amounts of foreign and home passengers 82 airport check-ins
were set up (60 for international flights, 16 for domestic flights and 6 for web-
registration); 24 control centers for air security; 28 cabins for passport control. Such
amount is suitable to avoid queues and proceed 10 thousand passengers daily. Also
primary capability of this terminal was 3,100 passengers per hour for departure and
same for arrival. Nowadays started works on widening the terminal D, which will
increase its passenger service capacity [76].

For travelers’ comfort and increase of capacity escalators, elevators and
travellators were arranged in terminal D. Also, VIP-hall and playground are operating
in this terminal.

-Terminal F.

The terminal is a new one as well, it started its work in 2010, with starting
capability to handle 900 passengers for departure and 900 for arrival for an hour.
Capacity is about 3 times lower than terminal D. After 3 years of operating from
2010 to 2013, terminal F was canned. Before opening terminal D, terminal F was
main for Ukrainian Airlines foreign flights, and served other 21 airlines [76].

The greatly overwhelmed long-standing domestic Terminal A was locked up
on 15 September 2011, in behalf of relocating all in country operations to nearby
located Terminal B. In 2013, all domestic and international operations were shifted
from Terminal B to Terminal D [76].

Firstly, it was opted to demolish the terminal F, but after signing the contract
with Ryanair, terminal become the base terminal for this airline. From March 2019

terminal F caters low-cost airlines (Laudamotion, Yanair, Bravo Airways, lragi
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Airways, Aigle Azur and Air Serbia) and charter flights. This decreased the

congestion of terminal D.
Table 2.1
Operational capacities of terminal complexes of “Boryspil”

International Airport*

Terminal Area, sg.m Bandwidth, pass/hour. Note
D 107000 3000
B 36035 2500 not used (since end of 2014)
F 20685 900
C 1227 60 not used (since 2012)
Total 164947 6400

*Source: [20, p. 7].

Canned terminals:

-Terminal A

This terminal was build up to serve flights performing on the territory of
Ukraine. It was 2 floors with waiting room, lavatory, currency exchange station and
air information counter. Two main airlines served by terminal A were “Aerosvit” and
“Dniproavia”. It served Ukrainian Airlines and “Motor-sich” as well. All flights were
relocated from terminal A to terminal B in 2011, then to terminal D. Since then
terminal A is closed. It is planned to take down terminals A and B to build in this
place new one [20].

-Terminal B

This terminal started to function in 1965 and were the basic terminal till 2012.
For that time terminal B was an innovation, because all were located under one roof.
There were located a big waiting room, restaurant, 2 cafes, shops, post and telegraph.
Terminal had 10 check-ins. In 2011-2014 terminal served all domestic flights, till
terminal D were completed and started to serve all domestic flights. Terminal B is
canned from 2014 and there are plans for its destruction [20].

~-Terminal C

It was constructed in 1995 to serve VIP-passengers. First of all, it was built to

serve personal business aviation flights. Separate rooms for relaxation,
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communication services, halls for holding press conferences, meetings and banquets

were located in the hall. After opening of terminal D all VIP-passengers service was
shifted to new terminal [20].

There is also a cargo terminal, which is dedicated to serve cargo flights, it has
station for cargo vehicles near it and station for 17 aircrafts. The construction of new
cargo terminal started in 2018.

Cargo terminal serves such cargo airlines as: Aero Charter, DHL Aviation,
Kalitta Air, Motor Sich Airlines, Turkish Airlines Cargo, ULS Airlines Cargo,
Ukraine International Airlines, Silk Way Airlines [20].

“Boryspil” Airport is a complex of engineering structures and inventory made
up to execute technological operations, which are connected with passenger service,
baggage, cargo, mail and ground handling of aircratft.

“Boryspil” Airport has two runways, with terminals occupying a center-field
location [80].

- The eastern #1 runway (36R-18L) built in 2001 serves the majority of flights.

- The western #2 runway (36L-18R) serves flights of terminal F [20].

In the long term, there are plans to build a third crosswind runway.

A short-stay car park is located in the immediate vicinity of B and F terminals,
whilst long term parking is close to the airport's access road and 'station square'. In
addition to these facilities, the airport is connected to the construction of Terminal D,
building its first multi-story car park; this will be a combined long- and short-stay car
park.

“Boryspil” International Airport is constantly improving — it improves
infrastructure, cooperates new airlines and higher up the quality of providing
services. In 2019, the Cabinet of Ministers of Ukraine approved the Concept for the
Development of the “Boryspil” International Airport for the period until 2045, the
main priorities of which are the development of infrastructure and the introduction of

modern services [76]
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2.2 “Boryspil” IA financial-economic indicators analysis

The economic analysis of the activity of the enterprise assumes the provision of
objective information to the usage of available manufacture, intellectual and financial
potential.

The financial and economic status evaluation of the business is performed
taking coefficients that allow to designate the connection of one indicator with
another. In world practice, there are that groups of indications which describe the
ownership status of the company; its liquidity; profitability; financial stability
(solvency) of the enterprise and financial and economic activity efficiency.

