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AHoOTauUis

Y pgaHui yac YkpaiHa noBWHHa nobyayBaTu edeKTUBHY perioHanbHy MoAeNb PpO3BUTKY,
30KpeMa BWKOPUCTOBYKYM HasABHI MOXIMBOCTI YroauM npo Acouiauito, 0cobnimBo y 4acTuHi
MornnbneHoi Ta BCEOXONOIY0i 30HM BinbHOI Toprieni (MB3BT) Mix YkpaiHO Ta €BpONENCbKUM
Coto3oM. Cnig 3a3HaumTi, WO Yroga npo Acouiauito MK YkpaiHoto Ta €C 3aCTOCOBYETbCS Y
TMM4yacoBoMy pexumi 3 1 nuctonaga 2014 poky, a NB3BT 3 €C noyana 4iati 3 1 ciyHa 2016 poky,
WO BiAKPUBAE AN HauioHanbHOro 6i3HECYy MOXMBICTb BUATU 3a MeXi BHYTPIWHbOMO PUHKY i
cnpobyBaTtu iHTerpyBaTmcsa B €Bponencbkuin 6isHec-npocTip. Yroga nepenbavyae B3aEMHe BiAKPUTTS
PUHKIB ToBapiB i Mmocayr Ha OCHOBIi nepeabavyyBaHuUX Ta AiEBUMX NpaBwui TopriBni y paMmkax
peanisauii KOMMNAEKCHOi nporpaMu aganTauii perynsTopHUX HOPM Yy cdepax, nos’a3aHuMX 3
TopriBnet, 4O BiANOBiAHWMX CTaHaapTiB €Bpocoto3y. Lle A03BOAUTL 3HAYHOK MIpOK YCYHYTU
HeTapudHi (TexHiyHi) 6ap’epu y TopriBni Mix YkpaiHoto Ta EBpocoto3oM | 3abesneunTun
pPO3LWNPEHUI AOCTYN YKPaiHCbKUX | €EBPONENCbKMX 6i3He3-CTpYKTyp BiAMOBIAHO A0 YKPAiHCLKOrO i
€BpONENcbKoro puHkKiB. lMpoaeMoHcTpoBaHo, wo [MB3BT Bigirpae knw4oBy posb Yy MNOCWUAEHHI
TOpProBefibHUX BIAHOCUH Ta CNpUSAHHI 36an1aHCOBaHOCTI YKPaAiHCbKOI €KOHOMIKW, CTBOPIOKOYN YMOBM
ONs NMPUBEAEHHST KJIIOYOBUX CEKTOPiB eKOHOMikM YKkpaiHm po ctaHaaptieB €C, 3abesneuytoumn
MOCTYNOBY iHTerpauito eKOHOMiKM YKpaiHu A0 BHYTPILHLOIO pUHKY €BpOCOO3Y. Y poboTi HaBeaeHo
CTAaTUCTUYHI NOKa3HWKWM TOpriBai YKpaiHM 3 E€BPOCOK30M, MoudmHatoum 3 2014 poky, sKi
NiATBEPAXYIOTb K/IOYOBY pOSb €BPOCOKO3Y Yy ABOCTOPOHHIN TopriBni YkpaiHm 3 €C. Y pobori
pO3rnsffanTbCsad  OCHOBHI  MOXJ/IMBOCTI  Ta BUKAUKW A1 PO3BUTKY YKpaiHW B  KOHTEKCTI
dyHkuUioHyBaHHS MB3BT. Cnig Haronocutn Ha ToMy, Wo €C Ta YkpaiHa NpoAoBXYyTb npautoBaTy
Haa TvM, Wwob 3abesneunTn MOXIMBOCTI Ta BUroam Ans o6ox CTopiH y pamkax nporpamu MB3BT.
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Yroga npo Acouiauito, NMornnbneHa Ta Bceoxonnwtya 30Ha BinbHoi Toprisni (MB3BT),
ABOCTOPOHHS TOPriBasl, TOproBesibHa iHTerpauis.

