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ANALYSIS OF CURRENT

TRENDS IN INNOVATION

AND INVESTMENT ACTIVITY

OF UKRAINIAN METALLURGICAL
ENTERPRISES

Abstract

The current stage of the socio-economic development of the Ukrainian economy is
characterized by an imperfect economic base, low level of labor productivity, high re-
source intensity and energy consumption of production. It is the result of insufficient
innovation and investment activity — a leading factor in the growth of competitiveness
and a serious obstacle in the conditions of increasing openness of the economy, joining
the country to the processes of globalization. This also applies to the development of
the metallurgical industry, which is one of the basic branches of the national economy,
since its production and export potential largely determine the stability of the econo-
my and the filling of the budget of the country.

The article analyzes the influence of financial and administrative analysis on the mana-
gerial, financial and investment activity of the metallurgical industry, which enables to
assess and determine the innovation and investment level of the metallurgical industry
and to analyze the structure of world steel production.

It should be mentioned that although such parts of economic analysis as financial and
administrative are deepening and complement each other, they should be considered
separately, because it will allow to improve organizational, informational and method-
ological assurance, based on methodological approaches and considering practical needs.

Keywords investment development, innovation activity, economic

analysis, assets, metallurgical enterprises, Ukraine

JEL Classification  E22, 161,030

INTRODUCTION

In modern conditions, there are rapid changes in the technological mode
of production, economic structure, the nature of economic growth, val-
ues and motivations, perceptions of the criteria of social progress.

Among the main problems of Ukraine’s innovation development are:

1) lack of real mechanisms for pooling existing resources and their
concentration on the most significant and promising areas of
development;

2) absence of a relationship between the increase in sales by private
companies and the increase in funding for research and develop-
ment carried out by them;

3) lack of clear orientation of innovation policy to address specific
economic problems of regions and their restructurings, consider-
ing market factors;
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4) significant duration of the registration procedure of the innovation project, which does not encour-
age legal entities and individuals before it passes.

Nowadays the issue of implementing a new innovation policy is a crucial prerequisite for industrial de-
velopment of metallurgical enterprises. The central point in the strategy of innovation activity of the en-
terprise is its existing innovative potential, which depends on the effectiveness of the implementation of
innovation strategy, as well as the efficiency of the operation of the entire organizational and economic
mechanism of innovation activity of the enterprise.

The problem of the analysis of innovation and investment activity of metallurgical enterprises is ex-
tremely relevant, since the economic potential of society characterizes only the general status without
revealing the nature of processes occurring directly in industrial enterprises. It is necessary to have
objective information and trends in the development of the industry, both world and domestic, in order
to construct the forecasts and develop the strategies for the development and adoption of effective man-
agerial decisions at enterprises. Therefore, the differentiation of economic analysis into financial and
managerial is relevant and at the same time dubious. The importance and necessity of the study of this
issue is determined by the lack of organizational, methodological and informational security of both

types of analysis and requires a scientific approach to the solution of this problem.

1. LITERATURE REVIEW

Despite significant scientific achievements in the
field of the theory and methodology of financial
and managerial analysis, covered in the works of
many economists, there is no single approach to
the allocation of such types of analysis and their
influence on the innovation and investment activ-
ity of metallurgical enterprises.

Differentiation of the analysis of economic activi-
ty of the enterprise into managerial and financial
character is determined, in particular, by the dif-
ferentiation of accounting into management and
finance.

However, such an approach to the allocation of
these types of economic analysis is not support-
ed by all economists. Thus, in particular, in the
monograph on accounting, control and analysis
in international business, the authors point out
that “it is impossible to divide the accounting sys-
tem to managerial and not managerial (financial)
ones. Such division is conditional, and there is no
scientific or practical significance. Consequently,
the division of analysis into two types according
to this criterion can’t be considered as correct”
(Borodkin, 2001; Popovich, 2004).

Of course, the differentiation of economic analy-
sis into financial and managerial can be based on

the system of accounting as the main information
base used in the implementation of one or another
type of analysis. There are a lot of other peculiari-
ties that differentiate the managerial analysis from
financial one.

In addition, some economists often identify the
financial analysis as external analysis, and man-
agerial as internal. This approach is also illogi-
cal, since information obtained through finan-
cial analysis is also required by internal users
(Kindratska, 2006).

