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Abstract 

The development of exports in the flour milling industry is analyzed. It is determined 
that flour milling industry has become export-oriented in the past ten years. An expert 
evaluation of the “Flour export” activity direction's attractiveness was carried out 
according to the method of I. Ansoff. Its attractiveness for the development of the flour 
milling industry enterprises was established. The process for forming the strategy of the 
enterprise’s foreign economic activity is improved.   
 
Keywords: foreign economic activity; flour milling industry; flour exports; strategic 
management process; assessment of the activity direction's attractiveness. 
 
Introduction  

Flour-milling enterprises play an important role in providing the population 
with products of mass demand. Over the past years, it was created an excess 
capacity in this industry.  Therefore, foreign economic activity for these 
enterprises is a very attractive business, which should open up new 
opportunities in foreign markets. Under such conditions, the importance of 
strategic management of foreign economic activity increases, which provides an 
opportunity to determine the main types of actions that contribute to the 
successful consolidation of new segments. Formation of the foreign economic 
activity's strategy for the flour-mill industry's enterprises requires the solution of 
the question regarding the substantiation of methodological approaches that 
would establish the logical sequence of this process and determine the methods 
of obtaining and transforming information. 

 
Analysis of researches and publications of recent years 

 
The theory of strategic management has been developed in the scientific 

works of such prominent scholars as I. Ansoff, A. Thompson, J. Strickland, M. 
Porter, H. Mintzberg. The study of theoretical and methodological problems of 
the foreign economic strategies' formation is highlighted in the works of I. 
Babiy, O. Kuz'min, O. Mel'nyk, I. Piddubnyy, V. Shved, L. Chorna. In 
scientific sources, the authors rightly emphasize the strategy of foreign 
economic activity is functional. They accentuate the parallel process of 
implementing its development with the general strategy of the enterprise in the 
mode of constant information exchange. However, in modern scientific works, 
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the authors distinguish a different number of its formation's stages and 
determine the different sequence of their implementation. 
Identification of previously unsettled parts of the general problem  

 
The structure of the process of shaping foreign economic activity's strategy 

is interpreted in different ways, which leads to uncertainty of the actions' 
sequence, and, accordingly, to the methods that need to be applied. Therefore, 
there is a need to formalize the process of forming the strategy of enterprise's 
foreign economic activity. In addition, this process should take into account the 
peculiarities of flour-milling enterprises' activity. 

 
The purpose of the article is to formalize the process of forming the foreign 

economic activity's strategy of the flour-mill industry enterprises by establishing 
the logical sequence of this process and determining the methods of obtaining 
and transforming information at each stage. 

 
Setting objectives  

 
The purpose of scientific research is theoretical substantiation of the 

structure of the process of forming the strategy of enterprise's foreign economic 
activity, expert evaluation of the attractiveness of the activity's direction 
"Export of flour" on a number of factors characterizing prospects of profitability 
and growth. 
 
Presentation of the main research material  

 
The long-term economic crisis in Ukraine has greatly affected the state of 

our country's foreign trade and its foreign trade balance. The volume of imports 
exaggerates the volume of exports, which doesn't provide the needs of the 
country in the receipt of foreign currency funds in general. Foreign trade 
balance for goods of our country has a negative value. In the last four years, 
only in 2015, foreign trade balance was positive. The balance in 2014 was 
negative, it was 527 million USD. In 2016, the negative balance of the balance 
sheet increased to 2888.1 million USD, in 2017 to 8865.7 million USD. For the 
eleven months of 2018 (January-November), the negative balance of foreign 
trade balance was 6342.5 million USA (Fig. 1). 
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Dynamics of foreign trade of Ukraine (compiled by the authors 

according to the State Statistics Service[1]) - Figure 1.  
 

At the same time, the positive trend of our country's development in recent 
years is the growth of agricultural products' exports. The analysis of customs 
statistics shows that the foreign trade balance on products of plant origin has a 
positive value. The balance in 2014 amounted to 6704.5 million USD; in 2015 it 
increased to 6825.3 million USD, in 2017 - up to 7847.6 million USD (Fig. 2). 
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Dynamics of foreign trade in products of plant origin of 

Ukraine (compiled by the authors according to the State Statistics 
Service[2]) - Figure 2. 