Olha Babinska, Candidate of Economic Sciences, Assistant Professor,
https://orcid.org/0000-0002-3308-9780
Chernivtsi Institute of Trade and Economics of KNUTE, Chernivtsi

TRADE INTEGRATION AS THE OPTIMIZATION TOOL FOR UKRAINE
COOPERATION WITH THE EU
Summary

At present, Ukraine needs to build an effective regional development model, in particular by
taking advantage of the capabilities of the Deep and Comprehensive Free Trade Area (DCFTA)
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between Ukraine and the EU. The implementation of the DCFTA offers new economic benefits to
Ukraine and the EU. The paper presents statistical indicators of EU-Ukraine trade since 2014,
which confirm the key role of the EU in bilateral trade of Ukraine with the EU. The main positive
effects and challenges of DCFTA functioning by interest groups are presented.

Keywords: business, European Commission (EC), European Union (EU), Association
Agreement (AA), Deep and Comprehensive Free Trade Area (DCFTA), bilateral trade,
trade integration.

Problem statement. In a changing context of the world tendencies the
structural transformations in the country have increased the strategic role of
the economic cooperation as a means to ensure comprehensive sustainable
development and improve standards of living. The DCFTA has been created
the new opportunities and challenges for the EU and Ukraine businesses,
consumers and authorities on the basis of predictable and enforceable trade
rules promoting economic cooperation and contributing to increased stability
and prosperity for Ukraine. Obviously, the DCFTA has a key role to play in
increasing trade relations and investments, and helping to rebalance the
Ukrainian economy, creating the conditions for aligning key sectors of the
Ukrainian economy to EU standards. It is hard to deny the fact that trade
integration between the EU and Ukraine offers our country a lot of
opportunities aiming modernisation trade relations and economic
development, access to EU markets, finance (a variety of grant support,
profitable loans), new technologies, training programmes, etc. Unfortunately,
Ukrainian business doesn’t know all own opportunities, which are available
through different EU instruments. In the context of the foregoing, it is very
important for Ukraine to study the different aspects of functioning of the
DCFTA as a regional development model.

Analysis of resent studies. From a researcher’s point of view, the DCFTA
are now considered as regional development model of Ukraine and to stronger
economic integration with the EU. The scholars like A. Balezentis, O.
Yatsenko, M. Emerson, V. Movchan, A. Butin, B. Fedets, experts of the
Institute for Economic Research and Policy Consulting and international
organizations (United Nations, EU, EC, etc.) have analyzed the effects of trade
liberalization between Ukraine and the EU, the opportunities, benefits,
problems and prospects for country, business and consumers within the
framework of the DCFTA. If we are taking into account, what possible
measures can help the Ukraine, we can find many issues, which need
improvement. In the context of the present study we wish to emphasize that
despite the recognition of the importance of cooperation with EU for national
economy, many aspects because of its complexity and contradiction are not
investigated.
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Main aim of the article is an attempt to study the main opportunities and
challenges for Ukraine in the context of trade integration as the optimization
tool for Ukraine’s cooperation with the EU.

Basic material. It is important to keep in mind that today “international
trade opens new markets and offers new opportunities for Ukrainian
businesses development whereby promoting the growth of the national
economy” [1]. On 1 September 2017, the EU-Ukraine Association Agreement
(AA) came into full force. The DCFTA has been provisionally applied since 1
January 2016, constituting a major milestone in bilateral trade relations and
offering new economic opportunities to both the EU and Ukraine [4]. It should
be acknowledged, the concrete results of implementation of the DCFTA can
already be seen: the bilateral trade between the EU and Ukraine grew by 49%
since it entered into force in January 2016. The latest statistics show that the
EU is reinforcing its position as Ukraine’s number one trading partner,
accounting for most of its imports and exports, with a share of 41,41% in its
total trade in 2018 (table 1).

