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AN ANALYSIS OF THE EUROPEAN INTEGRATION PROCESSES IN UKRAINE

Abstract. The purpose of the article is to analyze the efficiency of cooperation between
Ukraine and the European Union, in general and expediency of Ukraine’s joining the Free Trade
Area, in particular, as well as to prove the expediency of European integration processes, in general.
The article deals with the history of the development of Ukraine’s integration into the European
Economic Community. The main expectations, risks and results of measures aimed at integrating
the Ukrainian economy into the European one are considered. Two main viewpoints on the results
of the European integration are revealed. The first one is that the European integration is a blessing
in all respects, it has no obvious and significant risks and should bring economic and social
prosperity to Ukraine, promote Ukraine’s transition to the European social standards, due to
economic growth caused by expanding target markets for Ukrainian products (giving access to the
capacious European market), guarantee rapid growth of direct foreign investment in the Ukrainian
economy, the improvement of the export-import balance, the creation of new jobs, the
intensification of innovation processes and an increase in tax revenues to the budgets at all levels,
the revamping of Ukrainian industry and the entire economy. The second viewpoint is quite
opposite to the first one. It says that the European integration will cause deindustrialization,
accompanied by a massive reduction of jobs; emigration of a significant and most capable part of
the population; and as a consequence, acute shortage of labor resources, catastrophic increase in
social tension and Ukraine’s transformation into Europe’s raw material appendage. Research carried
out in the field of investment activity confirms the collapse of direct foreign investment in the
Ukrainian economy during the period of the EU integration. Currently, foreign investors, at best,
take a wait-and-see attitude, waiting to see the direction in which Ukraine’s political, economic and
social development will go. The state of the trade-economic balance with the EU has deteriorated
noticeably, as well as the state of the labor market and innovation activity. The research carried out
clearly confirms the validity of the second viewpoint. Further studies of integration processes
should be aimed at a significant modification of the goals and directions of Ukraine’s European
integration, and should help Ukrainians to find a way out of the socio-economic crisis and rank high
in the global division of labor.

Keywords: economic crisis, enterprise, European integration, export, import, industry,
investment.
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AHAJII3 PO3BUTKY €BPOIHTETPAIIIMHUX ITPOIIECIB B YKPATHI

