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The article focuses on the recent tendency towards a decrease in the number of fixed telephone subscribers,
which occurs every year. This is a global trend that has arisen due to the proliferation of mobile communica-
tions. One of the factors influencing the company § ability to withstand the spread of crisis processes and allows
for more or less stable activity is the development and implementation of a diversification strategy as one of
the strategic directions of development. The article deals with the possibility of diversifying telecommunication
company activity. Within the framework of the study, an economic analysis of the telecommunications compa-
ny is carried out and diversification projects are being developed that minimize the risks. On the basis of the
projects under consideration, the economic effectiveness of the proposed projects will be assessed in the future.
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Cpepa menexomynixayivinux nociye € 0OHi€l0 3 npiopumemnux 2aiysell, Kka NOKIUKAHA 3A00BONLHAMU
nompeou cnoxcugauis. J[oxio 8i0 menexoMyHIKayitiHux cucmem 3atiMae 0o 0ecamoi YacmuHy 3a2aibHo20 6d-
1106020 00X00y Kpainu. Taxum uunom, po3sumox cghepu meieKOMYHIKayitl micHo no8 S3aHull 3 eKOHOMIYHUMU
npoyecamy Kpainu i po36umox menexoMyHikayliiHoi cucmemu Modice CRpuamu po3gumxy ekoHomixu. Ockinbku
meneKoMYHIKAYiliHI MexHONoz2ii cmaiomy yce Oinbiu NOwUpeHuUMU | JOCHYRHUMY, BUHUKAE HeOOXIOHICHb 3ACMO-
CYBAHHS NEHUX MemOOi8 0Nl 3HUMCEHHA Pu3uKie OianbHocmi ma 30inbuienHs npudymkie. OOHUM i3 YUHHUKIS,
WO 6NIUBAE HA 30AMHICIb KOMNAHIT RPOMUCOAMU NOWUPEHHIO KPU306UX NPoYecie ma 0ae 3mocy 3abesneyi-
mu Oinb-MeHu CmadiivHy OLIbHICIb, € 8UpOONerHs ma peanizayis cmpamezii ougepcudixayii sk 00H020 31
cmpameziuHux Hanpamie possumxy. Taka cmpamezis 0ae 3Mo2y oxonumu 6ci HANPAMU OLLIbHOCTI NIONPUEM-
cmea i diamu max, wob 3akpinumu c80i NO3UYii y pisHUX 2any3ax ma 3abe3neuumu MiHiMi3ayito pusuxy i om-
pumanns npubymky. ¥ cmammi pos2nsnymo 4acmxy menekoMyHIiKayiiHux nociye, a came Qikcosanui 36's130K,
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axuu npedcmagnenuil I[TAT « Vkpmenexomy. Ocmanns menoenyis ceiouums npo me, wjo KilbKicmv aOOHeHmis
ixcosanozo menedonnozo 36 3Ky IMEHULYEMbCS 3 KOJUCHUM poKom. Hamu 6yno eussieno, wo ye 3a2anbHocsi-
MOBA MeHOEHYisl, KOMPY HEMONCIUBO 3YNUHUMU Yepe3 NOWUPEHHS MOOLTbHO20 36 A3KY, W0 3 KOJICHUM POKOM
npugabnioe ce binvute i Oinviue abOHeHMi8 Ma € HAO38UYAlHO 3pyyHUM. Posenanymo moxciusicms Ougep-
cughirayii OisbHOCHI MENeKOMYHIKAYIIHOT KoMnauii. B medcax docniocenns Ha nepuiomy emani nposedeHo
EKOHOMIYHULL aHAE3 meNleKoMYHIKayitinol komnanii. Ha opyeomy emani docnioocenns nposedeno SWOT-ananiz
013 ITAT «Ykpmenexomy, y pe3yromami 4020 3 ’aC08AHO, WO KLTbKICHb CUTbHUX MA CIAOKUX CHOPIH NPUOTUZHO
00HaK08a. Ane HaABHICMb PU3UKIG 3anumaemscs ucoxoro. Ilonepedni 0ocniodcenHa 0anu 3mMo2y po3podumu
npoexmu ousepcuixayii OisbHOCmi, KOmpi Maiomy MiHiMizysamu pusuku. Ha ocnosi poensiymux npoexmie
¥ nooansuiomy 6yde npogedeHo OYiHKy eKOHOMIUHOT eqheKMUBHOCMI 3aNPONOHOBAHUX NPOEKMIB.

