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Abstract. The top oil and gas producer Algeria with a huge land area is of strategic
importance for Europe because of the proximity to this continent. However, this country remains
frozen in time with undeveloped oil-dependant economy, considerable state subsidies and
omnipresent security apparatus. Being surrounded by unstable Tunisia, Libya, Niger, Mali, and by
regional adversary Morocco, Algeria has no choice but to devote considerable funds to defense
purposes. It is important to state that such budget allocations were acceptable when international
prices of crude oil were substantial. Now, in order to fulfill various social obligations, the
government has to use extensively forex reserves. The former President Abdulaziz Bouteflika had
been ill since 2012 and the country was clandestinely ruled by the alliance of his brother Said,
Bouteflika, party leaders of National Liberation Front and the military brass. Today after the
People’s revolution of 2019 they have to make a choice — to continue with the current policy of de-
facto military rule and face another revolution or slowly liberalize from the top. The author makes
an attempt to analyze how Algeria is trying to cope with the most recent challenges without major
reforms.

Key words: Algeria, Morocco, the Russian Federation, China, subsidies, oil and gas,
military spending, pipeline, reforms.

AHOTAWiA. Anocup i3 KOJIOCANbHOW Niowelo mepumopii Mae 6axiciuee 3HAUEHHs K
BUpOOHUK Hagmu 1 eazy, aoddce 6in posmawioganuu nopyy iz €eponoro. Oouax ys Kpaina
nPOO0BICYE ICHY8amuU HiOU Y MUHYIOMY, 0YOYYU HEOOCMAMHLO PO3BUHEHONW | NOKIAOAIOYUCHL HA
eHep2OHOCIL, cyOCUOli 0N WUPOKUX 8ePCME HACENeHHs MA HA NOMYMCHULl Oe3neKosutl anapam.
Ilepebysarouu 6 omouenni Hecmabinonux Tyuicy, Jlisii, Hicepy, Mani i 201061020 pezioHanbHO20
cynepuuxka Mapokko, anicupcoka RNOLIMUYHA enima He MA€E IHWo20 68ubopy, OKpim sK

4


mailto:pavloi@yahoo.com
mailto:pavloi@yahoo.com
mailto:pavloi@yahoo.com

Axmyanoni npobaemu midxcHapoorux sionocus. Bunycek 140. 2019.

npoo08ICY8aAmuU NOIMUKY 3HAYHUX 0OOPOHHUX 8UOAMKIG. Alle 8apmo 3a3HaAuUmMu, WO 80HA MO21A
sumpavamu yi Kowmu 06e3 0oMedxncensb, Koy YiHu Ha Hagmy Ha C8imoeomy PUHKY OVIU BUCOKUMU.
Huni ons moeo, wob6 euxonamu coyianvhi 30008’s13auHs, Ypady 00800UMbCS poOUmMU 3HAYHI
3aN03UdenHs 3 3010MoBantomuux pezepsis. Konuwmnitl Ilpezuoenm Aooynaziz bymegnixa mae nusky
cepliosHux 3axeoprosans 3 2012 p., momy Kpainoio 8i0 1020 imeni hakmuuno Kepysanu 1io2o bpam
Caio Bymedghnixka, napmiiini ¢yukyionepu @Ppoumy Hayionanenoco Buzeonenns, a marxooic
enausosuti eeweparimem. llicna pesonoyii 2019 p. 6omu nosunni 3pooumu 6ubip. uu
NPOO0BAHCYBAMU HUHIWHIO NOJIMUKY | NPOBOKYBAMU YUM CAMUM Wje 0OHY HAPOOHY PesoNioyilo, YU
30UCHUMU NOBLILHY NiOepanizayito NOIIMUYHO20 MA eKOHOMIYHO20 HCUMMSL GIACHUMU cuiamu. Y
ce0ill cmammi asmop 3’AC08Ve, AK Andcup HAMA2AEMbCA 6NOPAMUCS 3  PIZHOMAHIMHUMU
BUKIUKAMU Oe3 NPO8edeHHs. OOKOPIHHUX NepemEopeHb.

KumrouoBi ciaoBa: Anowcup, Mapoxko, Pociticoka @eodepayis, Kumau, cyocudii, nagpma ma
2asz, suoamxu Ha 060poHy, mpyoonposoou, pegopmu.

