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The article describes current stage of economic
integration of Ukraine and European Union. It
analyses the general trend of further develop-
ment of economic relationships. There are stud-
ied critical problems that impede general integra-
tion of Ukraine and EU. Also there are defined
prospects of forcing economic integration of
Ukraine and EU. The article offers the ways of
activation of such integration.

Key words: integration, economic integration,
competition, barriers, economic and political fac-
tors of integration.

Y cmammi Bu3Ha4eHO Cy4acHull cmaH eKOHO-
MIiYHOI iHmeapayii YkpaiHu ma €sporielicbko2o
Corosy. [poaHanizosaHo 3aza/ibHUli MpPEeHO
M00&a/1bW020 PO3BUMKY EKOHOMIYHUX B38EMO-
BIOHOCUH. PO32/1IHymO  KpUMUYHI  npo6/iemu,
wo repewkooxaoms 3a2asbHill  iHmezpayji
YkpaiHu ma €C. BusHa4YeHo repcriekmusu ¢goop-
CyBaHHSI €KOHOMIYHOI iHmezpayii YkpaiHu ma

KpaiH €C. 3anporoHoBaHo W/isiXu akmusizayji
makoi iHmeapayji.

KniouoBi cnoBa: iHmezpayis, €KOHOMIYHa
IHmMeepayjisi, KOHKypeHUyisi, 6ap’epu, eKOHOMIKO-
MOAIMUYHI YUHHUKU iHMezpauji.

B cmamee oripedesieHo cospeMeHHoe cocmo-
SIHUE 3KOHOMUYECKOU UHmezpayuu YKpauHb!
u Esponelickoeo Coro3a. [MpoaHanu3uposaH
06wuli mpeHO da/ibHelile20 pa3sumusi IKOHO-
MUYeCKUX B3aUMOOMHOWEHUU. PaccMompeHbi
Kpumudeckue npobsiembl, rnpensmemsyowue
obweli uHmezpayuu YkpauHbl u EC. Onpe-
defleHbl  repcrekmusbl  (hopCUpPoBaHUsl  3KO-
HoMuyeckol UHmezpayuu YkpauHbl U cmpaH
EC. lNMpedsnoxeHsl nymu akmususayuu makol
UHMezpayuu.

KntoueBble cnoBsa: uHmeaspayusi, 3KOHOMU-
yeckasi UHMeapayusi, KOHKypeHyusi, 6apbepb,
3KOHOMUKO-TO/IUMUYeECKUe  (hakmopbl  UHMe-
2payuu.

Target setting. Activation of integration pro-
cesses in the world and particularly in Europe is a
feature of current world development of countries.
Even those countries that are not included into inte-
gration associations feel their considerable influence.
After the last enlargement of EU Ukraine became the
direct neighbour of European Union. It discovers new
opportunities for strengthening cooperation between
Ukraine and EU.

European integration for Ukraine is the way to
modernize economy, create new workplaces, deal
with technological underdevelopment, low level of
energy efficiency, involve foreign investments, create
innovative technologies, increase competitiveness
of domestic producers and conquer world markets,
especially the European one. As a part of Europe
Ukraine is oriented to the current in leading European
countries model of modernization and development.

According to the forecasts of economists, our
country will not become a member of EU earlier than
in 2020. Accession of Ukraine to this integration asso-
ciation is impossible by the reason that there will join a
country that will need great compensation due to dis-
appearing of a number of industrial sectors. Another
problem of integration of Ukraine to EU is that Ukrai-
nian laws don’'t meet the requirements of European
standards. Ukrainian legislation should be adapted
to the European one, and it should be performed as
reforming of Ukrainian legislation system and gradu-
ally making it meeting the European standards.

Actual scientific researches and issues analy-
sis. The problems of international economic integra-
tion that are directly or indirectly related to Ukraine
are described in the works of many scientists such as
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M. Alle, P. Bakli, B. Balass, B. Heyts, Y. Danylyshyn,
D. Lukyanenko, R. Soland, Y. Timbergen, E. Haas,
A. Cherep.