“Boryspil” International Airport is the state-owned enterprise with a huge
infrastructure, complex processes system and large potential to grow. As airport is a
state one, it is highly influenced by the economic and political situation in the
country, by investments and legislation of Ukrainian government. To make the
analysis of the financial and economic situation of the airport now, we will evaluate
its indicators for the final 5 years from 2016 to 2020.

SE “Boryspil” TA is the first state-owned enterprise in Ukraine, which
incorporated the new strategy of development successfully and for a few years
become a high effective and productive business from unprofitable one. Nowadays
airport is the leader among airports in Ukraine and the only one, which provide
transcontinental flights [76].

The strategy, which was chosen to perform, was called “Hub” and started in
2015. The core of it is to get more foreign passengers going through the airport,
becoming a hub, the transfer station. So passengers reach the destination point by
transferring in “Boryspil” International Airport. To implement this strategy, airport
propose large variety of routs around the world. Today the transfer passengers make
up 30% of all served passengers by “Boryspil” 1A [80].

Rising the number of transfer passengers helps airport to lower up the costs per
one passenger service. So, this came to reduce the costs on Airport services, which

attracted more airlines to cooperate with. In their turn airlines get a possibility to sell
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cheaper tickets for the same routes, and this attracted more passengers to use their

services, including the airport services. The performed strategy made a big difference
to the whole airport, and provided more income and become a stimulus for future
growth. The “Hub” strategy helped to increase the number of passengers (Fig. 2.4)
[80] [76].

So, analyzing the dynamics of passengers handled, we can see the obvious
growth during 2016-2019 years. The growth was rapid and stable with increase on
22,1% in 2017, 19,4% in 2018 and 21,1% in 2019. Airport staidly added about 2-3
million of passengers each year before the pandemic starter in 2020, which made the
great decline in number of passengers handled. The decrease in 2020 was 66,2% in
comparison with 2019, and even in comparison with 2016 it was 40,3% decline.
Obviously, this decrease hit the airport badly.
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Fig. 2.4 Quantity of passengers handled, thousands *

* Composed by the author on the base of company’s internal reports [92-96]

The stable growth of passenger traffic till 2020 was impacted by such factors
as: successful cooperation with huge air carriers in Ukraine, Ukrainian airlines;
involvement of new airlines as Ryanair, Sky Up, Air Malta etc. In general, to the
airport fly more than 50 international air carriers [20]. This factors also helps airport

to survive in pandemic and renew its work.
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Another very important for each business indicator is income. The total income

and structure of it for 2016-2019 is shown in the table below (Table 2.2):

Table 2.2
Income of airport in 2016-2019, million UAH*
Indicator Years Deviation
Absolute,+,- Relative,%
2016 | 2017 | 2018 | 2019 | 17/16 | 18/17 | 19/18 | 17/16 | 18/17 | 19/18
Income, - 3616 | 4097 | 4454 | 4746 | 481 | 357 | 292 | 113% | 109% | 107%
including:
Airport
2309 | 2587 | 2669 | 2814 | 278 82 145 | 112% | 103% | 105%
charges
Supportive
aviation 687 | 805 | 784 | 751 | 118 | -21 | -33 | 117% | 97% | 96%
services
Commercial 399 | 524 | 847 | 911 | 125 | 323 64 | 131% | 162% | 108%
services
Otherincome | 221 | 181 | 154 | 270 | -40 | -27 | 116 | 82% | 85% | 175%

* Composed by the author on the base of company’s internal reports [92-96]

It was taken into account 4 years before the pandemic, 2020 is not taken into
account, as it is obvious decline in income, therefore it will be inaccurate analysis. As
we can see total income grew up every year, on 13% from 2016 to 2017, then on 9%
from 2017 to 2018 and on 7% up to 2019. As we can see the main element of airport
income is obviously the airport charges, they make about a half of total income. This
part of income also shows the continues growth during 2016-2019, on 12%, 3% and
5% respectively.

Income from supportive aviation services raised on 17% from 2016 to 2017,
but then declined on 3% to 2018, and on 4% to 2019. Income from commercial
services on the contradiction shows continuous growth on 31%, 62% and 8%, which
means that company improved this sphere of activity. In other income was decline till
the rapid increase in 2019 on 75%.

The structure of “Boryspil” IA income will help to understand what activities
give more income for the airport. These activities should be tightly managed and
developed, to rise the income of the company in the future (Fig. 2.5).
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Fig. 2.5 Structure of “Boryspil” IA income*

* Composed by the author on the base of company’s internal reports [92-96]

As was mentioned before, main part of the income of SE “Boryspil” 1A is the
income from airport charges (passenger dues, take-off and landing fees, aviation
security fees, parking fees). Airport charges are regulated by government bodies,
which decrease the elasticity of the airport's pricing policy. Commercial services are
next activity which bear the income to “Boryspil” 1A, after that supportive aviation

services and other income.
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Fig. 2.6 Profit before taxes in 2016-2020, million UAH*

*Composed by the author on the base of company’s internal reports [92-96]
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In 2020 obviously the “Boryspil” IA had great decrease in profit before taxes.