Conceptual model of managerial economic anal-
ysis consists of several blocks of analytical tasks:
1) comprehensive managerial analysis, 2) opera-
tional managerial analysis, 3) problematic oper-
ational analysis, 4) financial managerial analysis
(Svichkar, 1999).

Then, Svichkar divides financial managerial anal-
ysis into “internal financial analysis and external
financial analysis”. Considering managerial and fi-
nancial analyses, it is expedient to determine their
place in the overall system of economic analysis.
Such an opinion is also supported by Kindratska
(2006), Mnyh (2005), Sheremet (2002).

Lakhtionova (2004) states that “under the term “fi-

nancial analysis” should be understood an exter-
nal and internal analysis of the results of activity

117



Investment Management and Financial Innovations, Volume 15, Issue 2, 2018

and financial state of the enterprise, financial rela-
tions, the aggregate of financial resources and their
flows in a single production and trade process, and
under the term “managerial analysis” - an inter-
nal economic analysis (analysis of material, labor
resources, analysis of fixed assets, analysis of costs
and benefits and cost of production)”.

Innovation and the ability to implement the in-
strument of scientific and technological progress
is a prerequisite for the development of the so-
cio-economic complex of the country, which is
largely determined by the development of its en-
terprises. But the ensuring the innovative enter-
prise development is possible only with sufficient
funding and attracting a sufficient amount of
investment. Therefore, there is a need to create a
mechanism for activating innovation and invest-
ment activity of enterprises as metallurgical enter-
prises, as well as other types of activities.

The world economic literature interpreted the term
“innovation” as a potential transformation of sci-
entific and technological progress in real, embod-
ied in new products and technologies. Innovation
(English) arose from two words: the first is Latin
“innovation” (novelty, innovation) and the second
one is English prefix “in”, which means “in”, “in-
troduction”. Consequently, the translation from
English “innovation” means the introduction of

something new (Mishenin, 1996).

The Law of Ukraine “On Innovation Activity” de-
fines the term “innovation” as newly created (ap-
plied) and (or) improved competitive technologies,
products or services, as well as organizational,
technical, industrial, administrative, commercial
or other considerations that significantly improve
the structure and quality of production and (or)
social sphere (2002).

According to Schumpeter (2008), innovation is
the use of new combinations of existing produc-
tive forces to solve commercial problems. The au-
thor saw them as the source of the development of
economic systems. Back in late 60’s of the twen-
tieth century, he identified five types of innova-
tions: 1) manufacturing of a new product which is
not known to consumers or a product with quali-
tatively new properties; 2) introduction of a new
means of production; 3) development of a new
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market of a particular industry of the country; 4)
finding new sources of raw materials and semi-
finished products; 5) application of new organiza-
tional forms.

Twice (1989) defines the innovation as a process in
which the invention or idea becomes economical-
ly significant. Sahal (1985) considers innovations
as elements that remove from the equilibrium the
entire economic system. They are accompanied
by persistent fluctuations, which are prolonged
by the extended action of some radical innova-
tions. Drucker (2008) defines innovation as a spe-
cific entrepreneur tool that provides resources
to new wealth creation opportunities. Medinsky;,
Shakurova (1997) state that the innovation is an
object that has been introduced into production
as a result of a scientific research or a discovery,
which is qualitatively different from the previous
counterpart. Dykha, Tanasiienko, and Kolisnyk
(2017) consider the introduction of innovations as
the key factor in the growth of labor productivity.
Shtuler, Cherlenyak, Domyshche-Medyanik, and
Voitovych (2017) allocate innovative processes as a
key aspect of competitiveness in the global econo-
my. Fathutdinov (2002) states that the innovation
is the final result of introduction of innovation
to change the control object and obtain econom-
ic, environmental, technological or other type of
effect.

Consequently, innovation can be interpreted in
three aspects:

1) innovation in the broad sense - as any change
that increases the competitiveness of business
entities;

2) innovation in the narrow sense - as a process
of transformation of scientific achievements
into production;

3) innovation, which is introduced in economic
practice.

So, the innovation is any innovation, a new phe-
nomenon or any change, the introduction of which
in operation reduces the consumption of natu-
ral resources, improves the quality of production,
production capacity and competitiveness of the
company both in domestic and foreign markets.



