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raine has always had a high export potential, the

full realization of which requires a comprehensive

study and implementation of modern financial in-

struments of export promotion. The use of effective meth-

ods of export financing is the key to a successful entry of
Ukraine into the world system of economic relations.

Such foreign and domestic economists as D. Hop-
pen, J. Engelhard, D. Ernst, D. Lefevre, Yu. Verlanov,
O. Derevianko, L. Kutidze, M. Zhuk, B. Kalashnykov,
L. Tyvonchuk, and others made a great contribution to
studying issues of export financing. However, given the
trends in world trade, mechanisms and instruments of
export financing do not remain unchanged and are con-
stantly being improved with regard to market self-regula-
tion, which necessitates further research in this direction.

The aim of the article is to consider modern, effi-
cient export financing instruments, determine the pos-
sibilities for their use by Ukrainian enterprises for the
purpose of increasing their competitiveness in the global
market.

In recent years, positive trends in the development
of Ukrainian exports have been observed. According to
the National Bank of Ukraine, in January-August 2018,
the volume of exports grew by 11.6% compared with the
corresponding period last year (to USD 28.2 billion) [1].
The growth rates of Ukrainian exports in the context of
countries-exporters are presented in Fig. 1.

During the period under study, exports to the EU
countries increased the most (by USD 1.6 billion or by
17.7%). Moreover, exports to Asian countries grew by
USD 842 million (by 10.4%). However, there is a drop in
exports to Russia — by USD 206 million (by 9.1%) [1].

Ukraine has always had a high export potential, the
development of which is associated with implementing
modern methods and instruments of export financing in
domestic practice.
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The carried out analysis of economic literature al-
lows to identify financial and functional methods of ex-
port promotion (Fig. 2) [2; 3, p. 56].

Taking into account the mechanism of implement-
ing financial methods, in view of their semantic content
they should be considered financial ones. As regards
functional methods, it is worth noting that they are im-
plemented upon condition of state support and applied to
enterprises that are characterized by an underdeveloped
infrastructure, but have the potential and ability to export.

In the practice of industrialized countries of the
world, an export promotion policy is formed on the basis of
financial methods, which necessitates their detailed study.

and non-conventional methods and provided by

banks, non-banking institutions or government
organizations. Different methods of export financing are
presented in Fig. 3 [2-5].

According to the World Bank’s Special Focus Note
on international trade, Ukraine has tremendous potential
to boost exports of higher-value added products, but this
potential has not yet been realized [6].

Ukraine has a strategically important geographical
location at the crossroads between Europe and Asia, the
largest areas of fertile agricultural land in Europe, large
population with high level of education. In 2015 it signed
the Association Agreement with the EU, which provides
for the creation of the Deep and Comprehensive Free
Trade Area (DCFTA). These resources open up tremen-
dous opportunities for Ukraine to increase the export
volumes of various higher-value added products.

International practice has shown that in order to
maintain high rates of economic growth over a long pe-
riod, it is necessary to ensure a rapid development of sec-
tors producing higher-value added goods and services.

E: xport financing can be carried out by conventional

%
- 20
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Fig. 1. Growth rates of Ukrainian exports in the context of countries-exporters, in nominal terms (January - August 2018)
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Measures related to state y  Subsidies, capital, resources
investments in production
Financial
methods Compensatory measures
aimed at reducing ) Bonuses, grants, loans
expenditures of exporting
enterprise (carried out
with participation of the state)
Measures aimed at facilitating Assistance in opening new
Functional mj::r?zxme(;:l:r\::;g)nns N markets; information,
methods . Ip . —V consulting
_ Implementing support; mediation, etc.
its export activities

Fig. 2. Financial and functional methods of export promotion

Conventional (traditional)
financing methods

Non-conventional
financing methods

~"

~

Short-term
financing

Unsecured overdraft in
national or foreign currency
Documentary collection
Accounting or purchasing
bills/checks by the bank
Acceptance credit facilities
Advance to the supplier

Project finance
Export financial
intermediary loans
Financing through
confirming houses

g o Loan in national currency
e e Loan in foreign currency
g § Credit issued by

S & a government specialized
§ credit institution

Forfeiting

Leasing
International credit
unions
Countertrade

€ o

g S Issue of Eurobonds
N~ .