The information on the dynamics of changes in airport profit before taxes is given in
the figure (Fig. 2.6).

In 2018, the “Boryspil” International Airport was included in the list of the
most profitable state-owned enterprises of Ukraine [76]. This is proved on the figure
by rapid growth of profit before taxes on 34% in 2018 in comparison with 2016.
Then we can see a slight decrease in 2019 on 16,6% and in 2020 company get no
profit, but losses of 1800 million UAH due to the crisis.

As we can see from the Tables 2.3-2.4, there were constant growth each year
from 2016 to 2019 in Net income, and a really rapid decrease in 2020 almost at half.

Table 2.3

The main indicators of financial and economic activity, million UAH*

Indicator Years
2016 2017 2018 2019 2020
Net income from production realization 3353 3870 4279 4476 2071
Cost of realized production 1094 1350 1751 2209 2492
Gross profit (loss) 2258 2519 2527 2267 (421)
Financial result from operation activity 2138 2360 2446 2066 (1320)
Net profit (loss) 1385 1731 1857 1533 (1482)

* Composed by the author on the base of company’s internal reports [92-96]

Table 2.4
Deviation of the main indicators of financial and economic activity, million
UAH/%*
Indicator Deviation
Absolute, +,- Relative,%

17/16 | 18/17 | 19/18 | 20/19 | 17/16 | 18/17 | 19/18 | 20/19
517 409 197 | -2405 | 115,4% | 111% | 105% | 46%

Net income from
production realization
Cost of realized

256 401 458 283 | 123,4% | 130% | 126% | 113%

production

Gross profit (loss) 261 8 -260 | -2688 | 111,5% | 100% | 90% | -19%
Financial result from | .., | go | 380 | 3386 | 110.4% | 104% | 84% | -64%
operatlon aCtIVIty

Net profit (loss) 346 126 -324 | -3015 | 125% | 107% | 83% | -97%

* Composed by the author on the base of company’s internal reports [92-96]
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Till 2019 it was 5-15% increase each year in Net income from production

realization. Cost of realized production also grew up on 13-30% each year from 2016
to 2020. Therefore, it was almost equal amount of gross profit in 2016-2019with +/-
10% variation, and in 2020 company got 421 million UAH of gross loss. Financial
results show the same situation, as gross profit, stability before losses in 2020 due to
the crisis. Net profit grew on 7% from 2016 to 2017, then on 25% to 2018, slight
decrease on 17% was in 2019 and in 2020 it was not profit, but loss in amount of
1482 million UAH. Therefore, the pandemic and cutting of flights had a great
negative influence on airport profit.

Net debt (debt reduced by cash) is a vital indicator of the enterprise financial
sustainability. Dynamics of “Boryspil” IA net debt are presented on the figure (Fig.
2.7).
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Fig. 2.7 Net debt in 2016-2020, million UAH*

* Composed by the author on the base of company’s internal reports [92-96]

On the figure we can see the sad situation, which airport is facing due to the
crisis. The net debt of the company was rapidly declining from 2016 to 2018, it was



83
only 820 million UAH in 2018. And in 2019 this indicator doubled and become more

than 3 times more in 2020.

Hopefully, when pandemic will pass away, company will cover its debts as fast
as possible, taking into account that the company manages to attract financial
resources at rates substantially lower than those established in the market and lower
than the state attracts in foreign markets. The ability of “Boryspil” 1A to handle debt
is very high — the coverage of net financial expenses by EBIT exceeds 5 times. At the
end of 2018, the National Authorized Rating Agency IBI-Rating upgraded the long-
term credit rating of SE “Boryspil” IA to the maximum possible level uaAAA [123].

SE “Boryspil” IA is one of the most stable employers in Ukraine. The airport
ensures the stable raise of salaries and increase of social protection of employees. The
dynamics of the main indicators of labor are presented in the table (Table 2.5).

Table 2.5

Average number of employees and average wages*

Indicator Years Relative deviation,%
2016 | 2017 | 2018 | 2019 | 2020 | 17/16 | 18/17 | 19/18 | 20/19

Average number of

3885 | 3921 | 4046 | 4434 | 3200 | 101% | 103% | 110% | 72%
employees, pers.

Average wages,

UAH 9230 | 12196 | 15582 | 20023 | 19367 | 132% | 128% | 129% | 97%

* Composed by the author on the base of company’s internal reports [84-89]

Till the 2020 company was yearly rising the number of employees due to
growing enterprise activities. It was 1-10% growth every year. As stated ex-head of
“Boryspil” TA, due to pandemic and big decrease of flights, it was a need to cut the
quantity of employees. So, in 2020 it was on 28% less employees than in 2019. The
salary also grew on 28-32% each year. Despite the pandemic in 2020 it was only 3%
decline in employees average salary. Nowadays airport renew its work and hire new
employees and work on salaries increase.