AHoTanisi. MeToro cTaTTi € AoCTiHKeHHST €EeKTHBHOCTI CHiBIIpaIll Ykpainu 3 €Bpocor3om
y HUIOMY 1 JIOIUIBHOCTI BXOJDKEHHS HAIIOi KpaiHW 0 30HHM BITLHOI TOPTIiBII 30KpeMa, a TaKOX
0oOTpyHTYBaHHS JOIIJILHOCTI peai3allii eBpoiHTerpaliiHuX MmporeciB B3araii. Po3risHyTo icTopito
PO3BHUTKY IHTETpaliiHUX MpPOIECiB YKpaiHu 10 €BpONeicbKOro €KOHOMIYHOTO CITIBTOBApUCTBA;
OCHOBHI OYIKYBaHHS, PH3WUKH 1 pe3yJbTaTH 3aXOJiB, CIPSIMOBAaHUX Ha IHTETpallilo yKpaiHCHKOT
€KOHOMIKH B €BPOIEHCHKY. BUSBICHO IBI OCHOBHI MO3WII HA PE3yJIbTATH €BPOIHTETpAIii s
VYkpainu. Ilepia nonsirae B ToMy, 10 €BpOiHTErpalis A7 YKpaiHu € 01arom B yCiX acmekTax, 0e3
OYCBU/IHUX Ta ICTOTHUX pH3HKIB, 1 TOBHHHA TNPUHECTH YKpaiHi EKOHOMIYHE 1 CcolialbHe
MIPOLIBITAHHS, CIPHUATH Tepexony YKpaiHM Ha €BPOIEHWCHKI COIiadbHI CTAaHIAPTH, Ha IiJCTaBi
€KOHOMIYHOT'O 3POCTaHHS 32 PaXyHOK PO3IIMPEHHs PUHKIB 30yTy YKpaiHChKOI MpOAYyKIii (BUXiJ Ha
€MHUIl €BPOIECHCHKUN PHUHOK), CTPIMKOIO 3pOCTaHHS OOCSTIB MPSIMUX 1HO3EMHUX IHBECTHIIIN B
YKpaiHCBKYy €KOHOMIKY, IMOJIIIIEHHS CTaHy E€KCHOPTHO-IMIIOPTHOTO CalbJ0, CTBOPEHHS HOBHUX
pobounXx MicIlb, aKTHBI3AIlll IHHOBAIIIMHOT MISUTBHOCTI Ta 301IBIICHHS TTOAATKOBUX HAJIXO/KEHB 10
OIO/KETIB YCIX PIBHIB, MEPEXiJ MPOMUCIOBOCTI YKpaiHM 1 BCi€i €eKOHOMIKHM B I[UIOMY Ha HOBITHI
TexHoJjorii. [[pyra — aiamerpanbHO NpoTuiiexxHa. | monsdrae B ToMy, 110 €BpOIHTErpais YKpaiHu
npu3BeAe 10 TOro, IO BiAOyAeTbcs ACiHAycTpiamizamis YKpaiHH, CYNpOBOKyBaHAa MacOBUM
CKOPOUYCHHSIM pOOOUYHX MICIIb, EMITpaIli€l0 3HAYHOI 1 HAHOUTBII Mpare3aaTHOl YaCTUHU HACEJICHHS 1
SK HACJII0K — HaWrocTpimuii AeiuuT TpyAOBUX pECypciB, KaTacTpodiuHe 3pOCTaHHs COLiaIbHOL
Hanpy»XeHOCTI 1 NEepeTBOpPEHHs YKpaiHM Ha CHpOBUHHMI mpunatok €Bpomnu. [Iposeneni
JOCTIDKEHHS. B IIAPMHI 1HBECTUIIMHOT AISUTBHOCTI MIATBEPIXKYIOTh OOBaJbHE MaJiHHS OOCSTIB
OpsIMUX 1HO3EMHHMX 1HBECTHIIIMl B €KOHOMIKY YKpaiHu 3a mepion iHTerpauii B €C. ¥ nanuii yac
1HO3eMHI 1HBECTOpPHM B KpalloMy pasi 3aiiMaioTh BHUYIKYBaJbHY IO3MIiI0, BUBYAIOUM, B SKOMY
HampsiMi MiJ€ PO3BUTOK YKpaiHW B MOJITUYHOMY, €KOHOMIYHOMY Ta COI[aJIbHOMY acHeKTaXx.
[ToMiTHO MOTIPIIMINCS CTaH TOPrOBEIBbHO-EKOHOMIUHOTO caibl0, pudoMy came 3 €C, cTaH pUHKY
mparli Ta IHHOBaLIMHOI MisTbHOCTI. [IpoBeaeH1 AoCiKEHHS MATBEPIKYIOTh 3 YCIE€I0 OYEBUIHICTIO
npaBoTy napyroi mnoswmii. [lomanpimi AOCHIIKEHHS IHTETpalliiHUX TMPOLECIB TOBHHHI OyTH
CIpPSIMOBaHI Ha ICTOTHE KOPUTYBaHHS LIJIEH 1 HaNpsIMiB €BpoiHTerpauii YKpaiHu 1 CIPUSITH BUXOIY
13 cOLliaTbHO-E€KOHOMIYHOIT KPHU3H 1 T'1JTHOTO MICIIsl y CBITOBOMY PO3MOZLII Mparii.

Knrwouoei cnoea. eBpoiHTerpaiisi, 1HBECTHIII, EKCIOPT, IMIOPT, EKOHOMIYHA KpH3a,
i AIPUEMCTBO, TPOMHUCIIOBICTb.
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Introduction. The issue of the intensification of Ukraine’s integration processes into the
European community has traditionally received much attention in the system of modern economic
aspirations of the Ukrainian society. However, this topic became especially relevant in 2016, when
Ukraine joined the Free Trade Area (FTA). Still, it should be noted that informal negotiations on
designing and launching a corresponding cooperation mechanism for Ukraine and the European
Union began as far back as in 2007, starting officially in 2008. The negotiations were completed
and the final documents were ratified in 2012. The FTA agreement itself was to have entered into
force in 2014, but due to some political events it only happened on January 1, 2016. Thus, for
almost thirteen years in a row, Ukrainians have been arguing about the effectiveness of their state’s
integration into the European community.

