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The study analyses the dynamics, structure and state of export operations between Lviv region and the EU
by commodity groups during 2011-2015. The article includes analysis of changes in commodity structure of
EU-Lviv region export operations and reveals main commodity groups that have the biggest export potential
in Lviv region. The research reveals that exports of industrial goods were characterized by a tendency to
instability that indicated the instant reaction of region s exports to market changes, determines main positive
and negative trends of export operations in Lviv region, as well as proposes measures of better realization of
its export potential.
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Lviv region is an important commercial and transport centre of the country due
to its geographical location on the border with the European Union. The EU market
was one of the most important markets for Lviv region, as well as for Ukraine over
the past three years (2013-2015). The share of exports and imports between Ukraine
and the EU since 2013 has annually increased by 3% [1]. In 2015, the share of Lviv
region in Ukraine’s export to the EU amounted to 6,7% , while the share of exports
of Lviv region to the EU countries in total exports of goods of the region amounted
to 71,9% and the share of imports — 68,5% respectively.

Various aspects of economic development of Lviv region were presented in the
studies of the following economists: V. Borschevsky, V. Geyets, M. Dolishniy, S.
Ishchuk, A. Mokiy, D. Oliynyk, O. Shevchenko, V. Shevchuk, I. Shkola etc. A number
of Ukrainian researchers analysed the current state of competitiveness of the Western
regions of Ukraine (on the example of Lviv region) and identified structural and
systemic characteristics, assessed spatial and sectoral competitiveness of the region
[2]. Despite the significance of the topic of foreign economic relations between
Ukraine and the EU under the terms of free trade agreement, native literature lacks
assessment of the dynamics of export operations between Lviv region and the EU
that defines the importance of the research.

The object of the analysis is the commodity structure of exports in Lviv region
with the EU Member States. The objective of the study is the assessment of the state
of export operations in Lviv region by commodity groups taking into account the
requirements of the FTA between Ukraine and the EU.

While analysing the dynamics of exports of goods in Lviv region to the EU by
the commodity structure during 2012-2015 two groups were outlined: commodity
groups with the growing trend of exports and commodity groups with unstable trend
in exports (see Table 1).

The group with the growing trend of export includes the following commodity
groups: animal products (I) and mineral products (V). In particular, the growth in
exports of animal products to the EU increased by 40.4% in comparison with 2014.
The positive trend in exports of mineral products (by 371.5% compared with 2014)
was caused by the increase of exports of mineral fuel, oil and petroleum products [4].
However, despite this, the industrial commodity groups in question accounted for a
very small share (0.2% in 2015, compared with 3,4% in 2011) in exports structure
of Lviv region. Therefore, they had an insignificant impact on the export potential
of the region.
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Table 1

Dynamics of exports of industrial commodity groups between Lviv region and the EU, in %

Commodity groups Exports
2012 2013 2014 2015

I. Animal products -51,7 -8,2 13,4 53,8
II. Vegetable products 21,4 57,3 -1,9 34,1
:)Irlc.) (ﬁlr;itrsnal or vegetable fats and oils and their cleavage 280.9 83.8 149.9 2
IV. Prepared foodstuff 178.,8 218,9 -22,6 -61
V. Mineral products -99,2 -39,1 214 350,1
VI. Products of chemical industries -31,2 4,1 63,5 -43.9
VII. Plastics and articles thereof 3,8 -19,8 444 -1,1
VIII. Raw hides and skins, leather, furskins and articles thereof 3,8 39,5 -1,5 2.9
IX. Wood and articles of wood -23,5 -5,9 66,4 -0,9
X. Pulp of wood or of other fibrous cellulosic material 7,2 26,8 -7,3 -28,7
XI. Textiles and textile articles -18,5 -2,7 9,9 -8,4
XII. Footwear, headgear, umbrellas -10,9 3,9 -2,8 -34,1
XIII. Articles of stone, plaster, cement 51,5 18,4 9,3 -2,2
XV. Base metals and articles of base metal -30,4 29,3 2,6 -6,8
;Z{brhfjgtllinew and mechanical appliances; electrical 2.1 21 8.9 6.6
zil\l/lhlm}; i:l}zicles, aircraft, vessels and associated transport 129.9 69.8 46,5 1321.9
XVIIIL. Optical, photographic, measuring instruments 58 -51,2 21,7 888,7
XX. Miscellaneous manufactured articles -1,3 16,9 12,8 10,6

Total -3,2 16,4 8,7 -8,3

Source: compiled according to the data obtained at [3].