AHHOTAUMAA. Amicup ¢ KOLOCCANbHOU NAOWAObIO MEPPUMOPUU  UMeem  8AdNCHOe
cmpame2udeckoe 3HaAYeHue KAk KPYNHbuIL Npou3eooumenv Hepmu u 2aza Ha ceeepe Agpuxu,
Komopwlii pacnonodcen Hedanexo om Eeponvl. Oonaxo on npooonsxcaem cywecmeosams Kaxk Ovl 6
npouLIomM, OYOYYU OMHOCUMENLHO OMCMANO CMPAHOU U ONUPASCH HA IHEPSOHOCUmMeNU, CyOCuouu
015 WUPOKUX CllOe8 HACENeHUs, a MaKjice Ha Mowusll annapam 2ocbezonachocmu. Haxooscw 6
oKpyorceHuu HecmabunvHuix Tynuca, Jlueuu, Hueepa, Manu u ceoezo 2nagnoco 2eonoaumuyeckozo
conepruka Mapokko, Amicup He umeem UHO20 6blOOPA, KpoMe NPOOOINCEHUS NOTUMUKU
CYWeCMBEHHBIX OI00MCEMHBIX pacx0008 Ha o0Oopony. Ho crnedyem noouepknyms, umo cmpaua
MO2A UCNONL3068AMb CPedcmea be3 02PaAHUYeHUll, K020d YeHbl Ha Hepmb Ha MUPOBOM PbIHKE Obliu
gvicokumu. Hoine 0nst mozo, umoowl 6bINOIHUMb C8OU COYUATIbHBIE 005A3AMeNbCMEd, OHA OOJIHCHA
3aUMCmMe08ams pecypcvl U3 3010Mo8aAIOMHbIX pe3ep6os. Ilpezudenm Aboynazusz Bymegauxa Ovin
msceno 6onen nawunas ¢ 2012 2., nosmomy cmparnoti om eeo umenu ynpaensinu opam Caud
Bymedgnuxa, napmuiineie gynkyuonepvr ®@ponma Hayuonanvrnoco Oce0b6oimcoenus, a marxoice
GIUAMENbHBIL 2eHepanumem. B Konye KoHY08, OHU 00IHCHBL COeNamb 8bl00p — UNU NPOOOIHCAMb
HOIHEWHIOI NOIUMUKY U NPOBOYUPOBAMb IMUM CAMBIM euje 00HY HAPOOHYIO DeBONIOYUIO, UIU
ocyujecmeums NOCMeneHHyo 1ubepaiu3ayuo NOJUMU4eckol U 9KOHOMUYECKOU HCUSHU «CBEPX)Y,
cobcmeennviMU cunamu. B cmamve agmop nvimaemcsi omeemums Ha 80NPOC, Kak Anxcup moicem
CHPAsUMbCs C PA3TUYHBLIMU 8bI308aMU O3 0CYWECMENeHUS BANCHBIX NPE0OPA308aAHULL.

Kurouesble cinoBa: Anocup, Mapoxxo, Poccutickas @edepayus, Kumaii, cyocuouu, Heghmo
U 2as, pacxoovl Ha 0O0POHY, MpPYOONPOBObL, pedhopmbi.

The current problem. Algeria is the largest African country with considerable oil and gas
deposits. However, as the rest of North African neighbors, it faces challenges of prevailing and
inefficient state economy, restless young and unemployed population, the necessity of food import
in huge volumes and the omnipresence of military officers in public life. Algeria that had
experienced a violent civil war between 1992 and 2004, luckily avoided the events of the “Arab
Spring”, but people are impatiently waiting for radical political and economic reforms from the old
establishment. Are the Parliamentary elections of 2017 and subsequent People’s Revolution that
brought down only President Abdulaziz Bouteflika and his inner circle can be considered a game-
changer or the situation will remain the same?

The author believes that oil-rich Algeria, where ruling elite created a vicious circle of
subsidies and overwhelming reliance of the population mainly on state employment, should
immediately undertake the number of liberal reforms in the fields of mining extraction, oil industry,
agriculture and tourism (visa regime) in order to attract international investors and remain
competitive in comparison with Morocco.
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The aim of the article — to find out why since 1962 Algeria is ruled by the same political
elite, what are the main internal and external regional consequences of this and what is the capacity
to change.

The analysis of the latest publications. The sources of information, accessed by the author,
are derived from regional mass-media outlets “African Business”, “Med Africa Times”, “The North
Africa Post”, “Middle East Monitor” and “Al-Monitor”. Several Ukrainian writers like
P.Bovsunivskyi, I.Krasnyuk, V.Makuh and S.Troyan devoted their scientific works to the issues of
the «Arab Spring» or to the policy of the EU towards the Maghreb in general, but did not pay
particular attention to Algeria as a separate country. The Russian scientist E.Bugucharskiy claims
that in 2001 Algeria became the very first strategic partner of the Russian Federation among all
Arab countries and since 2006 both sides intensified their military cooperation, what led to
considerable expenses of Algerian budget [Bogucharskiy, 2008: 123-136]. M.Kurakin points out
that during the “Arab Spring” A.Bouteflika cancelled the state of emergency that has been in place
since 1992 as well as import duties for essential goods. Those measures were necessary to calm
down the situation, but low oil and gas prices may endanger the stability of the country in the long
run [Kurakin, 2016]. On the other hand, there are no scientific works on the post-Soviet space that
provide a comprehensive overview of Algeria’s foreign and internal policies.

The text of the article. Algeria is the largest country in Africa with a land area of 2,38
million square kilometers. Many inner districts are occupied by lifeless sands of the Sahara Desert
and the hills of the Atlas Mountains. It shares borders with all state actors of North Africa with the
exception of Egypt, and strategically situated to sell oil and gas straight to southern regions of
Europe. With 41,7 million residents Algeria is competing for the sake of regional leadership with
the neighboring Kingdom of Morocco [3].

The country is characterized by significant Berber minority, since at least 13 million citizens
are Berbers that speak Tamazight. In 2002 it was adopted as the national language of the Republic
and introduced in schools. Later, in 2016 the Parliament proclaimed Tamazight as the official mean
of communication on a pair with Arabic for the use in state documents and governmental
institutions [4].

Algerian economy heavily relies on the export of gas and oil. Those commodities account
for the lion’s share of state revenues and totally dominate in foreign trade. The country remains the
third largest supplier of gas to Europe after the Russian Federation and Norway. In 2018 it sent
abroad 51,5 billion cubic meters of natural gas [5]. Moreover, Algeria was the first in the world to
export LNG commercial cargo following the opening of the “Arzew” plant in 1964 and today such
type of gas transportation provides a great flexibility. During the same year British ship “Methane
Princess” for the first time carried Algerian lignified gas from the port plant “Camel” in Algeria to
Great Britain and thus introduced a new epoch in the world of energy [6]. Today Algeria is only
world’s 9™ largest exporter of LNG with 10,3 million tones, since it is located too far away from the
top East Asian markets of Japan, China and South Korea [7].