At the same time, under the 2015 surveys of Ukrainian business conducted by the Institute
for Economic Research and Policy Consulting, 54% of Ukrainian business executives believed that
the FTA with the EU would give a favourable result in the first year of its implementation, 71%
were confident they would benefit in the first five years of the FTA between Ukraine and the EU.
And only 11% percent of Ukrainian enterprises expected losses from this event in foreign economy
[1]. However, the results of the third quarter of 2020 have appeared to be much worse than it had
been expected.

Literature review and the problem statement. The results of the study show that experts’
views upon the issue differ dramatically. Some researchers support Ukraine’s integration into the
world community, others are strongly against it. In our opinion, it is worth mentioning that many
scholars pay great attention to the economic aspects of Ukraine’s European integration. For
example, S. Zhukov, O. Dyuhovanets [2], E. Prushkivska, T. Kelder, 1. Doroshenko [3], I. Yegorov,
V. Hryha [4], have considered various aspects of Ukraine’s economic compliance with the
European requirements and discussed possible directions of the systemic changes, necessary to
fulfill these requirements. S. Ishchuk [5], E. Malinowska [6], G. Shamborovsky [7], Ya. Zhalilo [8]
have focused on the probability that Ukraine could realize its ambitions for the European
integration. As for the foreign trade issues of Ukraine-EU relations, they have been analyzed by
L. Oleynikova, K. Bobrysheva [9], O. Shnyrkov [10].

In the past, such studies could only serve as a forecast, while today we can actually assess
the impact of strategic decisions to intensify Ukraine’s European integration processes on the
current state of its economy. So, taking into account the extreme topicality, on the one hand, and a
high level of politicization of these processes, on the other, we can state that the solution of this
problem lies primarily in the plane of their statistical and analytical assessment, and therefore, the
assessment of the effectiveness of Ukraine’s integration into the global world, including its entering
the FTA, must be made with consideration to all the figures, and facts, and current circumstances.

In connection with the facts mentioned above, the purpose of this work is to study the
effectiveness of Ukraine’s cooperation with the European Union, in general, and the feasibility of
its joining the Free Trade Area, in particular, as well as to substantiate the feasibility of European
integration processes, as a whole.

Methodology and research methods. The purpose of the article has determined the
following research methods: generalization, comparison, chronological and graphical methods,
method of relative values and tabular analysis.

Articles in periodicals, scientific works, laws and regulations of Ukraine, reports and
materials of institutions and organizations in Ukraine and the EU on European integration processes
have provided the methodological and informational basis for the research.

Research results. Though the study in question deals mainly with the recent achievements
of Ukrainian-European economic cooperation, it is also worth mentioning the expectations that
preceded Ukraine’s accession to the FTA and are still present in assessing the effectiveness of
broadening Ukraine’s cooperation with the EU.

Economists’ views vary greatly, depending on their being citizens of a particular country.
For example, Russian authors mostly demonize Ukraine’s economic cooperation with Europe,
while Ukrainian and European authors, on the contrary, mostly absolutize its effectiveness. For
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instance, V. P. Kolesov explains Ukraine’s inability to join the European community by the fact that
a significant part of the Ukrainian economy lies in the shadows (experts believe its share to be about
45—50%) [11]. The Russian economist V. K. Senchagov, analyzing the bilateral relations between
Ukraine and the EU in development, states the following: «A strong partner’s integration into any
community leads to the expansion of its sphere of influence. A weak partner’s integration leads to
the suppression of the will and interests of the stronger. If you decide to carry out integration while
having unbalanced economic patterns, it means that you hand over your natural and human
resources to others» [12].

S. Zhukov and O. Dyugovanets, unlike their Russian counterparts, see significant
advantages in continuing European integration processes. According to their research, made on the
basis of the information by the European Innovation Scoreboard (EIS), subject to welcome
scientific, technological and innovative development («best case scenario»), Ukraine in 2020 should
achieve a fairly high level of changes in the values of the relevant EIS indicators [2].