Investment Management and Financial Innovations, Volume 15, Issue 2, 2018

By exploring innovation activity, it is necessary to
draw attention on the investment activity of mod-
ern enterprises.

The sources of investment resource formation in a
market economy are diverse. In the economic lit-
erature, four different groups of interpretation of
the concept “investment” are distinguished:

1) investments are determined on the basis of
payments, that is, through the flow of pay-
ments and expenses;

2) investments, which are determined on the ba-
sis of property — investments are considered as
a process of conversion of capital into objects
of property in the balance sheet assets of the
enterprise, including securities;

3) combinatorial concept of investments - in-
vestments aimed at expansion of business or
creation of conditions for increasing the effi-
ciency of its functioning;

4) investments, which are determined on the
basis of the dispositional concept - the pro-
cess of investment, which involves connec-
tion with financial means, which reduces the
level of their free disposal by the enterprise
(Dvornik & Perupka, 2008).

Among the foreign scholars, whose works investigate
the topic of investments, it is necessary to mention
Hitman and Sharpe. They focused on investment is-
sues, factors that affect them, as well as the signifi-
cance and impact of investments on the national and
global economy. The most expedient definition of
investments is given by the authors of “Economics”
K. P. McConnell and S. L. Bru: “This is the cost of
building new factories, on machines, equipment
with a long service life; costs of production and ac-
cumulation of means of production and increase of
material stocks; the costs of improving education,
health of workers or increasing labor mobility”.

In the domestic literature, investment and invest-
ment activity are often defined as “a complex of
measures and actions of individuals and legal enti-
ties that invest their own funds (in material, finan-
cial or other property form) in order to generate
profit” (Haitsev, 2006). According to the author,

investments are monetary, financial, material and
intangible assets that are planned to be attracted
to a certain type of activity for the purpose of de-
velopment of any sphere, introduction of modern
innovative measures, improvement of the produc-
tion process, profit making and to achieve social
and environmental effects.

Consequently, the economic categories of “invest-
ment” and “innovation” exist only in their interre-
lation, besides, in the context of enterprise devel-
opment, separate existence of investments and in-
novations is not possible. This is explained by the
fact that innovation is a prerequisite for enterprise
development and requires significant investment.

2. METHODS

Achievement of the objectives of the article is
made by such general and special methods of in-
vestigation, analysis and synthesis, generalization
and systematization, the dialectical approach.

The purpose of the research is to describe the pe-
culiarities of financial and managerial analysis
of innovation and investment activity, studying
them as separate types of analysis and intercon-
nections as elements of an integrated management
system for metallurgical enterprises.

3. RESULTS

The sources of accounting and analytical infor-
mation are accounting system and analysis. This
provides the necessity to set clear definition and
justification of the general characteristics of ac-
counting and analytical information for the intro-
duction of innovations and investments in the de-
velopment of metallurgical enterprises.

The accounting information has its own peculiar-
ities, which makes it very important for manage-
ment and making the right conclusions. It arises
at different stages of accounting technology and
solves various accounting tasks:

o each economic process is recorded as a trans-

action in the primary documents, which is a
certain confirmation of its implementation.
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This document is a starting point for further
accounting and registration in other docu-
ments (accounting registers);

« accounting registers, therefore, after filling,
become the carriers of accounting informa-
tion and play an already significant role for
analyzing and obtaining analytical informa-
tion, after carrying out some mathematical
and analytical settlement procedures;

o it is possible to draw up accounting forms,
which serve as a certain proof of the business
activity of the enterprise on the basis of the
compilation of registers.

Essentially, the reports are the main sources of
economic analysis and are the most important for
management.

Analytical information includes the results of
the implementation of the procedures for math-
ematical and logical processing of forecast, plan-

ning, accounting and regulatory information on
the given algorithms of calculation, appearing as
generalizing one in regard to the other types of
information.

Analytical information is a product of economic
analysis. At the large enterprise, it is carried out
by specially created analytical groups or units
led by analysts. The main range of their tasks in-
cludes not only the generalization and analysis of
the sales, production program, execution of plans,
calculation of profitability indicators, creditwor-
thiness, sustainability, etc., but also providing in-
formation management on the reliability of part-
ners, buyers, reputation of goods, prices, business
project evaluation, analysis of external financial
and other kinds of information. That is to say, this
is a fairly wide list of issues.