The financial and economic activity of the enterprise from the point of the
short term look is evaluated by indicators of liquidity and solvency. An enterprise

liquidity is the possibility and velocity to transform current assets to cash to settle
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down current liabilities as they grown-up and overripe. An analysis of the liquidity of
a company's balance sheet gives us the ability to determine the most important sides
and weaknesses in the activity of an enterprise and indicates in what spheres such
work should be done in order to develop the financial situation of the enterprise
(Table 2.6):

Table 2.6

Liquidity and solvency indicators*

Indicator Years Absolute deviation,+,-
2016 | 2017 | 2018 | 2019 | 2020 | 17/16 | 18/17 | 19/18 | 20/19

Current liquidity ratio 123|103 | 177 | 342 | 2,15 | -0,2 | 0,74 | 1,65 -1,27

Quick liquidity ratio 1,11 /089 | 158 | 308 | 183 | -022 | 069 | 15 111

Absolute liquidity ratio | 0,49 | 0,36 | 0,42 | 0,47 | 0,19 | -0,13 | 0,06 | 0,05 -0,28

Net working capital, | 292 36 827 | 1496 | 875 | -256 | 791 669 -621
million UAH

Ratio of receivables to | 0,87 | 1,29 | 1,86 | 3,3 | 15,16 | 0,42 | 0,57 | 1,44 11,86
payables

* Composed by the author on the base of company’s internal reports [92-111]

In the table 2.6 we can see 5 liquidity and solvency indicators, let’s look what
each of them show us about the company condition. Current liquidity ratio should be
in gaps from 1 to 2,5. As we can see, in 2019 this indicator was 3,42, which not so
bad, but shows, that this year management of the company may not be using the
current assets effectively. Quick liquidity ratio should be more than 1, it was only
2017, when it was less. Absolute liquidity ratio should be 0,2-0,35, in 2016-2019 the
indicator was higher, what can indicate as well about the inefficient resource
management.

We can see the increase of net working capital in period 2016-2019 and in
2020 this indicator declined about to the level of 2018. As we know, this decrease is
connected with crisis, therefore company has enough current assets to cover current
liabilities and prospect in future.

Ratio of receivables to payables is the correlation of the sum of all accounts
receivable to the sum of all accounts payable, it should be about 1. In such situation,
the enterprise can give a credit to its clients with suppliers. This means that equity is

not diverted to customers crediting, and these funds can be used to strengthen the
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enterprise's activities. This indicator grows for the whole accounted period and is

15,16 in 2020, which is extremely high.

Talking about the long-term perspective of business improvement, we should
remember that financial stability also relies on the ratio of income to cost. Even if an
enterprise has some issues with its current solvency, in the future, a positive financial
outcome will compensate the input and output cash flows, which will make the
enterprise a financially sustainable one.

From this we understand that the high profitability of the enterprise has a
positive impact on its ability to provide stable operations. Great effect on financial
sustainability also has the sum of borrowed capital relative to equity or total financial
resources. The business can operate regularly under conditions of great financial

dependence on the creditors' funds.

Table 2.7

Relative indicators of financial stability*

Indicator Years
2016 2017 | 2018 2019 2020

Own working capital, thousand UAH 291551 | 35524 | 827406 | 1495604 | 875152
cRaas:?al of providing current assets with own 0,19 0,03 0,43 0.71 0,53
Working capital maneuverability 0,53 4,99 0,23 - -
Maneuverability of own working capital 2,12 13,49 0,55 0,2 0,17
CoeffICIent (_)f providing inventories with own 1,88 0.2 4,39 i i
working capital
Inventory coverage ratio 2,8 1,14 5,6 - -
Financial independence (autonomy) ratio 0,64 0,69 0,72 0,75 0,71
Financial dependency ratio 1,58 1,44 1,38 1,33 1,41
Equity maneuverability ratio 0,03 0,004 0,08 0,09 0,06
Debt capital concentration ratio 0,37 0,31 0,28 0,25 0,29
Financial stability ratio 1,74 2,26 2,63 0,37 0,2
Total financial stability ratio 0,86 0,85 0,89 0,96 0,95

* Composed by the author on the base of company’s internal reports [92-111]

Table 2.8
Deviation of relative indicators of financial stability*
Indicator Deviation
Absolute,+,- Relative, %
17/16 18/17 19/18 20/19 17/16 | 18/17 | 19/18 | 20/19
Own working | -256027 | 791882 | 668198 | -620452 | 12,2% | 2329% | 181% | 59%




86

capital, thousand
UAH




87
Cont. table 2.8

Ratio of

providing current |, ;¢ 04 | 028 | -018 | 158% | 1433% | 165% | 75%
assets with own

capital

Working capital 4.46 476 - - 9415% | 5% - -

maneuverability

Maneuverability 11,37 -12,94 | -0,35 -0,03 | 636,3% | 4% 36% | 85%
of own working
capital

Coefficient  of -1,68 4,19 - - 10,6% | 2195% - -
providing
inventories with
own working
capital

Inventory -1,66 4,46 - - 40,7% | 491% / -
coverage ratio

Financial 0,058 0,031 | 0,028 | -0,041 | 109,1% | 104% | 104% | 95%
independence
(autonomy) ratio

