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INTRODUCTION


In 2000 Ukrainian ferrous metallurgy ran booming business, however it could not manage main problems of development in the new conditions. Since late decade ferrous metallurgy has orientated itself to world market, sometimes coming into conflict with needs of national economy. Past year was not the exception to the rule. Ferrous metallurgy has been one of the export-oriented branches of domestic industry. Integration of national ferrous metallurgy and world market continues.


Every second dollar, which was earned by Ukraine last year, was obtained due to Ukrainian metal (metallurgy earned nearly $8 billion). That is why metallurgical companies make up high national business. Ukrainian metallurgical companies hinted about normal working without hidden profit with normal state taxation in Ukraine last year. It is possible to expand production and be all even with its partners.
1. UKRAINIAN FERROUS METALLURGY REVIEW

1.1 Home market review


Mining and smelting branch plays a large role in national economy, industrial and export potential. Its part amounts to 22% of all the industrial production of Ukraine and nearly 63% of Ukrainian export. It employs approximately 550 thousand persons.


Today, crisis of Ukrainian ferrous metallurgy is a subject of discussion. Firstly, I want to stress in my term paper, there is not any crisis of mining and smelting branch. Volume of commodity output amounted to UAH 20,2 billions in 1998. Export of metal production gave 4,2 billions USD. All the enterprises of branch work and do not loss its potential; branch is ready to increase volume of output in any time [1, p. 70].


Crisis exists in metal-consumpting branches: building, transportation, machine- and shipbuilding and etc. In light of home market loss metallurgical works could not manage sales. Metallurgical works had to decrease volume of commodity output and to take some fixed assets out of exploitation.


Home market, in the new economic situation in Ukraine, was not ready to consume volume of commercial output and will be unready to consume it within the next few years. Therefore, huge merit of mining and smelting branch lay in fast reorientation to foreign market, not losing its potential and supporting national economy in that hard time.


Along with this situation, in spite of negative process of home market and severe competition on foreign market (as a result there is decrease of volume of commercial output, deterioration of financial state of metallurgical works), well-defined actions on restructuring of the branch were being taken in course of 1995-1999.


First of all, enterprises decreased essentially raw material consumption and energy consumption on output of products. For example, coke consumption per ton of cast iron in 1995-1999 was decreased to 6 per cent, energy consumption – to 10-15 per cent; steel consumption per one ton of rolled iron – to 33 kilogram. This is objective showing of technology level of production improvement. But, attained results on cutting down of raw material and energy consumption on output of products should be strongly maintained.


In the second place, nearly all the enterprises of the branch install new equipment, guide reconstruction and modernisation of production. For example, industrial complex in Mariupol and industrial complex in Dneprodzerjinsk put into operation machines of continuous casting. As a result, share of steel, made by continuous method, has amounted to 20 per cent. First example of high investment attraction and modernisation is Donetsk metallurgical works, where there is completion of building new powerful electric furnace steelmaking, which will work within cheap domestic scrap metal.


In mining and smelting branch operation of withdrawal surplus equipment and reduction of workforce in accordance with volume of commercial output is slowly put. In most cases large-scale enterprise in metallurgical branch is hail growth centre. As a rule social sphere costs of a town are burden on metallurgic enterprise. This has an effect on prime cost and competitiveness of commercial output.


At the beginning of 2000 Ukrainian ferrous metallurgy faced quite encouraging economic situation. Companies came out of unfavourable external market conditions. And they used amenities of so called “mining and smelting complex experiment (MSC)”, started in third quarter 1999. But the essentials of 2000 – owners and managers of metallurgical works managed to come to an agreement about branch cash flows. As a consequence, situation in the most powerful export-oriented branch was stable.


Towards the end of 2000 it was clear that continuous privatisation of metallurgical works had not modified the situation. It was only legalisation of current financial and industrial groups. Shape of vertically integrated companies was beaded. These vertically integrated companies were jointed by enterprises, which represented practically all the stages of metallurgical production: coal, ore – coke – metal – pipes. Considering incompleteness of privatisation of the branch enterprises, vertically integrated companies are still in rather unsteady (juridically) relation with them. It means commitment of state share holding to appropriate private institutions.