                                         
[1] Official website of the State statistics service of Ukraine, available at: 
http://www.ukrstat.gov.ua 
[2] the same 



171 
 

The analysis of the commodity structure of Ukraine's exports suggests that 
the export of agricultural products has one of the largest shares (22.37%) in 
Ukrainian trade and it ranks second place after non-precious metals and their 
products (23.05 %). Thus, the agrarian sector has become a stable source of 
foreign exchange earnings and makes a significant contribution to the 
development of foreign economic activity of the country and maintenance of the 
foreign trade balance of the state. However, the main problem of domestic 
agrarian exports remains its dominant raw material orientation, which is known 
to be products with low added value. Thus, in the 2016-2018 years, 75% of the 
vegetable products exported, were crops.   

Under such conditions, the importance of exporting cereal products, and in 
the first place flour mill products, is increasing. 

It should be noted that the flour mill industry has become export-oriented 
only since 2007. The export of flour took place in small amounts (20-30 
thousand tons) by this time. The introduction of grain export quotas by the 
government was the impulse for the development of export trade. 

Active export of flour continued in the following 2008 year and amounted to 
226 thousand tons per year.  It is possible to determine a number of reasons for 
the growth of exports during this period according to the results of the analysis: 

-  wheat crop failure in the main exporting countries, which led to a 
significant reduction in the price of flour in the domestic market compared with 
its price in foreign markets;  

- the collapse of the national currency against the dollar, which is a favorable 
factor for exports due to the attractiveness of prices. 

There was a noticeable reduction in the export of flour to 120 thousand tons 
in 2009, and to 86 thousand tons in the following year, because of the decline in 
world demand, which was influenced by low prices for food wheat. Under such 
conditions it was more profitable to purchase grain than to import flour. In 
recent years, flour exports have grown again (Fig. 3): it reached the level of 
2007-08 years in 2013, and it reached 443 thousand tons in 2017. 

We conducted an expert evaluation of the attractiveness of the "Export of 
Flour" activity's direction, using the technique of I. Ansoff, which takes into 
account a number of factors that characterize its prospects for profitability and 
growth[3]. Let's consider each of these factors for the market flour exports. 

The growth rate of the flour export market. The results of our analysis allow 
us to assert that the export of agrarian products in the world market is 
increasing. In the general structure of world exports of agrarian products, grain 
crops occupy the eighth position. According to the FAO, the world market of 
flour is quite large: it is estimated at 14 million tons or 4.6 billion USD[4]. 

 

                                         
[3] Ansoff H. Igor (1989) Strategic Management, 519 p. 
[4] Official website of the Food and Agriculture Organization, available at: http: //www.fao.org 
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Dynamics of flour's export from Ukraine (Source: compiled by the authors 

according to the data of the State Statistics Service[5]) - Figure 3. 
 

An analysis of the dynamics of agricultural products' world exports with the 
highest specific weight makes it possible to argue that flour exports are growing 
with a rather high speed. For five years its exports increased by 34.1 billion 
USD. According to this indicator, the market of flour took the fifth position 
after fruits and vegetables, nuts, alcoholic beverages and fish. 

Consequently, the growth rate of the market can be defined as high. 
Growth of the consumers' number. It can be assumed that the number of 

consumers in the world market will increase due to the constant growth of the 
world population  

At the same time, there is a steady decline in domestic consumption due to 
population decline in our country and a decrease in demand for flour due to a 
decrease in the consumption of bread products. 

The dynamics of markets' geographic expansion. Recently, the volumes of 
flour exports and their geography have changed. In recent years, Ukraine has 
entered the markets of Asia: China, the DPRK and South Korea. Asia's markets 
accounted for about 1% of the total export of flour by our state in 2010, and the 
share of this sector exceeded 30% in 2016. Supplies are also growing in the 
direction of Africa. The introduction of a free trade area between Ukraine and 
the EU also allowed expanding the geography of supplies. More than 7 
thousand tons of flour with the total value of about $ 2 million USD was 
delivered to EU countries in 2016[6]. 

Degree of product update. Flour relates to products with strictly standardized 
quality indicators. Therefore, its updating almost doesn't happen, which allows 
manufacturers to work with stable indicators. 

                                         
[5] Official website of the State statistics service of Ukraine, available at: 
http://www.ukrstat.gov.ua 
[6] Rybchinsky R. Market of flour of Ukraine: slow progress, available at: http://ukrmillers.com 
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Degree of technology upgrade. As in every industry, flour mill industry 
technologies are changing and improving. However, such changes take place 
quite slowly in comparison with innovative industries.  

Public acceptability of products. Flour is the main raw material for the most 
mass and important in human food: for bread. The average share of flour 
consumption in the structure of the bread price is about 50% and there are no 
substitutes for it. Therefore flour is an absolutely acceptable product. 

