HyperStealth Biotechnology Corp. is an established company, based in Canada and specializing on developing and manufacturing of camouflage fabrics, uniforms and military garments. The main feature of the company’s production policy, which is the key factor of its competitive force, is a scientific research and industrial implementation of pioneering technologies in the field of camouflage concealment and deception. The company sets up trade contacts and confidential settlements all over the world, including the supply of camouflage to USA, New Zealand, Slovakia, Afghanistan, Chile, Malaysia, Philippine, India and Jordania. HyperStealth camouflage patterns are used on more that 4,5 millions of military issued uniforms, 3 thousands of military vehicles, as well as reputed Beretta Italy and Beretta USA hunting camouflage lines.
Having analyzed the geographical allocation of potential trade partners, HyperStealth Biotechnology Corp. is considering the promises of starting subsidiary business in Eastern Europe, namely in Ukraine. Due to its geographical position, Ukraine may become a prospective key economic junction. In addition, the analysis of recent investment decisions from beyond the mentioned state allows HyperStealth Biotechnology Corp. to launch the “following” strategy of investments substantiation: Ukraine is considered to be a country of a growing investment profitability and reliability (European Truth, 2015). In addition, the involvement of Ukraine in current political situation and the increasing demand for the products of military industry on the Ukrainian market can lead to fast covering of investment and expanded prospective of setting up partnership for substantial research. Moreover, establishing a subsidiary company in Ukraine and collaboration with Ukrainian businesses may become beneficial in terms of public relations and formation of public opinion.
In order to fulfill the elementary study of Ukrainian market as a basis of following analysis of investments viability, we have made an inquiry at the Canadian Trade Commissioner Service. According to the data gained, there is no operable business advisory in Ukraine, therefore trade activities in Ukraine should be taken on one’s own risk an with a certain degree of caution. Nevertheless, there is the office of the Canadian Trade Commissioner Service located in Kyiv. Its mission is to help Canadian businesses with promoting of Canada’s economic interests and to support the efforts of Canadian companies which have selected Ukraine as a target market for their products, services or technologies (The Canadian Trade Commissioner Service, 2015).
Due to the situation of Ukraine, there are some optative restrictions on traveling to Ukraine in order to set up intramural business contacts: the journey should be undertaken only when necessary, and the utmost Eastern areas of Ukraine are not recommended to enter.

Country Report


According to the Canada’s global Markets Action Plan, Ukraine is estimated as a priority emerging market. A great deal of Canada’s international development efforts were focused on Ukraine, including the collaboration with Ukrainian government on the implementation of reforms aimed at the development of Ukraine’s economic potential. The state has a strategic importance to the political and economical stability of the region, being a significant transit route for energy sourcing, although in the recent months there have been made a number of attempts by the Russian side to set up alternative directions of energy transfer bypassing Ukraine. On the whole, Ukraine is recommended as a promising opportunity for Canadian businesses (provided proper risk assessment) who a ready to face a number of challenges in order to make a pioneering entry on the certain branches of the market (The Canadian Trade Commissioner Service, 2015).

Ukraine’s transition to a market economy continues since the state’s independence and is still uncompleted. The operations on privatization of capacities are complicated and endangered with oligarch corruption. In recent year, the new government started to incorporate new anti-corruption policies and reconstruction the systems of regulation, which had made the corruption possible. While these reforms are gaining momentum, it will be some months (or years) before widespread improvements take effect and positively impact the business environment.
During the several recent years, Ukrainian economy is facing a significant fiscal deficit, while the increase in economics appears to be slow and unsteady due to the fact that the risk level is worsening constantly. In 2014, because of the unstable political situation and security issues, the state received the supporting funds from donor countries and International Financial Institutions, which made up to 9 billion and 17 billion of dollars respectively. This program of International Monetary Fund was focused on stabilizing of Ukraine’s economics in order to withstand the current deterioration of economics and sustain its further growth. At a later date, the IMF announced an expanded supporting plan, implying the drawing of additional funds from a number of bilateral IFIs including Canada.
The current GDP per capita in Ukraine is estimated as 3,374 dollars. Provided the successful incorporation of these reforms and establishing of security in Eastern Ukraine, by 2017 GDP is expected to increase slightly. However, Ukraine is forecast to remain at the stage of transition economy for at least the following three years. The state will be obliged to adapt to the signed European Union-Ukraine Association Agreement, including the Deep and Comprehensive Free Trade Area Agreement, as well as overcome the trade obstacles with Russia, which has been Ukraine’s main business partner for decades (The Canadian Trade Commissioner Service, 2015). During the global economic recession in 2009 year, Ukraine’s GDP has contracted by 15.1 percent, and in 2014 – by 6.8 percent. According to official data sources, the reserve assets lowered to 10 billions of USD in the end of 2014, and constituted 5.6 billions of USD in February, 2015. The value of hryvnia has decreased by more than a quarter during the period between February and April of year, 2015. It is expected, that by the end of 2015 the GDP will decline by 5.5 percent. Due to the unsatisfactory fiscal dynamics, Ukraine has limited access to long-term financial support. Nevertheless, according to the report of International Monetary Fund, in long term outlook the economy of Ukraine is going to experience positive changes, growing by 2-4 percent during the period between 2016 and 2020 years (Van Overtveldt, 2015).

