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Export Corporate Potential*
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ABSTRACT. This paper investigates the essence and peculiarities of high-Technology
products exports in conditions of global competition with performed classification of
its models on a corporate level. Peculiarities of corporate motivation of exporting
high-technology products have been determined. Interconnection between innovation
management system in transnational corporations and their capabilities of strength-
ening their competitive positions on world markets of high-technology products has
been shown. Tendencies of fixing studies and developments during the last decade of
leading companies, along with their influence on corporate innovative potential have
been studied. On the example of aerospace sector of Ukraine, possibilities of
strengthening the influence of high-technology export on rising of national economy
international competitiveness have been determined. The need has been proved, and
the ways have been shown for attraction of international investments into high-
technology sectors of Ukrainian economy through improvement of business conduct
area, defense of intellectual property rights, and development of cooperation between
national and transnational companies. Directions of use of integration factors of ris-
ing of volumes of export of high-technology Ukrainian products on the basis of de-
veloping cooperation of national enterprises with Russian partners have been shown.
KEYWORDS. High-technology products, export, high-technology export, transna-
tional corporations, innovative activities, research and development, corporate poten-
tial, export models, export motivation, export cooperation, global competition.

Introduction

Activities of transnational corporations in different branches
are a subject matter of research conducted by numerous special-
ists both from our country and abroad. In particular, let us note
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the classic work by S. Robock and K. Simmonds®, which has nu-
merous editions. Another book popular not only among foreign
but also among, Post-Soviet readers is one written by R. Griffin
and M. Pastey’. The popular textbook by S. Pivovarov and L.
Tarasevych shall be marked out as one of the most popular book

4

by Russian authors®. Editions of famous specialists of Institute of
International Relations of Taras Shevchenko National University
of Kyiv, V.A. Vergun and O.I. Rogach, are also well-known in
Ukraine’. Subject areas of transnational corporations functioning
and researchers State Higher Educational Establishment ‘Kyiv
National Economic University named after Vadym Hetman’, in
particular, V.A. Biloshapko®, 1.G. Panchenko’, L.V. Rudenko-
Sudareva, don’t stay aside as well®. These and the other papers
deal with key activities of transnational corporations, including
the sphere of international trade, in particular, export of own
high-technology products.

Publications of different nature having proper demand and
authority in foreign countries should also be taken into considera-
tion. These publications throw light upon managing experience of
leading global corporations, including trade, and their authors
are their former directors, real business leaders of the end of the
last century and the beginning of this one. The most famous and
popular works, also completely accessible for national readers,
include the following works by directors: Jack Welch (General
Electric)?; Louis Gerstner (IBM)'"; Steve Jobs (Apple)"; Kon-

* Robock Stefan H. International Business and Multinational Enterprises / Stefan H. Robock, Kenneth
Simmonds. Seventh Edition. — Homewood, Illinois: IRWIN, Inc, 2014. — 777 p.

* Griffin R. International business. 4" ed. / R. Griffin, M. Pastei / Translation from English, edited by
A.G. Medvedev. — SPb.: «Peter», 2006. — 1088 p. — (Series “MBA Classics”). [In Russian].

Pivovarov S.E. International management: textbook for higher educational establishments. 4™ ed. /
edited by E. Pivovarov, L.S. Tarasevych. — SPb.: «Peter», 2008. — 720 p. [In Russian].

> International business: textbook / Edited by. Prof V.A. Verguna. — K.: VAD EX, 2014. — 810 p. [In
Ukrainian]; Rogach O.1. Transnational corporations: textbook / O.I. Rogach. - K.: Publishing and Print-
ing Center "Kyiv University", 2008. - 400 p. [In Ukrainian].

® Biloshapka V.A. Managerial effectiveness in the development of international companies: mono-
graph / V.A. Biloshapka. - A.: Graphics & Printing, 2007 = 236 p. [In Ukrainian].

’ Panchenko E.G. International management: guidance for independent study of the subject. / E.G.
Panchenko. - K.: KNUU, 2004. - 468 p. [In Ukrainian].

Rudenko L.V. Transnational corporations: guidance for independent study of the subject / L.V.
Rudenko. — K.: KNEU, 2004. — 227 p. [In Ukrainian].

’ Welch J. Jack: The Essence: Translation from English. / J. Welch, D. Byrn. - M.: «Publishing
House AST" LLC; "Tranzitkniga" LLC, 2004. - 474 p. [In Russian]; J. Welch. Winner / J. Welch and
Suzy Welch: Translation from English. Yu. Yablokova. - M.: AST: AST MOSCOW: KHRANITEL,
2007, - 443 p. [In Russian].

' Louis Gerstner. Who Says Elephants Can’t Dance? IBM Corporation Renaissance: A View from
the Inside / Translation from English. M. Shalunova / Louis Gerstner. - M.: Alpina Publisher, 2003. - 320

" Isaacson Walter. Steve Jobs / Translation from English N. Gerbish et al. / Walter Isaacson. - K.:
Kyrychenko, 2012. - 608 p. [In Russian]; Wozniak S. Steve Jobs and I : the True Story of Apple. S.
Wozniak, J. Smith / Translation from English. A.V. Pryzhnikova, A.S. Shirikova. - M.: Eksmo, 2012.
-288 p. [In Russian].
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soke Mazusita (Mazusita Electric)'?; Akio Morita (Sony)'"; Imai
Maasaki (Toyota)'; Carlos Gon (Renault-Nissan) .

