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(akTOpaMyl SIBIISIOTCS HU3KHII YPOBEHb YEIOBEYECKOTO PA3BUTHS W HEBBICOKAs PA3BUTOCTh TPAHCIOPTHOW HH(pacTpykTypsl. Kpome Ttoro, B
MoxanHecOypre MOryT BO3HHKHYTH TpoOIIeMbl ¢ obecreueHueM Busnueckoil GesonacHoctH [3].

BeiBoabl. Takum 00pa3soM, HauOObBIIMI MOTCHUMAN B JaJbHEHIIEM DasBUTHH HUMEIOT COBEPILICHHO Pa3iMYHbIC (DHHAHCOBBIC LEHTPHI,
Ha4MHAs OT TOPOAOB-TOCYAPCTB, 3aKaHUMBAs ILIOIAIKaMH, 00ECIEYMBAOIIIMH TOCTYI K PHIHKAM C COTHSIMH MHIJUIHOHOB kuTeleil. OUHAHCOBBIC
LEHTPBI HAXOJSITCS Ha PasiMYHBIX YPOBHSAX Pa3BUTHs, OXBATbIBas KAK PETHOHAIBHBIA W CICHHAIN3UPOBAHHBIA PBIHKH, TaK M TNIOOAJIbHBIC W
MHOTONpO(UIbHBIE.

BrnaronpusiTHele (hakTOPbI LEHTPOB TakXkKe PasHATHCS. [T BBICOKOPA3BUTBIX CTPAH 3TO 3a4acTyIO0 OBICTPO (yHKIMOHMpYIOINas OOIIMpHAast
(uHancoBasi MHPPACTPYKTYpa, Ul PasBHBAIOIIMXCS — JOCTYI K HE3aHSTHIM PBHIHKAM M 00MIas JMHAMHYHOCTH Pa3BHTHSI SKOHOMUKH CTpPaHbI-
6a3upoBaHMs LIEHTpa. AHAJIOTHMYHAs CUTYalMsl HAOJII0AeTCs ¢ HEraTUBHBIMH (haKTOpaMH: HauOojee Pa3sBUTHIC HEHTPHI UCHBITHIBAIOT HEAOCTATOK
CKOPOCTHU POCTa U BBICOKYIO KOHKYPEHIINIO CO CTOPOHBI IPYTHX KPYIHBIX HI'POKOB; Pa3BUBAIOIIKECS — POOIIEMBI ¢ HHPPACTPYKTYPOii, KOPPYILHEH,
obecnieyeHreM 6e30MacHOCTH.
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Swain A. The emergence of a post-orange economic development model in Ukraine?

This article analyzes the peculiarities of the emergence of a post-orange economic development model in Ukraine when the global financial
crisis rebalanced political forces away in Ukraine from ‘orange’ parties which favoured the Washington consensus and a pro-western foreign policy
towards so-called ‘blue and white’ forces, led by PRU, which represented national capital and favoured a more constructive relationship with Russia.
The paper argues that Ukraine’s geopolitical location, in which the west and Russia compete with each other for influence, will ensure that the
country’s path of development will likely remain conflicted. The paper concludes that first, some fiscal consolidation and reallocation is required to
create either an entrepreneurial or a developmental state; and second, whilst emotion and soft power pulls Ukraine westwards hard calculation should
make it look to Eurasia too.

Keywords: development model, Washington consensus, austerity, developmental state, Ukraine, European Union, Russia.

Caeiin A. BO3HUKHOBEeHHE OCT-OPAH:KeBOH MO/IeJIM IKOHOMUYECKOI0 Pa3BUTHS B YKpauHe?