S. Ishchuk believes that «further implementation of about two hundred EU regulations and
directives and other international treaties and standards in Ukraine, as well as enforcement of the
ratified international agreements will definitely improve the business climate in Ukraine, and thus
increase its investment attractiveness among foreign investors, and not only the European ones. As
a result, it will contribute to the creation of new jobs and increase revenues to the state and local
budgets» [5]. Besides, the author of the quotation notes that the advantages of the European
integration vector of Ukraine’s development over the pro-Russian one lies in the fact that the
investment potential of the EU-15 member states is ten times as large as that of Russia, and the EU-
27 member states has a potential which is six times as large as that of Russia [5]. So, S. Ishchuk
emphasizes the propriety of even greater expectations as for increasing the number of jobs and
taxpayers’ contributive capacity due to increasing investment inflows into the Ukrainian economy.

An even sharper opinion exits: «We can conclude that, given the influence of integration
factors on the political, economic and social spheres of the state, Ukraine’s entry into the European
Union remains much more promising. Seeking stable development, positive changes are expected in
the development of the Ukrainian economy, which will take place as a result of European
integration. The cooperation of Ukraine with the EU will help bring closer social conditions of
Ukraine with high European standards, increase living standards and well-being of the population.
Membership in the EU guarantees the strengthening of national security of Ukraine and its
protection from aggression and territorial claims» [13].

However, numerical reflection of the effectiveness of the implementation of European
integration initiatives is not widespread. Most authors prefer to speak on qualitative changes in the
country’s economy, and only a small number of Euro-optimists operate with specific figures
proving the effect of such changes. These authors include G. Shamborovsky, who studied changes
in Ukraine’s economic prosperity due to the creation of a free trade area or a customs union with the
European Union.

Still, there serious pessimistic sentiments and fears about Ukraine’s entry into the European
Economic Area exist, as well. For instance, Ya. Zhalilo bekieves that the asymmetry of the
commodity structure and capital flows between Ukraine and the EU would lead to the outflow of a
part of the potential added value from Ukraine [8]. Back in 2013, L. Oleynikova and K. Bobrysheva
noted that Ukraine would not be able to meet the standards set by the EU for a long time, as its level
of economic, political and social development was much lower than those required by the EU. At
the same time, Ukraine should act carefully in the fields of customs regulation, refusal to subsidize
certain industries, elimination of a large number of tax benefits. The abovementioned scientists
name several reasons hindering the country’s accession to the EU, e.g. the low standard of living in
Ukraine (15% of the EU average), the small share Ukraine has in the EU foreign trade (only 0.4%),
which show a huge difference between the economic levels of Ukraine and that of the EU [9].
Besides, S. Zhukov and O. Dyuhovanets noted that the EU is facing technological asymmetry, as,
on the one hand, the interaction of countries in the field of innovation increases their competitive
advantages, and on the other, it reduces free access to high technologies concentrated in the major
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innovator states, thus deepening the gap in science and innovation between the EU member states
[2]. Another problem area mentioned by E. Malinowska is migration processes, which cannot but
affect the level of working population and the country’s human potential [6]. E. Prushkivska,
T. Kelder, I. Doroshenko are also quite careful in praising the influence of integration processes as
for the achievements in overcoming poverty and increasing employment in Ukraine [3].

The majority of the European experts [14—16] and official institutions [17—19] welcome
Ukraine’s European integration processes, in general, but criticize Ukrainian institutions and
officials for their carrying out reforms, recommended by the EU, in an unreasonably slow and
inconsistent manner.

Thus, European integration hopes have been aimed both at an incomprehensible growth of
the country’s welfare, which still needs to be explained in a more detailed way, and at a specific
increase in investment revenues, improvement of the export-import balance, job creation,
innovation and tax revenues to the budgets at different levels, which in turn should favorably
influence the level of investment potential and the economic rating of the country, as a whole. At
the same time, skeptics have expressed fears (which were quite likely to become true) that the level
of the working population could go down, as well as the level of innovation in the domestic
economy, and the capital could start outflowing. These problems might be caused not only by
current poverty, but also by a significant asymmetry in the economic and technological levels in the
EU member states and Ukraine.

So let’s try to dispel these myths and fears by providing cold hard statistical information.

In particular, one of the expected indicators is the dynamics of inflow / depositing direct
foreign investments in the economy of Ukraine and from Ukraine (Table 1).

