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Ahbstract

Economic researches i the area of integrated interrelations between mdustrial companies are particularly topical
under conditions of globalzation. The goal of this scientific research is to mvestigate the essence of integrated
process with the participation of economic entities of the fuel and energy complex. In order to achieve the goal,
the essence of mdustrial integration under current conditions was determined; its role in the development of
integrated industrial structures of the fuel and energy complex of economy was defmed; elements of the process
of industrial mtegration on the basis of innovations and manufacture modernization were classified. In order to
extend the research, special literature stating approaches to efficient management in the area of business
combination is reviewed. Terms and conditions of establishing and conducting business in the country are
characterized as the basis for integration processes. Integration of companies on the basis of merger and
acquisition (M&A abbreviation) transactions is regarded as a special financial and economic tool. Measures on
internal integration of manufacturing complexes on the hasis of modernization and innovations are offered.

Keywords: industrial economy, economic mtegration, industrial integration, diversification, Innovations,
taxation

1. Introduction

The globalization of the world economy is related to integration processes that are revealed through the
consolidation of the role of wansnational companies, growth of mvestment activity of state and private
companies by implementing transactions with the participation in partners’ capital and without it.

Table 1. Dynamics of indicators of macroeconomic development of the Russian Federation and the Republic of
Kazakhstan (in % as to the previous period)

Indicator 2007 2008 2009 2010 2011 2012 2013 2014
Grross domestic product (GDP)

Russia 1085 1052 922 45 143 1034 1013 10046
Kazakhstan 1089 1033 1012 1073 1075 1050 1060 1041
Industrial production

Russia 1068 1006  HO3 07.3 105 1034 1004 1017
Kazakhstan 105 102 103 110 1035 1005 1025 1002
Capital investments

Russia 1238 1095 EBAS 1063 1108 1068 998 97.5
Kazakhstan 114 105 103 97 1z4 104 065 1039

Motes: according to the resources (Industrial production in January-December 2014, 2015, Open Resource of the
Federal State Statistics Service of the Russian Federation), (Industry in January-December 2014, 2015, Open
Resource of the Statistics Service of the Ministry of National Economy of the Republic of Kazakhstan).
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Industrial economics and s modernization are also based on the integration that is a combination of
technological processes of the manufacture participants. Stable development of the national econeiny s based on
efficient functioning of integrated companies that unite all technological processes of the manufacture
participants in a single chain. Omeanizational and economic approaches W indostrial integration are constantly
improved, among other things by means of the current challenges of the business environment.

Following the dvnamics of changing volumes of mdustrial production in Bussia and Kazakhstan, it s possible o
make a conclusion that in 2004 gross domestic product in the specified couniries changed upwards as o the
previous vear { Table 1), The growth of the Russian econoimy was 0.6% and that of Kazakhstan - 4. 1%, Voluimes
of industrial production in Bussia went up by 1.7%, and 0.2% in Kazakhstan, Financial risks on foreign
companies” capilal investment increased. Therefore, the volume of investments in original capital of the Bussian
economy decreased by 2.5% as compared 1o 2003,

Acconling w the report of the World Bank “Doing Business 20157, it is noted that Kazakhstan is on the 77%
position (Doing Business 2015 Rank), and Russian is on the 62" position (World Bank Group, 2015) among 189
countries | Table 2).

Table 2. General charactenstics of the terms and conditions of faming corporate relations in the Russian
Economy (according o the “Doing Business™ rank of the World Bank)

Doing Business 2014: Understanding  Doing Business
Estimation criteria Regulations for Small and  2015: Going Beyond  Mote
Medium-Size Enterprises Efficiency
DB RANK i a2 P‘r.ws.rll.'-'r:: fendency, improvement by
2 positions
y ) Megative tendency, worsening of
Paying Taxes 45 449 the position by 1 point
Total @x mte (M 0.7 44 Megative factor: higher than the rate
prafit) e - in Europe and Central Asia {3499
Starting a Business 5% 14 P‘ns.rln‘_c. fendency, improvement by
24 positions
Megative factor: higher than the
Time {days) 15 13 term in Europe and Central Asia
{121 days)
Proteciing Minoriy a7 100 Megative tendency, worsening by 3
Investors positions
Strength of minority Positive factor; lower than the
investor  protection 4.7 5l investors  protection  index  in

index

Europe and Central Asia{5.9)

Motes: according o the resources (Doing Business 2005 Going Bevond Efficiency, 2015), (Doing Business
2004 Understanding Regulations for Small and Medinm-5ize Entemprises, 2014).