é, = Buyer credit

S & Project finance

e [ssue of shares

Fig. 3. Basic methods of export financing

However, over the past decade, Ukraine’s share in world
exports has slightly decreased: from 0.35 % in 2008 and
0.34% in 2013 to 0.28% in 2017. In the same year the to-
tal cost of goods and services exported from Ukraine
amounted to 48% of GDP, but benefits associated with
trade openness, in particular, the spillover of technology
and knowledge, are still very limited [6]. Despite the re-
orientation of Ukraine’s trade from the CIS countries to
the rest of the global market, a high level of concentration
of metal or agricultural products remains in the struc-
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ture of the export market of the country. In 2017 iron
and steel products — cast iron and steel — dominated the
exports from Ukraine, as they accounted for 20% of the
total exports; the second place was taken by grain, which
accounted for 15% of the total exports.

The structure of exports from Ukraine is domi-
nated by metals and grain, while the share of exports in-
tegrated into global value chains (GVC) remains low, at
5.7%, compared with 27% in Poland, 38% in Romania and
Turkey and 59% in Vietnam [6] (Fig. 4).
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Fig. 4. Share of exports integrated into global value chains in the overall structure of exports

The increase in exports with more value added and
exports integrated into the GVC will contribute to the re-
alization of all advantages of Ukraine from its participa-
tion in the free trade area with the EU. Ukraine demon-
strated the presence of a corresponding hidden potential
when the export volumes of automotive ignition cables
increased from USD 21 million in 2000 to USD 1217 mil-
lion last year, which has brought them to one of the top
places among the products exported from Ukraine in
terms of growth rates [7].

port of raw material to export of goods and services

with value added, in accordance with Articles 2 and 5
of the Law of Ukraine on Provision of Extensive Expan-
sion of Export of Goods (Works, Services) Originated
from Ukraine by Means of Insuring, Guaranteeing and
Reducing the Cost of Lending, the Cabinet of Ministers
of Ukraine, at the initiative of the Ministry of Economic
Development, decided to establish the Export Credit
Agency and approved its constituent documents.

According to the First Vice Prime Minister of
Ukraine Stepan Kubiv, the Export Credit Agency will
provide insurance, reinsurance and grant guarantees
under contracts that ensure the development of exports;
participate in the implementation of programs of partial
compensation of the interest rate on export loans and
provide advice to exporters [8].

The creation of the Export Credit Agency is a con-
sistent step to launch a system of state support and pro-
mote Ukrainian exporters, which will protect Ukrainian
exporters from risks related to non-payment, financial
losses, and funding.

One of the ways of export financing is international
marketing within the boundaries of a country with the
focus on individual industries — the World Trade Orga-
nization’s (WTO) Green Box. This organization restricts
agricultural policies of its members by distributing vari-
ous activities in three “boxes” the Amber, Green, and
Blue one. This is a special program that would represent

In order to facilitate the transition of Ukraine from ex-
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a country at international platforms. There is such a pro-
gram in Ukraine, however, these are only first steps, and
so far it is not perfect.

The Amber Box measures are associated with an in-
crease in production volumes and are a subject for tough
negotiations with the WTO. These are various kinds of
benefits, subsidies, interventions, etc.

The Blue Box presents restrictions of agricultural
activity (for example, subsidies for farmers to reduce milk
production) [9].

The Green Box measures do not directly affect in-
crease or decrease in production and trade. These include
the development of veterinary medicine, construction of
infrastructure, etc. Measures of this category are allowed
in the framework of the WTO (of course, provided that
the country proves that these or other actions have no
direct effect on exports and production) [9].

The Green Box method can be considered as indi-
rect export financing. In case of promoting the develop-
ment of this direction by the state, exporting enterprises
will be able to save money on cultivating their image
abroad, since the task has already been performed by its
sales representatives.

Effective instruments for export financing are doc-
umentary credits and factoring.