These and other leading global corporation's accumulated vast
experience not only in creation and manufacture of high-
technology products and services, but also in their export to dif-
ferent countries. However, this experience is known only to a
very circle of specialists, mainly foreign, and it is practically not
disclosed in the stated publications of both given types. There-
fore, national managers have to accept the fact that it is very dif-
ficult to export even the pioneering high-technology products to
other countries without thorough preparation and state support,
and the existing corporate potential in this area is used ineffi-
ciently. In connection with this, opinion of authors of fundamen-
tal monograph "Strategic challenges of the 21st century to society
and economics of Ukraine" concerning the fact that "at present,
in the opinion of Ukrainian specialists, the state has practicall
dissociated itself from solving problems of science and hi—tec%{
branches, along with exporting their products and services,
farming everythmg to market, and very poorly supports science
intensive branches" is quite reasonable’®;

In such conditions, the crucial questlon rises: how to use effi-
ciently and to increase further the existing corporate potential
not only for manufacture but also for export of high-technology
products. Answers to this question can be found by contemporary
understanding of peculiarities of high-technology products, cre-
ating a system for high-technology export motivation, use of effi-
cient models for promoting high-technology products and services
at global markets, determination of key factors of corporate po-

% Matsushita K. the Business Mission / Konosoke Matsushita / Translation from English. P. Moro-
zova. - M.: Alpina Publisher, 2010. - 193 p. [In Russian].

* Morita A. Sony: Made in Japan / Akio Morita: With the participation of Edwin M. Ramgoyde and
Mitsuko Shimomura: Translation from English. O. Radynova, S. Schelova. — 2™ ed. - M.:” Alpina
Busmess Books, 2007. - 290 p. [In Russian].

* Imai Masaaki. Gemba Kaizen: The Way to reduce costs and improve the quality / Masaaki Imai /
Translation from English. D. Savchenko. - M.: "Harvard Business Review", 2005. - 346 p. - (Series
"Management models of leading corporations"). [In Russian]; Jeffrey Liker. Dao Toyota: 4 principles of
management in leading companies / Jeffrey Liker; Translation from English. T. Gupman. - M.: Alpina
Business Books, 2005. - 402 p. - (Series "Management models of leading corporations"). [In Russian]; J.
Liker. Product development system in Toyota: people, processes, technology / Jeffrey Liker, James
Morgan; Translation from English. - M.: Alpina Business Books, 2007. - 440 p. - (Series "Management
models of leading corporations"). [In Russian].

'3 Carlos Ghosn. Citizen of the World / Carlos Ghosn, Philippe Ries / Translation from French by L.
Mersona M.: CJSC "Olympus-Business", 2005. - 320 p. [In Ru531an]

' Strategic challenges of the 21st century to society and economics of Ukraine: In 3 v. / V. 2: Inno-
vative and technical development of economics / Edited by M.M. Geyts, V.P. Semynozhenko, B.I. Kvas-
niuk. — K.: Fenix, 2007. — p. 262. [In Ukrainian].
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tential increase in Ukraine and use of modern mechanisms of
technological convergence with neighboring countries, in particu-
lar, with Russian Federation, mutually beneficial relations with
which in some high-technology branches, in particular, in aero-
space branch, have been historically established.

1. Peculiarities of High-Technology Products as a Subject
Matter of International Purchase and Sale Agreements

Everyone connected with international business is familiar
with regulations stating that economic relations between its enti-
ties, including purchase and sale agreements for high-technology
products, are executed under agreements (contracts) entered into
by and between them. One of the basic contract components is its
subject matter, in our case, high-technology products or services.
The subject matter concretization is made in names of high-
technology goods, their characteristics, range, etc. One of the
important features of high-technology products is the relatively
high value added, which gives certain advantages to a manufac-
turer (supplier, seller) in overpricing its price quote.

Ranking high-technology products due to OECD methodology
is carried out not only throughout branch groups, but also within
each group with distinct criteria of R&D costs, as shown in the
following table.

With regard of objective data, national participants of export
and import operations should pay their attention to peculiarities
of the certain high-technology products as a subject matter of in-
ternational purchase and sale agreements. At this, data from Table 1
prove stable interrelations between indices during 1991-2013,
dynamics of which absolutely fits market fluctuations. With
regard of the stated subject matter peculiarities, conducting
successful negotiations with partners concerning entering into in-
ternational purchase and sale agreements for high-technology
products is possible. For example, sales of competitive aerospace
high-technology products, volume of manufacture of which in
Ukraine is rather large (Clause 1.1) should return much more
in-terest in comparison with products of the other directions of
this group (1.3; 1.4; 1.5), not mentioning products of the
other groups, in the first turn, the 2™ one. On the other hand,
returning interest from export of products of the 2™ and the 4™
groups is unlikely.