KurouoBi ciioBa: ougepcudbixayis, pusux, ghikcosaruii 368 130K, pUHOK meleKOMyHIKayitl, npoexkm ousepcii-
irayii nionpuemcmaa, epexmugnicms, eghekmusricmo Ousepcupixayii, RPUGYMKogicmes npoexmy.

B cmamve yoeneno snumanue nocneoneti meHOEHYUY yMeHbUIEHUS KOTUYech8d aDOHEHMOo8 PUKCUPOBAH-
HOU Mmene(OHHOU C653U, KOMOPAsL UMeen Mecmo. Jmo obueMuposas meHoeHyus, KOmopas 603HUKNA U3-3d
pacnpocmpanenust MoounvHot ceazu. QOnum u3 Paxmopos, GIUAIOWUM HA CHOCOOHOCb KOMNAHUU NPOTUBO-
CMOSIMb PACHPOCMPAHEHUIO KDUSUCHBIX NPOYECCO8 U NO3GOIAIOUUM 0Decnedums bolee i Meree CabuibHyio
0essmeNbHOCb, AGTAEMCs. 8bIPAOOMKA U Peanusayus cmpameu OUSePCUPUKAYUY KAk 00HO20 U3 Cmpanie-
2UYECKUX HANpasieHull pazeumus. B cmamve paccmompena 603MONCHOCHIb OUGEPCUPUKAYULL OessmenbHOCHIU
MeNeKOMMYHUKAYUOHHOU KOMRAHUU. B pamxax uccredosanuss nposeden IKOHOMUYECKUL AHATU3 MeneKOMMY-
HUKAYUOHHOU KOMRAHUY U PA3PaOdOmansl npoekmul ousepcuurayuu 0esimersHoCmu, Komopole 00I1CHbL Mu-
HUMU3Uposamy pucki. Ha ocnose paccmompennvlx npoekmos 6 daibHeuuem 6y0em ocyuecmeiend oyeHkd

OKOHOMUYECKOU D PeKMUBHOCHIU NPEOTONCEHHBIX NPOCKMO8.
KuoueBble clioBa: ougepcugpukayus, puck, QUKCUPOSAHHAS C653b, PbIHOK MENCKOMMYHUKAYUL, NPOeKm
ousepcupurayuy npeonpusimus, 3 hexmusHocmy, P HexmusHocmy Ousepcupurayui, J0X0OHOCHb NPOEKMA.

Formulation of the problem. The current
situation in the telecommunications market
needs certain methods to reduce the risks of oper-
ations and increase profits. One of the factors
influencing the company’s ability to withstand
the spread of crisis processes and allowing for
more or less stable activity is the development
and implementation of a diversification strategy
as one of the strategic directions of develop-
ment. The strategy of diversification covers all
areas of the company’s activity and allows it to
act in such a way as to consolidate its positions
in various fields and to minimize risk and profit.

Analysis of recent research and publi-
cations. The issue of diversifying the activ-
ities of business entities was considered in
works written by foreign and domestic scien-
tists, who have considered the theoretical and
scientific and methodological foundations:
0.0. Tsogla, M.D. Korinko, Z.M. Grushak,
V.K. Bogachevskaya, G.O. Peresadko, P. Kot-
ler, S.M. Popova, L.A. Shvayka, B.A. Rayzberg,
J. Evans, and others. The authors considered the
concept and classification of enterprise diversifi-
cation, the algorithm for its implementation, fac-

tors influencing the diversification of enterprise
activities, etc. In view of the dynamic changes in
the market environment, there is the feasibility
of further practical studies on this topic.

The purpose of the article is to compare the
diversification projects regarding the activities
of PJSC “Ukrtelecom” and to assess the effec-
tiveness of these projects.

Presenting the main material. The selec-
tion and implementation of any business strat-
egy require awareness of the shortcomings and
benefits of this process. Diversification reduces
the integral corporate costs due to the multifunc-
tional use of resources. Diversification is the
most justifiable and relatively less costly way to
reduce the level of financial risk.

The strategy of diversification should be
determined, taking into account the specific
capabilities of the enterprise, its goals, and oper-
ating conditions. If we look specifically at the
diversification of activities in order to reduce the
risk, then it can be defined as a transition from a
one-sided production structure to a multi-profile
production or, in other words, an expansion of
the range of services rendered or expansion of
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production of goods, that is, the release of such
goods that were not previously characteristic of
this production.