The fuel and energy complex largely represents the Russian economy. Al the present time the Russian oil mining
sector produces approximately 1096 of the total volume of primary energy resources that is about 12% of the
world oil mining and 20% of natural gas extraction. A significant number of Russian companies consume
European technologies and special equipment. However, the introduction of limits for providing orders in this
area enhanced negative tendencies in increasing the deterioration of fixed assets. Along with the specified
problem, there s a problem of global scale related to the decrease n budget of companies that work in the oil
and gas industry. It includes the reduc tion of prices for energy products. This process was caused by a number of
factors of the external enviromment:

- Firstly, prices for oil and gas &1 according to the law of supply and demand: slowdown in global economic
erowth had an impact on enerey consumption runoeff, and reduction of demand cavsed @ll of prices,

- Secondly, availability of reserve stock with primary consumers for energy resources allows to use them within
the planned period for performing operational activity,
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- Thirdly, the appearance of new generation technologies on mineral production increased the production that
raised the supply under conditions of the demand fall, supporting the tendency of reduction of prices for encrzmy
TeSUTO0S.

Indusirial smsociations of the fuel and energy complex (hereinafier refermed o as the FEC) are based on the field
indusirial sructures. Changes in the external environment predetermine the necessity to develop an innovation
integrated model of industrial relations betwoon enterprises. That's why it bocomes urgent to research the cumrent
state and specificity of cconomic relations between enterprises of the oil industry and branches relaked to it
Undier cument conditions there is a necessity to diversify iniegraied industrial strucures that implicaies
mdemization of production and economy as a basis for transfering production o higher levels by tuming out
products with high added value.

2, Methods

It is poasible to overcome structural deformation and increase in innovation activity of industrial companies by
restructuring business including merger and acquisition transactions (M&A) and applying forns of international
onoperation without direct partic ipation in the capital (Non-Equity Modes of International Production).

Hemee, the goal of this research i o reveal the essence of economic entities” inkegration and adapt the gained
international experience tothe Russian economy. Task s which solutions are a basis of the rescarch, and scientific
methods of enguiry can be defined as follows (Figure 1). The methodolegy of this enquiry & a combination of
methods and practices of the scientific knowledge applied for rescarching integration process and forming
integrated industrial structunes.

{eeald of ihe research study:

T e vien | s e ¢ ol e g om pee: osses wilt b dhe pa i ipan o of economic antities of
e ] amd e gy coenplen: aned adaps e re omal experenee 5o @b pationa | ecosonmy

‘Tasks of the reseaneh study:

= o mven] g of el imtegmtion, ifs ol e im de devel opment of iesgraned § nderial smeoees,

= 0 characierize e stome of egmon proseses i bronebes of the feel md enorgy comples of econommy,

= 10 climwsi v elemont s of the s mial e gmtion process on e basis of oo tions o nd peode: tion. modernirmon.

v

Ways amdl meihed s of the reseaneh siudy:
- maltysts of stmistical oo tion,
= birorical moalysis of e e g on pace e s devel opment,

= bysts o sy e v e v iy e ol s fuimeg, femdlemed o of s e gtion paroc e devel opanen

= ooy il s oribimg siemilanities of o omal and fomigs process of fomieg e gmed mdesrial 5

= oo i ve 0 syseem amal v wiik b k o e o i W OO RRER,

Stages of the research sindy:

1 Rowen limgg, 1 e esmemoe of i mdesirial imte gm tiom and medh of its impl ol

T v e gmtion peceesses in bmmckes of g fieel md enorgy comples ws basic brome bes of g s m eonmom
3 Dreve boping, re oo s tioss om Opt Mg d imdestmial o bursis o f s tiom s o prociect o mode s mton.