2. High-technology export motivation

The motivation function is a key one in any area of human ac-
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tivities, including high-technology export enhancement, because
it is, according to Koch, author of the popular management dic-
tionar}/, a “reason making people work or stimulating their en-
ergy."”’ The more detailed definition of motivation is offered by
one of the classic authors on management, D. McClelland. In his
opinion, human motivation is activation of specific excitation in
the certain conditions. The motive assumes recurrent care on tar-
get state or conditions, and guides and chooses an individual’s
behavior."'®. In management science, there are many different and
interesting motivation concepts that have been offered by scien-
tists from different countries, beginning from the traditional ap-
proach by P. Taylor, according to which money is the only stimu-
lus of labor activities, and ending with the concept of " motivation
calculation” by the contemporary management guru Ch. Handy
when each individual in the context of his/her own needs and
the possible consequences of some certain action calculates how
much effort he /she must spend in order to achieve the de-sired
result. Purely theoretically, each of these existing motivation
theories is applied in high-technology export management

practice in one way or another. Nevertheless, unlike quality man-
agement products; labor efficiency, manufacture rhythm, labor

discipline, foreign trade activities, etc., the literature provides no
systematic generalization of theory and experience of leading
transnational corporations concerning high-technology export mo-
tivation.

From the methodological point of view, development of such
system involves two key steps: 1) defining the accepted motivation
model and 2) basis of peculiarities of using motivation
mechanisms and tools at three key levels of high-technology ex-
port management in companies: top (strategic), medium (tacti-

call)‘.and lower (operational).
iterature gives plenty of different motivation models. Let use

of one of the most clear and understandable one for further
study, which includes the following links: needs, behavior, Re-
ward and feedback".

The link "needs" is the most studied in the above model, and
that is why the contemporary psychological science offers several
tens of concepts: content (the hierarchy of needs by A. Maslow,
the two-factor theory by F. Hertsberg, the theory of acquired
needs by D. McClelland, etc.) and process (the theory of justice
by S. Adams, the expectancy theory by V. Vroom, the complex

' R. Koch. Management and finance from A to Z / Translation from English edited by Y.N.
Kan-turevskyi / R. Koch. — SPb.: «Peter» Publishing House, 1999. — p. 201. [In Russian].

' Classics of management / Edited by M. Warner / Translation from English by Y.N. Kanturevskyi.

— SPb.: «Peter» Publishing House, 2001. (“Business Class” series), — p. 481. [In Russian].
' R.L. Dafi Management / R.L. Daft. — SPb.: «Peter» Publishing House, 2000. — p. 499.
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(2) Need (2) Behaviour (3) Reward

Wishes and interests which take Purposeful actions favoring Satisfaction of inner or outer
specific forms according to an satisfaction of needs needs
individual’s cultural level and

personality

\ 4
\ 4

A

\ 4
(4) Feedback

Perception of a reward by an individual or a group of people as appropriate and reasonability of repeat or
correction of further behaviour

Fig. 1. Classic motivation model

Source: adapted: Daft L. Management ,/ L. Daft ,/ Translation
from English by V. Volskyi, et al. — SPb.: ‘Peter’ Publishing House,
2000. — C. 499. [In Russian].

process theory by L. Porter and E. Lawler, etc.). As successful
activities in the area of high-technology export require from
employees not only quite profound competencies, but the respec-
tive experience, the most relevant theory for our study is the
Three Needs Theory by D. McClelland, whose development
strongly influenced the development of the scientific literature on
practical management problems.

According to this theory, the process of labor activities pro-
vides three basic, actual motives, or needs:

— need for success (NS) — an endeavor to surpass the others or
operating standards, taking efforts to achieve success;

— need for power (NP) — a need to make the others behave in
the way they would not ever behave on their own will;

— need for involvement (NI) — a wish of friendly and close
interpersonal relations with colleagues.

Of course, the question rises what is the success criterion in
the area of high-technology export? In our opinion, as the gener-
ally accepted statistical reports of transnational corporations
(TNC) in this area are unavailable, we can use the market capi-
talization index. After all, there are international corporations
who are the subjects of the most global high-technology export.
Table 2 shows market capitalization indices of leading TNC con-
firming the relations between this index and the leading positions
of Apple, Google, Microsoft, etc., that is, the companies manu-
facturing high-technology products, over three thirds of which
are exported abroad. It should be mentioned that the USA re-
main the leader in this list of 100 countries (47 companies in
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2014, and in 2009 — 42). The headliner of this list is Apple
which increased the volume of market capitalization for the last 5
years by four times, to USD 469 billion, having whirled upward

from the 33rd position to the 1st one.
Beside three types of needs, D. McClelland’s studies allow, in

total with the self-control (SC) index, defining peculiarities of
behavior of managers of different levels. For example, to manag-
ers of top (strategic) level, a great wish to succeed, a neutral at-
titude to power, a low level of involvement at high self-control
are typical. Formula for effective leader’s (EL) conduct (EL) in
this case will have the following form:

EL = (NS + NP + |NI) x 1SC*

Behavior of employees from export subdivisions is based on the
motivation confirmation theory. The main assumption at this is
based regulating an employee’s behavior with the help of the law
of effect according to which individuals try to repeat the posi-
tively supported behavior and, vice versa, avoid demonstrating
the unsupported actions again. First, employees from export de-
partments are limited in their actions with numerous standards of
their parent country and accepting countries, along with different
international agreements and customs which should be strictly
followed. Second, in the process of export of high-technology
products it is very important to consider numerous cross-culture
peculiarities of partners and customers of importing countries and
to make instant decisions independently, without a possibility to
counsel with management or colleagues. Third, motivation of be-
havior of employees from export subdivisions should be agreed
with activities of innovative subdivisions where high-technology
products or services have been created.