In general, diversification is divided into
two large groups: concentric and conglomerate.
The concentration strategy of diversification is
based on the fact that new products are created
on the basis of what is already done by the enter-
prise. It does not require significant changes in
technology and production process. The con-
glomerate strategy of diversification is based
on the mastery of the production of new types
of products or services that were previously not
produced by the enterprise. This strategy is more
cumbersome and more costly than concentric. It
requires more material and technical resources
for its implementation. To implement this kind
of diversification, an enterprise must be finan-
cially stable and have a large amount of free
money and resources.

In order to decide on the diversification of
a particular company or company in the begin-
ning, it is necessary to determine its financial
status, to analyse what market share it occupies,
and to assess its internal potential.

For the development of enterprise diversifi-
cation projects, commonly used known matrix
techniques are used to assess the company’s
position: BCG matrix, SWOT analysis, GAP
analysis, SPACE, McKinsey, Thompson and
Strickland.

The number of fixed telephone subscribers
decreases each year. But it was discovered that
this is a global trend that cannot be stopped due
to the proliferation of mobile communications,
which attracts more and more subscribers every
year and is extremely convenient.

Based on this, the management of Ukrtele-
com PJSC needs to pay attention to global trends
and focus on those areas of activity that are in
high demand from consumers. PJSC “Ukrtele-
com”, as a large telecommunications company,
has, of course, its mobile operator “3Mob” but
its positions on the market are rather weak.
According to the author of the work, the mobile
communications market should become one of
the priority directions of the company’s devel-
opment. After all, the number of subscribers on

it every year only increases. This can be done
by adding new, attractive tariffs for subscribers.

In general, in the telecommunications market
of Ukraine, PJSC “Ukrtelecom” takes the 3rd
place and controls about 20% of the total num-
ber of subscribers.

The conducted SWOT analysis for
Ukrtelecom PJSC showed that the number of
strengths and weaknesses is approximately the
same (Table 1).

Business diversification projects should
achieve synergistic effects. Synergies are
called projects that increase the profitability of
each other, and the profitability growth of one
project can be based on both reducing costs and
increasing benefits.

The analysis of existing diversification
studies allows selecting a group of criteria, on
the basis of which it is possible to recommend
the most suitable directions and methods of
diversification. These include: the market share
occupied by the enterprise and the competitive
position of the company in the market.

In our opinion, besides the indicated
criteria, the choice of directions and methods
of diversification is influenced by the starting
financial condition of the enterprise. So, with
insufficient financial resources and loss-making
business, the company faces one task — to stay
afloat; with a large amount of available free
funds, the company aims to increase profits
through diversification. In the first case, an
enterprise is forced to seek diversification,
which gives it the opportunity to maximize the
full potential of existing capacity (primarily
industrial) with minimal additional investment
and a fairly high profit margin.

In the second case, the company searches
for diversification, giving it the opportunity to
invest in new areas to increase profits (including
those where the rate of return on capital is lower
than the existing, if further expansion in the
traditional sphere is limited), with barriers to
entry into the industry does not play a significant
role for the enterprise.

Determining the starting financial condition
ofthe company as a measure of financial stability,
it is recommended to use the average rate of

201



HaykoBuin nornsag: ekoHoMika Ta ynpasniHHs, Ne 2 (64), 2019

Table 1

SWOT analysis of PJSC “Ukrtelecom”

S — Strengths

W — Weaknesses

1.1. A large number of subscribers and the prospect
of expansion

1.2. Occupies a leading position in the
telecommunication market

1.3. A wide and diverse range of telecommunication
services

1.4. Great coverage area

1.5. Undisputed leader in the market of fixed
telephony

1.6. Control over the largest fibre-optic network in
Ukraine

1.7. Own network of customer service centres

2.1. A significant number of outdated communication
lines and analogue stations

2.2. Lack of orientation to the needs of the consumer
2.3. Lack of a successful and effective portfolio
strategy

2.4. Lowering the position of the company in the
telecommunications market in recent years

2.5. The constant need for innovative investments
2.6. Depreciation of fixed assets

2.7. The need to constantly provide unprofitable
services

O — Opportunities

T — Threats

3.1. Ability to purchase more modern equipment

3.2. Ability to use global communications networks
at affordable prices

3.3. Distribution of new technologies

3.4. Increasing the quality of mobile communication
3.5. Demand for improved and new services based on
the advanced information technology

3.6. Implementation of the latest technologies in the
field of mobile communication

3.7. Expansion of the sphere of activity

3.8. Further development of the Internet technologies
market

4.1. Lack of investment funds

4.2. Bad billing mechanisms

4.3. Lack of market legal regulation in the field of
telecommunication

4.4. Reducing part of the fixed-line market

4.5. Aggressive competition policy in the IT field
4.6. The emergence of new competitors on the
market, which will offer affordable services

4.7. 1t is possible to reduce the purchasing power of
the population

growth of return on capital for several periods
(Kf), which is determined by the formula:

K, =4/IK,
where n — number of periods,
K. — coefficient of growth of return on cap-

ital in the i-th period.