Till recently such appropriate private institutions had been banks – despite of high riskiness of this integration exactly for private institution. For example, some time ago there was a version in bank community that fate of bank “Slavianskiy”, liquidated in January, was caused by its aggressive position to ferrous metallurgy. As is well known, “Severniy” complex and complex in Makeevka were in sphere of interest of notorious bank “Slavianskiy” [1, p. 71].


Table 1.1 Volume of commercial output of Ukrainian ferrous metallurgy

output
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000 (tentative data)

1
2
3
4
5
6
7
8
9
10
11

iron ore, billion tons
85,5
75,7
65,5
51,5
50,7
47,5
53,37
50,6
47,8
55,6

manganese concentrate, thousand tons
6625
5819
4280
3333
3192
3066
3037
2217
1968
2713

6 per cent coke, thousand tons
28428
27225
20383
16937
15811
15100
16390
16356
12450
12862

commodity cast iron, thousand tons
36632
35350
27108
20180
17998
17800
20624
20102
15990
16310

steel, thousand tons
44995
41759
32610
24081
22309
22300
25627
24085
18840
19991

finished rolled metal, thousand tons
32823
29556
24218
16944
16597
17000
19524
17897
13520
14760

cold rolled slab, thousand tons
1985
1964
1542
1007
990
1100
1372
*
1540
1800

sheet products, thousand tons
11748
10280
7572
5553
6635
7100
8060
7149
7260
8280

ferroalloy, thousand tons
no data
1793
1341
1158
1165
1100
1040*
744,2*
1020*
1340*

pipes, thousand tons
no data
no data
no data
no data
1595
1510
1842
1519
1180
1670

*only electro-ferroalloy


Apparently, basic industrial figures had been decreased for past decade, but industrial characteristics of 1998-1999 are adequate to new economic conditions.

1.2 Foreign market review


In 1998 volume of export metal production was on the increase by 15 million tons rolled metal, in comparison 0 in 1991. There was no such rate of reorientation of metal production in the world economic history. Metallurgical works did everything in its power to bring its production to conformity with world market specifications. Nearly all the metallurgical works put into operation new fixed assets in accordance with the international standards and certificated manufacturing methods and quality of commercial output, improved marking, packing of commercial output.


At the same time, there are many unresolved problems in mining and smelting branch. Because of poor quality of Ukrainian commercial output, in most cases, which is made on outdated facilities, it is exported at 20-30 per cent below the price of modern foreign metallurgical works. It is necessary to stress, that export of commercial output at understated price was forced – because of Ukraine’s necessity to enter foreign market [2, p. 5].


Organisations and institutions of foreign-economic activity sphere, metal production business did not operate concerning prevention of antidumping investigation against Ukrainian metallurgical works. Managers of Ukrainian metallurgical works did not know tricks of international law concerning antidumping investigation. The specialists of this sphere did not opportunely work out necessary normative documents on prevention of antidumping inquiry rise.


It is necessary to underline, that introduction of exposition of export of metal production can break the conditions of a set of international agreements, in particular – Agreements about partnership and collaboration between Ukraine and EC, ratified by Supreme Rada of Ukraine. For execution of agreements mentioned above, government of Ukraine and European union of coal and steel completed an agreement. In accordance with that agreement Ukraine could not apply sanctions to contracting party on quantitative restrictions, duty, customs duties that can similarly impact export of scrap metal.

2. TENDENCIES

2.1 Development of world ferrous metallurgy


There is complicated process in world ferrous metallurgy. World market of metal was being changed under the influence of peculiarities of countries’ development, companies and process of world trade at the end of millennium. World market had been stable for previous 20 years, but now it has started to enlarge. World metal production trade had intensive pace of development, compared with aggregate demand on metal. It is explained by increase in the number of countries, which develop domestic manufacture, and foreign market entry of post-socialistic countries. There are main factors, which influenced state of world market [3, p. 30]:

· The end of confrontation of two systems resulted in radical changes of supply of different kind of metal production. Economic crisis of post-socialistic countries evoked rapid slump in national demand on metal production and increase metal production export.

