Doing Business in Ukraine


Market research is much more straightforward in most other regions of the world.  Eastern Europe and especially Ukraine presents difficult and unique challenges.  Initial words and appearances are deceiving, so one has to dig underneath the surface.  Here, research involves networks of information sources.  Cooperation with management, suppliers, competitors, and local and Western organizations is essential to a thorough information base.  The most important thing to remember is to be creative.  The easy answers have already been found.  A system is necessary to complete thorough research.    


The first step should be to contact Western organizations and local market research firms that collect information on the Ukrainian industries.  Groups such as the American Chamber of Commerce, news agencies such as Eastern Economist and Reuters, and Western aid organizations (USAID, TACIS) have large resources and gather information from the entire country as part of their normal operations.  Questions such as the growth rate of the industry, number of competitors, total production volume and expected percentage growth can be answered.  In fact, FBW, Ltd rates industries by their future potential and expected growth.  Ukrainian market research firms do exist and produce quarterly reports on certain industry segments.  Often, these research firms have access to information not publicly available through their contacts in various companies around the country.  This information is generally reliable and provides a background for further investigation.


Institutes specialize in certain industries.  In Soviet times, they were R&D centers and collected information on their specialty.  Examples of these are the Institute of Metallurgy, Heavy Industry, and Electronics.  Production volumes, the number of firms in the sector, and even specialized information on companies is available and more reliable than the Ministry of Statistics.  Institutes acted a collection center for information and received better data than the ministries.  


With this background, one can evaluate individual companies.  Meet with management of the companies first to hear their story.  Before the meeting, I would find someone who could act as a reference for me and give me credibility with the people I am going to see.  I would request to see all equipment and machinery on site to prove what they say is true.  One has to value the machinery at its historical value and realize what investment is truly needed to modernize the company.  Management often exaggerates the amount necessary to upgrade operations.  


It is always good to build a relationship with the accountant and secretary, since they can provide information that would not be given otherwise.  Financial information is not very detailed here and is difficult to interpret because of the different accounting systems.  By knowing the accountant, one can get access to the true numbers not given by management.  It is also necessary to find who has power, not necessarily those with titles or official positions.  For example, a conflict arose in our plant in Khmelnitsky due to the interference of one of the older production workers.  Everyone listened to her advice, even though she had no formal power.  After convincing her of our ideas, she then agreed and the situation was resolved.  The same situation could arise with information when a particular person decides that I should not have access to data.  


I would also talk to suppliers and competitors because of their daily interaction with the company.  Does the company pay its suppliers on time?  How do they keep their inventory?  Do they often need rush deliveries?  Competitors can explain how the company reacts to market trends, sells its goods, where it sells, and the weaknesses of the company as they see them.  By evaluating what you hear from the company itself and its competitors, I can start to realize the truth about an individual company.


This methodology is most effective when one cross-references his information.  No source is completely correct.  A bias, either positive or negative exists in the figures.  Information gathering in Ukraine takes a lot of motivation and energy.  Traditional sources are not always effective and may not provide the exact data necessary, so one has to be creative in evaluating the market size and piece together the puzzle.  