An export documentary credit is a documentary
credit opened by a foreign issuing bank in favor of a ben-
eficiary located in the territory of Ukraine [10].

oday in Ukraine there is a banking practice of
financing customers’ export contracts, the form
of payment by which is an irrevocable documen-
tary credit. In particular, the services of pre- and post-
export financing are provided by JSC “Ukrsotsbank’, as
evidenced by the data on its official website [11].
Pre-export financing is provided to a client-ex-
porter either in the form of a loan for the production or
purchase of goods to be exported or release by order of
the exporter of uncovered instruments (documentary
credit, guarantee). The form of payment under an export
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contract, as a rule, should be an irrevocable documen-
tary credit opened in favor of the Ukrainian exporter and
confirmed by the bank [11]. The main advantages of pre-
export financing can be displayed schematically as fol-
lows (Fig. 5).

debt. Thus, the exporter receives cash immediately, and
the importer can make the payment within a specified
period [9].

The main obstacle to the use of factoring is the re-
luctance of Ukrainian exporters to prepare their reports

The exporter receives funds at the stage

Equity funds are in circulation

of manufacturing / purchasing products

optimizing the structure

export-import balance

The possibility for Improving

relationships

of the balance with counterparts

Fig. 5. Advantages of pre-export financing of exporting enterprises

Post-export financing is provided in the form of
payment by Ukrsotsbank for documents under an export
documentary credit with the payment deferred until the
maturity of the documentary credit. The foreign bank is-
suing the documentary credit makes the payment under
the documentary credit within the period specified by
the conditions of the documentary credit. The form of
payment under the export contract must be an irrevo-
cable documentary credit with deferred payment option,
opened in favor of the Ukrainian exporter and confirmed
by Ukrsotsbank [11].

nificant advantages to exporters. First, it is an oppor-

tunity to improve their financial status due to the ac-
celerated turnover of funds. Secondly, granting deferred
payment to customers provides exporters a competitive
edge and contributes to increase in the number of their
foreign counterparts.

The services of issuing an export documentary
credit today are provided by a restricted number of
Ukrainian banks, which explains the small number of
exporting enterprises that use this financial instrument.

Another obstacle to using an export documentary
credit is the “crooked” structure of domestic business
units, formed due to their attempts to escape from high
taxes by entangling the structure of income and foreign
economic operations in the groups of limited liability
companies and private enterprises.

Export factoring is advance of funds to export-
ing manufacturers by a factoring company (commer-
cial banks and their subsidiary factoring companies or
branches) against future export earnings with the simul-
taneous provision of guarantees of currency and credit
risks [12]. Under the export transaction, the seller has
the right to demand from the buyer payment of a cer-
tain amount specified in the contract. But they can sell
this right to a factoring company, for example, 70% of the

In general, an export documentary credit provides sig-
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in accordance with international standards and submit
them for analysis. As in the case of export documentary
credit, a small number of exporting enterprises use this
service.

Ukraine also needs an efficient and competitive
logistics system, which will contribute to export promo-
tion and the integration of the country into the global
economy. This requires improving management and ad-
ministration of public property, more efficient use of the
potential of river transport, reforming the rail transpor-
tation system, and solving problems associated with inef-
ficient use of storage facilities [13].

At present, such a system does not exist. The vol-
ume of freight transport relative to GDP in Ukraine is sig-
nificantly higher than that in other European countries
due to its low population density, geographical features,
and production structure (dominated by products of the
metallurgical industry, heavy industry, and agriculture).
For example, a high level of logistic costs on grain export
is explained by the incomplete use of the potential of
river transport, inefficient rail transportation, large share
of road transport, deficiencies of storage facilities and a
high level of port charges. The problems of Ukraine in
the field of logistics are reflected in its low ranking in the
Logistics Indicators Index. The key factors that dictate a
high level of logistics costs include:

+ lack of transparency in regulation of state prop-
erty and its non-optimal management, which
creates obstacles to private investment;

+ incomplete use of the potential of river trans-
port;

+ insufficient investment in rail transport;

+ inefficient warehouse management;

+ excessive use of road transport.

CONCLUSIONS

In general, despite certain state efforts aimed at ex-
port promotion (in particular, the creation of the Export
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Credit Agency), the problems of modern development
of Ukrainian exports remain unresolved. The creation of
conditions for introducing effective methods and instru-
ments of export financing (export documentary credits,
factoring, the Green Box method) in domestic practice
and expanding the possibilities of their using will allow
reducing the cost of export commodities, increasing
their competitiveness in the world market, and contrib-
ute to the development of Ukraine’s export potential. B
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