· Industrialisation in south-eastern countries and Latin America contributed to ever-growing demand on metal product. Government set up a base for development of ferrous metallurgy in the new industrial countries.

· Increase in internal demand for metal production of industrial countries (USA, EC countries) also set up a base for consolidation their mining and smelting branch. Protective measures for internal market and stimulation of metallurgical works development were realised in these countries.


New high metallurgical producers entered the world market and raised its stability, reduced influence of market fluctuations of some countries. Structure of subject of market had changed. Till 1990 USA, EC, Japan had exported nearly 90 per cent of all the commercial output, and other countries (Brazil, Australia, Canada) had exported 90 per cent of all the raw materials. Nowadays, post-socialistic countries and Chine take main place.


Also, structure of world metal trade had changed. International trade flows had been represented as a rule by commercial output and raw materials till 1990. Now, intermediate trade (cast iron, metal blocks, and ingot steel) is developed.  Metallurgical companies often purchase metal production to raise effectiveness.


Changes of world metal market provoked further changes of production and technology structure of the branch. There is polarisation of two main directions of ferrous metallurgy development – orientation to macro- and micro-market, augmented by system of commercial and service organisations. Strategy of development of corporations let them go out the capacity of traditional markets. There are conditions for successful development of metallurgical works in countries of stable markets. Particularly, high-performance mini-metallurgical works are of brisk demand. New metal producers with high level of concentration of production had been created in 1990-s (South Korea, China), which were oriented to external source of raw materials and external markets. Also, mass development of mini-metallurgical works on the base of local raw materials had been provoked.


Changes of world metal market and production structure entailed technological shift within the branch. Striving for effectiveness increase with minimum investments made for refusal to create metallurgical complex of total cycle and it accelerated specialisation of metallurgical complex, rationalisation of its structure. Technological progress let rapidly develop metal production of relatively small volume with high economic characteristics. Supersaturation of world metal market with metal production of post-socialistic countries and new industrial countries affected the world price movement, was catalyst for implantation of new metal price-reducing technologies.


Increase in volume of commercial output at relatively low price makes possible to talk about cutting down expenses of metal production. Main factors of price cut were development of market of intermediate inputs (rolled briquettes, cast iron, and intermediates), which successfully replaced supply of raw materials (ore), increase in efficiency and world ore and coke price reduction. Moreover, development of using scrap metal as raw material contributed to cutting down expenses of metal production.


Functioning metallurgical works with traditional technology and newly created works with new technological base had not been rivals on world market until recently. Competition of high homogeneous companies was much more intense, than of mini-metallurgical works or metal sellers. Metallurgical works are in different market segments, specialise in definite assortment, and use different raw materials (ore-scrap metal) and energetic (coking coal- electric power- natural gas) resources.


Under the influence of change of world metal demand and efficiency of some kind of resources, metallurgy of total cycle gradually yields to mini-metallurgical works. At the heart of this process – objective need to cut great volume of homogeneous metal, rapid increase of effectiveness of electric furnace steelmaking, development of direct reduction of traditional metal technology. That is possible due to completion of process of initial industrialisation in majority of countries, decrease in steel intensity in commercial output of machine building, decrease in concentration of production and increase in product mix.


Presupposition for more radical change in metallurgy exists. Regular phase of metallurgy modernisation was completed long ago in majority of countries. This phase means continuous casting, out-of- furnace metallothermy, and microalloying. There are metallurgical works, which use different methods of metal production simultaneously. Wide range of routine practices makes presupposition for considerable changes of technological structure in the branch. Productive efficiency could be affected by the metallurgy progress (slabbing on mini-metallurgical works) or progress of related branches – power engineering, machine building in a radical way. As a result, competitive advantages of some technologies will be increased, that will make for restructure of the branch.