The commodity groups with unstable trend of export may be divided into the
following groups: commodity groups with high volatility and commodity groups with
moderate volatility (see table 2).

Commodity groups belonging to a group with high volatility are more likely to
reduce exports as they are more sensitive to market changes, while product groups
with relatively moderate volatility are more likely to respond to the current economic
conditions on the markets (domestic and foreign).

It is worth noting that such product groups as chemical products (VI), wood and
articles of wood (IX), and textiles and textile articles (XI) had demonstrated growing
trends up to 2014 (for example, exports of chemical products in 2014 increased by
59.4% compared with 2013). However, changes on the domestic market in 2015 had
a negative effect on these commodity groups. The decline in exports of products of
chemical or allied industries (including proteins that increased by 2394% compared
with 2014) in 2015 took place due to a decrease in the volumes of industrial production
in the chemical industry.
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Table 2

Commodity groups with unstable trend of export

Commodity groups with high volatility

Commodity groups with moderate volatility

III. Animal or vegetable fats and oils and
their cleavage products;

IV. Prepared foodstuft;

VI. Products of the chemical or allied
industries;

IX. Wood and articles of wood;

XVII. Vehicles, aircraft, vessels and
associated transport equipment;

XVIIL. Optical, photographic,
cinematographic, measuring instruments.

II. Vegetable products;

VILI. Plastics and articles thereof;

VIII. Raw hides and skins, leather, furskins and articles
thereof;

X. Pulp of wood or of other fibrous cellulosic material;

XI. Textiles and textile articles;

XII. Footwear, headgear, umbrellas;

XIII. Articles of stone, plaster, cement,

XV. Base metals and articles of base metal;

XVI. Machinery and mechanical appliances; electrical

equipment;
XX. Miscellaneous manufactured articles.

The reduction in the exports of wood was caused by the fact that the prices on
Ukrainian raw materials rose to the level of the European’s ones. This, in its turn,
caused a decline in demand for wood. Another factor causing the export reduction
of wood was the introduction of a moratorium on exports of rough timber and wood
(since November 1, 2015) [5]. As for the exports of prepared foodstuff, a significant
decline of its level during 2014-2015 was probably caused by the introduction of
import quotas on some Ukrainian products by the EU (including juices and prepared
tomatoes that belong to preparations of vegetables subgroup). Another reason for
exports decline of prepared foodstuff was the congestion on the commodity market
of the EU.

The dominant subgroups within the commodity groups with significant
variations of export level were animal or vegetable fats and oils (group III),
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Fig. 1. Dynamics of the commodity subgroups with unstable trend of export
Source: compiled according to the data obtained at [3].
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preparations of vegetables and residues and waste from the food industry (group
IV), albumonoidal substances (group VI) and vehicles other than railway (group
XVII) (see Fig. 1).

The structure of Lviv region’s exports to the EU Member States in 2011-2015 was
quite similar to the structure of total Ukraine’s exports to the EU Member States,
but it was less diversified (see Fig. 2). The main industrial export products from
Lviv region to the EU were machinery and mechanical appliances (group XVI) as well
as electrical equipment (its annual average share amounted to 34.4% during 2011-
2015). The main representative of this group was electrical machinery (the average
value of its share in the group was 93.5% in 2011-2015).
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Fig. 2. Shares of the main commodity groups in the structure of exports of industrial goods
of Lviv region to the EU Member States
Source: compiled according to the data obtained at [3].

The second biggest type of export products was textile products (XI), but their
share decreased by 6.6% in 2011-2013 (from 22.7% in 2011 to 16% in 2013). This
group was mainly represented by articles of apparel and closing accessories, knitted
or crocheted ones. Other commodity groups that held significant shares in Lviv region
export structure (goods) were wood and wood products (annual average of 9.8%
during 2011-2015) and miscellaneous manufactured articles that were represented
mainly by furniture (7.7%).