Table 1
Dynamics of inflow / depositing direct foreign investments in the economy of Ukraine
and from Ukraine in 2002—2019

Period of _Direct foreig_n Appre:cigtion / Ijihr\?gsttmgiltgsn Apprgcigtion / Balance
. investments in depreciation per : depreciation per
time Ukraine (US $, min) year, % from Ukraine, year, % (US $, min)
’ ! (US $, min) ’
2002 693 - -5 - +698
2003 1424 105,48 13 -360,00 +1411
2004 1715 20,44 4 -69,23 +1711
2005 7808 355,28 275 6775,00 +7533
2006 5604 -28,23 -133 -148,36 +5737
2007 9891 76,50 673 -606,02 +9218
2008 10913 10,33 1010 50,07 +9903
2009 4816 -55,87 162 -83,96 +4654
2010 6495 34,86 736 354,32 +5759
2011 7207 10,96 192 -73,91 +7015
2012 8401 16,57 1206 528,13 +7195
2013 4499 -46,45 420 -65,17 +4079
2014 410 -90,89 111 -73,57 +299
2015 2961 622,20 -51 -145,95 +3012
2016 3284 10,91 16 -131,37 +3268
2017 2202 -32,95 8 -50,00 +2194
2018 2355 6,95 -5 -162,50 +2360
2019 3070 30,36 648 -13060,00 +2422

Note: Data for the years 2014-2019 are given without taking into account the Autonomous Republic of the Crimea and the
temporarily occupied territories of Donbass.
Source: the table is compiled and calculated on the basis of the official data [20].

Given the presented data, we can come to conclusion that the global economic crisis of
2007—2009 and the hybrid war against Ukraine, which began in 2014, have seriously reduced the
volume of direct foreign investments in Ukraine.

In 2009 a significant reduction in the volume of borrowings (by -55.87%) took place. Since
2010, due to an increase in direct foreign investments, the situation has been gradually improving.
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In 2013—2014, an unfavorable situation was caused by a sharp decline in the volume of external
investments. At the end of 2017, depreciation stood at -32.95% as compared to 2016. In 2018, a
positive trend appeared, when direct foreign investments grew by US $ 668 million. Despite the
rapid fluctuations in the volume of borrowings, in 2012 the amount of investment came closest to
the previous maximum value. Over the past 12 years, the country has not achieved such a
significant increase in foreign investment (2008). This downward trend in foreign investment is the
result of an undefined number of reasons for investor distrust, including high levels of corruption in
the country, distrust of the judiciary, instability of the national currency, market monopolization
and, of course, the military conflict in the East of Ukraine.

The research results show that the volume of Western investments in the Ukrainian economy
during the integration process has declined markedly: in 2008 it was US $ 10,913 million, and in
2019 it was already US $ 3,070 million.

At the same time, the directions of investment by product groups were quite clearly defined.
They were mainly cereals, ferrous metals, fats and oils of animal or vegetable origin, wood and
wood products, ferrous metals mainly at the level of procurement redistribution. All these groups of
goods show a low level of processing, and thus, a low level of added value, and they belong to the
commodity group of goods. At the same time, such sectors of Ukraine’s economy as aviation,
space, shipbuilding, electrical engineering and others that determine the level of the economy and
the state as a whole have deteriorated. At present, we can speak about the deindustrialization of
Ukraine, and Ukrainian science is deteriorating, as well. All this had made an extremely negative
impact on the socio-economic development of Ukraine. Utility rates are so high that they put a
significant part of Ukraine’s population on the brink of survival. The current results of integration
processes suggest that their main goal is to transform Ukraine into a supplier of raw material and
resources, primarily labor resources, for advanced countries, and into a market for their products.
De facto integration processes have allowed the elimination of Ukrainian producers of high-tech
products (aviation, space, shipbuilding, engineering, etc.) from the European and world markets,
using only minimal economic costs and non-economic methods, and thus creating favorable
conditions for their competitors in the person of the European and world manufacturers.

The structure of investments by the geography of their receipt is also of great interest
(Table 2).