The final motivation stage is reward the importance of which
in our country is still underestimated due to underdevelopment of
economic and management culture, simplicity of its understanding.
That is whey, first of all, we should emphasize the key role of
reward in any motivation model. In theory and practice of
contemporary international business, the so-called "world's most
important management principle” by M. Leboeuf is widely
known, "You get what you reward"*'.

Reward for high-technology export members is much more
complex and diverse not only due to innovative subject of con-

2 prepared after: Classics of management, p. 482; Stephan P. Robins. Fundamentals of management
/ Stephan P. Robins, David A. DeCenzo / Translation from English by A. Oliinyk et al. — K.:
Solomiya Pavlychko Publishing House “Osnovy”, 2002. — p. 402-404. [In Ukrainian].

*!' LeBoeut Machael. GMP: The Greatest Management Principle in the World / Michael LeBoeut.
— New York: Berkley Books, 1985. — 157 p.
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tract, but also due to special business relations with partners that
have an international nature and for which, the specifics of the

other national cultures should be thoroughly considered.
In the most national companies, reward for the successful ex-

port, in particular, for high-technology export, is paid in a rather
traditional way. The obtained profits from export operations are
partly (after payment of dividends to key stakeholders from pri-
vate companies) distributed in proportion to the employees' sala-
ries with regard of "proximity" to the management. In transnational
corporation, reward to members of international operations
related to export of high-technology products is quite different.
In accordance with "world's most important management princi-
ple" by M. Leboeuf, which tells about the reasonability of using

the gollowing reward principles for high-technology business*:
1) efficiency — deeply grounded solutions concerning the sub-

ject and the other components of international sale and purchase
agreement for high-technology products (services) should be en-
couraged;

2) riskiness — the reward should support the employees’ desire
to find opportunities to offer high-technology products at new
global markets rather than to avoid risky solutions;

3) creativity — the ability of employees to offer original high-
technology products to foreign customers, together with offers on
strengthening their international competitiveness through the use
of these products;

4) determination — support of the employees’ active position in
promoting high-technology products t global markets instead of
inactive observation;

5) rationality — encouraging smart, not intense activities on
high-technology export;

6) simplicity — defining and encouraging the contribution of
employees from export subdivisions into simplicity but not into
complication of high-technology products structure, their manu-
Eacture and operation with regard of customers’ estimates and of-

ers;

7) planning — establishing such business relations between the
parties of export of high-technology products that enable them to
safely and efficiency fulfill their obligations without the formation
of crisis situations and different options of rush in supplying
products;

8) quality — a stress on quality but not fast manufacture and
supplies of high-technology products;

2 LeBoeut Machael. The Greatest Management Principle in the World / Michael LeBoeut //
Working Women. — 1998/ - January. P. 70-72.
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9) loyalty — devotion of the company wishing to strengthen its
competitive positions at the global market of high-technology
products.

The most considerable peculiarities of high-technology export
motivation were summarized by the authors in Table 3.

Table 3 Peculiarities of motivation of high-technology export
for managers of different level from transnational
corporations in points (3- high motivation,

2 — medium motivation, 1 — low motivation)

o Top level | Medium level Lower level

No. Motivation levels managers managers managers
1 Needs (motivations) of a

corporation as an interna-

tional business entity
1.1. | Increase of competitiveness

at global markets of high- | 3 2 1

technology products
1.2 | Market capitalization 3 1 1
1.3 | R&D costs 1 3 2

1.4 | Level of the company inno-
vativeness according to | 2 1 1
Booz&Co study

2 Business conduct:

2.1 | Formula for effective leader- | EL= ({NS+ | EL= (NS+{NP | EL= (|{NS+NP
ship NP+¢NIBXTSC +NDx1SC +iNDxSC

2.2 | Behavior ethics 3 2 1

2.3 | Importance of service tasks 3 3 3
(functions)

2.4 | Independent activities 3 2 2

3 Reward principles

3.1 | Efficiency
3.2 | Riskiness
3.3 | Creativity

3.4 Determination

3.5 | Rationality

3.6 | Simplicity

3.7 | Planning
3.8 | Quality

WlWI N[N W| =N W
WlWwWiIN (NN DN =N
WiIN|ND|W| =W =] =
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3.9 | Loyalty 3 2 2
4 Reward forms
4.1 | Outer material 3 2 2
4.2 | Outer non-material 1 2 2
4.3 | Inner 1 2 3
) Feedback
5.1 | Planning reports to manage- 9 3 3
ment
5.2 | Initiative office offers 1 2 2
5.3 | Informal electronic commu- 3 3 3
nication
5.4 | Personal communication 1 2 2
Convention:

EL — efficient leadership;
1(]) — high (lIow) need level;
NS — need for success;

NP — need for power;

NI. — need for involvement;
SC - self-control

Source: Author’s development on the basis of generalization of survey of
staff (?‘ export subdivisions of the following companies: General Electric Plas-
tics (the Netherlands), Emergency one Timoney (Ireland), National
Starch&Chemical Limited (Great Britain), Ukrinmash (Ukraine) during
2010-2014 p