B crarbe aHaIM3UPyeTCst OCOOCHHOCTH IOSIBICHUS MOCT-OPAHXKEBOW MOAEIM 3KOHOMHYECKOTO pasBHTHS B YKpamHe, IIOCIE TOrO, Kak
MHpPOBOH (DMHAHCOBBIM KpU3HC IepedalaHCHpOBal IOJMTHYSCKUE CHIBI B YKpawHe. B pe3ynpTaTe «OpaH)KeBbIe» IapTHH, KOTOpPBIC SBISINCH
NPHBEPIKEHIIAMHU TIPO3aNaAHOI MOMUTHKU «BaIIMHITOHCKOr0 KOHCEHCYCay» CMEHHJIHCH «Oelo-royiyObIMIy» CHilaMu Bo riaBe ¢ [laptueil pernoHos,
KOTOpBIE TPEJCTABISIOT HAIMOHAJIBHBIA KaluTal M BBICTYNAIOT 3a MNpUHATHE OOjiee KOHCTPYKTHMBHBIX OTHOIIeHWi ¢ Poccueit. B crarse
YTBEP)KAACTCSI, YTO CKOPEe BCEro IyTh PasBUTHsI YKPAWHBI TAK U OCTAHETCS 3aBHCHMBIM OT IMPOTHBOPEYHBOTO I'€OIOIUTHIECKOTO MOJIIOKCHHUS, TIe
3anag u Poccusi KOHKypHpYIOT ApYr ¢ APYroM 3a BIHMsHHE. B crathe nemaercs BBIBOA , YTO BO-IEPBBIX, (PHCKANbHAS KOHCOJIHMAAUUS H
nepepacnpe/encHue Tpedyercs Uil co3faHus Iub0 MpeanpHHUMATEIBCKOr0 JIH00 Pa3sBHBAIONIETO rOCYAApCTBa, a BO-BTOPBIX, B TO BpeMs Kak
9MOLIMK M «MSTKasi CHiIa» TSHET YKpanuHy Ha 3amaj, mparMaTHyHbIi pacueT CUTHAIM3HPYET 0 HEOOXOJUMOCTH XOPOIINX OTHOLICH!H ¢ EBpasueii tak
xKe.

Knrwouegvie cnoea: Mopenb pasBuTHs, BalIMHITOHCKMI KOHCEHCYC, JECTKas OSKOHOMMS, pPa3BMBAIOLIEE TIOCYAapCTBO, YKpauHa,
EBponeiickuii coro3, Poccus.

Caeiin A. BUHHKHeHHSI IOCT-IIOMapaH4eBoi Mo/ie/li eKOHOMIYHOI0 PO3BUTKY B YKpaiHi?

VY crarTi aHami3yeTbCs OCOOJIMBOCTI MOSIBU HOCT- MMOMapaH4YeBOl MOJei SKOHOMIYHOrO PO3BHUTKY B YKpaiHi, micis Toro, sk cBiTOBa
(inaHCcOBa Kpu3a nepebanaHCyBasia MONITHYHI CHIM B YKpaiHi. Y pe3ylbTaTi 4oro «moMapaHueBi » maprii, ki Oy/Iu NpUXWIBHUKAMH IPO3aXiAHOL
TIOJNITHKY « BalIMHITOHCEKOTO KOHCEHCYCY» 3MIHHIUCS «0110-0TaKUTHUMMY CHIaMH Ha 4oii 3 IlapTiero perioHiB, sika IpeACTaBIIse€ HAl[iOHAIBHUH
KaIliTal 1 BUCTYIAIOE 32 MPUIHATTS OUIbII KOHCTPYKTHBHUX BiTHOCHH 3 Pociero. Y cTaTTi cTBepIKyeThes , IO MIBUJIIE 33 BCE IUIIX PO3BUTKY
VYKpaiHu Tak i 3aIMIIUTHCS 3aI€KHUM BiJI CyNEpEwIMBOIO reOIOJIITUYHOTO MOJI0KEHHS, e 3axia i Pocis KOHKYpyIOTh OJJHA 3 iHIIOKO 3a BIUIUB. Y
CTaTTi poOUThCS BHCHOBOK, IIO IO-Tiepiie, (ickadbHa KOHCONIJAIs 1 Mepepo3MoAin MOTPiOHI AN CTBOPEHHS abo MiANPHEMHHIBKOTO abo
PO3BHBAJIBHOI JIepKaBH, a IO-Apyre, B TOM 4Yac sIK eMOI|i i «M'ska cmia» TarHe YkpaiHy Ha 3axi] , mparMaTHYHHI pO3paxyHOK CHTHAII3YE IPO
HEOOXiJHICTh XOPOIIHX BiTHOCHH 3 €Bpasi€ro Tak camo.

Kniwouosi cnosa: monenb po3BUTKY, BallMHITOHCHKHI KOHCEHCYC, )KOPCTKA €KOHOMISI, PO3BHBAaIOYa Jiep)kaBa, Y KpaiHa, €BpOIEHChKIIA CO03,
Pocist.

Introduction
The global financial crisis rebalanced political forces away in Ukraine from ‘orange’ parties which favoured the Washington consensus and a
pro-western foreign policy towards so-called ‘blue and white’ forces, led by PRU, which represented national capital and favoured a more
constructive relationship with Russia. This resulted in the election 17 months after the onset of the crisis of PRU’s Viktor Yanukovych as president in
February 2010, and the formation of a PRU-led coalition government entitled ‘Reform and Order’ a month later.