When analysing the trends in the commodity structure of exports of industrial
goods of Lviv region the biggest positive change marked the exports of vegetable
products (their share increased from 2.8% in 2011 to 6.3% in 2015). The dominant
subgroup of this group was represented by seeds and oleaginous fruits that do not
require special permits on exports from the EU.
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Significant variations could be observed in the exports of prepared foodstuff
during the analysed period. There was an increase of its share in 2012-2013 by 11%
(to 17.83% in 2013), and a sharp decline on average by 6% in 2014-2015 years (to
5.2% in 2015). It should be noted that within the analysed period there were also
internal changes in this commodity group. It concerns the domination of exports
of two subgroups in different periods: residues and waste from the food industry
(in 2011 their share in the group was 33% and in 2015 — 58% ) and preparations of
vegetables or fruit (78% in 2014). A significant reduction in the share of exports of
sugar and sugar confectionery could also be observed within the period (in 2011 its
share amounted to 14% in group total, while in 2015 it decreased to 11.6%). The
reduction of the share of prepared foodstuff was caused not only by the introduction
of quotas (especially for juices, processed tomatoes and sugar), but also by the trend
of falling prices on the European market.

Totally, the share of the aforementioned product categories in the total exports of
industrial goods tended to increase by 5.3% (from 80% in 2011 to 85.3% in 2015).
The commodity structure of Ukraine’s exports to the EU Member States, in addition
to the above listed commodity groups was represented by fats and oils of animal or
vegetable origin, mineral products and chemical products.

In order to conduct a comprehensive evaluation of the export commodity groups
priority in Lviv region, ABC-analysis was held. ABC-analysis is used to determine the
most profitable product lines for effective investment. The above mentioned method
is based on the so-called The Pareto principle (20/80), under which roughly 80% of
the effects come from 20% of the causes (analysis results can vary — 30/70 or 10/90)
[6, p. 258]. ABC analysis divides the inventory into three categories — «A items»
with very tight control and accurate records, «B items» with less tightly controlled
and good records, and «C items» with the simplest controls possible and minimal
records. ABC-analysis is conducted in three stages:

1) Calculating total annual exports by commodity groups;

2) Arranging the items in descending order of the usage value calculated above
and making a cumulative total of the number of items and the usage value;

3) Dividing groups into three segments: A (accumulative total do not exceed
80%), B (accumulative total do not exceed 95% (80% + 15%) and C (accumulative
total exceed 95%).

According to the methodology of ABC-analysis, the driving force (category A) of
Lviv region exports is represented by the following commodity groups: machinery
and mechanical appliances (XVI), textile and textile articles (XI), wood and wood
products (IX) and miscellaneous manufactured articles (XX) (see Fig. 3). In 2015,
the group of vegetable products (II) joined category A.

Category B in 2011 was represented by the following commodity groups: vegetable
products (II); mineral products (V); prepared foodstuff (IV); raw hides, skins, and
leather (VIII); fats and oils of animal origin (IIT); base metals and their products (XV),
and chemical products (VI). In 2015, category B was significantly reduced: vegetable
products (II) joined category A, and mineral products (V) and chemical products (VI)
joined category C. This tendency for the last two commodity groups indicates that
their position on the EU market weakened significantly and national manufacturers
of such products are not able to compete with foreign producers and exporters. On
the other hand, group XVII joined category B in 2015 that means that the producers
of vehicles strengthened their position on the EU market. Other commodity groups
belong to category C, indicating their marginal importance of their shares in total
Lviv region’s export.
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Fig. 3. Priority commodity groups of exports in processing industry of Lviv region
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Thus, the biggest export potential in Lviv region may be traced within commodity
groups that belong to category A. In particular, this applies to such types of manufac-
turing, as production of electrical equipment, wood processing and manufacturing
of wood products, textile industry, clothing and food production (in 2014, the last-
mentioned belonged to category A), whose exports to the EU fluctuated under the
influence of external factors in the analysed period.

The positive changes in EU-Lviv region export operations include:

— Stable growth of exports of such commodity groups as animal products and
mineral products (both in Lviv region and in Ukraine in general), accompanied by a
steady decline of imports of these groups;

— Absence of any commodity group, which would have a steady recorded fall in
exports to the EU during the analysed period in exports of both Ukraine and Lviv
region;

— Positions of such commodity groups as machinery and mechanical appliances,
textiles and textile articles, wood and wood products in the category of priority of
export in Lviv region remained unchanged;

— Improving the position of vegetable products in exports (upgraded to Category A).