3. The high-technology export model in conditions of glob-
alization

Modeling activities concerning export of high-technology

products plays a significant role in increasing the efficiency of
foreign trade activities management system both of national com-
panies and transnational corporations. Export division into direct
and indirect, widely spread in theory and practice of international
trade, is prospective in connection with this. In particular,
I.M. Solodkovskyi, depending on the export form (direct and in-
direct) and type of export behavior (reactive and proactive) iden-
tifies the following corporate models of export activities man-
agement:

— enthusiasm providing for active export behavior caused by
strong motivation, ability to use direct well-controlled distribution
channels;

— export expansion meeting performance and innovation cri-
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teria in conditions of lower level of export sustainability which is
explained by the company choice of indirect form of export with
all existing signs of proactive type of export behavior due to the
management inability or unwillingness of management to raise
additional resources, due to a lack of confidence in the success of
its product at the international market;

— forced export in the conditions of the company reactive be-
havior at foreign markets and the use of direct form of export;

— ungrounded export based on the exporter’s reactive behav-
ior and indirect foreign trade relations®.

However, use of the proposed models for study and practical
improvement of high-technology export managing is challenging.
First, a limit between reactive and proactive types of export be-
havior in high-technology sector is rather concfiltional and has to
strict criteria. Second, the proposed matrix does not allow taking
into account the crucial key role of transnational corporations in
comparison with national. Third, success in the area of high-
technology export is determined by two types of factors: innova-
tive and marketing which also should be taken into account in
determining models. With regard to this, we offer a matrix of
high-technology export management corporate models based on
two types of business entities in this sector (TNC and national
companies) on the one part, and two types of economic relations
between members of export activities (direct links between con-
sumers and producers of high-technology products, the share of
which is growing in international business, and intermediate
trade when the whole network of business structures operates be-
tween the manufacturer and the end user). This matrix is given
on Fig. 2. together with typical examples of companies.

As it can be seen from this matrix, TNC use two high-
technology export models: global network for consumer goods,
primarily, computer hardware and software products, and global
partnership based on direct relations between manufacturers of
unique products and their consumers. Benefits of the global net-
work model are related to obtaining the scale effect in the manu-
facturing process at many enterprises and vigorous promotion of
their products at world markets, primarily due to original mar-
keting decisions.

As it can be seen from this matrix, TNC use two high-
technology export models: global network for consumer goods,

primarily, computer hardware and software products, and global

Solodkovskyy I. M. Competitive export models: autoref. Thesis for obtaining the degree of candidate

of economic sciences: spec. 08.05.01 «World economy and international economic relations» / I.M.
Solodkovskyi. — K.: 2005. — p. 6-7. [In Ukrainian].
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- Global network Limited expansion
S e Apple (USA, technologies) e Khartron (Kharkiv, industry)
% ® Google (USA, technologies) e Indar (Kyiv, life safety)
o £ ® Microsoft (USA, technologies) e Biopharma (Kyiv, life safety)
2 ° o Samsung Electronics (S. Korea,
3 § consumer goods)
= 8 e Novartis (Switzerland, life
5 = safety)
kS
o 2 Global partnership Point export
E 8 e General Electric (USA, e Pivdenmash (Dnipropetrovsk,
bS] B industry) industry)
g E e Siemens (FRG, industry) e Aviation Technological
> |8 e Boeing (USA, industry) Complex "Antonov" (Kyiv,
s e Dell Computer (USA, industry)
e technologies) e  Motor-Sich (Zaporizhia,
= industry)
[a)
Transnational corporations National companies
High-technology export subjects

Fig. 2. Matrix of high-technology export
management corporate models

Source: Author’s development.

partnership based on direct relations between manufacturers of
unique products and their consumers. Benefits of the global net-
work model are related to obtaining the scale effect in the manu-
facturing process at many enterprises and vigorous promotion of
their products at world markets, primarily due to original mar-
keting decisions.

The business model looks fundamentally different, also in the
high-technology business sector which is now called the ‘Global
Partnership’. Companies in this sector, due to their own long-
term high efficient research and development, accumulated huge
innovative potential, which allows them creating unique types of
equipment, devices and products, with extremely narrow area of
use at initial stages.

As for high-technology export models of national companies,
their effectiveness considerably depends on state support, first of
all, in the tax area. Nevertheless, national companies, especially
large state-owned and private medium and small, use two models
of promoting high-technology products to foreign markets. The
large spot export model is typical for enterprises that managed to
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save their innovative potential and, what is also very important,
international relations in their business. For example, the State
Enterprise "Pivdenmash" successfully cooperates with Russian
partners at the Baikonur space centre, and with other companies
within the "Sea Launch" project. Somewhat narrower opportuni-
ties of promoting high-technology products to global markets are
created by the limited expansion model because it is inferior to
its foreign analogues in competitiveness.

That is why national companies are forced to enter the
additional markets, also limited by size, receiving small income at
this. The most successful strategy at this can be focused speciali-
zation.

4. Corporate potential of high-technology export

According to statistics, annual volume of sales at world mar-
kets of science intensive high-technology products exceeds USD 3
trillion. Over 90% of it falls on transnational corporations, in-
cluding American — 40%, Japanese — 30%, German — 16%, Rus-
sian — 0.3%, national — 0.05 — 0,1%**. Because of the fact that the
company is the key subject of high-technology export, and a
question on methodology of defining corporate potential in this
area is important.