Table 1
Trade statistics “Ukraine - EU"*
2014 2015 2016 2017 2018
Ukraine TiG&S turnover, min. $ 126224,3 | 90903,1 | 90806,0 | 109062,3 | 122469,3
UA - EU TiG&S turnover, % 45212,4 | 34023,4 | 36063,6 | 44318,0 50709,2
Share from the total volume, % 35,82 37,43 39,71 40,64 41,41
Ukraine TiG turnover, min. $ 108330,4 | 75643,5 75611,5 92871,9 104522,6
Including UA-EU TiG turnover 38072,0 28345,4 | 30637,1 38332,8 43373,5
Share from the total volume, % 35,14 37,47 40,52 41,27 41,5
Ukraine TiS turnover, min. $ 17893,9 15259,6 15194,5 16190,4 17946,7
Including UA-EU TiS turnover, min. $ 7140,4 5678,0 5426,5 5985,2 7335,7
Share from the total volume, % 40,02 37,21 35,71 36,97 40,87
Ukraine TiG export, min. $ 53901,7 38127,1 36361,7 43264,7 47335,0
Including Ukrainian export to the EU 17002,9 13015,2 13496,3 17533,4 20157,0
Share from the total volume, % 31,54 34,14 37,12 40,53 42,58
Ukraine TiS export, min. $ 11520,8 9736,6 9868,0 10714,3 11637,9
Including Ukrainian export to the EU 3991,6 2927,9 3004,9 3452,7 3979,9
Share from the total volume, % 34,65 30,07 30,45 32,23 34,2
Ukraine TiG import, min. $ 54428,7 37516,4 | 39249,8 49607,2 57187,6
Including import from the EU, min. $ 21069,1 15330,2 17140,8 20799,4 23216,5
Share from the total volume, % 38,71 40,86 43,67 41,93 40,6
Ukraine TiS import, min. $ 6373,1 5523,0 5326,5 5476,1 6308,8
Including import from the EU, min. $ 3148,8 2750,1 2421,6 25325 3355,8
Share from the total volume, % 49,41 49,8 45,46 46,25 53,2
Ukraine TiG balance, min. $ -527 610,7 -2888,1 -6342,5 -9852,6
Ukraine — EU TiG balance, min. $ -4066,2 -2315,0 -3644,5 -3266 -3059,5
Ukraine TiS balance, min. $ 5147,7 4213,6 4541,5 5238,2 5329,1
Ukraine — EU TiS balance, min. $ 842,0 177,8 583,3 920,2 624,1

*Source: developed by author according to [2]
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The AA, including its DCFTA part, is the main tool for bringing Ukraine and
the EU closer together. The DCFTA offers Ukraine a framework for
modernising its trade relations and for economic development by opening up
markets and harmonising laws, standards and regulations in various sectors
(fig. 1). This will help align key sectors of the Ukrainian economy with EU
standards. Ukrainian businesses receive stable and predictable preferential
access to the largest market in the world, with over 500 million consumers.
EU businesses are able to benefit from easier access to the Ukrainian market
and build new relationships with Ukrainian suppliers and partners [7]. This will
also be to the benefit of Ukrainian citizens, as they will have better access to
high quality products, and increased competition and the lowering of import
tariffs should lead to lower prices [4]. The AA has triggered a reform of
Ukraine’s legal framework, with the aim of aligning it with that of the EU. It
will allow, in the long-term, to treat many Ukrainian products the same way
as others in the EU internal market. Given the gradual approximation of
Ukrainian legislation with EU legislation and internationally-recognised EU
standards in production and services, Ukraine should be able to export more
easily not only to the EU, but also to the rest of the world [3].

In addition, the reforms that are anchored in the DCFTA will allow
improvements in the overall business climate in Ukraine, including curbing
corruption, which will in turn increase investors’ confidence. The DCFTA
implementation enables Ukraine to diversify its economy, which is today based
on the large companies in basic commodity sectors (e.g. metallurgy). The aim is
to move towards a more modern model including the development of a vibrant
services sector and many small- and medium-sized enterprises (SMEs) [3].

On 1 October 2017 the additional autonomous trade measures of the EU for
Ukraine entered into force. The EU regulation on the measures tops up the
quantities of agricultural products that Ukraine can export to the EU under the AA
without paying customs duties. It also accelerates the elimination of EU import
tariffs for several industrial products, as foreseen in the AA. The AA/DCFTA aims
to boost trade in goods and services between the EU and Ukraine by gradually
cutting tariffs and bringing Ukraine’s rules in line with the EU’s in certain
industrial sectors and agricultural products [7]. In the annexes of the AA are fully
described the tariff regulation of trade between Ukraine and the EU. Regulations
include: customs duties; tariff quotas; entry prices. For most agricultural
products custom duties on imports from Ukraine to the EU was abolished from 1
January 2016, in the framework of the DCFTA [9].