Minimum change should be expected in development of (big) traditional metallurgy. Metallurgical complexes take first place in the world, performing 500 million tons of 750 million tons. Geographical location of metallurgical complexes makes favourable conditions for their functioning. It is located in the countries of great metal demand, predominantly in seaports. This makes them independent of certain raw material deposit and markets. Metallurgical complexes have got stable long-term contracts with the most buyers and suppliers of raw material.

2.2 Raw material and energy problems of Ukrainian ferrous metallurgy


Active export policy for the first nine months of last year under high world price conditions restrained metallurgical companies reaction for rise in gas price (more than 70 per cent a year), coke price (more than 10 per cent a year) and electric power (30 per cent). Towards the end of year it was clear that foreign markets were not bottomless, and metallurgical companies started to call for responsible introduction of state policy concerning the level of natural monopolies.


But poor relationship between metallurgical companies and energy suppliers (natural gas industry, coal-mining industry, power industry) did not allow reconciliation the interests – government has undertaken reorganisation of fuel and energy complex from beginning of year. 


The most glaring contradiction in stable delivering of natural gas and energy was in the first half of year – representatives of some enterprises frankly claimed that duly payment for natural gas and energy did not mean rhythmic energy supply. Some wicked tongue claimed that in such way relationship between certain exporters and certain energy suppliers and natural gas dealers was to be broken. The most recent energy conflict is in reorganisation of coal-mining industry. Existing technological chains guaranteed relatively stable activity of metallurgical works in conditions of serious coke deficit, which was made up by the import. Offered by Cabmin scheme of coal-mining industry reorganisation aroused negative reaction of not only mining and smelting complex representatives but restrained discontent of State committee of industrial policy. The cause is simple – preliminary estimate was 20 per cent coke price increase thanks to conception carried out by vice-premier of fuel and energy complex. As a result, fuel and energy Ministry offered trade-off approach (most probably, coordinated variant will be set aside for putting into a box by Cabmin) [2, p. 6].


Supply of iron-ore material, after notoriously known conflict between Dnepropetrovsk and Donetsk in 1999, was fixed, though discontent of exporting metallurgical companies is sometimes outspoken.


Scandal on internal purchase of scrap metal was successfully settled last year after long violent struggle of scrap metal collectors against local consumers. Bureaucracy claims that well-known Scrap metal Act put an end to that long violent struggle of scrap metal collectors and local consumers. But I think that other cause is more realistic – increased export metal production prices let producers lavishly pay scrap metal suppliers. That is why the latter supplied readily metallurgical companies with materials – at 1,48 times more last year than the year before last, and weight of scrap metal in melted steel amounted 18,6 per cent last year.


Problem of compensation of value added tax had played its stimulating role – despite of all the opportunities given by Ukrainian economic reality, value added tax is harder to reimburse for scrap metal exporters than for commercial output producers.

2.3 Mining and smelting complex experiment


In the middle of 1999 mining and smelting complex experiment was started. It made more than fifty enterprises restructured its debts, arrears. Thanks to it, enterprises of the branch got rid of necessity to use outside circulating assets. Part of unwanted agents was decreased and scope of management was enlarged. But not only this led to financial improvement. Decreased tax burden also played its role. For example, rate of deductions to budget was 9 per cent of profit tax – and right away instead of UAH 163,7 billion losses (for the first 9 months of year 1999) the profit of UAH 4,5 billion profit was gained (for the first 9 months of year 2000). The income of UAH 6,7 billion is expected when 2001 is up [3, p. 30].


[image: image1.wmf]1,01

-1

0,82

18,3

-2

0

2

4

6

8

10

12

14

16

18

20

1

2

3

4

Cost per UAH1 of

products sold

Profitability of

products sold



Figure 2.1 Sale volumes of 65 metallurgical enterprises, which are participants of mining and smelting complex experiment, UAH thousand, 1999-2000 [5, p. 31]


It is especially important – circulating assets deficiency had been compensated to the end of last year. This let enterprises reject schemes of goods made on commission and start making investments into technological reequipment at its own expense. Meanwhile, circulating assets deficiency of the branch amounted to approximately UAH 4,7 billion at the turn of September 1999.