Connection between these potential and innovative activities of
the company is absolutely evident because it is the key factor of
creating high-technology products and services which become the
subject matter of export contracts. Although, the question arises
on defining volumes of innovative potential of companies. There
are different views on this issue which can be conditionally di-
vided into three groups.

The part of researchers connects innovative potential with the
human factor because the company employees, in the first turn,
staff of research and development and marketing services, create
and commercialize high-technology products®. Although, at the
absence of a single generally recognized human factor assessment
method it is impossible to connect it quantitatively with the in-
novative, and, thus, the export potential of the company.

The second concept group is based on the definition of the cor-
poration patent potential as the most important element of its in-
tellectual property. In connection with this, curious publications

i: International business, quoted paper, p. 772. . .
Batteris M. Corporate diamonds: how to keep talented employees in the company / M. Batteris,

B. Reuter / Translation from English. E.I. Smykovskyi. — M.: GrossMedia, 2005. — p. 13. [In
Russian]; Welch J. Winner, quoted paper, p. 53. [In Russian].
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both by foreign and national specialists have been published for
the recent time®. Although attempts to define patent potential of
pioneering corporations did not bring success so far, and the pat-
ents themselves do not protect intellectual property rights in any
way and do not guarantee them against manufacture of pirate
products. It is enough to mention numerous claims of Microsoft
to Ukraine in connection with this.

The third concept group connects the corporate innovative-
export potential with R&D costs contained in financial reports of
corporations and defining volume of resources for different kinds
of innovative activities. Advantages of this concept are connected
with the following peculiarities. First, it is based on logical con-
nection between the innovative activities as the basic factor and
high-technology export as the result of this factor action. Second,
R&D costs can be quantitatively assessed in dynamics and com-
pared to different TNC. These costs are given in Table 4.

However, there is a question: to what extent are R&D costs
and efficiency of innovative activities of export-oriented compa-
nies (EIAEOC) interrelated?

In 2009-2011, Booz&Co carried out a survey of over 450 inno-
vative leaders from over 400 companies and 10 branches with the
purpose to determine the most innovative world companies and
concluded that companies investing the most funds in research
and development are not always the most innovative, which again
proves the need for efficient innovative activities management.

Survey results are confirmed by the fact that the top 10 largest
export-oriented innovators is significantly ahead of the top 10
companies spending the most funds on research and development
of key financial indices (Fig. 3). Only three companies, Samsung,
Microsoft and Toyota, entered both top 10 ratings, this fact
proving once again that success in the implementation of innova-
tive activities of export-oriented companies depends not on the
amount of funds spent by the company but on the way how it
spends money. At this, the leader of the R&D cost rating,
Toyota, took the 7th place in a survey.

The above analysis suggests that the size of R&D financing of
are not directly connected with the innovation, and, therefore,
with TNC high-technology export, as evidenced by differences in
ratings of companies in Tables 4 and 5. According to many ex-

% Andrissen D. Weightless wealth. Define your company value in non-material assets economy / D.
Andrissen, R. Tissen / Translation from English by E. Pestreva. — M.: CJSC ‘Olimp-Business’, 2004. —
304 p. [In Russian]; L.I. Lukicheva. In-house management of intellectual assets / L.I. Lukicheva, D.N.
Yegorychev. — M.: Omega L LLC, 2004. — 192 p. [In Russian]; Fundamentals of patenting and licensing:
tutorial, 2 edition, revised and enlarged. / G.O. Androshchiuk, A.I. Kredisov, .I. Nazarenko, V.O. Rak-
sha; Edited by A.I. Kredisov. — K.: Znannya Ukrainy, 2007. — 306 p. [In Ukrainian].
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Table 5 The most innovative export-oriented world companies
in 2009-2011 years under Booz&Co study

2009 2010 | 2011
Q g 1 Q g 1 Q g 1
E 2 | B I|E§ 2 = 5 |8 % |E &
22 | (2|22 |= S E = s |2
= M = = &
Company | & 8 3 S | E 8 3 £ |E 8|3 £
8 § & |&| & § 8 & |8 § |8 &
hall mits L s ®
3727|322 (55 2282 |32 |52(30%% 3¢ 55
MoOCo |l Mg M MO9S [ M |MoOZO| Ma | B
Apple 1,333 8D B1% [ [1,782(70)  P.7% 1 2,4 (53) P,2% |
Google 0,843 (44) [12% P B762(34) [12,8% P b,2 (26) [13,6% P
3M 1,293 (84) pb6% B [1,434(86) b,4% § 1,6 (86) 3% B
Samsung  [B,300(35) P,1% P B939(32) P,6% 7 9,0(6) b0% K
GE 9,010 () [154% W B,714 (4) 14,0 # 4,6 (30) B2% b
Microsoft  [,820 (12) 6,1% K 6,026 (15)  6,0% 5 9,0 (5) [12,9% b
Toyota 6,002 (10) 55% b 7,873 (D 0,9% 9 99 K2% [
P&G 2,044 (58) R6% 7 1,950 (61) P,5% 8 20(72) P4% B
1IBM 7.82(4) B8% B B,546(6) 3,9% 6 6,3(17) 59% B
Amazon L LT L L 2,9 (48) 6,1% [10
Source: Jaruzelski B. Recited paper, p. 12.

perts, indices of Table 5 are more objective because they are more
closely related to TNC market capitalization shown in Table 2. It
would seem that the decision concerning connection between the
innovative potential and the high-technology export comes to
identification of correlation coefficients. For regret, unavailability
of statistical data on the structure of TNC export operations in
the context of adaptability does not allow this.