State regulation. The regulation of flour prices is carried out on the domestic 
market, because flour is a socially significant product. As far as the foreign 
trade market for flour is concerned, effective export support hasn't yet taken 
place. It concerns the return of VAT in time, reduction of tariffs of the state 
enterprise "Ukrzaliznytsya" for the transportation of flour products to the ports. 

 Price fluctuations.  The cost of grain is approximately 70-75% in the 
structure of the production's cost of flour. Therefore, there is a high dependence 
of producers of flour-based products on the grain market situation. This is 
clearly evident by the number of dynamic fluctuations in prices for flour and 
wheat during the marketing year (Fig.4). 
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Dynamics of prices for flour and third class wheat in 2017/18 marketing 
year (compiled by the authors according to the source[7]) - Figure 4. 

 
Aggressiveness of leading competitors. The global flour market is 

characterized by tough competition. Flour from Kazakhstan, Pakistan and 
Turkey is powerful competition for Ukrainian producers. These three countries 
control more than 40% of world exports of flour. They have a constant group of 
supply regions. There are active long-term trade agreements with major 
importers. 

                                         
[7] Overview of the over-the-counter grain market for July 2017 - July 2018 (2017, 2018), Grain 
storage and processing, No.8  
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The leading positions of Turkey and Kazakhstan are provided by the state 
policy of supporting the grain-processing industry and its foreign economic 
activity. 

Turkey produces flour from Ukrainian grain. However, Turkish flour mills 
work in a special customs regime, which provides for the abolition of taxes on 
raw materials. The proximity of enterprises to ports provides low logistic costs. 
Therefore, Turkish producers of flour operate without loss even in unfavorable 
business conditions. This forms significant competitive advantages for Turkish 
flour mills in general. 

Kazakh producers also have state support. In addition, the important 
competitive advantage of their products is the production of flour from durum 
wheat and the development of a direction which is connected with production of 
enriched flour. At the same time, exports of flour from our country are 
increasing. 

Competition in the resource market. Because of our country is one of the 
leading producers of grain, competition in the resource market is insignificant. 

Expenses related to entering the market. The world market of flour also has 
certain tariff and non-tariff barriers. Flour products must meet certain 
requirements to ensure competitiveness in foreign markets. Flour abroad is sold 
with special qualitative characteristics, and must have certain certificates (ISO 
22000:2005 or ISO 9001:2008). Also, many countries import only "fortified 
flour" (enriched with vitamins and trace elements). Special equipment and 
vitamin-microelement complex with all necessary documentation is required for 
its production. Additives are purchased directly from the buyer of products, 
since there are no such suppliers in Ukraine. Consequently, access to foreign 
markets is connected with certain costs. 

Prospects for profitability (favorable and unfavorable profitability 
factors).Compared with grain exports, flour export from Ukraine is less 
profitable. However, there is an overcapacity in the industry. Therefore, foreign 
markets are attractive for domestic flour mills. So, today there are about 500 
enterprises in the industry. Flour is supplied to more than 110 enterprises in 
foreign markets, that is, more than 20% and their number is increasing. 

An evaluation of the attractiveness of the "Export of Flour" activity's 
direction was conducted on the basis of all of the above-mentioned material 
(Table 1). To sum up, we used a scale according to which the number of points 
corresponds to the degree of attractiveness[8]: 

 high attractiveness - more than 20 points; 
 moderate attractiveness - from 1 to 19 points; 
 unattractiveness - from (- 55) to 0 points. 
 

                                         
[8] Kuznetsova I.  (2015) Scientific and methodological aspects of the strategic risk management 
process; monograph, Atlanta, Odessa, 188 p. 
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Attractiveness of the activity's direction "Export of flour" (Source: 
compiled by authors) - Table 1. 

 
Factors Valuation* Brief justification of the assessment 

the growth rate of the 
relevant sector 

 
+ 5 

market growth rates are high due to the 
growth in world demand 

growth of the 
consumers' number   

+ 4 there is a tendency for a constant increase 
in the population 

the dynamics of 
markets' geographic 
expansion  

+ 3 Ukraine expands the geography of 
markets, the list of trading partners has 
expanded from 50 to 73 countries since 

2010  
degree of product 
update 

+ 4 flour refers to products with strictly 
standardized quality indicators 

degree of technology 
update 

+ 3 in comparison with innovation branches, 
changes take place slowly 

public acceptability of 
products 

+ 5 flour is the main raw material for the most 
mass and important in human food - bread 

state regulation + 1 It is absent. There is no state support also 
price fluctuations - 3 significant 
aggressiveness of 
leading competitors 

- 3 a market with tough competition and with 
state support of competitors 

competition in the 
resource market 

+ 4 low level due to a significant amount of 
grain production 

costs associated with 
entering the market 

+ 2 costs for certification, quality stability and 
vitaminization 

Total score + 25  
*Scale of evaluation: (+5) – maximum score; (-5) – minimum score. 