Based on the study, the scheme is built for the for-
mation of accounting and analytical information
for enterprises interested in effective management
decision-making (Figure 1).

Source: Developed by the authors.

DECISION-MAKING

STAGES OF Primary Current Recovered
ACCOUNTING accounting accounting accounting
. Registers, . .
SOURCES | Primary analvtical book Financial
OF INFORMATION documents vt R reports
keeping
DEPARTMENTS -~ Production Accounting Technical
control
Marketing Supplying
DEPARTMENT OF ECONOMIC ANALYSIS
(accountant-analyst, financial director)
Analysis of the Preparing of
STAGES staFe, .dynamlcs . Estlma.tlon of internal
of indicators of innovation and management
OF ANALYTICAL |.-._. . . . A
WORK innovation and investment documentation,
investment potential conclusions,
development propositions

Figure 1. The scheme of formation of accounting and analytical information on innovation
and investment activity of the enterprise
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Apparently, the analytical process of information
processing plays an important role in this process.
In order to be effective, analytical work at the large
enterprise needs to be properly organized. It re-
quires an additional material and technical base and
performers, which means more spending of funds.
Some accounting and analytical information comes
from the heads of departments and is characterized
by operational analysis of a certain area of the en-
terprise, meaning the department. At the enterprises,
where the department of economic analysis operates
well, there could be differentiated three main stages
of carrying out analytical work and obtaining in the
final result of accounting and analytical information.

At the first stage of the analytical process, it is neces-
sary to draw up a plan of analytical work at the en-
terprise and prepare all necessary materials for the
actual analysis as such. That is at this stage that the
materials of the previous research are studied, and
the performers are appointed.

At the second stage, there is carried out the collection
(with the use of statistical reporting, data of synthetic
and analytical accounting, planning documentation,
results of observations, etc.) and validation of the in-
formation used. A thorough analysis of various in-
dicators of the company’s activity, the influence on
them of the relevant factors, the interdependence of
the indicators and their significance to ensure the
growth of the profit of enterprises is carried out, the
directions and reasons for the deviation of the actu-
al values of the indicators from the forecast, as well
as the reserves, increase the efficiency of the enter-
prise. At this stage, all possible methods and tools of
economic analysis are used, including comparison,
graphical, balance, elimination (the influence of each
factor on the value of the investigated object), statis-
tical, etc.

At the third stage, the results of the analysis are sum-
marized, conclusions are drawn up, and proposals
are made for improving the efficiency of the enter-
prise, eliminating shortcomings in the work and
mobilizing unused reserves. Compulsory element of
this stage is the systematic monitoring of the imple-
mentation of decisions taken in accordance with the
results of the analysis.

Continuous improvement and reformation of do-
mestic accounting, transition to International

Accounting and Reporting Standards makes it more
distinct from financial and managerial, which cer-
tainly had an impact on the methodology, methods
and organization of the analysis of the business ac-
tivity of the enterprise.

Consequently, the place of financial and managerial
analysis in the general system of economic analysis
can be reflected by the following scheme (Figure 2).

On the basis of the proposed scheme (Figure 2), it
looks reasonable to consider the common features
and differences of each type of analysis (Table 1).

Differentiation of analysis of business activity into
the external and internal is based on dividing the us-
ers into external and internal.

Internal users include owners, top managers, man-
agers of different levels of management, and other
staff who make managerial decisions. External users
are investors, lenders, controlling bodies, as well as
other interested entities.

The indisputable difference is in the information
base of both types of analysis. As the access to the
information concerning company’s activity is closed,
the basis of the external information analysis infor-
mation is only the public financial statements of the
enterprise in balance sheet, financial results state-
ment, cash flow statement, statement of equity, and
notes to the annual financial statements. Proceeding
from the availability of information assurance, ex-
ternal analysis can only be financial, since external
actors are not able to use the information necessary
for managerial analysis.

Internal analysis, as a source of information, uses
not only financial reports, but also a set of account-
ing, economic, technical and other information.
Performance of internal analysis is not regulated,
limited in time and is not informational. Since inter-
nal users have access to any information resources of
the enterprise, the results of this analysis are confi-
dential and are considered to be commercial secrets.