The continuation of austerity, 2010-2011
In the run up to the 2010 presidential election the incumbent ‘orange’ government combined IMF-imposed austerity with some populist
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giveaways. For example, just before the first round of the election the government increased teachers’ salaries and compelled those banks which had
been nationalised to release customers’ deposits (Bojcun 2011b, 505). Yanukovych, the then leader of the opposition, criticized the austerity
programme and the bailout of the banks and argued for a fiscal stimulus. His programme included an active industrial policy to support domestic
companies, lower taxation on business and the attraction of DFI. Yanukovych also advocated closer ties with Russia and claimed he could renegotiate
the punitive January 2009 gas contact with Gazprom. Yanukovych won 49% of the vote compared to Tymoshenko’s 45.5% in the second round of the
election. The electorate rejected Tymoshenko’s IMF-led management of the crisis, believed that a more harmonious relationship with Russia would
strengthen the economy, and was nostalgic for the ‘stability’ of the Kuchma era when incomes rose rapidly (Bojcun 2011b, 512). Moreover Bojcun
(2011b, 515) argues the ‘American crisis’ reduced support for Euroatlantic integration and increased support for closer ties with Russia which was
less badly affected by the crisis.

However, the Keynesian policies espoused by PRU when in opposition were exchanged for structural reform and austerity policies once in
government. After signing the Karkhiv Accords with Russia which reduced the gas import price (see below) the government passed a new 2010
budget on 27 April 2010 in discussion with the IMF. The budget deficit was planned to be 5.3% of GDP or 6.5% including Naftohaz — the highest the
IMF would sanction (IMF 2010, 9, 15). The government, which was excluded from international sovereign bond markets and yields on domestic
bonds were as high as 20%, borrowed $2 billion for budget support from Russia in June but was compelled to continue negotiating with the IMF. As
part of this the authorities launched a reform programme entitled ‘Prosperous society, competitive economy and effective state’ in July 2010 (GOU
2010) which was broadly in-line with the World Bank’s Country Economic Memorandum that was published a month later (World Bank 2010). The
programme included: i) macroeconomic stabilisation involving fiscal consolidation (i.e. austerity) to reduce the budget deficit to 2% and ensure
public debt was no more than 45% of GDP by 2013-4; ii) tax simplification, rebalancing and reductions (including the removal of the Simplified
Taxation System (STS) i.e. tax increases); iii) building financial sector resilience including floating the exchange rate and inflation-targeting); iv)
public service reform; v) social security reform including pension reform involving reducing expenditure to no more than 12% of GDP by 2014; vi)
welfare reform involving greater targeting; vii) deregulation in DFI promotion; viii) privatization linked to strategic development of key economic
sectors; ix) increased investment in innovation and science; x) deeper economic integration with the EU and CIS countries and in the case of Russia
linked to strategic development of key sectors; xi) structural reform of the energy sector including privatization and household gas price increases; xii)
upgrading (i.e. increase in tariffs) of housing and utility services; xiii) increased investment in transport infrastructure including privatisation of sea
ports and airports; xiv) and the creation of an agricultural land market.

This policy programme formed the basis by which the IMF cancelled the existing stand-by arrangement and agreed a new $15bn 29-month
stand-by arrangement in August 2010. However, the conditionality attached to the new loan was far more wide-ranging than for the previous loan.
Conditionality included: a reduction in the budget deficit to 3.5% in 2011 (2.5% in 2012) and a reduction of public debt to less than 35% of GDP in
2015; to target inflation, float the exchange rate (to prevent dollarization and excessive risk taking); to liberalise the gas sector including increasing
household and utility tariffs; to reduce the cost of the pension system; and, to build resilience in the financial sector. The new IMF loan was to fund:
the country’s budget deficit in 2010; the continued recapitalisation of failed banks; and, to enhance the credibility of the country in international
capital markets (IMF 2010). Following the passing of ‘prior actions’ the first tranche, worth $1.89 billion, was released immediately and was to be
followed by nine tranches after quarterly reviews.

As part of the IMF-imposed austerity programme the government launched six major reforms. Firstly, the government embarked on
structural reform of the energy sector. As part of the pre-loan conditionality the government increased the gas price for households and the utility
sector (district heating) by 50% effective from 1 August 2010 (IMF 2010, 12). The government committed itself to a further 50% increase on 1 April
2011 however this increase was never implemented which led the IMF to suspend the standby-agreement in spring 2011 after only two tranches had
been disbursed (Kholod 2012, 9). Secondly, the government embarked on the introduction of a new tax code which was intended to reduce tax rates,
simplify the tax system and extend the tax base (Kholod 2012). However, most controversially the government wanted to introduce a higher threshold
for participation in the STS which would have entailed tax increases for individual entrepreneurs and small businesses. The tax code was passed by
parliament in November 2010 but mass protests by small entrepreneurs resulted in Yanukovych vetoing the bill at the end of November. The changes
to the STS were removed from the code which was passed and signed into law taking effect on 1 January 2011.

