PROBLEMS AND PROSPECTS OF THE EUROPEAN INTEGRATION OF UKRAINIAN ECONOMY

Shynkar V. A.
Uzhhorod National University, Ukraine
Roshko S. M.
Uzhhorod National University, Ukraine

Introduction. The European integration, declared as a strategic goal for Ukraine’s development, is both a foreign economic vector and a guideline for the values of the entire Ukrainian society. Today, Uraine’s integration into the EU is promoted by governments of all levels and supported by the overwhelming majority of the Ukrainian population. However, there are many difficulties of both objective and subjective nature in this strategic direction of the country’s development. The solution of these problems depends not only on Ukraine, but also on certain external factors that are beyond its borders. The article analyzes the state of political and economic relation between Ukraine and the European Union, and the main causes of political and economic problems that have arisen in the EU. Particular attention is paid to the macroeconomic problems of modern Ukraine. Conclusions are made on the need for balanced political and economic decisions, on which the prospects of Ukraine’s EU integration depend.
The reality of the European integration of Ukraine calls forth an in-depth analysis and comparison of the legislative, economic, social and other aspects of the country’s cooperation with EU partners, as well as the assessment of their compliance with Euro-integration principles.

Problem statement. The goal of the article is to analyze the current state of relations between Ukraine and the European Union, and, on the basis of this analysis, to adjust Ukraine’s position on European integration prospects.

Research results. The beginning of the visa free regime and full entry into force on September 2017 of the Association Agreement between Ukraine and the European Union have become the greatest European integration achievements in the entire independent history of our country. In recent years, understanding of the European integration has undergone significant fundamental changes.

Our country has succeeded in reforming a number of important areas, which is an essential part of the EU requirements. In particular, a number of legislative acts have been approved. In 2018, the EUR 50 million financial assistance to Ukraine from the EU will be provided within the framework of the Energy Cooperation Agreement [1]. The first step has been made towards approximation to digital standards and the reform of electronic digital signature (Electronic Trust Services Act). Significant progress has been made in the legislative part of the reform of the food safety system. Thus, two laws on state control in this area have been adopted. Also, an important law on environmental impact and the integration of economic policy in this area (the law on the environmental impact assessment) have been adopted. A legal framework has been established for the implementation of international standards in accounting and financial reporting, as well as auditing activities (two relevant laws have been adopted) [2].
At the same time, the implementation of Ukraine’s European integration aspirations is accompanied by certain difficulties. The progress of the country’s EU integration is hampered by both external and internal factors. The externalities are related to the current state of the European Union that is experiencing a serious crisis of quantitative and qualitative growth of the community. On the other hand, internal factors include confrontation within power structures, lack of personnel and financial support for carrying out the European integration process. Furthermore, Ukraine has not created an efficient market economy, there is no effective fight against corruption, neither a policy to ensure independence and transparency of the judiciary. In addition, all this takes place in the conditions of Russian aggression that has brought great material, human and moral losses.

It is worth noting that  during the period of Ukraine’s independence its share in the world economy has decreased threefold. According to World Bank forecasts, in 2018 Ukraine’s GDP will increase by 3.5%, and will grow by 4% each year in the next two years. This means that the economic breakthrough is not to be expected [3]. Ukraine’s external debt is 83% of GDP. Divided by the population, this debt will be USD 1,8 - 1,9 thousand for each Ukrainian. According to the Maastricht criteria, the national debt should not exceed 60% of GDP, while exceeding this level is a sign of serious macroeconomic imbalances [4]. 
In our country, a destructive economic model has emerged. Thus, the share of industry in the structure of the economy is decreasing, while the share of manufactured goods with low added value is increasing. For example, the share of industry in the GDP in 2008 was 33.6%, while in 2016 it was 16.7% [5]. As a result, there is a high level of de-industrialization, high currency risks and a balance of payment which is extremely sensitive to the situation in the international raw materials markets.