Distinctive feature of last year was renascence of second-order metallurgical works. These metallurgical works are considerably inferior to both mining and smelting complexes of Mariupol, because of depreciation of plant (age limit) and smaller productive capacity.
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Figure 2.2 Volumes of bills payable and accounts receivable of 65 metallurgical enterprises, which are participants of mining and smelting complex experiment, 1999 and 2001, UAH thousand [5, p. 31]
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Figure 2.3 Rate of barter of 65 metallurgical enterprises which, are participants of mining and smelting complex experiment, 1999 – 2001, percent [5, p. 31]


Privileges of experiment were to the point in accordance with movement in the foreign market. On the other hand, Ukrainian metallurgical works could not suitably compete with Russian metallurgical companies (with twice as cheaper energy resources) unless granted privileges of experiment.


As a result of running experiment and presence of vertically integrated metallurgical companies, a bit of money, given by favourable foreign market opportunities, was obtained by affiliated coke plant, coal cleaning complex and coal producers. It considerably amplified export potential of mining and smelting complexes and improved economic and social environment in Dnepropetrovsk region and Donetsk region. These are main suppliers of coke and raw material.


Unfortunately, fiscal problem, hardly solving problems in our country, is one of the great causes of export potential decrease of metallurgical works. As metallurgical works managers say, some exporting metallurgical companies have got accounts receivable of VAT compensation for 6 – 8 months. The problem of Krivorojstal mining and smelting complex was so great that it had to be solved by President of Ukraine.


If 2000-year metallurgical works accepted the situation because of favourable foreign market opportunities, this year silly fiscal policy could swallow up all the granted privileges of experiment.
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Figure 2.4 Profitability of products sold and cost per UAH1 of products sold by MSC, percent


The graph represents cost per UAH 1 of products sold and profitability of products sold for 1999 and 2000 years. Evidently, that year 2000 was more profitable for metallurgical companies. This profitability is explained as result of mining and smelting complex experiment, favourable foreign market opportunities.

2.4 Ukrainian ferrous metallurgy export trade structure


As whole, Ukrainian metallurgical companies were quite prosperous in 2000 – export in terms of value increased at 81 per cent and volume of sales on 36 per cent. In other words production increase had been entirely destined to export. Moreover, price increase in foreign markets contributed its mite to export increase in terms of value.


But last year and year 2000, the structure of export continued to deteriorate. Sales increase took place due to semi-finished products. In 1999, approximately 3 million tons of slabs at the cost of $460 million (against 2,1 million tons and $280 million in 2000) were exported. Simple calculation indicates that export prices of 1999 year were considerably higher than export prices of the year before.


Share of flat section and cast iron was decreased in Ukrainian export. The latter is not so important – this is a product with low extent of processing, – then; flat section is comparatively high-tech product. Flat section is traditionally the most important Ukrainian metallurgical export article.


Volume of hot-rolled steel sales, which is the biggest (in value terms and in monetary terms) export article of Ukraine, increased in absolute figures, but it stayed unchangeable in relative terms (it means that its part in total metallurgical export stayed the same). In year 2000, 4,8 million tons of hot-rolled steel at the cost of approximately $920 million against of 4,5 million tons at the cost of $730 million in 1999 were manufactured.


2000 year, regional structure of Ukrainian metallurgical export was considerably changed. First of all, it is worth to stress increase in supply to Commonwealth of Independent States (from 8,2 per cent to 12,1 per cent of total export). Main part of sale was to the Russian Federation and in March of 2000 year Russia instituted an investigation of allegedly dumping pipe import. There were threat of imposing duty on Ukrainian pipes at the rate of 40 per cent and it was quite real. The investigation is not stopped and it could be set a quota. According to fuller information, Russians are ready to give a share in volume terms 450 thousand tons per year, and Ukrainians wanted to have got 650 thousand tons per year. It amounts to approximately 10-month volume of export to the Russian Federation [3, p. 31].