Thirdly, in December 2010 the government initiated the introduction of a new labour code that would have simplified employment law and
provided employers with more power and flexibility over labour issues (pay, hours of work, dismissals etc.). The controversial nature of the
legislation meant the code had not been adopted as of mid-2013. Fourthly, pension reform legislation first mooted in December 2010 was finally
passed by the parliament in July 2011 and Yanukovych signed it into law in September 2011. The reform increased the minimum required insurance
period, increased the retirement age for women and increased the qualification period required for a full pension. However, the reform was long
delayed and resulted in the suspension of the IMF loan. Fifthly, the government embarked on a privatization programme. In March 2011 93% of
Ukrtelecom, the country’s fixed-line telecommunication company, was sold to a private Austrian investment company for $1.3bn (Kholod 2012, 11).
In addition, shares in state owned companies in the chemical and energy industry were sold at relatively low prices to domestic industrial groups
which supported the ruling party. Privatization was once again being used to create national champions in key export sectors as part of a broader
strategy of maintaining the country’s national capitalism as had been the case prior to the orange revolution (Mykhnenko and Swain 2010). Finally, in
mid-2011 the government launched welfare reform (Kholod 2012). The parliament passed a law amending the budget allowing the government
summary power to reduce social benefits for certain social categories: Chernobyl veterans, children of war and military veterans. The opposition
claimed this was unconstitutional as it overrode existing legislation but the Constitutional Court decided in favour of the government. Despite this,
individuals whose benefits had been cut launched legal claims in local courts.
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In addition negotiations with the EU over the establishment of a Deep and Comprehensive Free Trade Agreement (DCFTA) as part of a
broader Association Agreement (AA), which had commenced in March 2007, were completed in October 2011. Whilst the lure of access to the single
market was reduced by the prospect of years of low growth in the EU owing to the Eurozone crisis (World Bank 2010, 4), in March 2012 the
government passed a parliamentary resolution calling for the rapid implementation of the DCFTA/AA (Sadowski 2012). However the EU, which
along with Russia is a major trading partner (Figure 5 and 6), only initialled the agreement on 19 July 2012 and stalled the signing and ratification of
the agreement in response to the jailing of Tymoshenko in August 2011 (Sadowski 2012). The DCFTA comprises two elements. Firstly, if signed and
ratified the treaty would liberalise trade involving the lifting of customs tariffs, import quotas and other technical, legal and procedural barriers. For
some goods tariffs would be phased out gradually over up to 10 years and Ukraine has reserved the right to use protectionist measures for up to 15
years (Sadowski 2012). Ukraine would also liberalise regulation of investment and services. Secondly, Ukraine would harmonize economic regulation
(competition law, state aid rules, and public procurement law) with that of the EU. For the EU the DCFTA is intended to provide an external anchor
for western-orientated political and economic reform that would open-up Ukraine for EU exports and capital. In sum the agreement offers progressive
opening of the EU’s internal market to Ukraine as it adopts elements of the EU’s acquis communautaire. This would provide the EU with more
leverage over Ukraine and Ukraine with economic incentives to implement the DCFTA but with no influence over the future development of the EU
(Sadowski 2012).
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Figure 2 Ukraine’s exports of goods and services to EU-27 and Russia, 2004-2011 (% share of total)
Source: Razumkov Centre, 2012, 23

If the EU’s AAs with CEE countries in the early 1990s are any indication it is likely that the DCFTA/AA would be asymmetrical. The
imbalance in economic and political power between the EU and Ukraine meant the EU was able to effectively dictate the terms of the treaty
(Sadowski 2012). Ukraine would have to open its domestic market to EU imports and investment which is likely to give EU companies a competitive
advantage and trigger a new round of industrial restructuring which is likely to increase unemployment. However, whilst trade in the vast majority of
sectors would be liberalised, the EU would retain import quotas to protect certain ‘sensitive’ sectors such as agriculture, steel and chemicals,
industries on which Ukraine depends for over 50% of its exports. The agreement’s rules of origin (in which products which originate in one party to
the agreement but which are then further processed in another party to the agreement count as having originated in the latter party (see Connolly and
Copsey 2011, 546)) are likely to extend EU commodity chains to include existing or de novo producers in Ukraine. Equally, Ukrainian producers are
likely to source more of their inputs from EU suppliers. In this way Ukraine could gradually be integrated into pan-European production systems.
Moreover as exports to the CIS are of a higher sophistication (e.g. machine building) than non-CIS exports (World Bank 2010, 53-4), it is possible
that EU integration would lock Ukraine into lower value-added elements of lower value-added commodity chains. Equally, meeting EU standards
would require significant expenditure by both the state and companies and with the Eurozone crisis and the EU under pressure to moderate its budget
no significant EU funds are likely to appear in the foreseeable future. Therefore in the short term the DCFTA/AA would reduce the competitiveness
of small and medium sized Ukrainian producers which have not yet adopted EU standards (Sadowski 2012).