(M

where P, and P_, —profitability of capital in
the i-th and i-1-th periods

:qu % 100%(3)

P,

i

where YII;, — net profit received by the
enterprise in the i-th period;

BK; — the average value of equity in the i-th
period.

The enterprise is: o

— absolutely stable at K, > 1;

—stable with K, ~1 ;
— unstable at K, <1.

According to official financial statements of
PJSC “Ukrtelecom”, we calculated the indicator
of financial stability of the enterprise.

864407
_ 504907 100% =18
7 = ges1562 < [00% = 18%
K =815
12

K, =4L5=122

Since K, >1, the company is considered
absolutely stable. If the company is absolutely
stable, it can diversify in any direction and using
any methods: expansion of markets; absorption
of competitors’ enterprises; development of new
activities.

We reviewed two small projects for
diversification of activities: Project A and
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Project B. Project A was aimed at providing
services for the repair of equipment: phones,
smartphones, tablets, in the already established
subscriber service centre of PJSC “Ukrtelecom”
in Kyiv. Currently, the centres provide only
services for connecting subscribers and their
consultation, and after the implementation of
the project, it will also be possible to repair this
hardware. Project B was aimed at creating an
online store selling equipment. Like the one that
is, for example, in the company Kyivstar.

Projects can be considered as an example
of related horizontal diversification due to the
fact that they are implemented on the basis
of the existing company and involve entry
into additional competitive markets. The
implementation of Projects A and B is scheduled
for 4 months.

In order to open and operate the online store,
it will be necessary to find and rent a room, but it
is unnecessary for the service centre since it will
be opened in an existing customer service centre.
Accordingly, for each of the projects, it will be
necessary to find staff, carry out certain work,

and purchase furniture or equipment for further
work. Launching an advertising company is also
an important stage in the project activity.

It was decided that for the implementation
of Project A, 3 men will be hired in the service
centre. For Project B, 4 managers and 4 couriers
will be hired.

Graphs of project implementation are shown
in Table 2-3.

Revenues are generated from the sale of the
range of products offered on the site and depend
on the category of products offered.

The payback period of the online store
may fluctuate due to the selected product for
implementation. But with proper calculations,
good advertising, effective employee actions,
and the right business plan for creating an online
store should bring success to the company.

The economic efficiency of diversification
is estimated on the basis of results obtained in
the course of diversified activities. To assess the
effectiveness of diversification of a company, it
is necessary to analyse the financial performance
of the company.

Table 2

Schedule of Project A implementation

Stage/Duration, month

Repairs

Purchase of furniture and necessary equipment

Jul August

September October

Search and hire of staff

Staff training

Launch of an advertising company

The beginning of the service dividend

Table 3

Schedule of Project B implementation

Stage/Duration, month
Hiring specialists to create a site

Creating a site

Jul August September | October

Search for suppliers

Conclusion of contracts with suppliers

Search for a room

Conclusion of the lease agreement

Purchase and installation of furniture

Search and hire of staff to work in an online store

Launching an ad campaign

Getting Started Online Shop
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The estimated initial investment in Project

calculations, the amount of initial investment for

A is shown in Table 4. According to the ProjectAis 77,605 UAH.
Table 4
The initial investment in Project A
Equipment Costs, UAH
Computer 12000
Table 2000
2 chairs 2000
Equipment for repair
Soldering station 3850
Digital oscilloscope 3900
Digital meter 685
Vacuum tweezers 100
Antistatic bracelet 50
Antistatic brush 50
Ultrasonic bath 300
Power supply 290
Microscope 4200
A stand with lenses and clips 80
Screwdriver set 600
Stencil for rotation of taps on chips 200
Advertising
Billboard 2800
Other expenses
Room repair 20000
Postcards 500
Wages for 3 people per month 24000
Initial investment 77605

The financial results were projected for the
next three years. It has been taken into account
that there are such constant costs as advertising
costs, specialist salaries and electricity. The rent
costs will be absent as the service centre will be
located on the premises of the customer service
centre of PJSC “Ukrtelecom”.