Figure 1. Structural and logical scheme of the research sudy

3. Resulis
34 Exsence of Indisiriad fifegration, fis Rode in the Developmens of Iiregrated Srdusredal Siaee nves

Researches of famous scientists have a significant rok in the development of an efficient strategy of the business
development by means of integration. In panticular, American scientists reveal the essence of merger and

2



WwWnLCHeneLare a5 Asian Social Science Val. 11, Ma. 19: 2015

acquisition a5 an cconomic category (Brealey & Myers, 2004, pp. 918926). Along with that, statistics of
American M&A market detected during W-ies of the previous century is o f pro fessional interest.

Consolidation based on merger and acquisition can be regarded from the perspective of strakegic management
defining the interrelation between the stmiegy, market stategy and tochnologics as key faciors of the M&A
process (Dahmen & Andreas, 2000, pp. 5-7).

The detection of tendencies and ways to assess value, make payments, motivate sellers and buyers has a special
place in researching mergers and acquisitions. Rescarches cxplain the “sirategic synergism™ term, assess
objective and subjective factors of forecasting merger and acquisition synergy {Evans, Frank, Bishop, & David,
2001, p. 288; Mellen, 20040, pp. 234-276).

The rmeality shows that the Russian ccomomy has a primary focus where inegrated complexes prevail in
extmactive industries of coonomy. As a mle, inlegrated cconomic entitics unile several stages from extracting
feedstock o selling ready products. YWale, in other words, added valwe, should be added for the enferprise to
cificiently operate at the specific stage.

The *value chain™ term was introdwced by Michael Eugenc Porter, a researcher in the area of hargaining strength
of entemprises, industrial complexes, clusters and states. According to his scientific views, the chain of the vale
creation can be defined from two perspectives: firstly, as a formation of the added value, sccondly, from the
perspective of its re-allocation between members who manufactune the final prodwct. The management subject
that iz often refemed to “expenses centers™ (management apparatus, economic planning and legal depanments,
ctc.) have a special mole in forming the value chain. It is possible fo achieve the reguired effect on recciving the
added value with the aid of the production diversification. It is the management subject that has a competitive
advantage on the swecess of mechanisms related to implementing the stmiegy of inmegrated structures
development. {Porter & Teisherg, 2006, pp. 25-117).

The waorld experience accrued in the anca of indusirial ohjects integration shows that complexes often define the
structure of regional development using cconomic concentration and grow th of workforee productivity as factors
of industrial growth (Drucker & Feser, 20012, pp. 1-14). The scale ecomomy while integrating economic entities
allows to considerably decrcase enterprises cupenses, open borders for cupont and inflow of direct forcign
investments, and form space structures of optimal industrial allocation (Xi & Kenneth, 2011, pp. 54-68).

Special area of integrated industrial companies functioning is related to forming strategic alliances. According to
the experience, strategy of management in alliances must unite parners” inierests in the context of the following
factors (Chen & Huang, 2014, pp. 1-2):

- External growth of the fimg;
- Giencral areas of activity;
- State of material and intangible property.

Umnder the conditions of the financial crisis, efficient organization on the level of integrated complexes is based
on the added value rate. It hocame a characteristic feature of the operational and marketing processes of large
companies from developing countrics which manks were joined by transnational companics of China, Brazil,
India, and Malaysia. Industrial development of integrated companies from these countries is hased on innovation
breakthrowgh, According to researches, technologics kave the main role in forming an efficient industrial policy
by interknitting innovation systems on the level of states through global transnational comporations in a single
chain. Herewith, it is necessary o combine technological development and inmoy ations (Franco et al., 201 1, pp.
12491 260},

Formation of integrated industrial structures is related to investments. Economics of the industrial integration is
regarded as an area of investment activity. Herewith, the integration acconding to the merzer type when the target
company bocomes a part of the acguirng company and integration according io the acguisition type are
distinctly separated (Damodaran, 2002). The last integration variant stipulates a tender offer about purchasing
shares {or unfriendly takeover); provided that the merged company can function till there are sharcholders who
refuse from the tender.