Financial -0,133 -0,061 | -0,053 | 0,077 91,6% | 96% | 96% | 106%
dependency ratio

Equity -0,028 0,08 0,007 | -0,034 | 12,5% | 2100% | 108% | 63%
maneuverability
ratio

Debt capital -0,058 -0,031 | -0,029 0,042 84,1% 90% 89% | 117%
concentration
ratio

Financial -0,074 0,29 0,065 | -0,171 | 14,9% | 2331% | 121% | 54%
stability ratio

Total  financial | -0,013 0,041 | 0,071 | -0,012 | 98,5% | 105% | 108% | 99%
stability ratio

*Composed by the author on the base of company’s internal reports [92-111]

Nevertheless, shifts in the market position, another contrary effects of the outer
and inner environment can guide to the enterprise impossibility to be answerable for
the interest rate and loan repayment commitments. Therefore, a great ratio of
liabilities postures a danger to the financial stability of the company in the medium to
long term (Table 2.7-2.8).

Own working capital is the difference between the sum of equity and long-term
liabilities and non-current assets. The indicator should increase. In 2016 this indicator
was 291551 thousand UAH but decreased to 35524 thousand UAH in 2017. Then it
raised on 2229% till 2018 and on 81% till 2019. Then it follows the decline of 620,5
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million UAH in 2020, due to the crisis. So, 875152 thousand UAH is the amount of

own current assets available for the day-to-day operations of the company in 2020.

Ratio of providing current assets with own capital is calculated as the
correlation of own working capital to current assets. The indicator presents the part of
own working capital in the sum of current assets of the enterprise. The etalon value is
0.1 and above. In 2016 the indicator was 0,19 and decreased on 84,2% to 0,03 in
2017. Then we can see good values during 2018-2020 as 0,43, 0,71, 0,53
respectively. High value on this indicator tells about the financial stability of the
“Boryspil” IA and the possibility to be active, even in the insufficiency of access to
landed funds and external sources of financing for the business.

Working capital maneuverability is the ratio of inventory to own working
capital. This indicator should be decreasing. In 2016 this indicator was 0.53, but
significantly increased to 4.99 in 2017. That can be an indicator of too much
inventory, but in 2017 it was too less of own working capital, what caused such
increase of indicator. But in 2018 the working capital maneuverability decreased on
95.39% in comparison with 2017, and become 0.23. It was no needed data to
calculate this indicator in 2019-2020, so we evaluate the previous years. So, the total
decrease of indicator per 3 years is 56.6%. “Boryspil” IA shows good working capital
maneuverability.

Maneuverability of own working capital indicates the amount of your own
working capital is cash and cash equivalents. The high value of the indicator shows
that the enterprise can meet its most urgent obligations with its own working capital.
“Boryspil” A has low indicators, and it becomes lower from 2016 to 2020 on 32%,
and now it is 0.17.

Ratio of providing inventories with own working capital shows the measure to
which stocks with the lowest liquidity in current assets are protected by long-term
stable sources of financing. Increasing the value of this indicator is positive. Totally
for 2016-2018 the indicator increased on 133.51% and in 2018 it is 4.39. It was a
decrease in 2017, when the indicator become 0.2 instead of 1.88 in 2016. It was no
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needed data to calculate this indicator in 2019-2020, so we evaluate the previous

years.

Inventory coverage ratio is an indicator of financial stability which indicates
the sufficiency of funding sources to make production and other inventories. The
indicator should be increasing. As well as many of other indicators, the inventory
coverage ratio decreased in 2017 in comparison with 2016. But in 2018 the value of
indicator increased on 2.8 (100%) in contrast with 2016. This means that a large part
of “Boryspil” IA inventory is protected by stable sources of financing (equity, long-
term and short-term liabilities). For this indicator is was also not enough data in
2019-2020, so we analyze only previous years.

The financial autonomy ratio is equal to the ratio of the company's equity to all
financial resources. The value of the indicator shows which section of its assets the
enterprise is able to finance at the costs of its own financial resources. “Boryspil” [A
is financial independent, and progress every year. In 2016 this indicator was 0.64,
then increased to 0.69 and in 2018 it was 0.72. In 2019 it increased to 0,75 and
decreased to 0,71 in 2020. But it also good values, which mean that 71% of assets can
be financed through equity.

The financial dependency ratio is reverse to the measure of financial autonomy.
The financial dependency ratio is calculated as the ratio of liabilities to equity. The
value of the indicator shows the amount of financial resources the enterprise uses for
each UAH of equity. The normative value of the indicator is in the range 1.67-2.5.
The indicators vary in gaps from 1,33 to 1,58, which is lower than normative, what
can mean that “Boryspil” IA doesn’t use all possible opportunities.

Equity maneuverability ratio shows the relationship between the company's
working capital and the company's equity. Thus, the value of the indicator indicates
which part of equity capital can be used to finance current assets, and which part is
directed to financing non-current assets. This indicator should be more or equal 0.1.
In 2016 this indicator was 0.03 and decreased to 0.004 in 2017. Than it become 0,08
in 2018, 0,09 in 2019 and decreased to 0,06 in 2020. This means that for “Boryspil”
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IA it is necessary to work towards rising up the share of own resources. This will

increase the amount of working capital, which will increase the value of the indicator.