 
According to the results of our evaluation, we can conclude that the activity's 

direction of "Export of Flour" is attractive for the development of the flour-mill 
industry. 

The conduct of the enterprise's foreign economic activity requires solving of 
complex tasks, which are concerned with functioning and market behavior of 
the enterprise in foreign markets. First of all, such decisions relate to the 
strategy of foreign economic activity. 

The strategy of foreign economic activity is considered as a functional[9][10] 
[11]. It determines the directions of the enterprise's foreign economic activity. 

                                         
[9] Galazyuk N. (2013) Strategic planning of foreign economic activity as the basis of enterprise 
management at the present stage of development. Economic Sciences. Series "Accounting and 
finance", No.10(2), p.56-62  
[10] Kosenko S. (2011) Theoretical positions of the strategy of enterprise's foreign economic 
activity: definition and classification, Economics and Management of Mechanical Engineering: 
Problems of Theory and Practice, No.3, p. 117-128  
[11] Babiy I.  (2018) Strategic management of enterprises' foreign economic activity: theory, 
methods, practice: monograph, 343 p. 
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Proceeding from the process approach to the formation of a strategy[12], it is 
necessary to determine the main operations of this process. Analysis of 
scientific sources[13][14][15][16] allows us to determine that scientists consider the 
following stages of its formation with some variations: the study of foreign 
markets; definition of the mission and goals of foreign economic activity; 
carrying out a strategic analysis to compare the established goals of the foreign 
economic activity with the results of the environment's analysis; modeling 
options of  scenarios and studying the impact of each of them on the formulated 
alternative strategies of foreign economic activity; the choice of the most 
acceptable foreign economic strategy from the alternative. 

The exit of the enterprise into foreign economic markets is usually caused by 
certain conditions, which prompts it to go beyond the usual economic 
conditions. Therefore, in our opinion, these terms and conditions determine the 
objectives of foreign economic activity and form them at the beginning of work 
on the strategy. During its formation, it is necessary to improve the 
attractiveness of the external market, which can be done using a certain strategic 
tool. In addition, modern models of predicting fluctuations in prices for goods 
and services offered in scientific work[17] may become useful in this case. 

 The assessment of the foreign economic activity's risk is important. 
Scientists who study the risks of foreign economic activity emphasize its high 
level. However, this stage didn't find distribution in the structure of the process 
of formation of foreign economic activity's strategy. 

The risks of foreign economic activity are sufficiently investigated. The 
sources of such risks were identified in the works of I. Konovalenko[18]. T. 
Gonchar[19] identified the connections of certain risks and the main types of 

                                         
[12] Kuznetsova I. (2011) Paradigms of the process approach in management: essence and 
contradiction, Herald of Khmelnytsky National University. Economic Sciences. No.2, V.2, p. 64-
68  
[13] Galazyuk N.  (2013) Strategic planning of foreign economic activity as the basis of enterprise 
management at the present stage of development. Economic Sciences. Series "Accounting and 
finance", No.10(2), p.10  
[14] Babiy I.  (2018) Strategic management of enterprises' foreign economic activity: theory, 
methods, practice: monograph, p.82 
[15] Pergat L. (2014) The essence of strategic management of enterprise's foreign economic 
activity. Material culture issues. Economic Sciences. , No.7, p. 118 
[16] Shvets V. (2003) Fundamentals of foreign economic activity, p.139 
[17] Weslly Puchalsky and others (2018) Agribusiness time series forecasting using Wavelet 
neural networks and metaheuristic optimization: An analysis of the soybean sack price and 
perishable products demand. International Journal of Production Economics, p.174-189 
[18] Konovalenko Yu. (2013) Sources and factors of transport risk in the development of freight 
transport by road, "Galician economic bulletin", No.2, p.10-19  
[19] Gonchar T. (2010) Theoretical and methodological problems of identifying risks of foreign 
economic activity of Ukrainian metallurgical, Economist,  No.5, p. 26-30   
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activity of foreign economic activity. A.V. Siderska and V.V. Lukyanova[20] 
systematized the main groups of foreign economic risks. Methodological tools 
for identification and qualitative analysis of risks were provided by them. 
However, research is carried out in this area of knowledge mainly for industrial 
enterprises. Therefore, it would be more expedient to use the achievements of 
O.Malyutenko[21], which discuss the specifics of flour mills' strategic risks and 
to improve the list of risk factors identified by him that reflect the output to 
foreign markets. 