Concerning the trade policy issue, Ukraine has never had concept strategic documents on implementation of foreign trade policy. Current political and economic situation urgently calls upon deep analysis of Ukraine’s trade interests and elaboration of comprehensive foreign trade policy with short-term and long-term priorities. Efficient insurance of the existing spectrum of foreign trade interests is possible only under cooperation between state authorities and business (ITFC Ukraine, 2015).

The regulation system of Ukraine doesn’t envisage restrictions on import share and local content requirements. Although the share of imported goods is used for calculation of country’s products independence (for example, food independence is considered to be reached if the share of imported foods doesn’t exceed 20 percents), the mandatory control over the share of local content is viewed as contradicting international guidelines.


The legal framework of Ukraine doesn’t contain strict regulations on the pricing of imported goods. According to the law “On pricing and price formation”, which was adopted by Parliament of Ukraine in 2015, during the export and import operations with foreign subjects of economic activity the prices are formed in accordance with the prices and conditions on the world market. The goods exchange with foreign businesses is performed under international agreements. In fact, this regulation appears to be harmful for Ukrainian economy, as it is frequently used on behalf of corrupt officials (Parliament of Ukraine, 2012).

According to the law “On the international trade” activity, the export of a number of goods is prohibited in Ukraine. These include the goods, which are the objects of national, cultural or archaeological heritage; natural resources that are close to exhaustion; as well as export and import operations, which violate the laws of intellectual property or contradict any international agreements on supply of goods to certain countries. Export tariffs are provided for a range of goods of agricultural industry and metallurgical engineering. In addition, several types of export must be licensed (these include export of narcotic and psychotropic substances, optical devices, cryptographic systems and precious metals) (Parliament of Ukraine, 1991). Evidently, none of these lists is related as raw material, end product, production asset or supplement to the case we are investigating.
In 2015, Ukraine introduced 5-10% import surcharge on imported goods with the 2015 aim to stabilize balance of payments (ITFC Ukraine, 2015). The government of Ukraine is planning to abolish these additional surcharges for all groups of goods, excluding energy products and medicines, as soon as possible (IMF, 2015). However, according to the prognoses, the IMF demands which are meant to improve the current regulations in economics, will lead to further increase in industry taxes.
The import tariffs of Ukraine currently vary from 0.1 percent to 10.8 percent for different groups of goods, while the export tariffs diverge depending on the importing country. As for European Union, which is for now the largest trade partner of Ukraine, the export tariffs vary from 0.4 percent to 22 percents (International Renaissance Foundation, 2015).
The tariff quotas are applied to a number of products, the pricing of which is very sensitive with regards to economical conditions. The quotas imply a zero tax within the quota and a non-zero tax beyond the quota threshold. Ukraine provides import quotas for pork, poultry and sugar. Foreign importers provide quotas for export of some Ukrainian goods, including mostly foods and agriculture products.
The regulation of standards in Ukraine is quite a hindering factor in the state’s international trade. According to the State Committee for Technical regulation and Consumers Protection, only about 25% of national standards comply with international ones. Moreover, in a number of cases Ukrainian products don’t match with international sanitary norms. The reason is that State Standards (DSTU), which is applied within Ukraine, doesn’t correspond to international standards (International Renaissance Foundation, 2015). However, starting in January 2016, Ukraine will switch to international and European standards, which will lead to increase in quality of Ukrainian products.
According to the law “On the regime of foreign investments”, capital spending projects are approved in Ukraine. Foreign businesses are allowed to invest into movable and immovable property (such as manufacturing capacities) and to obtain proper ownership rights. However, they can’t alter the appointment of the acquired immovable property, invest inconvertible currency or buy certain types of property, such as weapons and capacity for their production. The withdrawal of charter funds from the country is allowed, too.
Direct foreign investments are not allowed in Ukraine, although they are profitable and convenient when it comes to establishing large projects as well as to transfer of innovative technologies and novice methods of management. Instead, portfolio investments are allowed, which means that the investor may own not more than 10 percents of the business funds. The rest of funds may be owned by local citizens in the form of securities.
Concerning the restrictions on currency exchange, foreign exchange earnings are to be sold on ICMU, unless they are meant for registered projects of technical support et cetera (Kostyuk, 2014). In addition, Ukraine is currently implementing international standards of financial reporting.