Specialists who are involved in problems of assessing stable development and investment attraction get an
opporumity to research industry practices of transactions on business integration with the aid o f methodology of
ME A transactions assessment. [t & important to mention that the methodology depends on the company profit
and prices for its shanes { Fridolfsson & Stennck, 2005, pp. 10E3-1104).
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Economic concentration is urgent in the process of forming industrial structures. It is regarded as the acquisition
of shares (shares of participation in the capital) and reorganization in the form of merger and acquisition of the
market subjects that hold dominant position on the specific product market and other variants of monopoly
display. In this case the formation of integrated industrial structures must be legally reasoned within the
imternational law (Gomtsian, 2010, pp. 64-97). In comnection with the fact that the geography of Russian
industrial associations expands to new markets including eastwards, the research of economic and legal basis of
integrated industrial structures functioning has one of the primal roles.

Approaches to classifying types of integration kindle interest. In particular, it is possible to map back industrial
integration with business processes of integration process members (Galpin, Timoti, & Herndon, 2014, p. 480):

- Full integration when all types of activity and business processes of the company that merges and the one that
is merged are united,

- Moderate integration when specific key business processes or industrial functions are united, but the
operational activity of the merged company remains autonomaous,

- Minimal mtegration that means that specific functions of management and control are combined within the
parent company,

Russian economists research peculiarities of business entities’ association on the basis of industrial and financial
capital {Endovitsky & Soboleva, 2013, p. 438). Some researchers single out peculiarities of forming models of
conducting nosiness i the USA, Europe, Japan (Tsvetkov & Visloguzov, 2005, pp. #-16). The American model
is made on the principle of “strict differentiation of financial and industrial sectors of economy ). On the contrary,
the German model of integration includes “flexible formations™ which flexibility in a greater degree is secured
by banks that influence merger and acquisition of separate companies. According to the Japanese approach, the
reasomability of organizing the production process on the hasis of cartel agreement arises when a specific branch
is acknowledged as “strocturally unfavorable™, and not less than two thirds of the branch companies nsist on it
In this case the enterprise closely cooperates with the government and implements the program on reducing
overcapacity.

Comparing foreign integration models with the Russian practice, it is possible to make the conclusion that at the
current stage the interrelation of economic entities can be referred to flexible structures, but the influence of
banks on the process of business reorganization is not as prominent as n Furope. Most of all it is imited only to
financing specific M&A transactions. Herewith, taking into account changes in the external environment, the
necessity to enhance the interrelation of manufacturing enterprises and the state arises.

3.2 Analvsis of Integration Processes in Branches of the Fuel and Energy Complex of Econamy

Monitoring the dynamics of the fuel and energy complex start-up, one can see that the majority of large Russian
industrial complexes were formed during the Soviet period. Many economic entities underwent the
recrganization process during the independence rollout. It is the period of 1991-2001 when the peak value of
newly established enterprises was observed, and during the subsequent five yvears current complexes went on

being restructured, new enterprises of manufacturing industry focused around mineral resources sectors were
established (Table 3).

Recently new enterprises have been established due to discovering deposits, setting up joint ventures on the
territory of neighboring countries within interstate integrated partnerships.

FEC and chemistry corganizations are integrated both inside the branches of its group and with enterprises
functioning in a single technological chain. Oil-producing, cil-refining, petrochemical and chemical industrial
complexes can be considered as integrated structures of such type. The basic share of large business in these
sectors of economy is presented by joint stock companies with a chain of branches, subsidiaries and affiliates.