The EU continues to stand by Ukraine by providing assistance and making
available advice and expertise, notably to help SMEs to grow and to take
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advantage of the opportunities granted by the DCFTA, in particular regarding the
progressive alignment with EU rules. The DCFTA Facility for SMEs will complement
existing EU programmes (EU SURE, SME Flagship) enabling SMEs to be better
equipped to the changes in the domestic business environment [4]. It should be
noted, “the surveyed representatives of businesses were optimistic about the 2018
business environment compared to that observed in 2016. Nearly 60% of all the
representatives of businesses were of the opinion that the business environment
improved over past two years, 14,3% of them found the business environment to
be less favourable, and the remaining 26,2% reported that they observed no

changes in the business environment over past two years” [1].

POSITIVE EFFECTS

UKRAINIAN BUSINESS

Duty-free access to one of the most powerful and largest markets in the
world for most Ukrainian products. Creation of Ukrainian brands that will
be easily recognized all over the world. The integration of SMEs into global
value chains by becoming business partners of foreign direct investors.
Increasing: opportunities for commercial cooperation in the country and
beyond, development of tourism; investment attractiveness of Ukrainian
regions; demand for domestic products, including in third-country
markets, due to the implementation of European standards; equal
conditions for competition and increasing exports to the EU.
Improvement of: opportunities for use of high-tech vehicles; the
European standards of quality and safety of Ukrainian products, including
in the domestic market; the structure of domestic exports in the direction
of reducing the raw material component and increasing the share of high-
tech products with a high share of value added produced in Ukraine;
business climate. Reducing: corruption by simplifying procedures in
international traffic and increasing transparency; costs related to
incompatibility of transport documents, the standards of clearance and
transportation of goods.

AUTHORITIES

1. Formation of complex systems of regulation and control. 2. Large-scale
harmonization of Ukrainian laws, norms and standards with the EU in
different sectors directly or indirectly related to trade. 3. Improvement of
conditions for integration into European structures. 4. Implementation of
European standards of safety and environmental protection. 5. Ability to
use the resources of international and European organizations to resolve
internal issues. 6. Increased budget revenues.

CONSUMERS

1. Expanding the nomenclature of goods and services in the domestic
market, as well as tourist opportunities. 2. Strengthening the level of
protection of consumer rights and safety in accordance with European
standards. 3. Increasing labor mobility and creating new jobs. 4.
Improving access to quality imported products. 5. Improving the
standards of quality and safety of Ukrainian products, including in the
domestic market. 6. Cheapening of imported products due to
reduction/cancellation of import duty of Ukraine.

1. Increasing
competition due
to better
opportunities
and possible
displacement
from the market
or absorption by
European
competitors.

2. Increasing
costs related to
the
implementation
of safety, labor
and
environmental
standards,
consumer rights.
3. The costs of
harmonizing the
legal field with
EU norms.

4. Possible
additional costs
associated with
the use of
upgraded
transport
infrastructure.
5. The lost of job
as a result of
competition with
EU companies.

Fig. 1. Effects within the framework of the DCFTA Ukraine - EU*
*Source: developed by author according to [1, 3-9]

To better integrate with the EU market, Ukraine is harmonising many of its
norms and standards in industrial and agricultural products. Ukraine is also
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aligning its legislation to the EU’s in trade-related areas such as:

competition; public procurement; customs and trade facilitation; protection of

intellectual property rights; trade-related energy aspects, including
investment, transit and transport [7].

Conclusions and directions of further researches. In the light of these
considerations, it seems justified to conclude that the AA/DCFTA is indeed a
key element of economic life and offers an opportunity to Ukraine to improve
its business climate, to attract foreign investment, to help in the
modernisation and diversification of the national economy to further integrate
with the EU and the world economy. Ukraine creates additional incentives for
reforms and seeks opportunities to support growth in all regions of the
country in terms of jobs, lower prices, safety, better quality and greater
choice for consumers through increased competition and improving legislation
in areas such as competition, government procurement, protection of
intellectual property rights, environmental protection and so on. The
knowledge of the key opportunities and challenges in the context of bilateral
perspectives helps to develop tools and mechanisms to translate the
ambitions into practical, effective solutions in cooperation between Ukraine
and EU within the framework of the DCFTA. Further research should be
focused on developing bilateral cooperation between Ukraine and EU based on
a comprehensive analysis of complex problems and their solutions in the
context of creating a solid foundation to ensure economic growth in terms of
significant challenges faced by the country.
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