The calculations were made taking into
account that the average repair price is about
600 UAH. The number of clients per day in
the first year — 3 men, the second year — 5,
the third — 6. The result of the calculations of
financial results for Project A is reflected in
Table 5. According to them, NPV or net present
value of the project and its payback period

were calculated. The discount rate is accepted
at 16%.

NPy, - 19212 43604 S0 e
(1-0,16) (1-0,16) (1-0,16)
TI60S s
177632,83

The payback period of Project A is less than
a year, namely about 4.3 months. NPV has a
positive value. This suggests that this project
will increase the cost of the company.

Similar calculations were made on Project
B. Initial investment in Project B is presented in
Table 6.
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Table 5
Financial results for Project A
1. Income 1 year 2 year 3 year Together in the
project
1.1. Sales revenue VAT included 648 000 1 080 000 1296 000 3024 000
1.2. VAT 129 600 216 000 259 200 604 800
1.3. Net income excluding VAT 518 400 864 000 1036 800 2419200
2. Costs
2.1. Cash flow costs 337 600 337 600 337 600 1012 800
2.2. Depreciation of fixed assets 5309 5309 5309 15926
2.3. All things 342 909 342 909 342 909 1028 726
3. Finance result of the project 175 491 521091 693 891 1390474
4. Payment on profit 31588 93 796 124 900 250 285
gkgqieﬁg?:;ial result 143 903 427295 568 991 1140 188
6. Cash Flow project 149 212 432 604 574 300 1156 115
Table 6
The initial investment in Project B
Equipment Costs, UAH
2 computers 24000
2 tables 4000
2 chairs 2000
Other expenses
Wages for 4 managers and 4 couriers 56000
Setup software support 2600
Creating and launching a site 26000
Start an advertising campaign 22000
Rent a room 18000
Hosting payment 6000
Initial investment 160600
The amount of initial investment in Project B The fixed costs included rental costs,

is 160,600 UAH.

The calculations were made considering that the
average price of the product on the site is 4000 UAH
and the yield from the unit— 14%. For the first year,
it was accepted that the number of orders per day
would be — 7, the second — 10, the third — 12.

electricity, salary for employees, and payment
for internet marketing services.

Financial results for Project B are shown in
Table 7. According to the financial results, NPV
of Project B and its payback period have been
calculated.

205



HaykoBuin nornsag: ekoHoMika Ta ynpasniHHs, Ne 2 (64), 2019

Table 7

Financial results for Project B

1. Income 1 year 2 year 3 year TOgi)t:l(fjigtl the
1.1. Sales revenue VAT included 1411200 | 2016000 | 2419200 5 846 400
1.2. VAT 282 240 403 200 483 840 1169 280
1.3. Net income excluding VAT 1 128 960 1 612 800 1935 360 4677 120
2. Costs
2.1. Cash flow costs 1048 000 1 048 000 1 048 000 3 144 000
2.2. Depreciation of fixed assets 6 000 6 000 6 000 18 000
2.3. All things 1054 000 1 054 000 1054 000 3 162 000
3. Finance result of the project 74 960 558 800 881 360 1515120
4. Payment on profit 13 493 100 584 158 645 272722
5. The financial result of the project 61 467 458 216 722 715 1242 398
6. Cash Flow project 67 467 464216 728 715 1260 398
NPV, = 67467 -+ 464216 s+ 728715 5 — 160600 = 1807096
(1-0,16) (1-0,16)" (1-0,16)
_ 160600 _ |
® 803181

The NPV value for this project is slightly
higher than that of Project A but the payback
period is almost 2 years, which is significantly
higher than that of Project A. Those projects,
in which expenditures are returned earlier, are
burdened with less risk in terms of uncertainty
of the behaviour of the external economic
environment than projects, in which expenditures
are returned in distant periods (the accuracy of
forecasts for a long period is known to decrease).

Accordingly, it can be concluded that the
effectiveness of diversification in the first project
will be greater than in the second. But in general,
both projects will be profitable in the future and
you can invest money in the creation of a centre
for repairing phones, smartphones, and tablets,
and in the creation of an online store.

Conclusions. Diversification is considered
the most reasonable and relatively less costly
way to reduce the level of financial risk. In
view of this, in the article, two projects were
proposed for diversification of activities:
provision of equipment repair services in the
already established Ukrtelecom subscribers’
service centres in Kyiv and the creation of
an online hardware store. Both projects are
effective but the project of service centre
creation was more positive due to a lower
payback period. PJSC “Ukrtelecom” can
be considered absolutely stable company
(K, >1), therefore, the company can diversify
in any direction and use any methods for
significant minimization of risks and increase
of profits.
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