Fine largest Russian oil-producing companies include companies established as open joint stock companies
{hereinafter referred to as QOJSC): OJSC “0il Company Rosneft”, QJSC “0OIL COMPANY LUKOIL", QJSC

“Surgutneftegas”™, OJSC “Gazprom Neft”, OJSC “TATNEFT". The assessment of oil extraction comes down to
the mdicator of 326 ml. tons oil by the end of 2014. The probability to maintam the volumes on the achieved
level in the nearest three years is high. However, some factors of external macroeconomic environment can have
anegative impact, in particular:

= Reduction of prices (or demand) for oil and gas that will inevitably lead to the deficit of the companies’ budget,
and, finally, income as tax levies and payments,
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- Long-term effect from sectoral sanctions for supplying new technologies and commeodities of intended use for
oil and gas industry that will negatively influence material support of the current production in the short-term
period and can significantly increase in the expenses for implementing large investment projects,

- Financial barriers related to operating Russian enterprises of the oil and gas industry that can cause problems
on credit resources security for developing the productive work and related industries that are of interest not only
for representatives of large business by also small and medium-sized entrepreneurship.

Table 3. Allocation of Russian enterprises as for types of economic activity (according to the establishment date
in 2013}, number of enterprises

Including according to years of establishing the enterprise asset complex

Tyne of Total

}'].1.1.1 number of 1960

Bty emrises 200 1961-1980 1981-1990 19912000 2001-2005 2006 2007 2008 2009 2010 2011 2012 2013

befiore

Total in Russia 92,242 9054 5615 LELT 21320 21571 5541 5222 4 483011 4,055 4,041 3 463 | 882
Extrctionof . i1 19 18 245 253 s4 6l S0 28 35 31 28 1S
fossil foels
Coal, brown
coaland = M 15 f 46 79 6 11l 9 & 13 14 11 5
lignum fossil
extraction
Cmde and
natural gas
production; . 7 0m 12 198 173 48 40 41 19 22 17 1710
providing
services in
these areas
Manufacturing | coae 3401 1270 384 3697 300 B8l 652 540 557 518 S3IE 170 287
activites
Cokeandoil | M 8 3 30 21 6 4 3 2 3 5 &5 |
industry
Chemical 763 144 50 g 111 134 o I v R 5 S T R - S T N T -
industry
Manufacture
ofrubberand 7 25 12 174 214 47 42 4 W 27 33 12 19
plastic
products

Motes: according to the resources (Allocation of Organizations according to the Establishment Date in 2013 in
the Russian Federation as for Types of Economic Activity (2013). Open Resource of the Federal State Statistics
Service of the Russian Federation).

For the Russian economy applying gas as a motor-fuel s one of the focus areas of the oil-refining and
petrochemical industry development. Along with alternative wvariants of uwsing products associated with
hydrocarbon production in the national economy, industrial companies have got a task to manufacture products
with high added value and innovation characteristics.

The assessment of the dynamics of innovation goods and services production showed that during last four vears
the growth of volumes of ready products manufacture was observed in extraction of minerals including the oil
and gas industry and manufacturing industries associated with it. In 2013 the share of the innovation products,
goods (services) in minerals extraction was 6 % of all products. The tendency to its decrease in 2012-2013 as to
2011 is an impulse for the activation of the mnovation activity in mineral mining branches of economy ( Table 4).

The share of innovation goods, works (services) in manufacturing industries exceeds the share in mineral mining
branches making 11.537% of the total volume of products in 2013, The relative weight of mnovation chemical
products and the conversion following in including the manufacture of products of rubber and plastic is less than
10%y; herewith, the dynamics of decrease is obvious as to the previous year.
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Table 4. Share of innovation goods according to types of economic activity in Russia for the period of 2010-2013

WVolume of forwarded goods of proper production, performed works, and rendered services by own efforts

Type of industrial including share of innovation goods,

L. Total, ml. RUB . .

activity works, services, ¥
2010 2011 2012 2013 2010 2011 2012 2013

Extraction of minerals 5,569,989 5 7.702,395.5 8.,006,699.5 8,654.604.7 2.72 6.71 6.53 6.05
;\:;T“fm“""g CCOL 147333632 19,132,991.7  20,516455.4 217638469 672 684  9.62 11.57
including:
- chemical industry 1,098,549.7  1,541,860.6 16438317  1,6799982 1149  10.17  10.04 958
- manufacture ofrubber 0 5 o 405.020.0 428.640.0 436,154.8 652 784 1041 924
and plastic products
- production of
machinery and 723.721.1 994,573.2 1,0315613  1,1054230 653 5.87 6.04 6.22
equipment

Notes: drew up and calculated according to the resource (Technological Development of Economy Branches.
Volume of Innovation Goods, Works, Services (2015). Open Resource of the Federal State Statistics Service of
the Russian Federation).