According to the aforementioned law “On the regime of foreign investments”, the government on Ukraine provides a number of guarantees: foreign investments are not subject to impressments; any damage or lost profit is necessarily indemnified; in the case the investment is stopped, the invested funds are returned; the earned incomes are immediately transferred to the investor. All the remaining methods of risk mitigations are to be performed by the investing company.
Ukraine’s trade agreements with Canada include Free-Trade Agreement, Foreign Investment Promotion and Protection Agreement, Convention for the Avoidance of Double Taxation and Air Transport Agreement (The Canadian Trade Commissioner Service, 2015).
Industry Report


 Most of the Ukrainian capacities of the camouflage and concealing industry (about 95 percent) are subdue to the State Concern “UkrOboronProm”. Apart from the manufacturing capacities, a design bureau, research laboratories, an experimental factory and an approbatory complex are at the Concern’s disposal. The major Ukrainian manufacturer of camouflage textiles and clothes in Ukraine is JSC “Texterno”, which is appointed as such by a government order. Thus, these two companies are actual monopolists of Ukrainian military camouflage market – of the research and manufactory sectors respectively.

On the other hand, the Ukrainian market of camouflage and concealment is quite inviting due to the government’s policy. The state is officially claimed to be interested in attracting foreign investors, who won’t offer merely supply of the product, but will base enterprises on the territory of Ukraine. According to the state program, the country is aiming to enter the top five world producers of this sector.

According to the trade agreements between Ukraine and its foreign partners, no quotas are provided for camouflage production. In the case the object of trade will be manufactured textile, without revealing the know-how, the import tax will be that of medium rate (for instance, 6.4 percent for EU countries). Otherwise the merchandise may be considered to be an intellectual property of strategic value, and there is a risk that it will be restricted for export – especially since the probation of concealing camouflage is performed under the supervision of the Ukraine’s Ministry of Defense.

The products of military camouflage industry of Ukraine undergo certification. Although the national standard for this kind of product isn’t complete and sufficient, the qualities of special purpose textiles are required to be brought into compliance with international Oeko-Tex Standard.

The history of the country’s trade in this sector is as follows. Having not developed the corresponding technological and manufactory facilities, the state used to import the given product. However, more recently the state focused on joining forces with foreign businesses for the research. Having combined efforts with Polish company “Lubawa”, State Concern “UkrOboronProm” has lately developed an innovative multispectral concealing camouflage.

Taking to account the given research of the foreign market, we can assess the feasibility of establishing the subsidiary business of HyperStealth Biotechnology Corp. in Ukrainian market. On the one hand, the market shows a great demand for the proposed product, and the state’s government seems to be eager to attract foreign partners and investors in this field. However, acting as an independent company on this market involves a number of obstacles. Although there are no regulations of the minimum local content share, the chosen market is actually monopolized. Therefore, the subsidiary department of HyperStealth Biotechnology Corp., being established in Ukraine, will have to develop a sufficient competitive force to withstand local companies. Surely meeting the quality requirements, its production can appear unfeasible because of high prime cost of advanced technology research, while local customers tend to prefer less high-end, yet less expensive local product.

Although entering Ukrainian target market can become a prospective opportunity for pioneering investors from abroad, it implies a range of noteworthy risks. The uncertain policy concerning the export of products based on innovative technologies, the unstable economic situation and low rate of security, as well as the complicated investment system due to unavailability of direct investments endanger the feasibility of the subsidiary enterprise. Therefore, the venture should be set aside for now and reconsidered after a couple of years, after Ukraine completely switches to international quality standards and the prospects of its economic can be assessed clearly.
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