Debt capital concentration ratio is the ratio of debt to the liability amount.
Normative value is 0,4-0,6. In 2016 the value of this indicator was 0,37, and it
decreased every year till 2020 on 10-15%. In 2017 to 0,31 and in 2018 to 0,28 and in
2019 to 0,25. In 2020 the indicator increased on 17% to 0,29. The value of the
indicator is lower than the normative one, which indicates that the financial and
production potential of the “Boryspil” IA is underutilized. There is a need to look for
ways to raise additional borrowing funds, but this should only be done if the expected
return on investment (or equity) is increased.

Financial stability ratio shows the ability of an enterprise to meet its obligations
in the medium to long term. The value of the indicator indicates how much of the
hryvnia's equity is attributable to each hryvnia of the company's liabilities. High
value indicates low level of financial risks. It should be 0,67-1,5. In 2016 the value of
indicator was 1.74 and increased on 51,15% to 2,63 in 2018. Then it decreased to
0,37 in 2019 and 0,2 in 2020, what shows the great decline in airport financial
stability.

Total financial stability ratio is an indicator that shows the business ability to
keep solvent in the long term period. The financial stability ratio is calculated as the
ratio of the equity and long-term liabilities to the whole liabilities. The regulatory
value is in the range of 0,7-0,9. The value of this indicator was 0,86 in 2016, then
0,85 in 2017, and 0,89 in 2018. It became 0,96 in 2019 and 0,95 in 2020. All these
values are near the range of normative value. That says that there are good prospects
for company development, low risk of bankruptcy.

Relative indicators of business activity show the efficiency of the company’s
assets usage, the order of management inventory policies and finished products
inventories etc. Rising the intensity of use of the main elements of assets is a positive
trend, because the released part of the financial resources can be directed to other
areas (Table 2.9).
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Table 2.9
Relative indicators of business activity*

Indicator Years

2016 | 2017 | 2018 | 2019 | 2020
Asset turnover ratio 0,67 | 043 | 045 | 0,37 | 0,13
Inventory turnover ratio 8,2 |4,065]| 4,79 - -
Period of one inventory turnover (days) 439 | 88,56 | 75,17 - -
Accounts receivable turnover ratio 5,18 | 5,241 | 4,49 - -
Duration of receivables collection (days) 69,44 | 68,68 | 80,16 - -
Accounts payable payment period 33,93 | 30,31 | 31,26 - -
Equity turnover ratio (turnover) 059 | 064 | 064 | 05 | 0,18

* Composed by the author on the base of company’s internal reports [92-111]

Table 2.10
Deviation of relative indicators of business activity*
Indicator Deviation
Absolute,+,- Relative, %

17/16 | 18/17 19/18 20/19 17/16 | 18/17 | 19/18 | 20/19
Asset turnover ratio -0,25 | 0,026 | -0,089 -0,235 | 63,5% | 106% | 80% | 36%
Inventory turnover ratio | -4,14 | 0,724 - - 49,6% | 118% - -
Period of one inventory - i i 0 0 i i
turnover (days) 44,7 13,39 201,7% | 85%
Accounts _ receivable 0,057 | -075 i i 101.1% | 86% i i
turnover ratio
Duratl(_)n of receivables 076 | 11,48 i i 98.9% | 117% i i
collection (days)
Accounts  payable | 555 | g g5 i .| 893% | 103% | - i
payment period
Equity turnover ratio | 51 | - | 5138 | -0,324 | 108,6% | 99% | 78% | 35%
(turnover) 0,005

* Composed by the author on the base of company’s internal reports [92-111]

Asset turnover shows the efficiency of the enterprise assets. Ratio between
income and average annual assets. The value of the indicator shows the amount of
goods and services were sold during the reviewed period for each hryvnia of assets
used. It should be increasing. Unfortunately, the indicator decrease from 0,67 in 2016

to 0,13 in 2020. “Boryspil” IA needs to work towards optimizing the amount of
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assets. For this purpose, it can sell some unused non-current assets (if no increase is

planned), decrease the amount of inventories (if they are in excess), take measures to
recover receivables, etc. Measures to raise the airport revenue also have a good effect
on asset turnover.

For the next 5 indicators we evaluate only period of 2016-2018, because of
lack of data about 2019 and 2020. Inventory turnover ratio is a business activity
indicator that shows the effectiveness of inventory management of the enterprise. The
value of the indicator tells about the number of turnovers that made inventories in the
year. It is calculated as the ratio of the cost of production and the average annual
amount of inventories. It should be increasing. In 2016 this indicator was 8.2 then
decreased to 4.07 in 2017. The slight growth was on 17.69% to 4.79 in 2018. Totally
indicator decreased on 41.59% for three years. It shows that condition of inventory
management become worth.