Objective of research. The research aim is to
analyse perspectives of integration of Ukraine to EU,
define the role of Ukraine in trading with EU countries
and dealing with problems in the process of economic
integration.

Results. The notion ‘international economic inte-
gration’ is traditionally defined either from economic
or political point of view. There is no theory that would
sum up the findings of different schools. The common
disadvantage of international economic integration
analysis is its understanding in the light of institutions
and the role of state in the process in general [4].

Despite a great number of concepts and theories
of international economic integration development,
the science still has not created a common approach
to its definition. In our opinion, now it is not enough to
perceive international integration only from economic
or political point of view.

Systematisation of international economic integra-
tion theories allowed to find out that the representa-
tives of market and institutional school describe the
process of international economic integration in the
best way.

International economic integration should be
understood as a political and economic process of
rapprochement and association of countries with inter-
section of their economic systems, with common eco-
nomic policy and supranational political administration.

Integration is impeded by objective and subjec-
tive obstacles. The objective ones contain natural
resources; difference in levels of social and economic
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development; different economic potentials and avail-
able production capacities, international factors etc.
The subjective include cultural differences; multifac-
eted domestic and foreign interests; different levels of
society development, geopolitical and geoeconomic
indeterminacy etc. [1]

Both objective and subjective obstacles create bar-
riers for integration processes. Barriers are any limi-
tations or circumstances that impede new economic
agents to enter a sector or a product market as agents.

Country that starts a trade war aims to reduce
competition on its own market; increase the volume of
GDP; increase employment population; make goods
of national producers competitive; increase effective
demand; stabilize macroeconomic environment.

Using trade wars some countries try to apply
political pressure in order to get desired outcomes of
these wars or make political decisions in economic
area; cause deterioration of competitive positions of
some ‘enemy’ country in the world, discreditation of
authorities of a competitor country; limit mutual trade
with a competitor country to make its economic and
trade indexes lower; prevent strengthening of military
power of a competitor country and as a way of reach-
ing military advantages.

This way political and economic barriers in the
process of integration can be determined as objec-
tive or subjective factors that arise due to some
differences in political and economic systems, dif-
ference in economic development, political disagree-
ments, noncompliance of economic interests and
geoeconomic uncertainty and block the process of
international economic integration making it more dif-
ficult or slower.

Analysing the key approaches to definition of
essence of international economic integration barri-
ers it should be mentioned that the researchers con-
sider both state and individuals as agents that set
limitations.

Political and economic barriers are supposed to
be understood as objective or subjective factors that
arise on the ground of certain differences in political
and economic systems, difference in economic devel-
opment, political disagreements, noncompliance of
economic interests and geoeconomic uncertainty
and impede the process of international economic
integration making it more difficult or slower.

Dividing political and economic barriers into sig-
nificant, insignificant and neutral, we can distinguish
them as subjective, objective and the ones that do not
depend on the will of state.

The subjective significant ones include tariff mea-
sures, customs duties and fees, taxes related to inter-
national trade, quantitative restrictions, quotas, vol-
untary limits, technical barriers, corruption, licensing.

The subjective insignificant ones include pro-
cesses of applying antidumping/compensation legis-
lation, subsidies.

The subjective neutral barriers are state procure-
ments, macroeconomic policy, investment measures
related to trade.

Among the objective barriers of international eco-
nomic integration are trade wars, military operations,
and discriminatory international agreements. The
insignificant ones include political pressure. The neu-
tral ones are physical barriers. [3].

Current economic theory and practice prove that
open economy grows faster than closed economy
due to liberal foreign trade, attraction of foreign
investment, technological improvements and knowl-
edge exchange [2]. In some researches it is proved
that higher quality of institutions may cause growth
in a country and strengthen positive effects of inter-
national economic integration [5]. D. Rodic says that
external shocks of integration of a country into the
world economy have long-term negative effects on
growth of countries with poor institutions [4]. D. Dollar
and A. Kray dispute about the role of trade and institu-
tions in long-term and short-term outlook.