The IMF-imposed austerity programme generated widespread opposition amongst not only workers but also self-employed entrepreneurs and
small business owners and their employees. In particular the intention to introduce a new tax and labour code resulted in widespread mobilisation in
November-December 2010 (Varga 2012, 7-11). The protests, which included a ‘tent city’ in central Kyiv, were loosely organised by the Assembly of
Citizens’ Organizations of Small and Medium Business which accused the government of attacking the middle class and demanded the dissolution of
the parliament and new elections. The Assembly claimed that:

‘The passing of the Tax and Labor Codes — ill-conceived, hastily prepared documents drafted in the exclusive interest of big business — is
unacceptable, because it prevents millions of citizens from making their earnings honestly and legally, and because it endangers the
freedom of entrepreneurship, leading to the destruction of the middle class, the basis of an independent, democratic and powerful state, and
because it destroys the constitutional right to work” (quoted in Varga 2012, 9).

Whilst the Assembly protested against an increase in the tax burden on entrepreneurs and small business, trade unions protested against the
proposed labour code. The labour code was shelved but an amended tax code was introduced at the beginning of 2011 and anti-tax protestors
continued demonstrating across the country throughout 2011. Also the government’s introduction of welfare reform in mid-2011 triggered anti-cuts
protestors across the country. Varga (2012) argues that the worker militancy and wider social unrest, associated with a growth of communist and neo-
fascist nationalist politics, reflected a deep antipathy among ordinary people towards what were regarded as illegitimate political and commercial
elites.

A nascent developmental state?
As a result of the popular opposition to continued austerity (which translated into a fall in PRU’s opinion poll rating in the run up to October
2012 parliamentary elections) and a slow-down of economic growth, in 2012 the government radically altered its economic policy away from a
market-fundamentalist austerity model towards a nascent developmental state model. There were five major developments in economic policy.
Firstly, in March 2012 the authorities launched a de facto fiscal stimulus. The 2012 budget was amended in April to permit substantial
increases in pensions, increased benefits to low-income families, reimbursements of lost Soviet-era deposits to 6 million people, and state subsidised
mortgages. It was estimated this expenditure amounted to 1.5% of GDP (Kholod 2012, 7). Secondly, the government fundamentally re-orientated its
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trade policy in order to reduce its trade deficit and protect domestic producers. In September 2012 the government invoked article 28 of GATT to
initiate a process of negotiating increased maximum custom tariffs on 371 product categories which had been fixed when Ukraine joined the WTO in
2008. This provoked a strong negative reaction from the US, EU and in total around 50 other WTO members in November 2012 who argued that
Ukraine was abusing article 28 to effectively renegotiate its terms of entry to the WTO and thereby threaten the principles of the trade body. In
response the government pointed to the USA’s long-standing anti-dumping duties on Ukrainian goods and questioned why it should not introduce
analogous measures. Subsequently in early 2013 the government also temporarily raised duties on vehicles imports, which was also questioned in the
WTO, and coke (coal).

Thirdly, in late February 2013 the government launched the State Programme to Revitalize Economic Development in 2013-14. This
programme involved the expenditure of UAH377.7bn (approx. $42bn) on five objectives: improving the competitiveness and investment climate of
the economy by maintaining macroeconomic stability and deregulation; supporting domestic producers and promoting import substitution through
state guarantees and the removal of custom tariffs for capital investment for industrial modernisation and upgrading, as well as agriculture;
development of high-technology sectors (aerospace, automotive, defence, shipbuilding and pharmaceuticals); structural reform of strategic sectors
such as the public sector, infrastructure and communications, energy sector and housing and construction with a preference for domestic contractors;
and, the promotion of exports through economic integration with the EU and the CIS (see Table 1). A key feature of the programme was the
establishment of a State Development Bank planned for 2014 to lend capital to private banks for on-lending to strategic investment projects including
infrastructure. The programme was to be funded by private sector contributions, increased borrowing (state guarantees), privatisation revenues,
improving tax collection by combating tax avoidance by large companies using offshore financial centres to engage in transfer pricing, increased
import tariffs and increases in some taxes and utility tariffs.