Period of one inventory turnover is a business activity indicator that shows the
effectiveness of an enterprise's inventory management. The coefficient is calculated
as the ratio of the production of the number of days in the year to the average annual
amount of inventories to the cost. It should be decreasing. In 2016 inventory were
stored 43.9 days in warehouse, then in 2017 - 88.56 days. In 2018 this indicator
decreased to 75.17 days. The indicator grew and it shows the less effective company
work in forming and use of inventory control.

Accounts receivable turnover ratio indicates the effectiveness of debt
management of customers and other debtors. The value of the ratio shows the number
of accounts receivable turnovers; i.e. how many times the debtors have repaid their
obligations to the company. Indicator should be increasing. Unfortunately, it is bad
tendency of this indicator to decrease, in 2016 it was 5.18, then in 2017 increased to
5.24, but in 2018 it decreased to 4.49.

Duration of receivables collection is a customer relationship performance
indicator that shows how long customers have been paying their bills. Indicator

should be decreasing. In 2016 the indicator was 69.44 days, then in 2017it decreased
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to 68,68 days. In 2018 the duration of receivables collection was 80,16 days.

“Boryspil” IA should take measures to increase buyer payment discipline.

Accounts payable payment period is an indicator of business activity that is
used to assess the effectiveness of creditors' debt management. The value of the
coefficient indicates the period during which the company uses the funds of its
suppliers and contractors. It should be increasing. In 2016 the indicator was 33.93,
then decreased to 30.31 in 2017. In 2018 indicator become more on 3.13% and was
31.26. The indicator decrease.

Equity turnover ratio is a business activity indicator that indicates the
effectiveness of an enterprise’s equity management. The ratio is calculated as the
correlation of revenue to the average annual amount of equity. It should be
increasing. In 2016 the indicator was 0.59 and increased on 8.47% to 2017, from
2017 to 2018 the indicator didn’t change. Then it decreased to 0,5 in 2019 and to 0,18
in 2020, which is a bad dynamic.

Profitability indicators is a specific group of indicators, which shows the

profitability of company’s activity (Table 2.11-2.12).

Table 2.11
Profitability indicators*
Indicator
Years

2016 2017 2018 2019 2020
Return on assets 0,151 0,193 0,187 0,19 -0,09
Return on equity 0,238 0,278 0,259 0,277 -0,14
Return on sales 0,413 0,447 0,434 0,341 -0,71

* Composed by the author on the base of company’s internal reports [92-111]

Table 2.12
Deviation of profitability indicators*

Indicator Deviation

Absolute,+,- Relative, %
17/16 18/17 | 19/18 | 20/19 17/16 18/17 | 19/18 | 20/19

Return on assets 0,042 | -0,006 | 0,003 -0,28 127,8% | 97% | 102% -47%

Return on equity 0,04 |-0,019] 0,018 | -0,417 | 116,8% | 93% | 107% -51%
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| Returnonsales | 0,034 |-0,013 | -0,093 | -1,051 | 108,2% | 97% | 79% | -208% |
* Composed by the author on the base of company’s internal reports [92-111]

Return on assets indicates the enterprise assets effectiveness for generating
profit. Indicator should be increasing. In 2016 the indicator was 0,151, and increased
to 0,19 in 2019. A high score indicated the effectiveness of the entire management
process of “Boryspil” IA, as the rate of return on assets is formed under the impact of
all the activities of the airport. But due to crisis in 2020 the indicator became
negative, at its value was -0,09, which is really bad.

Return on equity is an indicator showing how efficient the equity is used, that
is, how much profit was generated for each hryvnia of equity raised. This indicator
should increase as well. We can see the increase from 2016 to 2019 on 0,039. But this
indicator as well became negative in 2020 and equals -0,14. Such decrease is caused
by the pandemic, so it is a hope that company will successfully grow it up after the
situation stabilization.

Return on sales is profitability indicator, which shows the amount of net profit
generated by each hryvnia of sales. Indicator should be increasing. Return on sales in
2016 was 0,413, and increased to 0,447 in 2017. As well indicator decreased on
2.91% to 0,434 in 2018. Then it also follows a decrease of 21% in 2019. And
indicator as well became negative in 2020 and equals -0,71.

The analysis of financial and economic activity of State Enterprise “Boryspil”
International Airport provided us with useful information about current situation at
the airport and the dynamic of its indicators. Having this information, it is easier to
find the bottlenecks of airport day-to-day operations and improve them with usage of
great airport potential to get greater indicators in the future.

Unfortunately, we see, that airport had a number of problems in different
spheres of activity to 2020. When pandemic started all indicators gone down
extremely. The two-months lockdown made a serious influence on financial situation
of the airport. Nevertheless, airport survived and renews its work with great zeal. So,

we hope, that airport will renew fast and will overcome all barriers in the future.
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2.3 Analysis of foreign economic activity of SE “Boryspil” IA

Foreign economic activity is the vital part of activity for the companies, which
want to develop and become leaders in their activity. As, “Boryspil” IA is the biggest
and the main airport in Ukraine, it is obvious, that it provides foreign economic
activity every day. Airport cooperates not only with domestic airlines, but has
multiple agreements with airlines around the world. State Enterprise "Boryspil
International Airport" carries out foreign economic activity on the basis of the Law of
Ukraine "On Foreign Economic Activity"” [20] of 16.04.1991 Ne958-XIl.