Algeria also possesses some 12,2 billion barrels of crude oil. Hassi Messaoud in the East is
the most promising area in the country, since it provides the largest share of production and directly
supplies the largest oil refinery “Skikda” with the capacity of 355 thousand barrels per day. This is
important, if to take into consideration that together all six refineries of Algeria produce oil-related
products from 651 thousand barrels of crude oil. In general, in 2018 local and foreign corporations
extracted some 1 million barrels per day and sent abroad 571 thousand barrels [8].

The biggest African state company is Algerian “Sonatrach” with 120 thousand employees. It
was created in 1963 in the wake of the independence and today controls 80 per cent of oil and gas
production in Algeria. Under local law, this enterprise should be the owner of 51 per cent stake in
joint ventures, while foreign multinationals are responsible for exploration, initial drilling of oil rigs
and construction of pipelines as minor partners [9]. As a result, there are a number of Western,
Russian, African and Chinese companies in this field of economic activity, but they are only
assistants of “Sonatrach”.
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Agriculturally Algeria can be divided into two zones: northern coastal plain with a mild
Mediterranean climate and hot windy lands of stony Sahara to the South that are not suitable for
cultivation with predominantly date palm trees growing in a few desert oases. Both wheat and
barley are grown mainly in northern regions, but only 3 per cent of land area of the whole country is
arable, what defines the need to import the foodstuff like beef, milk and grains at a large scale [10].

Algerian soils are saturated with phosphates, iron ore, limestone and clay, but only
phosphates represent the most promising mineral, because they are found in abundant North African
belt that includes Morocco and Western Sahara. The reserves exceed 5 billion tones and agricultural
countries like India, China and Indonesia are interested in this rock that is crucial for the
development of agriculture [11].

Shockingly enough, Algeria, situated so close to Europe, does not develop international
tourism. The old town of Algiers, known as Kasbah, was declared a World Heritage site by
UNESCO in 1992 because of the concentration of traditional old white-washed houses and mosques
on the mountain near the Bay. There are also some French white colonial buildings in two central
streets running parallel to the coast of the capital. Some important Roman ruins in Tipaza, Timgad
and Djemila are also worth visiting outside Algiers. The historic city of Ghardaia located 600
kilometres to the South from the coast is regarded as “The Door of the Desert” and entry point to
several traditional fortified towns in M’zab valley known as ksours. In general, 6 cultural and one
mixed zone in this country are under the protection of UNESCO organization as World Heritage
sites [12].

Despite this, tourist industry of Algeria is suffering because of several factors. The civil war
of 1992-2004 forced international tourists to stay away from the most dangerous country in the
region. Subsequent events of the “Arab Spring” of 2011 in neighbouring Libya and Tunisia also
added to a bad publicity of North Africa. Because of the “oil curse” and reliance of growing
population on the state employment, Algeria, like many other oil-dependent countries in developing
world, has failed to create a vibrant and competitive private sector of owners of small and medium
hotels. As a result, it is next to impossible to find a decent private accommodation with a moderate
price. The country with 100,000 available rooms attracted only 2,7 million tourists in 2017
[Doggrell, 2018]. The data for 2018 is not available. As we all know, in 2019 Algeria faced another
revolution, what hindered the development of this industry even more.

Moreover, from the personal experience one should say that Algeria practices a restrictive
visa regime because of hostile neighbors and the threat of Islamic fundamentalism. French language
is the most popular in the country and only some people speak English. The official exchange rate
of convertible currencies to Algerian Dinar remains unfavorable and many tourists are trying to get
local currency at black market. As a result, foreigners are visiting in hordes Morocco and Tunisia,
but stay away from more striking Algeria.

Despite all this, Algeria enjoys one of the largest defence budget in Africa, which exceeded
in 2018 9,6 billion dollars. Simultaneously the main regional competitor Morocco allocated a
modest amount of 3,5 billion [14]. Why to spend so much while the country is suffering from
numerous economic problems? Back in 2011 NATO-led military campaign in Libya created the
instability in the region with bordering countries of Egypt and Algeria as the main victims of it. The
weaponry of Muammar Qaddafi’s armed forces were robbed by different militant groups and
smuggled to the rest of the Maghreb. Southern neighbours of Algeria Mali and Niger are considered
the hotbeds of Islamic fundamentalism. As a result, a tense geopolitical situation forces Algerian
leadership to keep numerous forces in border areas. Moreover, the defence budget is likely to
remain at the same level, since this country continues to compete for the sake of regional leadership
with Morocco.

Considerable oil prices on the world market in 2003-2014 helped Algeria to amass the
largest currency reserves in Africa. However, the subsequent drop in the value of energy
commodities in 2014, unabated population explosion and the need to finance a huge security
apparatus along with regional arms race forced the political leadership to spend heavily in order to
save the stability of the country. Back in 2014 Algeria boasted 193 billion dollars of forex reserves,
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but in March of 2019 this amount was equal only to 75 billion dollars [15]. The value of national
currency Algerian Dinar also continues to decline at a quick pace because of the growing trade
deficit and decreasing reserves of Central Bank.

So, what is the mystery of relative political stability in Algeria and the absence of regime
change after the “Arab Spring” that was typical for the country until 2019? Probably the painful
experience of “Dark Ages” of civil war of 1992-2004 with 200,000 casualties, a huge and
omnipresent state security apparatus along with generous food and gasoline subsidies temporary left
Algeria out of trouble. Algerian police force with 209,000 members was among the largest in the
world and even exceeded the French counterparts that fielded 143,000 policemen or Morocco’s
police apparatus with 46,000 law-enforcers [Gustafsson, 2016].