Table 2
The geographical structure of direct foreign investments in Ukraine in 2016—2019
State 2016 2017 2018 2019
US$, min| % [(US$, mIin| % [US$, min| % |USS$ min| %
Cyprus 87855 | 28.13 | 8932.7 | 28.26 | 95445 | 29.01 | 103689 | 28.96
Germany 1564.2 | 5.01 | 16829 | 532 | 17014 | 517 | 18431 | 5.15
Netherlands 6028.4 | 19.30 | 6395.0 | 20.23 | 7118.7 | 21.63 | 8301.4 | 23.18
Russian Federation 8136 | 261 | 7972 | 252 | 5978 | 1.82 | 7833 | 2.19
Austria 1099.9 | 352 | 10388 | 329 | 1150.0 | 3.49 | 12494 | 3.49
United Kingdom 1947.0 | 6.23 | 19444 | 6.15 | 2131.2 | 648 | 2060.6 | 575
France 6156 | 1.97 | 7234 | 229 | 7444 | 226 | 8455 | 2.36
Switzerland 14369 | 460 | 15159 | 4.80 | 1552.1 | 472 | 17145 | 479
Italy 196.7 | 063 | 201.6 | 0.64 | 2424 | 0.74 | 2493 | 0.70
USA 585.2 | 1.87 | 517.4 | 164 | 5425 | 165 | 637.8 | 178
Poland 509.1 | 1.63 | 5713 | 181 | 6317 | 1.92 | 693.7 | 1.94
Hungary 498.1 | 159 | 5111 | 162 | 5651 | 1.72 | 380.7 | 1.06
British Virgin Islands | 1682.30 | 5.39 | 1358.40 | 4.30 | 1040.20 | 3.16 | 1062.10 | 2.97
Belize 6042 | 1.93 | 5323 | 168 | 4376 | 1.33 | 4482 | 1.25
Other states 4863.60 | 15.57 | 4884.00 | 15.45 | 4905.50 | 14.91 | 5171.10 | 14.44

Source: the table is compiled and calculated on the basis of the official data [20].
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Cyprus, the United Kingdom and the Netherlands are among the three states which have
made the largest investments in Ukraine over the past four years.

Thus, assessing the structure of direct foreign investment by the country of origin, one
should first of all pay attention to the traditionally high level of investment «coming from offshore».
It is also worth mentioning that investment from Cyprus is increasing both in absolute and relative
terms, and new offshore territories such as Belize have appeared rather quickly, and the share of
investments from Switzerland and the Netherlands is increasing as well. So, it is repatriation of
funds, rather than foreign investment as it is.

We can agree with K. Markevych [21] in the point that the current geographical structure of
foreign investment is not optimal for Ukraine and cannot ensure economic and social growth in the
country. The Ukrainian economy needs investments from the advanced states of the world, which
are technological leaders; it also needs the latest technologies that could ensure innovative
economic development and the development of science and technology progress in priority sectors.

The articles analyzed show that investments from the Russian Federation have received
great criticism, unlike those from the European Union. Given the competition of the European and
Russian vectors of development in the domestic economy, the choice in favor of the former should
reduce the share of the Russian investment in Ukraine, but the share of investments from Russia has
remained at the level of 2% for the last three years, from 2016 to 2019 [20].

It is quite obvious that the investment «miracle» has occurred neither in absolute terms nor
in terms of structural changes in the geography of raising the funds in question.

As for investments coming from Ukraine, the situation is even worse (see Table 3).

Table 3
The geographical structure of direct foreign investment from Ukraine
2016 2017 2018 2019
State US $, min % US $, min % US $, min % US $, min %

Cyprus 593050 | 9345 | 593250 | 93.84 | 5931.90 | 9424 | 593560 | 94.63
Russian 144.1 2.27 150.3 2.38 117.7 1.87 118 1.88
Federation

Latvia 68.4 1.08 60.9 0.96 72.5 1.15 73 1.16
Poland 48.7 0.77 6.7 0.11 6.7 0.11 8.1 0.13
Netherlands 10.7 0.17 12.3 0.19 11.8 0.19 11.3 0.18
British Virgin 57.6 0.91 61 0.96 59.9 0.95 337 0.54
Islands

Hungary 14.9 0.23 175 0.28 16.8 0.27 16.1 0.26
Other states 1.13 1.28 1.22 1.23

Source: the table is compiled and calculated based on the official data [20].

Investments from Ukraine almost entirely go to the offshore. It is worth mentioning that the
share of Cyprus together with other representatives of the «offshore» in these so-called
«investments» has only increased.