It is clear that for external and internal users, differ-
ent information on the activities of the company is
needed. Therefore, according to the needs of users,
different aims and objectives are set before internal
and external analysis. Thus, the purpose of external
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Source: Developed by the authors.

FINANCIAL ANALYSIS:
* property status of enterprise;

parties);
* capital adequacy for current
operations and long-term

ECONOMIC ANALYSIS
OF BUSINESS ACTIVITY

T ( ) e ™
> INTERNAL ANALYSIS —» MANAGERIAL ANALYSIS:
N J * formation of complete and
¢ verifiable information about the
4 N activity of the enterprise and its

* level of enterprise’s risk (possibility
to settle the obligations to third

property status;

» providing information to the users
in order to monitor the compliance
with Ukrainian legislation,
the expediency of economic
transactions;

* prevention of negative results

investments; in the implementation of business
* need for additional funding sources activity of the enterprise
- J o J
4 1\ 4 1\
> EXTERNAL ANALYSIS —p FINANCIAL ANALYSIS
NS J/ & J & J

Figure 2. The scheme of displaying the place of management and financial analysis in the general
system of analysis of economic activity of the enterprise

financial analysis is a general assessment of the prop-
erty and financial status of the enterprise, its credit-
worthiness, solvency and investment attractiveness.
Internal analysis is intended for top managers and
managers of the enterprise, so its main purpose is to
provide them with information to make manageri-
al decisions; identify internal reserves; increase the
efficiency of enterprise’s activity; evaluate of the en-
terprise’s activity and its subdivisions; define general
tendencies and regularities of the environment and
its influence on the activity of the enterprise; assess
the enterprise strategy.

It should be noted that financial and managerial
analyses, as varieties of internal analysis of busi-
ness activity, have common features and, as separate
types, have certain differences. The same is true for
internal and external financial analysis. On the one
hand, common features characterize them as one
type of analysis (financial), differences - as varieties
of financial analysis (external and internal).

The main difference, which is the basis for division
of internal analysis into managerial and financial,
is their objects, being the matter of the study. In
managerial analysis, the objects are material and
labor resources, their use and provision of en-
terprises; production and non-production costs;
prime cost, quality, and volume of production.
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The objects of financial analysis are cash flows, fi-
nancial performance, financial position, solvency;,
liquidity of the enterprise, and others.

Of course, the information basis for managerial
and financial analyses is also different. In mana-
gerial analysis, a large amount of accounting and
off-balance information is used. For financial
analysis, basically financial accounting data and
financial statements are used. However, the in-
formation basis for internal financial analysis is
much wider than those being used in the external
financial analysis.

Besides, managerial and financial analyses have dif-
ferent purpose and objectives. The main purpose
of managerial analysis is to provide the informa-
tion for management decisions on: the provision
of the company with basic assets, land, material
and labor resources; production, sales, prime cost
and product quality; cost behavior and break-even
production; detection and development of unused
reserves, etc. The internal financial analysis of the
enterprise is carried out for the purpose of esti-
mating and forecasting the financial condition of
the enterprise.

Based on the stated purpose and objectives, there
are revealed the functions of managerial and fi-
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Table 1. Comparative characteristic of types of economic analysis

Source: Developed by the authors.

Internal analysis

External analysis

No Spheres of influence

Managerial analysis

Financial analysis Financial analysis

1 Users of information

. Analysis of resource endowment, :
production process, production
prime cost in order to make
managerial decisions

coeffi

cients

8 ' Availability of results
i of research

Internal user.

Complex of economic and non-
economic information

Money and or§anic producers,

Confidential information

External users

and other financial
information
Assessment of financial
status of the enterprise
in regard to determine
its creditworthiness and
investment attractiveness

Assessment of
: financial status to plan i
i business activity of the |
: enterprise

Financial results of activity, financial status, paying
capacity, liquidity of the enterprise, etc.

Performing by auditor and
consulting companies

Public information

nancial analyses. Thus, the main function of

managerial analysis is diagnostic, which consists

in identifying the causes of changes that arise in

the process of business activity and measuring the

influence of factors on these changes; searching -
there are revealed unused reserves and opportuni-
ties for further development of the enterprise. In

the process of financial analysis, the evaluation

function is implemented — meaning that the state

of the enterprise is determined, and the searching

— there are revealed potential opportunities for fifi
nancial growth.