Moreover, the former President Abdelaziz Bouteflika, who also was a legendary Minister of
Foreign Affairs of the post-colonial Algeria, was widely respected by population for the peaceful
settlement of civil war. Till the second of May of 2019 he served his record fourth term despite the
stroke in 2013 and inability to move on his own. His younger brother Said was considered the force
behind the throne to reckon with. The majority of state positions in Algeria were occupied by the
representatives of the “old guard” — politicians, who carried out the struggle for independence from
France. During Parliamentary elections of 2017 the National Liberation Front together with allies
won 261 seats out of 462, what allowed the ruling political party to continue the current policy of
regime’s conservation [17]. But the dissatisfaction of the population kept growing. In August of
2019 the country celebrated 25" week of mass protests, because local people are demanding the
release of all political prisoners, the disappearance of generals from political life as well as free
and fair elections of the President [18].

The protesters are emboldened by a sudden victory of national soccer team in Africa Cup of
Nations in July 2019, what forced much more young people to take to the streets in order not only
to celebrate this historic event, but also to demand the change of regime and to protest against
rising levels of unemployment [19].

In regional dimension Algeria has the most important bilateral relations with Morocco.
During the Cold War Algerian political elite tried to project the influence via Non Alignment
Movement (NAM) and was relatively hostile towards France and the USA — the oldest ally of
Morocco since 1777 [20]. Moreover, as it is widely known, Algerian leaders traditionally supported
the liberation movement of Western Sahara “POLISARIO”, probably believing that independent
Saharan state would be in the position to provide Algeria with a direct link to the Atlantic Ocean,
substantial deposits of phosphates and rich fishery grounds in cold waters of the Canary Current.

Both neighbours share 1559 kilometres of borders that are closed to traffic since 1994, when
Morocco introduced a temporary visa regime for Algerians after the bombing of “Atlas Asni”
Hotel in Marrakesh and Algerian leadership replied by shutting down border passes [21]. The Arab
Maghreb Union (AMU), created in 1989 in order to promote regional integration, does not function
efficiently because of the tensions between Morocco and Algeria as well as Egypt’s geopolitical
orientation towards Europe, the Middle East and relations with Ethiopia. As a result, the volume of
trade exchange in North Africa constitutes only 3 per cent of the global trade of AMU members
[Abinader, 2017]. In general, Algerian leadership is afraid of competition from more diversified
economy of Morocco that is famous as a giant site of outsourcing for European factories.

The former President Abdelaziz Bouteflika also accused Moroccan side of turning a blind
eye towards the pressing issues of hashish proliferation from the Rif Mountains to Algeria as well
as smuggling of Algerian gasoline to oil - poor Morocco and tourist hotspot Tunisia. Algeria
probably loses 2 billion dollars a year due to the contraband, since the price of gasoline is heavily
subsided for Algerian consumers and market-free in Morocco and Tunisia. It is estimated that 600
thousand cars in both neighboring countries are running on smuggled Algerian petroleum [23].

Such a long-lasting hostility causes the arms race between neighbours. Along with Egypt
and Tunisia, Morocco is the one of three major non-NATO allies of the USA on the continent, and
therefore heavily relies on sophisticated American weaponry like some 200 “Abrams” M1A1 main
battle tanks as well as 24 F-16 “Block 52 fighters [24].
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In order to win the arms race with Morocco, Algeria developed a special relationship with
the Russian Federation that remains the principal supplier of tanks, attack helicopters and fighter
jets. Back in 2010 Russia sold 185 tanks T-90SA with “Shtora - 1” jammers and in 2014 both sides
agreed to assemble additional 200 tanks T-90SA in Algeria. As a result, the country became the
second largest foreign operator of T-90s in the world only after India. The Russian leadership also
agreed to write off 4,74 US billion debt, inherited by official Algiers from the Soviet Union, in
order to help this African country to purchase expensive Russian military hardware in increased
numbers [Saunders, 2015].

Moreover, Algerian army has ordered 1500 units of the best Russian anti-tank laser-guided
missiles “Kornet”-EM that may prove extremely dangerous for relatively outdated Moroccan
«Abramsy tanks. 28 vehicle-mounted “Kornets” on the chassis of «Tiger» vehicles were also
delivered and more are expected. «Tiger» jeeps with the top speed of 125 km per hour are suitable
for the warfare in the desert and will introduce a high maneuverability in combat situations against
heavy American tanks [26].

In order to improve the security of unstable borders, tens of advanced Russian helicopters
Mi-28NE “Night Hunters” were also purchased. Thus Algeria and lIraq are considered early
international customers of the Mi-28NE helicopters with confirmed orders of 42 “flying tanks” for
Algerian side. The advertisement of the capabilities of those machines was made during the civil
war in Syria and they can be used against tank formations, what in principle can contain Morocco
[27]. It is known that such helicopter with 30-mm cannon is capable of carrying laser-guided air-to-
ground missiles and can be useful in patrol missions in desert areas near borders of Libya, Tunisia,
Niger and Mali. It will add to the firepower of Algeria that already uses some 35 Mi-24 helicopters
[28].

In the diplomatic field Moroccan King Hasan Il made life harder for himself with the
occupation of Western Sahara in 1975 and today the African Union considers the question of the
status of this territory as the last unresolved colonial problem in Africa. Therefore Morocco was
relatively isolated on the continent with influential Algeria and South Africa deadly set against the
return of official Rabat to the ranks of the African Union (AU). However, quite unexpectedly King
Muhammed VI succeeded in bringing the country again to the ranks of the organization in 2017
after 33 years of absence. Historically the majority of Moroccan FDI went into Africa and
Moroccan ports were considered as convenient middlemen for transit trade of African countries
with Europe, what to some extend explains this sudden move of the AU [Lamin, 2017]. The same is
true for Moroccan airport of Casablanca that is widely known as a major hub of flights between
West Africa, where local airlines are understaffed and represented by only several narrow-body jets,
and Europe. With 9,7 million passengers or 43 per cent of all visitors handled in the country in
2018, the airport is considered the most important transit zone for international flight passengers in
Morocco [30].

