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The article provides a systematic study of the concept of business consolidation
in relation to the activities of machine-building enterprises in Ukraine. This
combination of efforts is aimed at the subjects of economic relations both to
strengthen existing competitive advantages and to gain new ones to increase the
competitiveness of integrated business. This mutually beneficial interaction is
beneficial to the enterprises of the machine-building industry in the conditions
of aggravation of the crisis phenomena, new challenges of economy. The
existing methods of solving problems of the industrial branch are generalized
and the efficiency of the new methods and approaches of integration of machine-
building enterprises in Ukraine by consolidation of business is substantiated. In
particular, it is proposed to strengthen the consolidation of investment as a tool
for developing the competitive strategy of domestic machine-building enterprises.
The most acceptable opportunities for business consolidation by Ukrainian
machine-building enterprises and priority areas of development of this industry
have been identified. The possible risks of such a variant of mutual assistance
between machine-building enterprises have also been thoroughly studied, given
the current trends in economic development at the regional and international
levels. In general, the consolidation of business with proper support provides the
participating companies with the economic effects of synergies, which makes
it possible to ensure sustainable business development on the basis of social
responsibility.
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VY crarTi 3mificHEHe CHCTEMHE IOCTIDKCHHS TOHSATTA KOHCOMimarii Oi3Hecy
OO0 MiSUTPHOCTI MAIIMHOOYAIBHUX MiampueMcTB Yikpainun. Take 00’emHaHHS
3yCHJIb CIPSMOBYETHCSI Cy0’ €KTaMH EKOHOMIYHHX BIJIHOCHH SK Ha ITOCHIICHHS
ICHYIOYMX KOHKYPEHTHHX MepeBar, Tak 1 Ha 3100yTTS HOBHUX IUISl IiJABHIICHHS
KOHKYPEHTOCIIPOMOXKHOCTI IHTerpoBaHoro Oi3Hecy. Ll B3aeMoBuUrinHA B3aEMOIIs
BUTI/IHA ITIJIPHEMCTBAM MAITMHOOY/I1BHOT I'ajly3i B yMOBax 3aroCTPeHHs KPU30BUX
SIBUII], HOBUX BHUKJIMKIB CKOHOMIKH. Y3arajgbHCHI iCHYHOYI MCTONU BUPINICHHS
npoOsieM TPOMMCIIOBOI raiy3i W oOrpyHTOBaHa €(EeKTHBHICTH HOBHX METOIB
Ta MiIXOMIB IHTErpalii MiIIPUEMCTB MAIIHHOOYIYyBaHHS B YKpaiHi MUIIXOM
KoHcomizanii Oi3Hecy. 30Kpema, 3alpoNOHOBAHO MOCHJIUTH KOHCOJIJAIIo
KaIliTalliB sSIK IHCTPYMEHTY PO3BUTKY KOHKYPEHTHOI CTparerii BITYH3HIHUX
M ITPUEMCTB MAITHHOOYTyBaHHSA. Bu3HaueHI HAMOLTBIT MPUAHATHI MOXIIUBOCTI
KOHcoNamii Oi3Hecy YKpailHCBKMMH MAIIWHOOYOIBHUMHM IiAIPHEMCTBAMH Ta
MIPIOPHUTETHI HAMIPSIMU PO3BUTKY Ii€l ramy3i. Takox Oymu rpyHTOBHO JOCTiKEHI
MOXIIMBI PH3UKH TAaKOTO BapiaHTy B3a€EMOAOIOMOTH MK MAaIIMHOOYHIBHUMU
MIAMPUEMCTBAMHM 3 OISy Ha Cy4yacHi TEHJCHII PO3BUTKY EKOHOMIKM Ha
perioHabHOMY 1 MIKHApOAHOMY pIBHAX. Y LIOMYy KOHcojinauis Oi3Hecy 3a
HAJIGKHOTO CYyNPOBOAY 3a0e3reuye MiANpHEMCTBAM-YYaCHUKAM CKOHOMIYHI
e(eKTn CUHEeprii, 110 JIa€ MOXKIIMBICTh 3a0€31euyBaTH CTaIui PO3BUTOK Oi3HECY
Ha 3aca/iaX COIIaJbHOI BiAMOBITAIILHOCTI.
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Statement of the problem

The most important problem of any enterprise or
organization that focuses on success and sustainable operation
is their survival and ensuring continuous development. An
effective solution to this problem is to create and implement
competitive advantages that can be largely achieved through
an effective enterprise development strategy, in particular in
the field of mechanical engineering.