Regarding the management process, managerial

analysis is clearly operational, and financial - rety
rospective. The financial analysis, which is mainly

based on the financial statements, reveals the lost

opportunities and errors that have been made

during the year and at the time of their discov-
ery have lost their significance. Nevertheless, both

managerial and financial analyses are essential

for assessing the future performance of a business

and allow them to receive both retrospective and

strategically oriented information.

Understanding the problem of organizing econom-
ic analysis is objectively due to the fact that the or-
ganization is closely linked with the methodology of
conducting analytical studies, the use of computer
facilities in economic work, organizational structure
of management, a system for monitoring the imple-

mentation of the results of analysis. Each individu-
al case reveals an organization on the one and only
hand; therefore, its holistic characterization is pos-
sible only through a comprehensive study of its vari-
ous connections. It requires the substantiation of ap-
proaches that would ensure the rational organization
of analytical work.

The organizational structure of both managerial
and financial analyses can be centralized (sepa-
rate departments of economic analysis are created
in the management structure), decentralized (the
complex of analytical works is distributed in the
operating system of management) or combined
(combining both forms). However, managerial
analysis, especially in large enterprises, is often
organized by the centers of responsibility (income
center and cost center).

An important distinctive difference between man-
agerial and financial analyses is the use of tech-
niques used in the process of their implementa-
tion. The main methods of conducting managerial
analysis are: analysis of break-even; margin analy-
sis; cost behavior analysis; analysis of budget exe-
cution and others.

Financial analysis is carried out using the follow-
ing methods: express analysis of financial condi-
tion; analysis of financial coefficients; factor finan-
cial analysis.

123



Investment Management and Financial Innovations, Volume 15, Issue 2, 2018

Source: The World steel Association. Retrieved from https://www.worldsteel.org/
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— —2016

Figure 3. Dynamic tendencies of steel production

Managerial and financial analyses have a signifi-
cant impact on the study of operational activities
of metallurgical enterprises. With these types of
analysis, one can determine the rates of econom-
ic growth and the availability of investment re-
sources. Using them in the work of metallurgical
enterprises will lead to a deeper study of both op-
erational and financial and investment activities,
which in turn will increase the innovation and in-
vestment development of such enterprises and in-
crease competitiveness on the world market.

Metallurgical production is the leading indus-
try in Ukraine. In the structure of the economy;,
36% belongs to metallurgical industry. The lead-
ing role of metallurgy in shaping the GDP of the
country is confirmed by the International Steel
Association (World Steel Association). According
to its data, Ukraine is in the 10th place, producing
24 million tons of steel (in 2016). Let us consid-
er the trends on the example of steel production
(Figure 3, Table 2).

According to statistics, resuming the results of
January, China has traditionally maintained the
leadership in the ranking of world steel producers
with an index of 67.2 million tons (up to 7.4% by
January 2016).

Further, the countries in the top ten ranking have

been placed in the following order: Japan (9 mil-
lion tons, +2.7%), India (8,4 million tons, +12%),
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USA (6,9 million tons, +6.5%), Russia (6,2 mil-
lion tons, +11.6%), South Korea (5,9 million tons,
+3.2%), Germany (3,6 million tons, +1.2%), Turkey
(2,9 million tons, +12.8%) and Brazil (2,8 million
tons, +14.4%)

The third part of all steel in the world is produced
by 10 global world corporations: ArcelorMittal,
Hesteel Group, NSSMC, POSCO, Baosteel
Group, Shagang Group, Ansteel Group, JFE Steel
Corporation, Shougang Group, Tata Steel Group.
50% of corporations — the biggest producers of
steel — belongs to China, 20% - to Japan, 10% - to
South Korea, that is to say almost 80% of corpora-
tions are located in Asia. Dynamics of steel pro-
duction by the world corporations for the last 5
years is presented in Table 2.