Moreover, “The Phosphate Diplomacy” also played the key role in this process, since the
Kingdom invests considerable funds into the construction of huge fertilizer plants in influential
African countries and Moroccan fertilizer company “OCP” controls subsidiaries in 14 state actors
on the continent. Morocco with 70 per cent of world’s share of phosphates is well placed to assist
agricultural revolution in Africa, where economies remain traditional and too many people are
working in the fields [31].

However, aforementioned factors do not mean that Algeria and Morocco are totally hostile
towards each other. For example, Morocco provides the transit of the “blue fuel” to Spain and
Portugal, because the country is situated geographically closest to Europe in Africa with only 14
kilometres broad Gibraltar Strait dividing both continents. This “Maghreb - Europe” project was
introduced in 1996 and today supplies the gas with the help of 1400 kilometres long pipeline from
Algeria to Spain via Moroccan waters of the Strait of Gibraltar, connecting Spain, as a major
customer, and Portugal, as a minor one, with Hassi R’Mel gas field. 539 kilometres of pipelines are
situated in Morocco [32]. The Kingdom gets 500 million cubic meters of gas as the payment for the
transit, what constitutes around 50 per cent of annual local consumption. The agreement expires in
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2021 and all sides are eager to prolong it [33]. The Kingdom remains an attractive destination for
Algerians that lack the access to relatively cold and dark-green waters of the Atlantic Ocean and
live in rocky areas near Algerian capital, where beaches are limited. However, the official statistics
concerning tourist traffic between both countries is not available.

In order to remain competitive against Morocco, Algerian political elite needs a rich
sponsor, capable of financing and implementing different economic projects. China is free of
political considerations and negative colonial history in Africa and thus suited to contribute to
Algerian development. In 2014 both countries proclaimed Comprehensive Partnership in order to
highlight the celebration of the 55" anniversary of the establishment of diplomatic ties and in 2018
China was considered the largest trade partner of Algeria with the volume of bilateral trade
exchange exceeding 9,1 billion dollars [34].

The PRC has become the principal trade partner of Algeria, since it strives to dominate in
the economy of the largest state actors on the continent. At the same time, the relations with official
Beijing are important to Algerian leadership in several other respects. First, as it is widely known,
this Asian giant has the cheapest steel and aluminium and accounts for the lion’s share of their
global production. Algeria, as the country with extensive housing program for young and restless
population, constantly requires the products of metallurgy. Second, considerable Chinese funds can
be useful for Algerian economy in times of low oil and gas prices, since Chinese companies have a
profound expertise in the field of construction of railways, ports and even religious buildings in
Africa. Moreover, it is important to take into consideration the unfavourable business climate of
Algeria for private investors from the US and Western Europe that forces the country to heavily rely
on Chinese state investments. Finally, China — is the world’s top provider of tourists and Algerian
authorities know that Chinese citizens are unlikely to cause any security problems.

As it happens often in developing world, the Chinese leadership is engaged in a charm
offensive, connected to construction of symbolic buildings. For example, back in 2012 it donated 40
million dollars for the first Opera House in Algeria for 1400 spectators. This venue also can be used
for musical concerts and other cultural events and represents an important symbol of bilateral
friendship [35]. Moreover, in 2012 “China State Construction Engineering Corporation”
commenced the construction of a huge Mosque “Djamaa El Djazair” in al-Mohammadiya coastal
area of Algiers, intended to create the building of more grandeur than famous Mosque of Hasan 11
in Casablanca (Morocco) for 100,000 people. This religious building is spacious enough to host
120,000 devotees and the library with one million books [36]. Today visitors, travelling from
International airport of Algiers towards the city centre, can see this giant of architecture near the
Bay of Algiers. The construction of the world’s third largest Mosque was completed in the spring of
2019 and significantly improved the profile of Chinese corporation. The most unusual part of the
mega structure is the minaret that is 265 meters high and is taller than the one in the Mosque of
Hasan 1l [37]. For Chinese leadership the project of such scale and religious importance is an
excellent opportunity to display the sophistication of own construction industry and attract new
customers from Africa.

The strategic port EI - Hamdania in Cherchell is situated 50 kilometres to the West from the
capital of Algeria and should become the adversary of Mediterranean port Tangiers in Morocco
with 23 docks and the capacity to handle annually 6,3 million standard containers (teu). The project
cost exceeds 3,3 billion dollars and it is underway since 2017 with the assistance of both “China
Harbour Engineering Company” and “China State Construction Engineering Corporation” [38]. All
countries of the Maghreb are participating in port race and Algeria is not an exception. By
constructing such a mega object the country is likely tries to lure the cargo traffic away from
Moroccan port Tanger - Med.

China also provides relatively cheap ships for navy. Back in 2015 and 2016 Algeria received
3 multipurpose 120-meters long C28A-class guided-missile corvettes with “stealth” design that
were made in Shanghai. The 2,800-tonne vessels are armed with domestically developed 76 mm
naval gun, anti-ship missiles and modern French radar. Along with 6 frigates MEKO A-200AN
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from Germany that were ordered in 2012 and partly delivered to the country, C28As will serve as
the backbone of Algerian navy [39].

Chinese companies are increasingly called into action in order to create affordable social
housing to Algeria, what is needed in order to appease young and restless population. By 2017 they
provided their customers with 250,000 houses [40].