In recent years, structural changes have taken place
in the machine-building industry of Ukraine and the
conditions of enterprise activity have changed dramatically.
Significant decline in production in the industry, indicate,
on the one hand, the mismatch or low level of compliance
of enterprises with the needs of society, and on the
other hand, with the problems of effective use of their
potential in accelerated transformations and changes in
the environment. Russia’s aggression has led to significant
changes in exports and imports of engineering products
stimulated the development of new approaches to
management and innovation in production processes.

Mechanical engineering provides 2,4% of the gross
value added of Ukraine, the volume of sold industrial
products is 6,2 % (2020), and the number of employees —
16,7 %. This indicates that labor productivity in mechanical
engineering is more than 2,5 times lower than in the
industry of Ukraine as a whole [6].

Another problem is that today large machine-building
enterprises need to be modernized, which requires significant
investment resources. Without proper modernization, there
will be job and income cuts. Significant investment potential
can be released through capital consolidation.

The engineering industry needs to be transformed, and
in the context of the benefits of business consolidation, of
course with antitrust restrictions, the merger of engineering
companies can significantly enhance their potential.

Analysis of recent studies and publications

Capital consolidation processes, including the activities
of multinational companies, strategic alliances, mergers
and acquisitions, have been studied by many scholars. For
example, researchers at PricewaterhouseCoopers studied
the possible conflict of interest between the participants in
the consolidation and ways to reconcile them to achieve
understanding and business development [1].

The results of Kravets K. research on new
methodological approaches to assessing the effects of
business consolidation are of practical value [3].

Scientists Petrovych Y. substantiated the directions
of adaptation of machine-building enterprises to modern
changes, in particular by consolidating them [5].

The strategic problems of business consolidation have
been thoroughly studied by Yurii E. & Lutsyk I., who
emphasized the need to take into account the factors of
uncertainty in the activities of modern machine-building
enterprises [7].

Objectives of the article

The purpose of this article is to substantiate the
possibilities of consolidating the business of machine-
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building enterprises of Ukraine taking into account potential
risks, implementation of capital consolidation tools in the
competitive strategy of machine-building enterprises.

The main material of the research

Business consolidation is an important tool for
transformation in the business sector of Ukraine. Business
consolidation is the combination of two or more industrial
enterprises, independent companies and functional business
structures. As a result of such a full or partial merger,
overall market potential tends to increase, costs are reduced
and efficiency is achieved through scale, which contributes
to the establishment of new sustainable relationships with
other market participants. The source of growth for business
consolidation is the integration of assets into a single system
with stable and effective relationships.

Mechanicalengineeringisoneofthehigh-techindustries.
It has a key role in ensuring scientific and technological
progress and innovative economic development. Its
products, namely the means of production, various types of
inventory and household durables, creating a technological
component of modernization, determine both the scientific
and technical level of industrial production and the
efficiency of the economy as a whole.

In a market economy, the problem of forming a strategy
for the development and modeling of economic processes of
machine-building enterprises is relevant. Innovative renewal
of the technical and technological base of machine-building
enterprises and a variety of corporate governance models
makes us think about how effective they can be in socio-
economic realities, so the formation of strategy for machine-
building enterprises is appropriate in today’s instability.

Combining several business units into new companies
is the most radical option for the engineering industry.
A consolidated business can get cheaper financing if the
newly created company is stable, profitable and has more
assets that can be used as collateral. In addition, business
consolidation will help concentrate the market economy,
expand the product range, increase geographical coverage
and increase the customer base.

In order for Ukraine to become a competitive state in
the engineering industry, it is necessary to take into account
global trends and actively implement best practices in
their fields. The priority direction of development of the
machine-building industry is its transformation into an
organized, sustainable, profitable part of our country’s
economy. Organized at the level of the district, region,
territory or any other principle, consolidation should
become a «helper» in this process [2].

The destruction of production facilities and transport
infrastructure, the severance of interregional industrial
ties due to the military conflict in eastern Ukraine, the
annexation of Crimea, and the further military expansion
of the Russian Federation have led to declining production
and declining industrial demand. Mechanical engineering
proved to be more vulnerable to the influence of these
factors than the industry as a whole. With the general decline
in industrial production for the period 2019-2021, the
production of mechanical engineering products decreased
by 27,3 %. Also in recent years, the COVID-19 pandemic,

27



Financial Strategies of Innovative Economic Development. Ne 4 (52), 2021

which has created unforeseen conditions for production, is
of great importance for reducing performance in the field
of mechanical engineering.

Increasingly, the amalgamation of enterprises contributes
to their successful development, thanks to this consolidation
of enterprises increase their market value, increase the
efficiency of their economic activities. However, it should
also be noted that a high level of consolidation of production
does not guarantee high economic efficiency of production
processes, while excessive concentration can lead to loss of
control of the company.