5. Up-to-date Condition of High-Technology Export of
Ukraine and Means of Its Raising

Ukraine, being the industriall%f developed country, has all
pos-sibilities and is very much inferested in_building-up export
vol-umes, in the first turn, hi%h—technology because, on the one
part, it is the most beneficial due to the relatively high share of
value added, and, on the other part, manufacture of high-
technology products favors realization of considerable potential
of qualified staff and the state social and economical development
in whole. For regret, business of this sector for the last years is
far from de-sirable.
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Note: digits on this Figure match point assigned by Booz&Co given that 0
is the lowest index of companies’ activities, 50 is the standard index, 100 is the
highest index.

Fig. 3. Comparison of financial indicators of 10 largest export-
oriented innovators and 10 largest R&D investors in 2011

Source: Jaruzelski B. Recited paper, p. 12.

In spite of some increase of export volumes for the last several
years, in particular, mechanical engineering and chemlcal indus-
try, are negative, causing concerns of many researchers”. If in
2009 the share of the stated export branches was 25,8%, in 2010
it fell to 24,1%, and in 2014, to 22%. On the other part, the
share of these branches in the import structure didn’t almost
change and amounts now to approximately 30, 3%, which proves
increase in dependence of our state on the other countries not
only in the medium high-technology but also in the high-
technology sector.

Nevertheless, high-technology export in Ukraine is still carried
out. According to the World Bank estimates, supply of high-
technology Ukrainian products to foreign markets in the last ten

* Three years of membership in WTO: trends of Ukrainian foreign trade in the post-crisis
perlod analytic report. / I.V. Klymenko, O.A. Fedirko, I.V. Us. — K.: NIS, 2011. — 120 p. [In Ukrainian].

¥ Calculated according to data of State Service of Statistics for the respective years. [E-source]. —
Access mode: www.ukrstat.gov.ua. [In Ukrainian].
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years did not exceeded the mark of 7% of the total industrial ex-
port, and its average value ranged within 4-4.5% (similar index
in Russia — 8%, Germany — 16%, USA — 24%). At this, according to
the World Bank methods, the high-technology sectors include
manufacture of pharmaceutical products, aerospace products,
computers, electrical machinery and scientific instruments®. In-
ternational systems of classification of high-technology products
complement this list with telecommunications equipment. How-
ever, Ukraine is not yet able to compete at the global market
none of the stated product items, except aerospace.

Nevertheless, high-technology export in Ukraine is still carried
out. According to the World Bank estimates, supply of high-
technology Ukrainian products to foreign markets in the last ten
years did not exceeded the mark of 7% of the total industrial ex-
port, and its average value ranged within 4-4.5% (similar index
in Russia — 8%, Germany — 16%, USA — 24%). At this, according
to the World Bank methods, the high-technology sectors include
manufacture of pharmaceutical products, aerospace products,
computers, electrical machinery and scientific instruments.

The world market for space products began to emerge in 1962

at the funds of the USA government and several private founders
of the first commercial corporation Comstar, the owner of the
first created satellite communication space system.
The world market for space products is one of the most dy-
namic ones. According to the World Bank estimates, this market
gross volume increases sharply: 1995 — USD 75 billion, 1999
— USD 105 billion, 2005 — USD 187 billion, 2014 — around
USD 400 billion. According to the experts, its in 2025 will reach
USD 1,6 trillion. Number of employees in this branch is
around 2 million people. Around 70 thousand new high-
technology work places are created annually™.

Aerospace industry is one of priority branches of innovative
breakthrough for Ukrainian economy having qualified staff, pos-
sessing an exclusively high multiplication effect and favoring de-
velopment of numerous branches connected with it: chemical,
metallurgical, radioelectronic, nano- and biotechnology branches.
Another weighty argument in favor of accelerated development of
aerospace branch is connected with positive ratio between export

¥ Official World Bank Web page [E-source]. — Access mode: http://www.wov/dbank.org.
[In Ukrainian].

% Moiseyev I.M. Development of space industry in Russia: basic strategies / .M. Moiseyev //
Earth and Space. —2014. — No. 13. — p. 7-14. [In Russian].
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and import of this industry products in Ukraine which amounted
to 5,1 (in average) for the period of 1995-2014.

Attention should be paid to historical conditions of forming
the aerospace branch in Ukraine, which inherited from the former
USSR economic complex about a third of the space potential.
Nearly 100 enterprises and institutions are involved into missile
and satellite construction. The branch possibilities are also
proved by the following fact: from 20 000 intercontinental ballis-
tic missiles, 12,000 have been developed and manufactured in
Ukraine. In the whole, national enterprises own 17 out of 22
world space technologies and participate in 50 international proj-
ects, the most significant of which are considered "Sea Launch"
"Land Launch", "Dnipro", "Cyclone-4", "Vega", "International
Space Station (ISS)", "Radioastron”, "Spectrum-UV", and "Gali-
leo". Within these project, independent Ukraine signed cooperation
agreements with many countries, namely, with Russia,
France, Germany, Norway, USA, Brazil, China, India. Income
{rorg1 space branch income in 2013 amounted to USD 305 mil-
ion”'.