Conclusion. Oil-rich Algeria became the hostage of fluctuations of global oil prices and
unfavorable geopolitical location in the region of the Maghreb, which led to the lowest levels of
trade interchange inside Africa and constant threat of terrorism. The dependence of this country
with the same political elite (legitimate as the heroes of independence from France) on Russian
weapons, Chinese credits and traditional trade of rentier state with Spain, France and Italy also
define the lack of flexibility in the field of regional foreign policy. Algeria should cut military
expenses and limit funds for symbolic projects, concentrating instead on liberalization of restrictive
economic regime, creation of numerous small and medium enterprises, luring of foreign direct
investments in promising fields of mining, agriculture, industry and services. So far, in “Index of
Economic Freedom” of 2019 this country occupied the 171% place in the world [41]. At the same
time, in “Doing Business 2019” Algeria can be seen at the position Ne 157, what means that a lot of
work should be done in the future [42].
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Abstract. The article addresses main OECD SIGMA recommendations regarding national
European Union (EU) policy co-ordination in Ukraine and provides relevant lessons from Latvia
and other EU Central and Eastern Europe (CEE) Member States in addressing similar
challenges from the EU pre-accession and post-accession experience.

Efficiency of a national policy co-ordination is one of the core determinants to succeed
europeanization of a national core executive power and further integration with the EU. The
OECD SIGMA Baseline Measurement Assessment Report on Principles of Public Administration
in Ukraine published in June 2018 reveals important concerns in steering and co-ordination of
some reform initiatives, overlapping competences of public bodies in co-ordinating policy
planning and implementation monitoring of the Government’s performance in public sector
reforms.

Effective implementation of national reforms is vital also in the terms of implementation of
the Ukraine—EU Association Agreement (AA) that entered into force on September 1, 2017 and
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requires a high level of coordination in the Ukrainian government. Relevant national EU policy
co-ordination experience of the EU CEE Member States is revisited as a possible lesson for
Ukraine in implementation of essential structural reforms on the national level.

Key words: europeanization, Association Agreement, principles of public administration,
national policy co-ordination, policy planning

AHoTauin. Y cmammi poszensioaromvcsi ocnoswi pexomenoayii OECP SIGMA wooo
Koopounayii Hayionanvroi norimuku €seponeticokozo Corw3y (€C) 6 Vkpaini ma pobdrsmucs
8I0N0BIOHI YpoKu Ha 00ceidi Jlameii ma inwux Oepocas-unenie €C y kpainax [lenmpanvnoi ma
Cxionoi €eponu (LJCE) ona eupiuienns nodiOHUX 3a60ansb neped 6CMyNnom ma nicis 6Cmyny 00
eC.

E¢pexmusnicmo koopounayii HayioHantbHOL NOTIMUKY € OOHIEI0 3 OCHOBHUX OemePMIHAHM
yenixy esponeizayii HAYioHANLHOI 6UKOHABYOI é1adu ma nooanvuioi inmeepayii 3 €C. Oyinka
OECP SIGMA, onybaikosana y 36imi npo OYiHKY 0a308ux 6UMIPI6 NPUHYUNIE 0epIHCABHO20
ynpaeninnsa 6 Vkpaini vy uepeni 2018 poky, eusense 6ajxiciugi numauHs wooo YNpAaeiiHHA ma
KOOpOUHayii Oesikux iHiyiamue 3 pedhopmy6ants KOMNemeHyii 0epiucasHux opeanie y KoopouHayii
NJIAHY8AHHA NOMIMUKU MA MOHIMOPUHRY 8NPOBAOIICEHHA pe3yIbmamis OisNbHOCMI YPaoy Wooo
peopmysanns deparcagHoi cayacou. Edexmusna Koopourayiss ROLIMuKU 00CA2AEMbCS 30 YMO8
NOMIMUYHOI NIOMpUMKU HA nocmini ochoel. [Ipusnauenuti Koopounayitnuil opean nosumew
Mamu 8UCOKI NOBHOBANCEHHS Ol CNIILHO20 BUPIWEHHS MIHICMmepcmeamu i Hagimbs MIHICMpamu
KAH0Y08UX NUMAHD.

Busuennsi ma meopua imniemenmayis 0ocgioy kpain-unenie Llenmpanvnoi ma Cxionoi
E€sponu €C mooice nonecuumu npoyec HAYiOHANLHUX pedopm 6 YKpaini ma 6npoeadicenHs
Yeoou npo Acoyiayito. Ykpaini nompiono npogooumu cucmemamuyny pobomy HA0 6MIileHHAM 8
npakmuxy npozpamu inmezpayii 0o €C, wo donomodice Kpaini 0ocsiemu €8poneticbKo2o pieHs ma
micno 63aemooismu 3 kpainamu-unenamu €C. Badxcnueo maxodc opeamizysamu pe2yiapHi
memamuuHi cecii ypsoy wooo npoyecy inmezpayii ¢ €C, nocunumu poib 3aKOH00A84020 Npoyecy
0J151 PO3BUMKY NPOEBPONELCLKO20 NOTIMUYHO20 CEPEO0SUWA MA 1020 83AEMOOI 3 CYCHITLCINEOM.