Assessing the state of technical and technological equipping of operating structures of the Russian FEC, it is
possible to mention the fact that a significant share of fixed assets including equipment has a high level of wear
and tear (Figure 2). The average value of fixed assets wear and tear for all industries is 48.2% while the wear and
tear at the enterprises related to extracting minerals achieved the level of 53.2% by the end of 2013 (Fixed Assets,
2015. Open Resource of the Federal State Statistics Service of the Russian Federation).

E LK EE R 2O

|nl.\'i\:|m'nu.'\‘. B Ewvaction of avaceals EWaraficning indaaeies  ElPwdection and alkication af e ae gy and wiser I

Figure 2. Dynamics of changing the level of wear and tear of fixed assets according to industrial branches in
Russia, in per cents (according to the resource: Fixed Assets, 2015. Open Resource of the Federal State Statistics
Service of the Russian Federation)

Many Russian companies consume European technologies and special equipment; however introduction of
limits for securing orders in this direction enhanced already negative tendencies in increasing the wear and tear
of fixed assets. Russian manufacturing enterprises implement all operational process of the world economy in
their areas. The basic precondition of the manufacture diversification consists in the difference of the correlation
of technological processes from extracting raw materials to working and manufacturing products of a higher
class as to the world indicators.

The analysis of the business integration of the world leaders of the fuel and gas industry such as Exxon Mobil
Corporation, Chevron Corporation, BP p.l.c., Royal Dutch Shell ple.com, Petroleo Brasileiro S. A. - Petrobras,
ConocoPhillips Company, TOTAL S. A., Statoil ASA, PetroChina Company Limited, Eni 8. P. A. showed the

following:
- Firstly, to a greater or lesser degree all corporations depend on the oil price fluctuations,

- Secondly, all corporations function as large integrated complexes,
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- Thirdly, they have up and nmning production and economic relations with small and medium-sized enterprises
that have mnovation basis and are in a single production and technological and sale chain almost in all directions
of the vertical and horizontal integmation.

It goes without saying that economy modemization requines financial investments for research and technological
development {hereinafter refemed to as KTD), which volumes are defined by the scale of production. Statistics
show that such expenses also vary depending on capitalization and level of development of companies
themselves (Table 5).

Table 5. Volumes of financing RTIY in large companies for the period of 2008-2012

Finaneing RTD aceording to vears, ml, LISD Sham of RTD in net profit accoating to

Com pany years, T

WOE 2P 2000 2011 W2 O M9 2000 2001 2012
Exon Mobil
(oovon Mob BATO0 105000 101200 104400 104200 187 545 332 254 232
BP ple S0500  SETO0  TROO0 63600 67400 281 354 20907 248 599
E‘:ﬁ’" Duch Shell 23000 112500 101900 112500 131400 468 899 506 364 653
TOTAL S A. 114526 97886 113236 139971 26833 735 831  B08 819 198
EniS.pA. 32539 20030 672182 STIRET 2L 22T 380 @47 Tis4 180
Stateil ASA 155777 26865R  3A26S5 242004 48156 3397 9400 4190 1764 403
Chavron LIGOOO 134200 114700 120600 64800 488 1280 603 451 248
Corporation
ConocoPhillips 133700 118200 115500 106600 150000 818 2678 1017 85T 1780
PeimpChing L7054 283545 IA0TE2 30658 220260 (942 (876 (640 1798 1253
Company Limited
FETROBRAS 71600 L7600 315700 408400 220000 1439 1794 1874 2030 1302
OJSC “Gazprom™ 19627 23579 23015 79269 6285 286  LIE 192 271 035
Gazprom Group 1269  GIRR6  T9RD4  9RIAR 24722 250 350 243 22 103

Motes: acoording to the msource { Bushuey et al., 2014, pp. 84-85).