However, for build-up and efficient use of the branch poten-
tial, it is extremely important to ensure the full cycle of scientific
and technical and technological measures of basic research, devel-
opment, manufacturing, inspection and operation of space tech-
nology. These measures are contained in the Law of Ukraine "On
approval of the national target scientific and technical space pro-
gram of Ukraine for 2013-2017 years", the Action Plan of the
Cabinet of Ministers of Ukraine on implementation the state
policy in the field of space activities by the end of 2032, the Pro-
gram of Russian and Ukrainian cooperation in investigation
branch and wuse of outer space for peaceful purposes for
2012-2016, etc.

Ukraine and Russian Federation are two countries from the
Central and Eastern European Region with the largest territories
characterized by high level of historically formed manufacturing
cooperative and technological relations between two countries.
And despite the obvious tendency in the political and information
environment of both countries to stressing negative aspects of bi-
lateral cooperation, industrial enterprises of Ukraine continue
demonstrating high interest in maintaining potential of cooperation
with Russian partners in strategically important industrial
branches, in particular, in aerospace industry. This trend is dem-

*! Strategic challenges of the 21st century, quoted paper, p. 245-255.



YEVGEN PANCHENKO, MYKOLA VOYCHAK FORMATION AND
DEVELOPMENT OF HIGH-TECHNOLOGY EXPORT CORPORATE POTENTIAL 49

onstrated by positive dynamics of the total volume of foreign
trade of Ukraine with aerospace sector goods, which, in the final
analysis, proves the crucial interdependence of trade and eco-
nomic relations of both countries in this area.

Certainly, Ukraine has adequate capabilities to build its high-
technology export in the other branches as well, namely, aircraft
construction, mechanical engineering, shipbuilding, military and
industrial complex, pharmaceutical industry. Although, this is a
subject for a separate paper.

Conclusion

1.1t should be pointed out in the conclusion that the
formation and development of high-technology export corporate
potential in the conditions of global competition requires both
from management of transnational i national companies and from
state authorities and administration a consistent and systematic
approach performed by reconsideration of "high-technology
products" category in the context of OESD criteria, creation of
contemporary motivation mechanisms in this area, development
and implementation of contemporary innovative and marketing
foreign-economic strategies.

2. Taking into account the current state of global markets,
leading transnational corporations are trying to promote such
high-technology products which contain the highest proportion of
value added in their price. These products include devices and
services of aerospace industry, pharmaceutical industry, computer
and office equipment, telecommunications and instrument sectors.
In distinction from this practice, national enterprises do not pay
enough attention to this aspect, offering at foreign markets
mostly products with twice less of value added of medium high-
technology sectors: mechanical equipment, chemical industry,
vehicles and road equipment, losing at this not only significant
profits but also competitive positions at global higK—technology
markets.

3. Speculations given in this paper are pointed at overcoming
simplistic traditional ideas concerning the high-technology export
motivation, when they are reduced to the company interest to
obtain profits and to maintain or enhance its competitive
positions at this market. In fact, the experience of leading TNC
clearly proves that, according to the GMP (The Greatest
Management, Principle in the World) concept, the company
interest is combined with integrated system of employees’ reward
when management tools at every motivation stage (formation of
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needs, business conduct, reward and feedback) are adapted to
peculiarities of activities of managers of top (strategic), medium
(tactical) and lower (operational) levels.

4. The authors identified criteria of high-technology export
corporate potential. At this, the analysis of such indicators as the
human factor, intellectual property (number and value of
patents) and research and development costs of companies was
made. The last index is used the most frequently as a high-
technology export corporate potential indicator due to statistical
data availability of and ease of calculations.

With that, the thorough analysis of R&D financing processes

allows making a disappointing conclusion: the amount of this
funding fits neither the level of export-oriented TNC
innovativeness nor their market capitalization. It requires
additional search of more advanced performance indicators of
TNC innovative activities. The most acceptable among them is
the research factor reflecting the impact of R&D costs on income
increase and the company market capitalization. In combination
with considering the indicator of the innovative and economic
favorability of the parent country environment, the stated indices
thoroughly characterize the corporate potential at the global
market of high-technology products.
5. The substantiation of the optimal model of the given activity is
of the fundamental importance for the formation of efficient
corporate management of high-technology products export.
Analysis of the theoretical developments in this area and of the
experience of leading multinational corporations allows
identifying four such models, namely, global networks, global
partnership, spot export and limited expansion. The global
networks model is inherent to TNC operating in the mass high-
technology products markets and widely using trade mediation
mechanisms. Competitive advantage of this model is the use of
global scale effect. The global partnership model is based on
direct relations between TNC and consumers and allows receiving
the most part of the value added in the process of operation and
maintenance of unique devices. National are less competitive,
including domestic companies, and they are forced to use less
sophisticated and riskier spot export and limited expansion
models.

6. Corporate capacity building of high-technology export
should become a priority task for Ukrainian industry because it
does not only enhance the state international competitiveness but
also increases foreign exchange earnings to the payment budget.
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Although such export volume are not large so far due
to technological backwardness of Ukrainian enterprises, there are
totally real prospects and possibilities to increase scale and
diversify the structure of high-technology export of Ukraine,
especially in the aerospace branch, due to implementation of
national programs, on the zone part, and reengineering of
innovative and marketing activities of business entities of this
sector, on the other part.
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