Table 1  State Programme to Enhance Economic Development in 2013-14 (UAH bn).

Priority 2013 2014 Total
Improving the competitiveness and investment climate of the economy 0.2 10.2 10.4
Supporting domestic producers and promoting import substitution 20.6 18.9 39.5
Development of high-technology sectors 24.9 19.2 44.1
Structural reform of strategic sectors 162.8 120.8 283.6
Promotion of exports 0.2 0.3 0.5
Total 208.6 169.1 377.7

Source: Economic Pravda (http://www.epravda.com.ua/rus/publications/2013/02/27/363229/ 9/5/2013)

Fourthly, the government sought to wean itself off IMF financial support and associated austerity policies. The president stated that he would
not agree to the IMF’s continuing demand that household gas tariffs be increased by 50% with the result that the IMF loan was formally closed in
December 2012. Whilst negotiations with the IMF continued over a new loan, no agreement had been reached by May 2013. To finance the budget
deficit and to refinance existing debt the government tapped into the liquid Eurobond market, where low interest rates encouraged fixed-income
investors seeking higher yields to purchase emerging market government paper, for example raising $1.25bn in November 2012 in 10-year bonds at
an interest rate of 7.8%, $1bn in February 2013 at 7.625% and $1.25bn in April 2013 at a yield of 7.5%. The government also issued domestic bonds.
Fifthly, the government sought to reduce energy imports particularly gas imports from Russia by encouraging domestic production (including
exploration for unconventional gas deposits and new renewable energy sectors), diversifying supply sources (switching from gas to coal) and
promoting energy efficiency and conservation. As a result Russian gas imports fell 25% in 2012 compared to the previous year significantly reducing
the country’s trade deficit, public sector deficit and foreign currency requirements.

In addition in May 2013 the government sought official ‘observer’ status at the ECU. The ‘American crisis’ followed by Yanukovych’s
election and the formation of the PRU-led coalition government resulted in a shift in Ukraine’s geopolitical/geoeconomic orientation away from the
west towards Russia and Eurasia. Connolly and Copsey (2011, 558) commented that ‘Ukraine ... emerged battered from the global economic crisis,
and thus its position vis-a-vis a weakened but still powerful (and solvent) Russia has worsened’. Facing the large fiscal deficit and the need for an
unpopular increase in the price of gas to households and utilities, the PRU-led government sought to renegotiate the gas contract with Russia.
Yanukovych signed the Kharkiv Accords in April 2010 which reduced the import price for Russian gas by 30% (up to a maximum of $100 per tcm
(IMF 2010, 11) (worth $4 billion per annum) between 2010 and 2019 in return for extending the Russian Black Sea Fleet’s lease of a naval base at
Sevastopol until 2042 (Connolly and Copsey 2011, 554). However the rising price of oil meant that the price of gas increased even taking the discount
into account — at the beginning of 2012 the gas price was $416 tcm (Kholod 2012, 8). At this time Russia and Ukraine also agreed to: encourage joint
industrial development in the fields of aerospace and nuclear energy; develop cultural cooperation, and, align their positions on regional security
issues such as Trans-Dniester Republic. Simultaneously Yanukovych renounced the intention to join NATO and proclaimed in law that Ukraine
would remain a non-aligned state. Ukraine also joined the WTO-compliant CIS Free Trade Zone which was scheduled to commence in 2013 but as
many products were exempt the economic stimulus was expected to be limited.

The ECU was founded by Russia, Belarus and Kazakhstan in October 2007 and a common custom tariff was introduced in 2010 when a
permanent regulatory body was also established (Dragneva and Wolczuk 2012). Subsequently ECU established a Common Economic Space in 2012
and announced its intention to create an internal market, entitled the Eurasian Economic Union (EEU), as of 1 January 2015 with the potential for a
single currency. Unlike previous post-Soviet integration projects, Dragneva and Wolczhuk (2012, 5) argued the ECU was a rules-based future
orientated body with a robust institutional and legal basis (WTO and ECU rules have been harmonized) capable of influencing its member states and
the development of their economies. They also maintain that the structure of the new EEU Commission in which each country will have one vote is
an indication that Russia is willing to adopt multilateralism to achieve its strategic goals in the ‘near abroad’ (2012, 7). Russia maintains that
Ukraine’s full accession to the ECU would: boost Ukraine’s future economic performance including increasing GDP by between 6 and 7% by 2030;
provide access to ECU markets including for agricultural products; modernise and develop Ukraine’s high-technology sectors (such as aircraft
manufacturing, shipbuilding, and defence industries) boosting machine building to 9% of GDP and the share of machinery and equipment to 20% of
exports to the ECU including 7% in aviation equipment by 2030; would diversify the economy; and, enable more equal economic integration with the
EU as a trade bloc at a later date (EDB 2012, 29-30; Dragneva and Wolczuk 2012).