Based on these fundamental researches we add
to our analysis of international economic integration
political and economic factors influence also institu-
tional factors and set a task to find out institutional
indicators that have a direct impact on growth of econ-
omy of post-socialist economies. Using the indicator
of institutions quality like Index of Economic Free-
dom (Heritage Foundation) we study the following its
components: property rights freedom, trade freedom,
absence of corruption and investment freedom. We
suppose that institutions in the area of foreign trade
freedom and decrease of corruption will have greater
impact on economies of these countries.

To evaluate the impact of political and economic
factors of international economic integration there is
also used the index of international trade taxation as
an indicator of tariff barriers in trade, as well as the
way to evaluate the role of international aid programs
of foreign funders and European institutes in eco-
nomic growth of the studied countries.

At the same time to explore the impact of political
and economic factors of international economic inte-
gration on economic growth, it is necessary to take
into account assets and labour force as basic produc-
tion factors according to the Cobb—Douglas produc-
tion function.

To define relationship between a range of politi-
cal and economic factors of international integra-
tion, institutions and basic production factors and
economic growth was formed a selection of 18 post-
socialist countries, 10 of which are Central and East-
ern Europe countries (CEE) that are already mem-
bers of EU, and 8 other countries of CEE and CIS are
not a part of EU, including Ukraine. The time period
of the research is twenty-five years, starting from
1991, the year when Ukraine became independent,
to 2016, the last year when there was published sta-
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tistical data for countries of the chosen group. The
research is based on econometric analysis of panel
data using the least squares method with transform-
ing using the method of fixed methods. It allows to
avoid heterogeneity by countries.

The analysis of specific institutions role in eco-
nomic growth of countries shows that absence of
corruption trade freedom indexes are statistically
and economically significant mainly for CEE and CIS
countries that are not members of EU. These coun-
tries should concentrate on improvement of institu-
tions in trade area and overcoming corruption.

At the same time international trade is essential
for GDP growth for both groups of studied countries
(those that are included into the integration associa-
tion and for those that aim to be integrated), and for
CEE and CIS countries that are not members of EU
their export activity becomes especially important. In
addition, countries that are not members of EU ben-
efit much more from international programs of help
from international funders and European institutions
than countries that are new members of EU. The bar-
rier of getting EU membership by Ukraine is the prob-
lem of Ukraine’s territorial integrity. Ukraine should
meet the requirements of p.31 of Copenhagen crite-
ria related to foreign and safety policy. To fulfil this
demand Ukraine should harmonize its policy in sec-
tors with political declarations and agreements of EU.

Except for institutions and trade economic growth
of post-socialist countries is influenced by political
and economic factors of international economic inte-
gration like direct foreign investment, international
intellectual property rights exchange, international
aid programs of funders and European institutions,
as well as incomes from taxation of foreign trade.
The impact of these factors on growth is mainly posi-
tive, but in some specifications of the model values of
these indicators lose their statistical significance.

The results of institutions and other political and
economic factors of international economic integra-
tion interaction are also positive, especially with vol-
umes of import, export, direct foreign investment and
international aid programs of funders and European
institutions. This way we may suppose that there are
some synergy effects of complex reforming of institu-
tions, foreign trade, attraction of foreign investment
and international aid and cooperation programs. The
following studies in this area will help describe this
problem in more details.

Institutions together with basic growth factors, i.e.
assets and labour force, are key determinants of eco-
nomic growth for post-socialist countries. Not every
component of institutional improvement influences
economic growth of CEE and CSI post-socialist coun-
tries in the same way. Trade freedom and absence
of corruption have a significant impact on economic
growth, especially for a subgroup of CEE and CIS
countries that are not EU members. It is obvious
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that countries of this subgroup have relatively poorer
institutions, and that is why it is expedient to focus
economic policy on improving the quality of related
institutions’ components, that may become a driving
force for their economic growth in turn. It is proved by
the researches that poor institutions are the main bar-
riers of economy growth in terms of integration into
international economy.