Looking on the graph of annual passengers’ flow for the whole history of SE
“Boryspil” [A, we can see how much pandemic influenced the airport activity
(fig.2.8).

“Boryspil” International Airport finished 2019 with optimism and big
development plans. The figures confirmed the record growth in passenger traffic. By
2019, more than 15,000,000 passengers were served. “Boryspil” topped the European
ratings in terms of growth rates. Then it was not even possible to imagine how much
the situation will change and what lies ahead. The industry crisis caused by the
pandemic has led to an unprecedented decline in passenger traffic. So, in April-May,
the passenger traffic almost completely disappeared. Only a few flights were carried
out - they brought home citizens of Ukraine. For example, if during April 2019 the
airport served 8,660 flights, in April 2020 only 490 were served, or only 5.6%.
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Fig.2.8 Passengers flow of “Boryspil” [A 1959-2020*
*Source: [86]

So, we can see, that passenger traffic in 2020 decreased to the level of 2007.
Thus, for the whole of 2020 (including the rather powerful pre-crisis January,
February and part of March), the airport served only 5,160,000 passengers, or 34% of
the 2019 figure. At the same time, transfer passenger traffic has almost completely
disappeared - it amounted to only 14% of the 2019 indicator. Only 47,000 flights
were flown, or 42% of the previous year (fig.2.9).

In 2021 airport started to increase their indicators rapidly. For 9 months of
2021, the airport's net profit amounted to UAH 189 million. This is 422 million UAH
more than the planned indicators of the enterprise and 1.04 billion UAH more than
the corresponding period last year. Thus, in the third quarter of 2021, the airport fully
covered the losses of the first half of the year, the amount of which amounted to UAH

73 million.
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Fig.2.9 General flow and part of key markets 2019-2020*
*Source: [80]

At the same time, for a total of nine months in 2021, 6,976,939 passengers
were served, including 4,093,166 - passengers of regular flights, 2,883,773 - non-
scheduled. Compared to the same period in 2020, the total number of passengers
increased by 72%. The dynamic of passengers’ flow growth for last 9 months of 2021
is shown on the figure (fig.2.10).
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Fig.2.10 Dynamic of passengers’ flow in January-September 2021*
*Composed by the author based on [80]
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General Director of the State Enterprise "Boryspil" 1A Alexey Dubrevsky

commented on how they increased the number of passengers and get 189 million
UAH of profit for 9 months of 2021: “We have been able to improve efficiencies,
optimize costs and implement advanced technology tools and best business practices
to accurately predict all risks and prepare for the upcoming change. The financial
results confirm that the adopted management decisions were correct and allowed to
optimize costs, increase passenger traffic indicators and bring service to a new level.
It was these measures of influence that made it possible to increase the airport's net
profit. Today we are fixing the result: the airport not only demonstrates profitability,
but also fulfills its obligations to the state. At the end of 9 months of 2021, the accrual
of a part of net profit to the state budget is UAH 151 million - 80% of net profit.”
[125].

Among other ways to increase profit and overcome crisis, in “Boryspil” IA was
paid a lot of attention to cooperation with old and new airlines and opening new
routes. With the end of the global lockdown in June-July 2020, carriers tried to
actively restore air traffic. 75% of airlines returned to the airport. But, unfortunately,
the number of their flights was much less than the traditional one.

In 2020, the airport operated the following airlines: Windrose, UIA, Sky Up,
Azur Air Ukraine, Belavia, KLM, Lufthansa, Ryanair, SWISS, Czech Airlines,
Turkish Airlines, LOT Polish Airlines, Pegasus Airlines, Flydubai, Air France,
Austrian Airlines, SAS, Air Astana, Air Arabia, EI Al, Air Baltic, Qatar Airways.
More than 70% of Boryspil's passenger traffic during 2020 was provided by
Ukrainian air carriers [80].

Such cooperation with airlines, which helped to stabilize the situation, were
made:

1. Air Arabia resumed regular flights to “Boryspil” International Airport on
October 25, 2020. The airline will operate flights to/from Sharjah International
Airport [131].

2. On December 18, 2020, Qatar Airways resumed flights to Ukraine. Today,
after a nine-month break caused by the spread of the COVID-19 pandemic, a Qatar
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Airways plane landed at “Boryspil” International Airport. The airline will operate 3

flights a week [142].

3. In June 2021, three new domestic routes were opened: Uzhgorod, Chernivtsi
and Kryvyi Rih. Prior to that, passengers could fly from “Boryspil” International
Airport to seven Ukrainian cities: Odessa, Lviv, Ivano-Frankovsk, Kherson,
Zaporozhye, Dnipro and Kharkiv. Now the list has expanded to 10 cities.

4. Flynas Airlines has opened another direction from Boryspil International
Airport. On July 2, 2021, Flynas operated its first regular flight to Boryspil
International Airport on the route Jeddah (JED) -