However, the analysis also revealed negative trends of export operations in Lviv
region, namely:

— Negative dynamics in the growth of export of Lviv region;

— Downward change in the export of the following commodity groups in 2015:
wood and wood products, textiles and textile articles (which are considered as priority
groups of region’s exports) and chemicals products;

— The fact that prepared foodstuff (which is considered as promising group of
exports) commodity group belongs to the group with high volatility of exports and
its shares in the export structure of the region demonstrated fluctuations;

— Deterioration of chemicals products ranking (decreased to category C in 2015);

— A relatively small share of exports of Lviv region in Ukraine’s exports to the EU
(6.7% in 2014, whereas for example, the share of Dnipropetrovsk region amounted
to 10.3%, respectively [7, p. 172]).

Summarizing the results of the analysis, one can state that there was a deterioration
of export operations between Lviv region and the EU during 2011-2015. Exports of
industrial goods were characterized by a tendency to instability. That indicated the
instant reaction of region’s exports to market changes. Particular attention should
be paid to commodity groups that were most sensitive to market changes (prepared
foodstuff (IV), chemical products (VI), wood and wood products (IX), vehicles,
aircraft, vessels and associated transport equipment (XVII); optical, photographic,
cinematographic, measuring instruments (XVIII) as well as machinery and mechanical
appliances (XVI). Efficient use of these commodity groups potential can provide
significant impetus to the development of exports of the region.

The results of export analysis of Lviv region allow to propose measures necessary
for the development of export potential of the region:

— Develop a program to promote export, which would provide a wide range
of support: funding for market research, participation in exhibitions, verifying
products certification, legal services, development of international market strategy
for companies (that go ahead to the European market);

— Elaborate proposals to amend legislative acts (particularly in the Tax Code of
Ukraine and the Budget Code of Ukraine) that regulate tax regimes for investors,
who first came to Ukrainian market (partial or full exemption from income tax for
a specified period of time) as well as registration and licensing process;
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— Invest from local budgets (especially under decentralization reforms) at the
expense of budgets and investment resources that are formed from municipal
borrowing (such experience was implemented in Poland, Latvia, Lithuania, Hungary);

— Provide tax incentives to existing businesses through the use of incremental
method, which means the reduction of the amount of tax that must be paid, which will
not depend on actual indicators (number of jobs, investment, spending on innovation,
etc.) but on their positive trend compared with previous years;

— Promote foreign investments to create closed production cycle, in particular by
providing tax incentives and selling abandoned capital that does not bring any profits
to the state (including JSC «Lvivsilmash», JSC «Lviv Plant of Car-Lift Truck»,
«LORTA Plant», «Polaron Plant», JSC «Almaz-Instrument», «Zhydachiv Pulp and
Paper Mill») on concessional terms;

— Create business centres that will help to establish an ongoing dialogue
between companies and executive bodies of local governments (such experience was
implemented jointly by Rivne and Lublin city councils). Such centres should provide
information and —consulting on European customs duties, quotas, licensing and how
to obtain high-quality certification (the increase of amounts of exports to Europe is
the best sign that the products meet the most strict international quality standards,
and this in turn is a pass to other markets);

— Assist exporters in obtaining information on the possibilities of raising funds
from the EU funds, in particular within the cross-border, inter-regional and inter-
sectoral cooperation programmes. Ukraine has the opportunity to participate in the
following financial programs of the EU under the Association Agreement: Horizon
2020, EU SURE: EU Support to Ukraine to Re-launch the Economy, which includes
support for small and medium enterprises, and «The Support to Ukraine’s Regional
Development». Participation in the EU funding enables companies not only to get the
necessary funding, but also gain business experience (through participation in the
EU training programs).

Further studies should be devoted to the issues of export potential accumulation
in Western Ukraine and Ukraine as a whole, in terms of deepening of European
integration processes.
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Mixeas P. B. Anauiz nuHamiku ekcnoprty ToBapiB i3 JIbBiBebkoi 001acTi 10 €Bponeiicbkoro Corosy.