Analyzing Table 2, it should be noted that the
rating of metallurgical enterprises mostly de-
pends on the status of the material and techni-
cal base. In comparison with the average degree
of depreciation of fixed assets in the industry in
2015, metallurgical enterprises showed a much
better indicator — 41.2% (Table 4) in comparison
with 2016 - 54.9%, although in developed coun-
tries, particularly in the USA, it ranges from 15
to 25%. However, the pace of equipment upgrade
is rather slow, even in the pre-crisis period they
did not exceed 8%, thus forming a 13-year cycle
of renewal of fixed assets. The global financial
crisis and its subsequent socio-economic crisis
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Table 2. Dynamics of steel production by the world corporations

Source: The World Steel Association. Retrieved from https://www.worldsteel.org/

200 b Companies Country = 2012 2013 2014 = 2015 2016
T 1 ArcelorMittal Luxemburg : 93.58 i 96.10 i 98.09 i 97.14 i 95.45
22 ChinaBaowu Grup China 7912 8322 7640 6071 6381
3 3 Hesteel Group (Hebei lron and Steel Co China | 42.84 = 4579 4710 = 47.75 = 46.18
4 4 g@gﬁgg;‘ﬁfﬁ'@gg&g{‘itomoMeta' Japan | 47.86 5013 4930 | 4637 4618
5 o s s wa w0 aee s
6.6 Shagang Group oo China 03231 0 35.09 03533 ¢ 34.21 1 3325
7 7 Ansteel Group China = 30.23 = 33.69 = 3435 | 3250 @ 33.19
'8 8 JFESteel Coporation Japan | 3041 . 3116 3141 . 29.83 = 30.29
5o S RS PR e
10 .10 TaasSteelGroup . i India = 2297 . 2527 2620 . 2631 . 24.49
40 37 Metinvest Holding LLC  Ukraine 1434 1430 1118 . 965 . 10.34
65 74 ISD Ukraine = 8.49 . 794 = 6.03 = 4.80 = 4.6

have considerably reduced the investment op-
portunities of enterprises, which manifested it-
selfin reducing the rate of renewal of fixed assets
to 2-3% per annum.

The investment development of the metallurgi-
cal industry is ensured by the introduction of
resource-saving technologies. Today, Ukrainian
metallurgical enterprises consume on average 4.8
times more energy per ton of steel than in Poland,
9 times more than in Turkey and 11-12 times more
than in the USA. In the structure of energy bal-
ance of Ukrainian metallurgical enterprises, nat-
ural gas takes 15% as of 2015. At the same time,
most steel producing countries have abandoned
valuable natural gas in favor of coal-fired fuel
technology, which is not only cheaper, but also en-
vironmentally friendly.

Solving the problems of the mining and metal-
lurgical complex requires significant investment
expenditures with rather high payback periods -
5 years or more. Considering political instability
and economic crisis, investors consider long-term
investments as too risky. Prior to the crisis of 2014,
the metallurgy industry was in a more favorable
position than other sectors of the economy, with
the exception of grain crops, in terms of attracting
investment, due to its export-oriented nature. In
the last nine years, it ranks third in terms of cap-
ital investment after the energy industry and the
food industry. In the period 2014-2016, the dy-
namics of capital investment, as opposed to anoth-
er key industry sector, which is more oriented to-
wards domestic consumption — machine building,
remained positive, but due to inflation, the real
cost of received funds decreased by 40% (Table 4).

Table 3. Fixed assets of metallurgical industry in Ukraine

Source: State Statistics Service (2016). Scientific and innovative activity in Ukraine.

Statistical bulletin. Kyiv. Retrieved from http://www.ukrstat.gov.ua

Indicators 2008 2009 2010 2011 2012 2013 2014 2015 2016
Cost of fixed assets at i ; : : : : : :
the end of the year, UAH  © 103271 : 132570 @ 138210 : 254009 : 247685 : 181908 : 196804 : 235184 : 295825
million : : : : : : : :
Level of depreciation of 62.4 59.5 59.3 63.3 63.0 44.7 41.2 41.2 54.9
fixed assets, % ) ) : ) : : : : :
Implementing of fixed
assets into action, UAH 7849 5375 3296 5080 6686 11876 3944 7571 7147
million
Coefficient of renewal, 0.076 0.041 0.024 0.020 0.027 0.065 0.020 0.032 0.024

items
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Table 4. Innovative activity of metallurgical enterprises

Source: flepkaBHa Cnyba CtatucTukm YKpainu [Derzhavna Sluzhba Statystyky Ukrainy] (2016).
MpomucnosicTb YkpaiHu y 2011-2015 pp. [Promyslovist Ukrainy u 2011-2015 rr]. Kyiv: DSSU.