The data above shows that the world oil and gas companies strive o accumulate their inmovation potential,
maybe excluding two companies - Statoil ASA md PETROBRAS. Up to 2012 expenses for rescanches were not
a priority direction of allocating net profits of national o1l and gas companies. This is one of the reasons of the
current arrears in the modemization processes evolution.

33 Recommendations an Optimizing fntegrated Indusirial Stvuctures on the Basis of Inmavations and Production
Madernization

Last time integration processes obtain a peculiarity when under conditions of changes of extemal economic,
political factors, enterprises have to find new partners for bus mess conduction in order to maintain their positions
in the market niche. Added value is determined in the process of defining the value. If the value forming is
bound to a specific technological process, it is possible to apply “processing” (“process") method. The essence
of this method invalves every caleulation object to be presented by a synthesis of two conditional units: hasic
material expenses and expenses added at the specific stage of the technological process. It goes that at the
specific period of time the products brought in the specific technological conversion consists of ready products
remade for the following conversion or the distnbution center.

The goal of the production diversification for national enterprises is to transfer to the development and mastering
technologies for manufacturing products with a high added value. It will have an impact on the quality and price
of ready products. This process is justified by sevem| reasons:

- Emergence of the opportunity to transfer to the technological conversion of a high level,

- Development of integration mamufacturing relations between large industrial enterprises and small and
medinm-sized enterprises that enter a single echnological chain with system economic entities,

7
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- Necessity to develop and implement innovations that will lead to close cooperation of national manufacturers
and research centers of the country,

- Establishment of new enterprises and new workplaces that will be characterized by higher competences.

Currently a company manager has got a problem related to reallocating profits for the purpose of financing new
programs. Budgetary funds are also provided for projects that have certain state value. The target purpose of
investment expenses of the majority of FEC is based on pushing ready products closer to the world standards,
namely:

- Increase in the depth of redesigning hydrocarbon resources,

- Improvement of mining and using hydrocarbon stock,

- Formation of intellectual energy system,

- Development of future technologies of the renewable power generation,

- Yield to green thermal power of high efficiency,

- Bio power.

Synergistic effect from the integration lies ina number of advantages that can be enjoved by partners:
- Firstly. unification of approaches to business conduction in relation to basic subsidiaries,

- Secondly, optimization of operational expenses,

- Thirdly, possibility to develop up-to-date mechanisms for implementing innovation offers in large exploration
and mining projects.

It is important te note that along with non-formal ties the formation of integrated structures include purely
industrial relations. In this case it goes about industrial mutual relations when the customer and the supplier
conclude an agreement as a “result of strategic choice of the two parties; it helps to establish relations based on
the division of tasks and responsibility for their performance between the parties”™ (Miller & Ye. 2013, pp.
105-113). The results of leading specialists” researches show that closer mutual relations within the vertical
integration of industrial structures are implemented in reducing their size, curtailing unprofitable enterprises and
establishing so called virtual corporations refusing from the hierarchy management structure in favor of flexible
matrix model of the manufacture organization. Herewith, the decrease in transaction disbursements including
management expenses, losses related to adaptation in the postintegration period, expenses for searching for a
profitable partner, etc. acts as a basic source of the efficiency increase (Davidenko, 2014, pp. 11-16).

It is important to emphasize that the intensification of the integration sctivity is often related to the manufacture
modernization. It is the enterprises modernization that is affected on the technological level of the manufacturing
process, growth of petrochemical industry competitiveness adjusting its level to the world quality standards,

Private and state support of integration processes on the level of large enterprises of petrochemical industry and
innovation enterprises of small and medium-sized entrepreneurship can be offered as a basic measure to optimize
integrated industrial structures. It is the best way to foresee integration with the aid of special scientific methods
including foresight technologies. Foresight can provide the path of the integration development opening to the
integration process parameters defined before (Figure 3, Table 6.).
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Figure 3. Elements of the industrial integration process on the basis of innovations and modernization







