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JUSTIFICATION OF REGIONAL 
DEVELOPMENT OF INDUSTRIAL 
ENTERPRISES IN THE PLANE OF  
THEIR FINANCIAL SUPPORT: 
EXPERIENCE OF UKRAINE

The object of research is the regional industry of Ukraine. In the sectoral context, the general structure of 
the regional industry is significantly deformed, and the strategic and sectoral guidelines of economic policy are 
blurred, which makes it difficult to restore the economic growth of the country as a whole. The industrial potential 
is concentrated mainly in traditional industrial regions. The development of industry is hampered by the worn-
out state of the technical and technological base of production, a high level of staff turnover, an insignificant 
percentage of the production of high-tech products, a lack of institutions for innovative development, and similar 
factors. The complexity of the procedures for financing the processes of industrial development is mediated by 
the innovative activity of its subjects. The processing industry is the central center of innovation in the industry. 
Among the sources of financing for innovations, enterprises’ own funds prevail.

It  is substantiated that the main directions of regional development of industrial enterprises in terms of 
financial support for their functioning are support and encouragement of innovation, measures to increase the 
competitiveness of industrial products, internationalization and support for exports. It is proved that the regions 
of the country unevenly use the mechanisms of investment support for industry, depending on the characteristics 
of the development of the regional economy. This necessitates the creation of investment mechanisms aimed at 
ensuring the management of the competitiveness of regional industrial complexes on the basis of the develop-
ment and implementation of innovations. A multichannel investment mechanism has been proposed to ensure 
a full-fledged infusion of financial resources from several sources as an effective tool for financial influence 
on the development of industrial enterprises. It is noted that among the directions of development of industrial 
management should remain both traditional measures to support domestic producers (state regional purchases) 
and alternative (financial leasing, initial placement of securities, joint investment). For a separate direction of 
industrial development, it is recommended that state support of cluster interregional initiatives based on the use 
of leading European experience. The highlighted areas are relevant for potential foreign partners who intend to 
carry out joint business with Ukrainian industrial enterprises. Also, the indicated research results are significant 
in the process of attracting investments at the regional level and have practical value for foreign investors when 
they consider a portfolio of alternatives to foreign direct investment in Ukrainian industrial facilities.
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1.  Introduction

The current state of the economy and market realities 
determine a number of problematic issues in the field of 
financing the activities of industrial enterprises, increasing 
the level of their competitiveness, using methods and tools 
of strategic management, ensuring investment attractive-

ness. In these conditions, the issues of the formation and 
implementation of an effective industrial policy, including 
the industrial policy of the regions, acquire special relevance. 
It is industrial policy that is the basis for the economic 
development of the state in symbiosis with innovative 
structural shifts and effective financing mechanisms. The 
financial stability of industrial enterprises is an equilibrium  
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state, being in which they are able to form financial resources 
in sufficient volume and ensure socio-economic develop-
ment, promptly respond to changes in market conditions.

Crisis phenomena are an integral part of the life cycle 
of an enterprise, the aggravation of which has recently 
inflicted a significant blow on the activities of industrial 
manufacturers. The global pandemic COVID-19 causes the 
search on the part of business entities for new ways to 
solve the problems of industrial development in conditions 
of limited financial resources, including at the regional level.

The relevance of such questions has been confirmed 
by a number of studies by modern scientists. In particu-
lar, the work  [1] notes the need to move from the use 
of industrial policy to the use of competition policy. At 
the same time, it is industrial policy that is the defin-
ing principle of reforming regional development in the 
context of the volatility of the external environment. In 
addition, using the example of China, the authors of the 
study [2] proved that enterprises are more likely to invest 
in regions that are supported by industry policies. Thus, 
there is an imbalance in the financing of the regions, the 
essence of which is that the higher the level of financ-
ing in the region of the enterprise’s presence, the greater 
the likelihood of its interregional investments. It was also 
noted that the promotion of regional industrial renewal 
through sectoral policy should be based on the company’s 
compliance with market rules for the implementation of 
market-oriented investments.

As for the European experience in the development 
of industrial enterprises, scientists are also not unambigu-
ous in their thoughts. Thus, work  [3] is devoted to the 
consideration of regional industrial restructuring in the 
context of economic geography. This approach makes it 
possible to link the regional development of industrial 
enterprises with the unevenness of their sectoral affilia-
tion and territorial distribution.