In our view, it is important to take into account not only the impact of 
strategic risks, when entering an external market, but also the ability of an 
enterprise to defend itself against threats. The last property is characterized by 
the potential of the enterprise's economic security. Its valuation for the grain-
processing enterprises, taking into account the specifics of their activities, is 
sufficiently developed and will be used by us in the process of elaboration of 
the foreign economic activity's strategy[22]. 

Scientific source[23] recommends using a matrix to determine the nature of 
the strategy, which allows in the same time to take into account threats and the 
potential of economic security. So far as the threats are closely related to risk, 
we propose to change this matrix to the one that takes into account the risk of 
foreign economic activity. This transformed tool will allow us to determine the 
nature of the foreign economic activity's strategy. 

Considering that the strategy is a complex of actions to achieve the foreign 
economic objectives of the enterprise, it is expedient to determine such actions 
from the greatest threats from the risks of this activity. This can be done through 
the definition of risk ranks. 

In this way, a complex of actions will be obtained to realize the goals of the 
enterprise's foreign economic activity, that is, the structure of the forming the 
strategy's process. 

The foregoing suggests the structure of the formation's process of an 
enterprise's foreign economic activity strategy (Figure 5).  

 

 
 
 
 

                                         
[20] Lukyanova V. (2015) Qualitative analysis of foreign economic risks of machine-building 
enterprises of Khmelnitsky, Bulletin of the East European University of Economics and 
Management, No.1, p. 64-71 
[21] Kuznetsova I., Malyutenko O. (2015) Scientific and methodological aspects of the strategic 
risk management process; monograph, Atlanta, Odessa, 188 p. 
[22] Kuznetsova I. (2016) Strategic management of grain receiving enterprises as the basis of food 
security of the country: monograph, 146 p. 
[23] the same 
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Conceptual model of the process of formation of the enterprise's foreign 
economic activity's strategy (Source: improved by the authors) - Figure 6.  

Conditions that determine the necessity of the 
enterprise's foreign economic activity  

Formation of the goals of the enterprise's foreign economic activity  

Estimation of attractiveness of the enterprise's foreign economic 
activity's direction 

Estimation of the risk's level of an enterprise's foreign economic activity 

Is the risk level 
acceptable? 

no 

yes  

Define the nature of the strategy of the enterprise's foreign economic activity 

Formulating a complex of actions for the realization of the foreign 
economic activity's goals 

Is the enterprise's foreign economic 
activity's direction attractive? 

no 

Is the economic security's 
potential sufficient? 

Formation of measures to increase the 
potential of economic security 

no 

yes  

Evaluating the potential of economic security 

yes  
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It consists of operations: the formation of the foreign economic activity's 
goals; estimation of attractiveness of the enterprise's foreign economic activity's 
direction; estimation of the risk's level of the enterprise's foreign economic 
activity; assessment of the economic security's potential; defining the nature of 
the strategy; forming a complex of actions for the realization of foreign 
economic activity's goals.  

Thus, we proposed the structure of the process of forming of the enterprise's 
foreign economic activity's strategy, which differs from another ones by taking 
into account need to formulate a complex of actions for the realization of the 
foreign economic activity's goals, as well as taking into account the extremely 
risky character of this activity and the ability of the company to protect itself 
from threats by assessing its potential for economic security. 

 
Conclusions and perspectives of further developments 

  
According to the results of the elaboration, the following conclusions are 

made: 
1. The agrarian sector is a stable source of foreign exchange earnings and 

makes a significant contribution to the development of country's foreign 
economic activity and maintenance of the state's foreign trade balance.  The 
importance of export of grain processing product is growing in modern 
conditions. 

2. Using the expert evaluation of I. Ansoff's method, the attractiveness of 
the activity's direction "Export of flour" has been proved by a number of factors 
that characterize its prospects of profitability and growth. The importance of 
inclusion into the process of foreign economic activity’s strategy's formation of 
operations of assessing the risk’s level of enterprise’s foreign economic activity 
and estimating the potential of economic security is substantiated.  

3. The obtained scientific result has the novelty of improving the 
procedure for forming a strategy of foreign economic activity, which differs 
from the existing by taking into account of the extremely risky character of this 
activity and the company's ability to protect itself from threats by assessing its 
potential of economic security. This provides the opportunity to form a complex 
of actions for the realization of the foreign economic activity's goals. 

Further research will be directed to the formation of technology for 
assessing the risk of foreign trade activities of flour mills. 
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