In the context of the foregoing, Ukraine has major problems in the process of the European Union integration. Johannes Hahn, Commissioner for European Neighbourhood Policy and Enlargement Negotiations, believes that the candidate countries should be ready to join the EU. In particular, he said: "We must act purposefully so that everybody understands that a new member is very valuable, and not an object of additional expenses " [6].
The preparation and entry into force of the Association Agreement between Ukraine and the EU contributed to some positive tendencies in the relations between our country and the European Union. The EU has allocated EUR 12 billion in aid for Ukraine in the last three years, including EUR 3.4 billion of macro-financial assistance, which is unprecedented for the EU. Also, a grant of EUR 200 million was provided. This amount is higher than the financial support of any of the neighbouring countries. Also, the Ukrainian civil service reform is being carried out with the financial support of the EU worth EUR 104 million [7]. Trade relations between Ukraine and the EU countries have also developed and deepened. The share of Ukrainian total exports to the EU countries is 40% or USD 15.9 billion as compared to USD 39.5 billion in January-November 2017 [8].

However, there are certain economic and legal factors that restrain the potential of the EU-Ukraine Association Agreement. Among these factors the following can be distinguished:

1. 1. Insufficient legislative activity on the implementation of the EU legal acts in the Ukrainian legislation. Monitoring the implementation of the 2016 agreement shows that only 36 of the planned 126 EU directives were implemented in the relevant period. According to Ukraine’s commitments, it should implement about 350 EU legal acts in its national legislation, 180 of them by the end of 2017 [9].

2. Low openness level of the EU sales markets for Ukrainian business entities due to small volumes of duty-free quotas. This is evidenced by the unsatisfactory indicators of import and export of goods between Ukraine and the European Union with the tendency of import growth. In particular, in the period of 2014-2016, the dynamics of the current account deficit of the balance of payment was as follows: USD 4.6 billion in 2014, USD 1.7 billion in 2015; in January-September 2017 the current account deficit amounted to USD 2.1 billion. [10].

3. Certain provisions in the text of the Agreement, the implementation of which creates certain risks for national economic interests. In particular, Article 4 of the European Parliament Resolution states that where a product originating in Ukraine is imported on terms which cause, or threaten to cause, serious difficulties to Union producers of like or directly competing products, Common Customs Tariff duties under the Association Agreement on such products may be reintroduced at any time. In addition, the Resolution provides that in the event of insufficient progress in combating corruption, deformation of competition or introduction of additional customs duties and restrictions on imports, disrespect of democratic principles, human rights and fundamental freedoms, preferential arrangements may be temporarily suspended or abolished. [9].

The practical fulfillment of the starting tasks of the European integration policy of Ukraine and its actual entry into the European integration area, in particular, the associate membership in the EU political system and the official accession to the fee trade zone as part of the EU economic system, require the analysis of numerous challenges that have arisen in the institutional reform of the European Union.

In the European integration process, there should be awareness of the natural (objective) contradictions in the European Union, progressive structural changes and those elements that have already exhausted their resources and are therefore receding into the past. French President Emmanuel Macron said that the EU is facing not only Brexit, but also Frexit (French exit) if there will are no reforms [11]. The European Union officially recognizes the systemic crisis of the unification and the inevitability of profound reforms. These reforms have been formulated in two main directions: 1) the adoption of the European Constitution to create the United States of Europe, a superstate on its basis; 2) a conceptual model of the EU reform based on multi-speed integration, that is, the unification of European countries that are at different stages of their economic development. This model is most adequate to the interest of Ukraine.

Conclusions. The need for the European integration is supported by the majority of the Ukrainian population. Today the implementation of the EU-Ukraine Association Agreement is extremely important. This is relevant in several aspects. Firstly, the implementation of the Agreement affects the level of  reforms in Ukraine. Secondly, the efficiency of implementation of the commitments is an important argument for the European side regarding the real interest of Ukraine in the EU integration. Thirdly, based on the results of the Association Agreement implementation, the European Union has the opportunity to provide or restrain further incentives for Ukraine. This aspect gains paramount importance in the light of optimization of Ukraine’s relations with the EU.
In Ukraine it is increasingly believed that integration into the European Union can become a unifying nationwide idea. In principle, this is possible under the following conditions: 1) the authorities should implement an open, transparent, understandable European integration policy, live and govern the country according to European norms and standards; 2) citizens should be well informed about the advantages and risks of joining the EU, as well as feel the concrete positive results of the implementation of the European integration policy.

The prospects for further research in this area may include the analysis of Ukraine’s potential in terms of redistribution of the influence of centers of economic interests as a result of changes in the geopolitical situation in Central and Eastern Europe.
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