In contrast, the authors of the study  [4] are support-
ers of an innovative approach to the regional development 
of industrial enterprises in the countries of the European 
Union. In particular, they note that innovation policy is 
inextricably linked with industrial policy in the state and 
its regions. It allows the use of traditional measures to 
support national producers – regional public procurement as 
a tool for institutionalizing public administration – among 
the main directions of industrial management development.

Along with traditional methods [5], alternative methods 
of managing the development of industrial enterprises are 
distinguished, aimed at solving financial problems aris-
ing in the context of the global economic crisis (venture 
capital, private capital, etc.). This approach is of particu-
lar relevance due to the spread of the Corona crisis and 
its consequences for the business environment of these 
enterprises. In  [6], it is noted that in the formation of 
post-COVID-19 society, a turning point has already been 
reached between industrial policy, sustainability and the 
development of industrial enterprises by rethinking their 
management processes. At the same time, the authors of [6] 
see the role of industrial policy not only in the positive 
dynamics of gross output, but also in its participation in 
the sustainable development of society.

Analysis of the activities of industrial enterprises in the 
context of their participation in the formation of Euro
pean exports allows to single out an approach focused 
on the macroeconomic aspect. The team of authors  [7] 

notes that it is the contribution of industry to export 
activities associated with weaknesses in production that 
leads to structural external imbalances and determines the 
characteristic features of the European economy. Thus, the 
authors associate regional and global value chains with 
the concept of «peripheral economy». The distribution of 
European countries in terms of production development is 
based on the criterion of the economy with a low/middle  
income level. According to the study  [7], it is to such 
a group of countries that Ukraine belongs as a part of 
the cluster of countries of Southern Europe, the Western 
Balkans, and others. They are characterized by an insig-
nificant contribution to export activities.

This position of Ukraine in the international division of 
industrial production determines the search by Ukrainian 
scientists for ways to solve the issues of forming and as-
sessing the financial strategy and financial potential of an 
industrial enterprise. The analysis of recent studies and 
publications of Ukrainian scientists on the designated topics 
allowed to conclude that further in-depth development of 
the theory, methodology and practice of financing such 
enterprises in the context of the industrial policy of the 
regions is necessary  [8–10].

Thus, the object of research is the regional industry 
of Ukraine. The aim of research is to identify trends and 
directions of regional development of industrial enterprises 
on the example of Ukraine in terms of financial support 
for their functioning.

2.  Methods of research

During the research, the following scientific methods 
were used:

–	 method of analysis (when studying the structure 
of the financial potential of industrial enterprises by 
the scale of industrial policy and identifying areas for 
financing innovative activities in industry);
–	 method of theoretical generalization (to identify the 
research problem and form conclusions based on its 
results);
–	 statistical methods of information processing (when 
analyzing the volume of sales of industrial products 
by regions of Ukraine, indices of industrial products, 
volumes of investment in innovations in industry);
–	 graphic methods (for visualization and visual display 
of the results of the analysis of statistical data on the 
activities of industrial enterprises in Ukraine).

3.  Research results and discussion

The industrial policy of the state is based on the system 
of financial and organizational relations between business 
entities, government bodies, scientific institutions and public 
organizations, the balanced interaction of which leads to the 
formation of a stable synergistic effect. This effect can be con-
sidered as the functioning of a competitive industry, ensures 
the economic growth of regions and the state as a whole.

According to the Reports of the National Academy 
of Sciences of Ukraine  [11], Ukraine today has neither 
a strategy for modernizing its own industry, nor any regional 
or sectoral industrial development programs. Strategic and 
sectoral guidelines for economic policy are blurred, which 
seriously complicates the recovery of economic growth. 
This trend has a significant impact on the prioritization  
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of government bodies in the allocation of budget funding, 
as well as on the development of strategies for their de-
velopment on the part of enterprises. In addition, in  [12], 
the author notes the lack of information and statistical 
analysis tools for high-tech production, a unified classi-
fier of this kind of products. This poses obstacles in the 
setting of priorities among the industries, their further 
support and financing from the state.