Egexmusne enpoeadicenusn HayionanvHux pegopm € HUmmese 8aNCIUBUM | 8 YMOBAX
peanizayii Yeoou npo acoyiayito mixc Ykpainorw ma €Eeponeticokum Corozom, saxka Habyia
yynnocmi 1 eepecnss 2017 poky i eumazae 8ucoxo2o pieHs KOOpOUHAyii 8 YKpaiHCcbKoM) YpsoL.
Ananizyemscs 8i0nogioHull HayionarvHul 00ceio koopounayii norimuku €C ¢ Jlamsii ma iHwux
kpainax-unenax L[CE, ockinbku ompumani ypoKu 6 KOOpOUHAYIi 6NpOBAONCEHHS CIMPYKMYPHUX
pedhopm Ha HAYIOHALHOMY pieHi eadxcausi ona Ykpainu. Pozensoaromvcsa éapianmu cmeopenHs
pekomenoayii w000 niaHyeanus ma MmoHimopunzy oonomocu €C Ona Kpawoi niompumxu
AOMIHICMPAMUBHUX pepopm Ha HacmynHux emanax npoyecy inmeepayii 0o €C.

Kurouosi ciioBa: cgponeisayis, Yeo0a npo acoyiayiro, npunyunu 0epicasnozo ynpagiinnus,
KOOpOUHAYIsA HAYIOHANbHOT NOIMUKU, NAAHYBAHHS NOITMUKU

Aunnomayun. B cmamve paccmampusaiomcesi ochoguvie pekomenoayuu OICP SIGMA no
Koopounayuu HayuouanvHou noaumuxu Eeponetickoco Corw3sa (EC) 6 Vkpaune u npugoosmcs
coomeemcmsyrouwue ypoku Jlameuu u opyeux cmpau-unenoe EC 6 Ilenmpanvnoii u Bocmounoii
Espone (I{BE) 6 pewenuu ananocuunvix npobiem 0o u nocie ecmynienus 6 EC.

Dpgexmusnocms KoopouHayuu HAYUOHATLHOU NOTUMUKY ST S OOHUM U3 KTI0UeBblX
gakmopos ycnexa esponeuzayuu HAYUOHANLHOU UCNOIHUMENbHOU 61acmu U OdlbHeliuel
unmezpayuu ¢ EC. Onybauxosannas ¢ OOCP oyenxa SIGMA «Omuem 06 oyenke 6a3068bix
UMepeHull NPUHYUNO8 20Cy0apcmeeHHo20 ynpasienus 6 Ykpaune 6 utone 2018 cooa» eviasuna
8adtCHble NPOONIEeMbl 8 YNPAGIEeHUU U KOOPOUHAYUU HEKOMOPBIX UHUYUAMUE NO DehOPMUPOBAHUIO
KOMnemeHyull  20CYOapCmeeHHblX — OpeaHo8 8  KOOPOUHAYUU — NIAHUPOBAHUA — NOJUMUKU,
MOHUMOPUH2A Peanu3ayuy NOAUMUKU U O0esTmeIbHOCIU NpAsUmenlsCcmea no peghropmMuposanuio
20Cy0apcmeeHHoll CyHcobl.
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Oghgpexmusnoe ocywecmenenue HAYUOHANbHLIX PePOpM uMeem HCUSHEHHO BAINCHOE
3HaueHue makice ¢ mouku 3peHus evinonnenus Coenawenus o6 accoyuayuu medxcoy Yxpaunou u
Eeponetickum Corozom (EC), komopoe ecmynuno 8 cuny 1 cenmsabps 2017 2o0a, u mpedbyem
8bICOKO20 ~ VPOBHSA  KOOpOUHAyuu 6  YKPAUHCKOM  npasumenvcmee.  Auanusupyemcs
coomeemcmayiowull HayuoHa bHull onvim Koopounayuu noaumuxu EC 6 Jlameuu u Opyeux
cmpanax-unenax L{BE, paccmampusaromcs 803modichble YpoKu OJisi YKpaunvl no KoopouHayuu
ocyujecmeneHus OCHOBHbIX CIMPYKMYPHBIX pepopm HA HAYUOHATILHOM YPOBHE.

KiloueBble  cjioBa:  egponeuzayus,  coenrawenue 06 accoyuayuu, — NPUHYUNDBL
20CY0apcmeenHo20  YNpaeieHus, KOOPOUHAYUs HAYUOHANbHOU  NONUMUKU,  NIAHUPOSAHUE
NOIUMUKU.

Statement of the problem: One of the key requirements for the EU integration policy
planning and co-ordination is that the Centre-of-Government (CoG) institutions fulfil all functions
critical to a well-organized, consistent and competent policy-making system. Its main indicator is
the fulfilment level of EU integration co-ordination functions by the CoG institutions. As the
administrative-level co-ordination mechanism for the EU integration has not been established and
political-level co-ordination is not fully functional, the fulfilment of EU integration co-ordination
functions by the CoG institutions in the Government of Ukraine requires further drastic
improvements. Another key requirement on policy planning and co-ordination is that policy
planning is harmonized, aligned with the government’s financial circumstances and ensures that the
government is able to achieve its objectives. The quality of policy planning for the EU integration
in Ukraine is below satisfactory because alignment between the Action Plan for Implementation of
the Association Agreement (APIAA) and the Government Priority Action Plan (GPAP) is limited
and calculation of implementation rate of activities is not possible due to vague formulation of
commitments.

Analysis of recent studies and publications: Many studies on EU relations with CEE

countries have been developed since the mid-1990s, but they have primarily focused on the EU pre-
accession phase and the emphasis on ‘adapting' to EU requirements. Within this framework,
researchers have focused on the EU enlargement negotiations, the reform process, progress on EU
legal approximation and implementation of EU policies in the later EU Member States, the
consequences of EU enlargement, EU governance, government analysis in the candidate countries
and the EU influence on public administration at the national level.
Europeanisation of national EU policy coordination mechanisms in the 2004 EU enlargement
attracts much attention of researchers [Dimitrova and Toshkov, 2009; Hafner, 2014; Gdther, Horner
and Obholzer, 2011; Kassim, Peters and Wright, 2000; Laffan, 2003; Lippert and Umbach, 2005;
Panke, 2010; Rollis, 2014; Ugur, 2013; Zubek and Staronova, 2012], but is not yet systematically
studied in the European academic literature. Despite the fact that coordination systems are able to
provide technical assistance and strategic expertise to ministries on EU law and to carry out
monitoring and "early warning" of the overall level of implementation of EU law in the country,
their capacities to promote conflict resolution between different executive powers [Dimitrova and
Toshkov, 2009: 3] were not fully studied by the researchers.