Part of American direction was increased from 8 per cent to 11 per cent. As a result, USA launched series of antidumping investigations as for import of ferrous metallurgy products from Ukraine along with Russia and other exporting countries. In due time, analogous antidumping investigations as for import of rolled metal products from Ukraine was completed with signing of an agreement about “voluntarily” supply limitation of these products on American market. And now USA practices blackmail towards Ukrainian metallurgical complexes with threat of imposing prohibitive antidumping duty and encourages Ukraine to covenant with “voluntarily” supply limitation. By the way, in the Russian Federation some metallurgical companies rejected taking part in agreements of this kind [5, p.32].
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Diagram 2.5 Export structure of ferrous metallurgy products in 1999
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Diagram 2.6 Export structure of ferrous metallurgy products in 2000


Both diagrams show that main metal buyers for Ukraine are still countries of Asia.


Not excepting, that antidumping activity of traditional buyers of metal from Eastern and South-eastern Asia (for that region Ukrainian export accounts for 28,5 per cent) will be increased due to last year successes. In one word, each increase in export pulls inevitably antidumping investigation, because Ukraine is still supplier, which is put up with in demand splash and is categorically disregarded in moments of decreased market opportunities. And size of national metallurgical companies is obviously small for serious fight with foreign rivals. Korean Posco (26,5 million tons of steel per year) and Japan Nippon Steel (25,2 million tons of steel per year) considerably outstrips all the Ukrainian ferrous metallurgy (nearly 20 billion tons of steel per year in 2000). Moreover, nowadays all the Ukrainian ferrous metallurgy remains behind of each metallurgical company, which is a member of six greatest world metal producers [4, p. 51].

3 PROSPECTS

3.1 Ways of raising competitive capacity of production on foreign markets


Deflated global steel prices, higher domestic production costs and a stronger hryvna have squeezed the profit margins of Ukraine’s export-oriented metallurgical industry, the nation’s largest source of hard currency.

Profits for many of the country’s 12-plus steel makers, most of which boosted production by more than 10 percent fell by between 30 percent and 50 percent [6].

PRIVATE
Metallurgical works
January 2002 
% to January 2001 
% to December 2001

1
2
3
4

MMK
64,54
43,46
65,77

Yenakievo MP
33,43
58,87
95,14

“Azovstal”
305,30
87,30
88,62

Illich MP
392,70
95,83
96,56

Donetsk MP
25,04
80,05
78,65

 Kramatorsk MP
2,49
196,19
396,28

Donetsk RMP
8,36
79,34
93,80

Alchevsky MP
197,10
109,93
100,20

“Kryovorizhstal”
395,24
86,55
78,29

Dzerzhinsky
124,99
71,26
152,74

Petrovsky MP
89,30
88,15
98,78

Zaporizhstal
269,47
94,32
101,76

“Dneprospecstal”
15,40
58,78
95,06

Konstantinovsky MP
2,54
950,19
192,49

“Metalen”
127,94
78,61
96,27

“Esteel”
57,33
96,67
126,47

Nizhnedneprovsky
35,10
125,81
92,86

Total
2146,25
86,45
93,40


Table 3.1 Rolled metal, thousand tons

PRIVATE
Metallurgical works
January 2001
% to January 2000
% to December 2000

1
2
3
4

MMK
78,47
73,98
80,01

Yenakievo MP
0,37
66,55
101,93

“Azovstal”
336,00
91,90
93,20

Illich MP
456,90
93,19
99,05

Donetsk MP
72,01
98,50
122,16

 Kramatorsk MP
0,09
356,00
559,75

Donetsk RMP
241,60
115,65
98,89

Alchevsky MP
531,14
92,45
92,58

“Kryovorizhstal”
155,19
71,84
171,35

Dzerzhinsky
103,30
94,42
117,25

Petrovsky MP
311,45
90,81
104,63

1
2
3
4

Zaporizhstal
0,00
0,15
0,00

“Dneprospecstal”
28,80
69,23
106,27

Konstantinovsky MP
142,25
86,62
96,76

“Metalen”
15,12
89,86
38,30

“Esteel”
51,00
96,23
109,21

Total
2523,70
91,33
99,60


Table 3.2 Steel, thousand tons


Industry analysts and plant officials blame several factors for the downturn including a global steel glut, increased domestic energy and raw material costs, a weakened dollar and a reduction in tax privileges.