In the regional context, industrial workload has an 
unbalanced structure, causing:

–	 their uneven economic and social development;
–	 carries risks of man-made safety;
–	 shifts the balance in the consumption of industrial 
resources in favor of a particular region;
–	 orients individual territories to the raw materials and 
processing industry, costly type of production, and the like.
In recent years, industrial potential has been concen-

trated mainly in industrial regions, which include Dnipro-
petrovsk, Donetsk, Zaporizhzhia, Poltava, 
Kharkiv, Kyiv and Lviv regions (Fig.  1).

Based on the analysis of Fig.  1, in the 
total volume of sold industrial products 
in 2020, their share was 58.23  %. At the 
same time, regions with a low level of in-
dustrial development in 2020 accounted 
for only 8.56  %.

So, according to the State Statistics Ser-
vice in 2020 compared to 2019, the indus-
trial production index was 94.8 % (Fig. 2). 
In particular, in the mining and quarrying 
industries this indicator was 96.9 %, in the 
processing industry – 93.1 %, in the supply 
of electricity, gas and conditioned air –  
98.7  %  [13]. Thus, in the sectoral context, 
the overall structure of the industry is sig-
nificantly deformed. This is due to the low 
share of high-tech products and the low 
added value of other types of products.

This deformation is also present in the 
opinion of the author of work [14], who also 
indicates the presence of negative trends in 
the innovation activity of Ukrainian indust
rial enterprises as a result of these trends. The 
protracted economic crisis, characteristic of 
the last years of the functioning of the Ukrai-
nian economy, led to a decrease in the in-
novative activity of industrial entities due to 
a lack of necessary funding, institutional im-
balances, low investment attractiveness, etc.  
Based on research  [15], in addition to the 
above signs of a decline in the innovation 
sphere, these include a low degree of re-
newal of the basic production assets of 
industry, a lack of highly qualified labor 
force, lack of motivation among workers, 
an insignificant percentage of high-tech 
products, and the like.

These factors generally characterize  
a disappointing picture of the development 
of industry in the regions, while regional 
competitiveness is able to ensure sustainable 
socio-economic development of Ukraine in 
the long term. It is the competitiveness  
of the industrial production of the regions 

that is achieved through the growth of the gross value 
added of innovative products, the renewal of the technical 
and technological base of the subjects of production activity,  
and the attraction of additional sources of financing for 
innovations.

Until now, the financing of innovation processes for certain 
types of industrial activity in Ukraine is characterized by  
a shift in proportions in favor of the processing industry.  
In particular, there is a distribution of funds for the implemen-
tation of innovations in the field of mechanical engineering, 
food technologies, the chemical industry and pharmacy, the 
metallurgical industry, etc. However, such financing does not 
testify in favor of the development of high-tech innovative 
products, but the predominance of financial resources for 
financing medium- and low-tech products. ... So, from the 
lack of funds, first of all, the production associated with 
high technologies suffers, and it also indicates an unbalanced 
structure of industry in the regions  [16].
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(built by the authors according to [13])

99 98.6
99.9

101 101.5 101.3 101.4 101.4 101.2 100.8
100.1 99.5

94.9

96.9

94.9

92.1
91.3 91.7 92.3 92.63 93 93.2 93.8

94.8

86

88

90

92

94

96

98

100

102

104%

2019 2020

Fig. 2. Indices of industrial production (constructed by the authors according to [13])



MACROECONOMICS:
DEVELOPMENT OF PRODUCTIVE FORCES AND REGIONAL ECONOMY

36 TECHNOLOGY AUDIT AND PRODUCTION RESERVES — № 2/4(58), 2021

ISSN 2664-9969

Self-financing prevails among the sources of financing 
for innovation, which is explained by the reluctance of 
investors to invest in high-tech businesses with significant 
innovation risks (Fig.  3). This is also due to the lack of 
investment stability and a well-developed mechanism for 
insuring investors’ risks, the interest of financial institutions  
in the development of the real sector of production.

The strategic development of industrial enterprises cannot 
be imagined without the implementation of a solid financial 
strategy. Rational distribution of financial resources in the 
short and long term allows to prioritize innovative projects 
in accordance with the established goals. In addition, the 
financial strategy is an integral part and the most important 
element in the system of strategic development management 
both at the enterprise level and at the level of industries 
and in the regional context. The financial strategy defines 
the principles of the enterprise for the formation of finan-
cial reserves, with its help it is possible to evaluate the 
results of current work and develop management decisions 
regarding future directions of activity  [18].