According to the Eurasian Development Bank (EDB), which was established in 2006 by Russia and Kazakhstan as an official regional
development bank to rival the EBRD, Ukraine would be more competitive in the ECU than in the EU internal market and would thus attract more
capital for investment in modernisation which would encourage further exports (EDB 2012, 24). It forecasts that the maximum positive cumulative
effect of Ukraine’s integration with the ECU would be $219 billion between 2012 and 2030 (in 2010 prices) equalling $12.2bn per year (EDB 2012,
24, 30). In addition, Russia has indicated that it would significantly reduce the cost of gas and has threatened retaliatory trade measures if Ukraine
does sign the DCFTA/AA. The EDB calculates that a reduction in the gas price to $180 tcm would reduce Ukraine trade deficit by $7.7bn worth 2.5%
of GDP (EBD 2012, 37). The cut would also boost the competitiveness of Ukraine’s key exporting sectors and would enable the state to reallocate
public expenditure from subsidising gas prices to infrastructural investment. However, if Ukraine joined the ECU it would have to raise WTO agreed
tariffs and pay compensation to trade partners (Dragneva and Wolczuk 2012). In contrast Russia argues that the DCFTA/AA would entail power
asymmetry with the EU, significant costs, and a loss of sovereignty. According to the EDB (2012, 17) if Ukraine signed a FTA with the EU (and the
ECU treated Ukraine as if a European country) exports to the EU would increase 10% whilst imports would increase 15% and total trade with the
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ECU would decline lowering GDP growth by 2.5%. In particular net exports of machine-building products would fall, growth in the production and
exports of metallurgical, chemical and agricultural products would be restricted, and dependence on increasingly expensive energy imports from the
ECU would continue.

Conclusion

Ukraine’s geopolitical location, in which the west and Russia compete with each other for influence, will ensure that the country’s path of
development will likely remain conflicted. It is Ukraine’s tragedy that it finds itself located where two rival centres of power and authority collide and
prevent the emergence of a strong democratic state. It seems unlikely that Ukraine can implement the structural reform needed to emerge either as a
western-looking entrepreneurial state or an eastern-leaning developmental state any time soon. The politics is simply too divisive. For example in
April 2012 a poll found that 38.3% favoured accession to the EU (which is not even an option at the present time) whilst 36% favoured accession to
the ECU with the remainder either antithetical to both economic blocs or could not say (Razumkov Centre 2012, 127). Domestic party politics is
equally conflicted in which the obstructionist populist anti-establishment ‘left’ is essentially market fundamentalist and has been co-opted by western
interests, whilst the party-of-power establishment ‘right’ is more economically interventionist and developmental. However two issues are clear: first,
some fiscal consolidation and reallocation is required to create either an entrepreneurial or a developmental state; and second, whilst emotion and soft
power pulls Ukraine westwards hard calculation should make it look to Eurasia too.
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MPSAMI THO3EMHI IHBECTHIII IK ®AKTOP 3POCTAHHS BAJIOBOI'O BHYTPIIIHBOI'O IMTPOJAYKTY KPATHH TA
AKTUBIBAIII EKOHOMIYHOI'O PO3BUTKY

Cainpak O.B. acucrenr kadenpu "®@inancu" JJondbackkoi qepixaBHOl MaltnHOOYiBHOT akaaemii (YkpaiHa) °

Caigpak O.B. Ilpami ino3emHui inBecTHmii sik (paKTOp 3pOCTAHHS BAJOBOr0 BHYTPIIHBOIO NMPOAYKTY KpaiHM Ta akTUBi3aumii
€KOHOMIYHOT0 PO3BHTKY.