JIvgiscbKa 0bnacmy € 8adiCIUBUM NPOMUCTOBUM, MOP2OBUM | MPAHCROPMHUM YeHMPOM YKpainu, wo 06ymMoeneno
NPUPOOHUM 2e02PaAPIUHUM POZMAULYBAHHAM Pe2iony Ha KopooHax 3 Kpainamu-urenamu €C. /s Jlveisupunu, sk i 01
Vkpainu, punox €C € 00num 3 Hanbinbuwux purkie 30ymy. 3eadicarouu Ha ye, akmyaibHUM 3a60aHHIM € NPOBEOEHHs.
OYInKU OUHAMIKU eKchopmHux onepayiil y JIveiecoKiti obnacmi 3a mosapnumu epynamu 3 kpainamu-unenamu €C, a
MaKodic po3pooKa npono3uyiil i pekomeHoayitl, HeOOXIOHUX Ol ROKPAWEHHsL CIAHY PO3GUMKY eKCHOPMHO20 NOMEHYIALy
obnacmi. Memoio cmammi € npogedenHs: OYIHKU CIAKy pO36UMKY eKCOpMHUX onepayii y JIveiscvkitl obracmi 3a
mosaprumu epynamu 3 ypaxyeauusm eumoe 3BT mioc Vkpainow i €C. O6’ekmom ananizy € mosapua cmpykmypa
excnopmy y Jlvsiecokiu obnacmi 0o kpain-unenie €C.

Peszynomamu ananizy ounamiku ma cmpykmypu exchopmuux onepayii Jlveiecvkoi oonacmi 3 €C guasunu, uwo
ynpoooesac 2011-2015 pp. cnocmepizanocs nocipuwients Ounamiku ekcnopmy oonacmi y kpainu-unenu €C. Excnopm
Moeapie Xapakmepusyascs CXUIbHICMIO 00 HeCmabiibHOCMI, WO C8I0YUN0 NPO IX MUMMESY peakyilo HA 3MIHU
punky. B excnopmi Jlvgiswunu nepesadicanu mawunodyoiena, xapuoeda, ieeka ma 0epesoobpobna npomuciogocni. /lo
NO3UMUBHUX 3MIH Y OUHAMIYI eKCROPIMY HATeAHCUMb 30InbUenHs 00Cs2I6 eKCnOpIY NPOOYKmMie MEAPUHHO20 NOXOOHCEHH S
ma MiHepanbHUX npoOyKmie, a maKoic Gl0CYMHICNb NPOMA2OM AHALI308AHO20 Nepiody 8 ekchopmi K Yrpainu, max i
Jlvsigcoroi obracmi mosaphoi epynu, y sxii 6u Oyno 3agikcosano cmabinohe nadinus excnopmy 6 €C. Heeamueroro
oyna smina mendenyii excnopmy na cnaouy y 2015 p. maxux mosapuux 2pyn, sx 0epesuna ma eupoou 3 oepesuu,
MEeKCMUNbLHI Mamepiany ma upoou (Wo 66adlcarOmMbCs NPIOPUMemHUMY 2PYRAMU eKCROPMY), d MAKOJIC NPOOYKYIs
XIMIYHOL ma cyMinCHUX 810I8 NPOMUCTOB0T OisLIbHOCMI. 3a pe3yibmamami aHaiizy 6USHA4EHo, Wo 0CODIUBY Y8Az2y Cli0
NPUOIIUMU BUPOOHUKAM MAKUX BUOIE NEPePOOHOT NPOMUCTOBOCHIT, K BUPODHUYMBO eLeKMPUYHOLO YCMAMKYBAHHS,
00po6NeH s OepesUuHU Ma 8ULOMOBLEHHS 8UPODI6 3 0epeGUHU, MEKCMUIbHe 8UPOOHUYMEBO, 8UPOOHUYMBO 0052y md
BUPOOHUYMEO Xapuosux npodykmie (y 2014 p. epyna 2omosux xapuoeux npooykmie nanedxicanda 0o kameeopii ), exkcnopm
AKuUx 0o kpain-unerie €C konusascs nio i€ 308HIUHIX YUHHUKIE 8 AHANI308aHOMY nepiodi. Buine sukopucmarms
NOMEHYIANY 3a3HA4eHUX 6UQi6 NepepOOHOT NPOMUCTIOBOCH MOICE 0amu 3HAYHUL NOWMOBX 01 PO3GUMKY IX eKCNOPNTY.
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