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Is outsourcing at an end?
Ukrainian salaries are still low, but finding a
good business partner is no easy task.
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Cheers!

Jorn Pedersen introduces you to another of
Ukraine’s many emerging markets — the beer
market

Page 3

With SAS Ukraine is

only two hours away

Ukraine offers the same advantages as
China, but it’s five times closer: SAS opens
Copenhagen-Kiev route.
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Corruption

Transparency International shows you it’s
rampant, hands-on experience shows you how
to deal with it.
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An eyeonlIT
Torben Majgaard of Ciklum has built an
empire in Ukraine’s fastest growing sector.
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Ukrainian Gazelles

What is the trick when doing business in
Ukraine? Meet the CEOs of two of Ukrains’
fastest growing firms.
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Cheap energy’s over

Investment  opportunities  abound  as
Ukrainians are forced to kick the habit of
wasting energy.
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Ambassadors

The Ukrainian Ambassador to Denmark
and the Danish Ambassador to Ukraine are
optimists.
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The Flow of History
Long lost Ukraine is finally coming home to
Europe. Journalist Per Nyholm has travelled
across the country.

Page 12
All this and much more
in this edition of Ukraine News

Ukraine — from plain
sourcing to brain sourcing
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MANAGING DIRECTOR,
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Increasing focus on the do-

mestic market, growing
competition and a desperate
retail sector: Time is run-
ning out for the plain low

cost sourcing in Ukraine.

Despite the fact that Ukraine
still qualifies as a low cost
country, reality is now that fo-
cus among Ukrainian compa-
nies is rapidly shifting towards
the domestic market. At the
same time, competition on
labour and management is
growing fast.

Its no longer about
eagerness, risk taking
and enthusiasm; it’s
about professionalism
and commitment
beyond any standards
required in  “Old
Europe”

There is no doubt: plain sourc-
ing is coming to an end.

How come?

Essentially, two factors have
stimulated and secured double
digit growth rates in the retail
sector in recent years. Growth
in industry production has

provided employment and
wealth to the Ukrainians, and
an increase in private con-
sumption has been a driver for
strong inland demand since
2005.

This has led to a situation,
where the retail sector is des-
perate for domestic suppliers,
who can deliver products and
fill up store shelves. So desper-
ate, in fact, that the Ukrainian
retailers pay up to 30% more
than low cost sourcing com-
panies from the west, thereby
makingitincreasingly difficult
for foreign companies to find
Ukrainian suppliers, who will
deliver at attractive prices.

Further spurring on the econ-
omy, the growth in industrial
production has created a steep
increase in the demand for
more resources.

New skills required
Ukraine fits the picture of a
BRIC economy in Europe,
and the rapid development
sets new standards for what
it takes to create a successful
business.

Ukraine is not just
here today and gone
it is an
cost or

tomorrow -
important
profit centre

It’s no longer about eagerness,
risk taking and enthusiasm;
its about professionalism
and commitment beyond any
standards required in “Old
Europe”. Indeed, if you want
to be able to benefit from the
development, it’s time to thor-
oughly review your organisa-
tion and company structure.
Be aware that the high pace
of development requires quite

different skills than before!

What’s up next?

The dominance of imports
is coming to an end as the
modernised retail sector will
soon stock up stores with lo-
cal supplies, the production
of which calls for investments
in modern production, pack-
aging equipment, logistics
and distribution structures.
Obviously, spill-over effects
abound.

Ukraine is not exclu-
sively for the heavy-
weight  corporations.
Smaller ~ companies
have observed the in-
teresting development
as well and are upgrad-
ing their organization
and structure

And it’s not just retail. The
same trends and mechanisms

apply to the construction sec-
tor, which requires local pro-
duction of materials due to
transport costs, local norms,
and as part of a necessary
upgrade of existing technol-
ogy. Add on top of that the
dynamics in the energy sec-
tor stemming from Ukraine’s
diminishing reliance on cheap

gas.

The Winners

Ukraine is not just here today
and gone tomorrow - it is an
important cost or profit cen-
tre, and German Knauf, Dan-
ish Rockwool, H+H and Net-
to are just some of the many
companies, who no longer see
the country as a project, but as
a business operation - a stra-
tegic, long-term decision.

Ukraine, however, is not ex-
clusively for the heavy-weight
corporations. Smaller com-
panies have observed the in-
teresting development as well
and are upgrading their orga-
nization and structure. They
have correctly realized that
only those who do so will be
winners in the BRUIC econo-
mies (U for Ukraine).

Now - combining low cost
opportunities with market
opportunities - that is brain
sourcing.