GDP growth indexes beside institutions also
depend on indicators of foreign trade. In his case the
role of export in economies of CEE and CIS coun-
tries that are not EU members is more crucial than
on economies of countries that are new members of
EU. It is explained by export orientation of CIS coun-
tries with relatively poor development of national mar-
ket. At the same time, import has a positive impact
on economic growth of countries of both groups,
because import brings them new products, equip-
ment, raw materials, technologies and knowledge.
This finding corresponds to the results of other recent
empirical studies.

Improving of trade terms with EU provides ben-
efits for national producers, decreases dependence
on RF and trade conflicts with it, increases competi-
tiveness of Ukrainian goods. Ukrainian industry sec-
tor is characterized by high energy intensity due to
dominating in its structure products of heavy industry
material and technical base of which is old-fashioned.
That is why new terms of trade within free trade area
will provide relative reduction of price for manufactur-
ing lines and equipment that are provided by EU pro-
ducers and will have positive impact on renewing of
material and technical base of those industry sectors
equipment for which is not produced in Ukraine [3].

Based on the results of the analysis there are
formed recommendations for improvement of ways for
Ukraine to be integrated to EU, defining its basic tasks:

— to outline clearly national geopolitical priorities;

— to stabilize constant GDP accession rates;

— to increase competitiveness of Ukrainian prod-
ucts and services on EU markets;

— to reduce production cost of exported goods;

— to reach the European level of standards and
technical regulations;

—to increase funding of integration process imple-
mentation.

Conclusion. Summarising results of the research
concerning integration processes of Ukraine in terms of
this study we should understand that for Ukraine Euro-
pean integration is the way to improve and renovate
economy, attract foreign investment and new technolo-
gies, increase competitiveness of national producers,
it means free movement of skilled labour force, goods,
services, production factors within integration associa-
tion, as well as entering the common market. Coopera-
tion of Ukraine and EU will contribute to making our
country closer to high European standards, increasing
living standards and human wellbeing.
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PROBLEMS AND PROSPECTS OF ECONOMIC INTEGRATION OF UKRAINE AND EUROPEAN UNION

Activation of integration processes in the world and particularly in Europe is a feature of current world
development of countries. Even those countries that are not included into integration associations feel their
considerable influence. After the last enlargement of EU Ukraine became the direct neighbour of European
Union. It discovers new opportunities for strengthening cooperation between Ukraine and EU.

European integration for Ukraine is the way to modernize economy, deal with technological underdevelop-
ment, low level of energy efficiency involve financial resources and create innovative technologies.

Objective and subjective factors impede economic integration of Ukraine and EU. The objective factors
contain natural resources; difference in levels of social and economic development; different economic poten-
tials and available production capacities, international factors etc. The subjective factors include cultural dif-
ferences; multifaceted domestic and foreign interests; different levels of society development, geopolitical and
geoeconomic indeterminacy etc.

Both types of obstacles create barriers for integration processes. Barriers are any limitations or circum-
stances that impede new economic agents to enter a sector or a product market as agents.

Country that starts a trade war aims to reduce competition on its own market; increase the volume of GDP;
increase employment population; make goods of national producers competitive; increase effective demand,;
stabilize macroeconomic environment.

Using trade wars some countries try to apply political pressure in order to get desired outcomes of these
wars or drastically make political decisions in economic area.

Based on the results of the analysis there are formed recommendations for improvement of ways for
Ukraine to be integrated to EU, defining its basic tasks: to outline clearly national geopolitical priorities; to sta-
bilize constant GDP accession rates; to increase competitiveness of Ukrainian products and services on EU
markets; to reduce production cost of exported goods; to reach the European level of standards and technical
regulations; to increase funding of integration process implementation etc.

Summarising results of the research concerning integration processes of Ukraine in terms of this study
we should understand that for Ukraine European integration is the way to aspire high European standards,
increasing living standards and human wellbeing.