In addition, if the integrated enterprise has a large size,
irrational structure of fixed assets, suboptimal range of
products, the level of consolidation can not be an indicator
of production efficiency. In each specific industry there
are the most optimal sizes of enterprises, objectively
determined by the mechanism of achieving economic
effect of scale. Under such conditions, companies are
looking for effective development strategies aimed not
only at implementing their social functions, but also to
increase the degree of their independence and economic
independence [3].

In a broad sense, the strategy of capital consolidation is
an economic strategy of the enterprise, aimed at achieving
competitive advantage through the consolidation of capital
in its various forms. In the narrow sense, the strategy of
capital consolidation is interpreted based on a specific goal
and the chosen form of consolidation. Such strategies include
vertical and horizontal integration, diversification, mergers
and acquisitions, concentration, and strategic alliances.

The main motives that motivate capital to consolidate are:

— maximizing the company’s profit and strengthening
competitive advantages in the market;

— technical and technological advantages;

— economies of scale;

— higher stability and stability of the enterprise in
times of crisis;

— advantages in the field of circulation;

— cost reduction;

— increasing the competitiveness of the enterprise in
market conditions [5].

Machine-building companies apply a strategy of
capital consolidation not only within the country, but also
between companies from different countries. The machine-
building industry is one of the most knowledge-intensive,
so the high level of capital consolidation allows the
company to develop and implement the latest technologies
in production. However, economically unreasonable
application of the strategy of capital consolidation can lead
to a negative economic effect [1].

The economic strategy of the enterprise is a long-
term action plan aimed at achieving the goals with the
help of certain tools. The company determines the basic
development strategy based on the main components
of the portfolio of enterprise strategies, such as analysis
and assessment of competitive potential of the enterprise,
technologies it owns, macro environment in which it
operates, existing government regulation and competitors,
suppliers and consumers. The basic development strategy
can be growth, stabilization or reduction of the enterprise.
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Based on the chosen basic development strategy, the
company chooses among certain strategic alternatives for
development [7].

Considerable attention needs to be paid to creating
a favorable business climate in cities, supporting small
and medium-sized enterprises, developing an appropriate
ecosystem, establishing effective cooperation between
business and government, and reducing corruption. It is
in this context that business associations, which can unite
small machine-building enterprises, play an important role.

The location of machine-building enterprises in
Ukraine is highly concentrated —almost 60 % of the income
of machine-building in Ukraine is generated in 6 main
regions: Zaporizhzhia region (16,9%), Kyiv (12,3%),
Kharkiv region (11,3 %), Poltava region (6,3 %), Donetsk
region (6,1 %) and Dnipropetrovsk region (6,0 %). This is
clearly shown in the diagram in Figure 1.

The regional structure of mechanical engineering of
Ukraine in 2019-2021 has undergone significant changes.
In particular, due to the Russian aggression, the positions
of Donetsk region (from 14,0% to 6,1%), Luhansk region
(from 5,3% to 1,0%), Crimea (by 1,8%) weakened. There
was also a significant reduction in positions in Poltava and
Dnipropetrovsk regions by 4,5 % and 1,9 %, respectively. On
the other hand, most other regions increased their importance
in the sale of machine-building products, of which the
largest was Kyiv (by 7,3 %), Zaporizhzhia region (by 2,9 %),
Kharkiv region (by 2,2 %) and Kyiv region at 2,2 %) [4].

On the positive side, the level of organization of
business representatives in Ukraine has significantly
increased in recent years: today machine-building
enterprises are united by regional, professional, functional,
organizational and legal characteristics, type of activity
or focus on a particular business segment [6]. This case
is mostly about the large cities and industrialized regions.

Conclusions

Ukrainian engineering lags far behind developed
countries and neighbors in the implementation of such
technologies, and is only in its infancy. The most important
way to ensure the effectiveness of the development of
machine-building enterprises is the formation of adequate
tools for strategic management.

Thestrategy of consolidation of capital inthe engineering
industry, aimed at achieving competitive advantage by
manufacturers, strengthening their competitiveness in the
global market and, ultimately, higher profits. Therefore, in
order to increase the level of competitiveness of machine-
building enterprises, it is necessary to stimulate and
support processes aimed at consolidating capital, which
can be manifested in various forms.

The potential for consolidating the business of
machine-building enterprises is able to help raise the level
of the national economy by achieving balanced interaction
between the subjects of economic relations.

As a result of the merger, enterprises acquire the ability
to produce innovative products that can replace imported
goods and help increase the effective development of the
country, even in the current difficult conditions of the
corona crisis and Russian aggression.
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Fig. 1 — Regional structure of sales of mechanical engineering products in Ukraine in 2021, %
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