Indicators 2014 2015 2016
Characteristic of enterprises which carried out innovative activity

Quantity of enterprises which carried out innovative activity (as for the areas of ' 138 ' 65 73
innovative activities), items

among them funds were spent
on internal scientific researches 23 13 21
on external scientific researches 15 11 18
on purchasing machines, equipment and software 78 40 53
other external knowledge 7 i 10
studying and preparing of staff 22 - o
market implementing of innovations 4 - -
Other '''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 10 16 . 28.
Quantity of industrial enterprises which implemented innovations, items 110 54 7
implemented innovative processes M 36 53
among them low-waste and resource-saving 10 17 28
implemented innovative types of products 55 36 58
among them new for the market 13 7 5
Quantity of industrial enterprises, which realized innovative products, items 82 44 65
products, new for the market 15 8 16
products, new only for the enterprise 74 M 53

Funding of innovation activity
Total sum of expenses as for areas of innovative activity, UAH thousand 466573,8 7901345,5 14478748,6
including internal scientific researches 517279 150464 366165
external scientific researches 50211 61847 1356733
g machne cqupmanandsoivae oy e o
other external knowledge 1183 190 e 29873
Other """"""""""""""""""""""""""""""""""""""""""""""""""""" 130247,6 12064 320003,4 '
Total volume of funding innovative activity, UAH thousand 466573,8 7901345,5 14478748,6

including those by means of
own sources 436510,5 7891688,5 142640741
statebudget 3975 - 125710,0
T S T
CXIABUGBELATY TESOUICES . . R
domestic investors 41,6 1,7 3571,6
foreign investors 14172,7 27,2 o
Credlts """""""""""""""""""""""""""""""""""""""""""""""""""""""" 11874 9511,5 B 3027,6 B
othersources - - -

Results of innovation activity
Quantity of item names of implemented innovative types of products, items 354 324 482
Quantity of implemented new technological processes, items 320 122 389

Innovation activity of metallurgical enterprises is
financed at the expense of its own sources in 95-
99% of cases. The results of innovation activity al-
so have declining tendencies of development. The
volume of implemented innovative products de-
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creased by 8%, the number of implemented new
technological processes reduced by half. Almost
50% of innovative products are sold outside
Ukraine. The cost of sold products has decreased
by almost UAH 1 billion.
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CONCLUSION

Interconnection of managerial and financial analyses is particularly manifested when conducting the
comprehensive analysis of the business activity of the enterprise and the industry as a whole; perfor-
mance appraisal; substantiation of norms, target programs and business plans; making marketing anal-
ysis; analysis of production and sales of products. Comprehensive use of the entire information basis
enables to solve the list of tasks that are put before the analysis more effectively, to identify shortcomings
in the work of the company and the direction of increasing its efficiency.

Considering the abovementioned, it should be argued that the differentiation of the economic analy-
sis of the enterprise’s business activity into managerial and financial is not fictitious but follows from
its methodology. Therefore, managerial and financial analyses should be considered and studied as
separate types having their objects, information basis, purpose, corresponding tasks and methods of
performing. The study of these types of analysis separately will allow to improve organizational, infor-
mational and methodological assurance, based on methodological approaches and considering practi-
cal needs. It should be borne in mind that managerial and financial analyses are closely interconnected
among themselves as varieties of internal analysis of business activity and deepen and complement each
other in the implementation of complex and other types of analysis.

The conducted analysis allows to conclude that notwithstanding some positive changes in the imple-
mentation of innovative technologies in the most successful metallurgical enterprises in Ukraine, the
industry as a whole is characterized by a high degree of technological lag, which makes metallurgy pro-
duction very sensitive to fluctuations in demand on the international market - meaning its reduction
and release of production capacity in more competitive market participants. Also, a full-scale moderni-
zation of the metallurgical industry requires significant investment funds. Therefore, the existing prob-
lems cannot be solved effectively without the state assistance, without public-private partnerships and
activities to stimulate innovation and investment development of metallurgical enterprises.
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