Thus, investment expectations from the European-oriented vector of developing the
domestic economy are not being fulfilled, and the dynamics of the processes analyzed is mostly
negative.

An increase in Ukraine’s foreign trade turnover with the EU member states should have
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Fig. Ukraine’s foreign commodity trade with the EU member states in 2012—2019,
in US $, counted by thousands

Source: the table is compiled on the basis of the official data [20].

However, as Fig. shows, the European vector of the domestic economy has so far led mainly
to negative consequences. Thus, the exports volume to the EU member states has increased by 20%
if compared to that of 2012, while imports volume has decreased by 5%.

A positive moment can only be seen in the slight reduction of the foreign trade balance in
2017 and 2018, but in 2019 a further increase happened, reaching 4261446.1 thousand US dollars,
because it is traditionally passive and leads to the outflow of foreign currency from the country in
question. However, the reasons for such dynamics of the corresponding balance do not give us the
right to treat it as favourable, because imports reduction is most likely caused by the
impoverishment of the population, rather than by import substitution.

Ukrainians have identified the priority sectors of economy for investment. They are the
following: the agro-industrial complex; housing and utility complex; machine-building complex;
transport infrastructure; resort and recreational sphere and tourism; processing industry [22]. From
our point of view, when choosing areas and objects of investment at the state level of government
and other levels, one should use economic and mathematical methods [23]. However, the structure
of exports to the EU member states appears to be extremely unfavorable for Ukraine. According to
the State Statistics Service of Ukraine, about 80% of exports from Ukraine to the EU in 2019 were
covered by several groups of goods, namely, cereals, ferrous metals, fats and oils of animal or
vegetable origin, wood and wood products [20]. The common features of these goods are minor
figures of the added value and the fact that they are raw materials. Yet, just a few years ago, in
2012, the leading export goods also included «mineral fuels: oil and products of its refining»,
«seeds and fruits of oil plants» etc., which contained a much larger share of the newly created value.

Among significant expectations related to joining the EU one should mention the creation of
new jobs (Table 4). The dynamics of the indicators listed in table 4 give grounds to speak of the
collapse of hopes for at least improving, if not overcoming, the unemployment situation. Since
2012, the ratio of the unemployed population to the economically active population within the
corresponding age group has been steadily growing, while the real average monthly wage has been
declining until recently. However, in our opinion, the official statistics for wage dynamics in
Ukraine is not correct. For example, given the significant peg of prices, especially for non-food
products, to the US dollar, it is quite unlikely that real wages should have been increased by 8.2% in
2013, as at the end of that year the US dollar went up more than 3 times, and this could not but be
reflected in the level of real wages, proportionally.
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Table 4
The main indicators of the labor market of Ukraine
Unemployed population (according to ILO methodology) The average monthly salary
At the age of 15—70 Of the working age Nominal Real
In % to the In % to the
Period on economically On economically In % to the In %
of time | average active average, active subsistence level | to the
' population of | thousand | populationof | UAH . .
thousands the s of the for the wo_rkmg previous
of people corresponding people corresponding population year
age group age group
2012 1589.80 7.6 1589.20 8.2 3041 268.2 114.4
2013 1510.40 7.3 1510.30 7.8 3282 269.5 108.2
2014 1847.60 9.3 1847.10 9.7 3480 285.7 93.5
2015 1654.70 9.1 1654.00 9.5 4195 304.4 79.8
2016 1662.20 9.2 1661.30 9.6 4989 344.1 109.1
2017 1698.0 9.5 1697.3 9.9 7104 403.2 119.1
2018 1578.6 8.8 1577.6 9.1 8 865 461.5 1125

Source: [20].

So, we can state that another hope for more jobs has not come true. However, it is also worth
mentioning that the effect of taking any measures always comes with a certain time lag, and it is
possible that Ukraine has not passed this lag, yet.

Another important hope for the European integration was the increase in the innovative
activity of the domestic economy and larger tax revenues to the budgets at various levels.

Some useful information regarding the activation of innovation processes is given in
Table 5. Complete lack of information on this issue should be noted as for 2016, even intermediate
values remain unknown.