B crarti npoaHanizoBaHO AWHAMIKY 3aly4eHHS NPSIMHUX IHO3EMHHMX IHBECTHUIIH Ta BAJOBOTO BHYTPIIIHBOTO MPOIYKTY KpaiHM Ha NpOTA3i
octanHix 11 pokiB. JloBeneHO, MmO y OLIBIIOCTI MPOAHANI30BAaHUX IEPiOJiB 3pPOCTAHHS IPSMHUX IHO3EMHHUX IHBECTHILIH B YKpaiHy HpH3BENO 10
3pocrans BBII 3a BunsaTKOM Jivime 2009 poky, KOJIM NpsiMi iHO3EMHI 1HBECTHLIT y HOPIBHSAHHI 3 IONepeqHiM pokoM 3pociu Ha 4,54%, a BBII
VYkpainu 3meHmmIocs Ha 3,66%. BuzHaueHo GopMy Ta XapaKTepUCTHKY 3B 513Ky MDK HPSIMHMH 1HO3€MHUMH iHBECTHIISIMH Ta BaJIOBUM BHYTPILIHIM
MPOAYKTOM YKpaiHM Ta 3pOOJICHO BHCHOBOK IIPO T€ IO 3B'I30K MDX MOCIIDKEHHMH MOKAa3HHKAMH iCHye — BiH HpsSMHil Ta BHCOKHM, OJHAK
po3paxoBaHe piBHsHHs perpecii HoTpeOye yTOYHEHHS Ta INPOBEACHHS [OJAaTKOBHX PO3PaxyHKIB 3 BHSBJICHHs IHIINX [OKa3HMKIB BIUIMBY Ha
Ppe3yJIbTaTUBHUN MOKa3HUK.

Kniwouosi cnoea: Tlpsimi iHO3eMHI 1HBECTHIl, BaJIOBUIl BHYTPIIIHIH HPOAYKT, Koe(illieHT KOpessuil, perpeciiHuil aHami3, JUHAMIKa,
€KOHOMIUHHUIT piCT, HASBHICTH 3B’I3KiB, MAKPOEKOHOMIUHI IIOKa3HHUKH.

Ceuapak E.B. [Ipsivble HHOCTPAHHBIE HHBECTHIMH KaK (paKkTOp PocTa BaJIOBOr0 BHYTPEHHErO NMPOAYKTA CTPAHBI U AKTHBU3ALNH
KOHOMHYECKOT0 Pa3BUTHSI.

B craThe mpoaHannM3upoBaHa AMHAMHKA IIPUBJICYCHHMS IPSIMBIX HHOCTPAHHBIX MHBECTHIMI M BAJOBOrO BHYTPEHHErO MPOJYKTa CTPAHBI Ha
npoTspkeHnH nocneaHux 11 sier. JlokazaHo, 9To B OOJNBLIMHCTBE IPOAHAIN3MPOBAHHBIX IIEPHOOB POCT HPSIMBIX HHOCTPAHHBIX WHBECTHIHI B
VYkpauny npusen k pocty BBII 3a uckmodyennem tonsko B 2009 roja, korja npsmMble HHOCTPaHHbIE MHBECTULIMH 10 CPABHEHHIO C MPEAbLIYIIINM
rozioM BeIpociu Ha 4,54 %, a BBIT Ykpauns! cuusuics Ha 3,66 %. Onpeznenens! ¢popMa U XapaKTePUCTHKA CBSA3H MEXIY IPSIMBIMU HHOCTPAHHBIMHI
WHBECTHLMSIMH M BAJIOBBIM BHYTPEHHHM IIPOAYKTOM YKpaWHbl M CIEJIaH BBIBOJ O TOM, 4YTO CBSI3b MEX/Iy HCCJICJOBAHHBIMH I10Ka3aTe/SIMU
CYILIECTBYET - OHA NpsAMasi ¥ BBICOKas, OJHAKO PACCYUTAHHOE YPaBHEHHE PErpeccHU TpeOyeT YTOUHEHHs U IPOBEICHUS TOMOIHUTEIbHBIX PACUeTOB
T10 BBISIBJICHHIO JAPYTUX MOKa3aTeNel BO3ACHCTBUS Ha Pe3yIbTATUBHBIN [OKA3aTelb.

Knrouegvie cnosa: npsiMble MHOCTPAHHBIC WHBECTULH, BAJIOBBIH BHYTPEHHHIl IPOIYKT, KOI(POHIMEHT KOPPEISILHH, PErpecCHOHHBIN
aHaJIu3, JMHAMHKa, SKOHOMUYECKHII POCT, HAJIMYHE CBA3CH, MAKPOIKOHOMUYECKUE ITOKa3aTelH.

Svidrak O. Foreign direct investment as a factor of growth of gross domestic product and enhancing economic development.

The article analyzes the dynamics of attracting foreign direct investment and gross domestic product over the past 11 years. Proved that in
the majority of the analyzed periods increase in foreign direct investment in Ukraine has led to the growth of GDP except only in 2009, when foreign
direct investment compared with the previous year increased by 4.54 %, and Ukraine's GDP fell by 3.66 %. Determine the form and characteristics of
the link between foreign direct investment and gross domestic product of Ukraine and concluded that the relationship between the indices studied
there - it is straight and tall, but the calculated regression equation requires clarification and additional calculations to identify other indicators of
impact on productive indicator.

Keywords: foreign direct investment, gross domestic product, the correlation coefficient, regression analysis, the dynamics of economic
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