The implementation of an effective financial strategy takes 
place through the use of the existing financial potential of 
an industrial enterprise. Financial potential management is 
a purposeful management impact on financial resources to 
achieve financial well-being and increase its level for the 
development and recovery of production based on innovation.

The financial potential should be considered as the most 
important strategic tool for the sustainable development of 
industrial enterprises, due to the existing structure of their 
financial resources. This structure does not significantly 
affect production efficiency in the medium and long term 
and, thus, does not allow assessing the possibilities of 
using the financial potential of the enterprise  [19].

As for the financial potential of the region, at the level 
of regional management and from the standpoint of indus-
trial policy, it can be considered as the aggregate ability of 
industrial entities to form, distribute and use financial re-
sources. The generation and use of such resources allow local 
governments to directly implement the functions of ensuring 
the social and economic development of the region. At the 
same time, the fundamental fact is whether these resources 
are at the disposal of enterprises, or they are supposed to be 
available in the planning period. So, the financial potential 

of the region directly depends on the attraction of invest-
ment resources, including in industrial facilities. This task 
is of primary importance specifically for regional industrial 
complexes, whose activities are capable of influencing the 
competitiveness of the national economy as a whole. The 
implementation of this task should take into account the 
specifics of the mechanisms of industrial investment at the 

regional level, as well as the level of 
strategic management of the financial 
strategy of business entities  [20].

Prioritization of investment in in-
dustrial facilities should be based on 
the concentration of financial resources 
in exactly the direction that will meet 
an effective industrial regional policy. 
Financial flows generated by high-tech 
industries will help create a new level 
of production infrastructure aimed at 
ensuring a competitive Ukrainian in-
dustry in the world market.

4.  Conclusion

Thus, according to the results of the 
study, the following conclusions can be 
drawn about identifying trends and direc-
tions of regional development of indus-
trial enterprises in Ukraine in terms of 
financial support for their functioning:

–	 in countries with highly developed modern econo
mies, industrial growth is programmable, which is en-
sured through the formation and implementation of an 
appropriate industrial policy. In Ukraine, the forma-
tion of such a policy is open and one that would be 
based on responsible personnel, innovation, financial, 
marketing strategies in the field of promoting competi-
tive relations. Promising areas of regional industrial 
policy should be support and encouragement of in-
novative activities of industrial enterprises, measures 
to increase the competitiveness of industrial products, 
internationalization and support for exports;
–	 the regions of the country unevenly use one or another 
mechanism of investment support for industry, depends, 
first of all, on the peculiarities of the development of 
the regional economy. In these conditions, it is advis-
able to create investment mechanisms aimed at ensur-
ing the management of the competitiveness of regional 
industrial complexes on the basis of the development 
and implementation of innovations;
–	 an effective tool for financial impact on the development 
of industrial enterprises should be the development of 
a multi-channel investment mechanism to ensure a  full-
fledged infusion of financial resources from several sources;
–	 among the directions of the development of industrial 
management should remain both Traditional measures to 
support domestic producers – government procurement 
at the regional level, and alternative ones. These include 
the implementation of joint investment projects, financial 
leasing, outsourcing, positioning in the stock market;
–	 for a separate area of industrial development, it is 
advisable to implement state support for cluster inter-
regional initiatives based on the use of the leading Euro
pean experience of neighboring states (industrial parks 
in Poland and Slovakia);

2014 2015 2016 2017 2018 2019
Funds from other sources 8.7 2.0 4.3 11.8 5.7 8.1
Funds of non-resident 
investors 1.8 0.4 0.1 1.2 0.9 0.3

State budget funds 4.5 0.4 0.8 2.5 5.2 3.9
Own funds of the enterprise 85.0 97.2 94.9 84.5 88.2 87.7

75.0
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90.0

95.0
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% 105.0

Fig. 3. The structure of financing innovations in industry (Constructed by the authors from [17])
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–	 the above directions can be used in the formation 
of a strategic investment portfolio of a foreign inves-
tor, such as considers foreign direct investment in the 
Ukrainian economy as a prospect of investment funds. 
In addition, when justifying joint business projects 
of Ukrainian and foreign partners, it is advisable to 
take into account such areas, relying on the results 
of an analysis of industry and regional features of the 
development of production facilities.
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