Table 5
Implementation of innovations at industrial enterprises in 2012—2019
The share Including low- P'.FOdUCt'O.n Th? share .
. New of innovative . of the innovative
of enterprises . waste, Including
technological types of products sold as to
Year that resource- new types of ; .
. processes . products . the industrial
implemented . saving . . equipment .
. . introduced introduced, item products, in general,
innovations, % processes o
names Yo

2012 13.6 2188 554 3403 942 3.3
2013 13.6 1576 502 3138 809 3.3
2014 12.1 1743 447 3661 1314 2.5
2015 15.2 1217 458 3136 966 14
2016 16.6 3489 748 4139 1305 -1
2017 14.3 1831 611 2387 751 0.7
2018 15.6 2002 926 3843 920 0.8
2019 13.8 2318 857 2148 760 13

Note: The calculation of the indicator has not been carried out.
Source: the table is compiled and calculated on the basis of official data [20].

And again, the expected innovative «explosion» cannot be traced. On the other hand, with
the increase in the share of enterprises that implemented innovations (which may have happened
due to the reduction of their overall number), the number of new technological processes
implemented by enterprises, including low-waste and resource-saving ones, has been reducing, this
being also true for the share of innovative products sold as to the industrial products, in general.
These facts prove that the activity of domestic enterprises in this sphere has become lower than it
used to be.
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Conclusions. The scientific novelty of the research, as well as its theoretical and practical
value, as we see them, lie in the fact that we have proven Ukraine’s need for a radical change of
approaches to and content of its integration processes with the EU in order to overcome unfavorable
trends in its economy and to bring it to an innovation-based development.

The research has shown that rosy prognostications of the European integration supporters,
promising economic, social and investment prosperity of Ukraine in the case of its integration with
the EU have led to antipodal results.

European integration processes, in the form in which they took place, have led Ukraine to a
social and economic crisis. The movement in this direction has caused the loss of many strategic
enterprises and even entire industries, enhancing unemployment, which in its turn has accelerated
labor migration, including skilled labor, from Ukraine to the EU member states. It is true for many
sectors of the Ukrainian economy.

The crisis in the economy is intensified by the crisis of foreign investment. In 2012 direct
foreign investment in Ukraine amounted to 8,401 million US dollars, in 2019 it dropped to 3,070
million US dollars, or 36.54% of the level of 2012. For all those years almost no growth in numbers
could be noticed, which may indicate a steady trend. Besides, the investments structure allows us to
claim it the repatriation of funds, rather than real foreign investment.

This trend has not been overcome in the integration process. In other words, one of the main
goals of integration, i.e., to make Ukraine an investment-attractive country and bring innovation-
based development to Ukraine’s economy, has not been achieved, and moreover, the investment
crisis has intensified.

Thus, evaluating the statistical values that characterize the achievements of the domestic
economy on the path to the European integration, it is necessary to agree with some skeptics on the
efficiency and swiftness of obtaining the effect of the implemented integration processes. At the
same time, it is worth noting that almost all the fears of domestic and foreign experts have come
true, while the vast majority of dreams of improving the situation in the country have not. Thus, in
recent years, the volume of direct foreign investment or, speaking more correctly, the repatriation of
capital, has been shrinking; the total volumes of Ukraine’s foreign trade turnover, first of all with
the EU countries, are decreasing, and its structure is deteriorating, unemployment is rising and
innovation processes in the country are slowing down, which inevitably results in a decline of its
investment rating and attractiveness. So, all these factors require additional research and analysis to
effectively correct integration processes.

The conducted research and the history of the development of integration processes allow us
to conclude that one of the main reasons for the unfavorable development of these processes is the
incompetent activities of authorities and individual officials responsible for this area of public
administration.

In the current situation, to our opinion, it is necessary to make an inventory of all the state
assets (economic, intellectual, labor assets etc.) in order to determine the state of Ukraine’s
economy. On the basis of statistical and analytical data and taking into account the experience of
integration we should determine the priority areas of Ukraine’s economic development and to focus
the main integration efforts on these areas to enter the European and world markets. The right step
in this direction would be for the Cabinet of Ministers of Ukraine to adopt the resolution «Some
issues of the implementation of a pilot project on increasing the local content of machinery made in
Ukraine» [24], which could identify new effective areas of integration taking into account our
national interests.

Further research should be aimed at studying future integration processes aimed at
overcoming the crisis in the Ukrainian economy and forming its innovation-based development.
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