Ihor Zhyhyr, an industry analyst at Prometal, an Internet publication dedicated to the industry, said overproduction deflated steel prices internationally.


“Last year we saw some of the lowest steel prices in 10 years”, Zhyhyr said.


“Prices for steel fell a striking 30 percent after the Sept. 11 terrorist attacks in the U.S.,” said Illich Metallurgical Plant spokesperson Serhy Mahera.


“The fact that the dollar fell in value relative to the hryvna after the terrorist attacks was also a big negative for exporters,” said Illich’s Mahera.

The government’s decision last spring to increase a privileged profit tax rate for the industry from 9 percent to 15 percent also had an impact on firms’ profit picture, Zhyhyr said.

1. Though still just half of the 30 percent tax rate applied to other industries, the tax increase still made a difference, he said.

2. Illich’s Mahera could not predict whether his export-dependent steel mill would have better profit margins this year.
3. 
In general, system reconstruction of branch for the purpose of putting in order productive capacity, enterprises with internal and foreign market opportunities is planning to put into practice. There is specified withdrawal from exploitation of obsolete equipment, not-paying production and on the other hand there is organisation of production, building finish and reconstruction of metallurgical complex objects.


For raising competitive capacity of production by way of decreasing its energy- and raw material consumption, labour power and perfection of infrastructure, implementation of progressive technologies it is needed:

· In blast-furnace production: implementation of equipment and technology of the coal-dust fuel;

· In steelmaking: withdrawal from exploitation open-hearth furnace, maximum increase in using converter process and electric furnace steelmaking, implementation of equipment and technology of continuous casting;

· In rolling-mill machinery: increase in product mix, reconstruction of series of functioning rolling mills.

Taking into consideration export direction of Ukrainian ferrous metallurgy, priority programmes are protection of Ukrainian producers and exporters of metal product position in external markets by way of coordination of exporting enterprise activity. Then, settling new markets, prevention of imposing antidumping duties on national producers, prevention market supersaturation and landslide of prices on metal products on the basis of supply and demand balance are the most important measures. Also, it is necessary to change export structure with limitation of semi-finished product export (cast iron, slabs) and reorientation to export of finished commodity (pipes, hardware, sheet products, profiled iron).

CONCLUSION

4. 
Unfortunately, features of Ukrainian metallurgical export do not let expect better world place yet. And failure to overcome technological gap from main rivals had been for last years one of the causes. However, present owners of metallurgical complexes become aware of exigency of technological reequipment. Serious maintenance and reconstruction of equipment have been made, and new productive capacity had been placed in operation at “Kryovorizhstal”, “Azovstal”, “Zaporizhstal”, “MMK”, Yenakievo and Donetsk metallurgical works [5, p. 33].


The most sensible owners of metallurgical works started to realise programs of autonomous power supply.


Ukrainian metallurgical branch in contradictory state starts a New Year. On the one hand, there is great experience and financial stability, liberal tax conditions. On the other hand, there are more and more power structures, which want to milk metallurgists; technological modernisation is not completed, there is technical imperfection, the number of trade restrictions is being increased. Moreover, government bewares of hard vertically integrated companies, so game in “long” money for owners of metallurgical works is still risky.

5. 
So, having the most active support of government, mining and smelting complex could only manage to maintain physical volumes of production, and export gain, profitability and internal sales (in money terms) will be decreased. And if consequences of slump of external Market State would not be taken into account by fiscal department, physical volumes of production could be decreased. 
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