Statement of the objectives of the article: Identify the main discrepancies on national EU
policy planning and co-ordination in the OECD SIGMA Baseline Measurement Assessment Report
[OECD SIGMA, 2018] on implementation of Principles of Public Administration in Ukraine. Revise
relevant national EU policy co-ordination experience in Latvia and other EU CEE Member States
and share the main lesson for Ukraine in co-ordinating essential structural reforms on the national
level in the framework of Ukraine—European Union Association Agreement (AA) (signed on 21
March 2014) that entered into force on September 1, 2017 and requires a high level of policy
coordination in the Ukrainian government.

Presentation of basic materials.
Introduction
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Europeanisation can be described as a structural change that has a multiplier effect in the EU
Member, Candidate or Association States on various executive bodies and actors, associated with
this impact, which in many ways affect various institutions and actors, their functions, ideas and
interests in the country. Policy coordination is needed for effective management of national
reforms. In efficient management, government programs allow for the successful integration of
different policies. Interacting policies can be designed to create synergies or at least reduce
institutional conflicts [Candel and Biesbroek, 2016]. Metcalfe points out that national governments
that are well-coordinated are more effective, have less conflicting and useless programs, and are
able to use resources more rationally to achieve their political goals [Metcalfe, 1994]. The need for
coordination arises when decisions in one program or institution consider decisions made in other
programs or institutions and minimize the likelihood of conflict through their actions. F. Scharpf
has named it negative co-ordination [Scharpf, 1994]. In turn, positive co-ordination requires
institutions to take proactive action to do more than just avoid conflicts and seek ways of working
together to find solutions that benefit all institutions and their clients [Scharpf, 1994].

National EU policy involves developing and defending national interests at the EU level
and implementation at the national one. The task of coordination within the framework of national
EU policy is to achieve effective interaction between different positions, activities or events of
different institutions and officials in the identification and implementation of national interests.
The dynamics of development of public administration in the EU today and in its Member States
marks increasing external and internal pressure on the executive power to coordinate national EU
policy making. Governments must be able to manage a wider range of functions and more
complex activities within their competencies as the public administration mechanism becomes
more complex.

Effective coordination on the part of government delivers greater efficiency, because it
ensures that scarce resources are used rationally in the pursuit of policy goals, that the waste
resulting from the duplication of effort or persistence of redundant programs is avoided. Poor
coordination, by contrast, is likely to result in chaos, delay, and inefficiency.

According to H. Kassim’s classification, countries can be divided into four main types: 1)
comprehensive centralizers; 2) selective centralizers; 3) overlapping decentralizers; 4) selective
decentralizers [Kassim, 2015; Kassim, 2003].

First, H. Kassim classifies policy coordination systems according to the degree of
centralization of the system. The main differences between a centralized and decentralized EU
case management model are the existence/absence of one (strong) central coordinating unit that
coordinates the work of all sectoral ministries; existence/absence of several complementary
coordinating units in the national public administration system; a particularly separate/undivided
model of policy coordination at national level, where it involves a country with a complex
structure or federal one that requires special system adaptation.

In centralized systems, specialized bodies at the CoG are responsible for overall
coordination. Particularly in the case of conflicts between different line ministries or departments,
the coordinating unit engages in the actual decision making or reconciliation. The ambition of the
centralized system is to speak with one voice, ensuring a unified representation of the position
from all the national representatives involved. In contrast, decentralized systems lack a central
coordinating unit with sufficient authority. In the case of sectoral units that promote inter-
institutional coordination, the concerned individual line institutions remain relatively independent.
In order to achieve the degree of centralization of the co-ordination system, the strength of the
central coordinating unit over specific line ministries is decisive.

There are different types of decentralized and centralized models, ranging from the
transition from relative or complete autonomy of individual ministries (the principle of the leading
ministry) to the central role of the central government-specific institutions on EU issues. The
centralized co-ordination model means that cross-sectoral discussions, harmonization within the
Member State and negotiation at all EU levels are provided by one institution that is independent
or directly subordinated to the Prime Minister, which ensures coherence in the work of individual
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ministries. On the contrary, the decentralized model of EU affairs coordination is based on the
principle of autonomy of individual ministries and a central executive body responsible for cross-
sectoral coordination or preparing a common nation position. In a decentralized model, each line
ministry is solely responsible for coordinating its policy area in the sector.

Second, H. Kassim classifies policy coordination systems according to the degree of
comprehensiveness. Comprehensive systems tend to reach an agreement on almost every issue
related to the EU. Interest groups, social partners and local administrations are usually involved in
the formulation of mandates. They often engage proactively in the initial phase of a policy cycle.
Compared to the ambitious system, the coverage of selective systems is rather modest. Emphasis
is placed on the most important issues and the government is the key determinant of the position.
In addition, the focus is on the decision-making phase within the EU Council, where national
representatives defend their national positions.

Europeanization puts a pressure also to the Association countries to carefully plan and
coordinate action to achieve better representation of interests with the EU depending on their
Europeanization level. Europeanization increases also the level of national executive power and
responsibility. Governments need to be practically ready to ensure synchronized action at national
level, coherence in drafting proposals with the EU level and in justification of national interests.

The OECD SIGMA program developed the Principles of Public Administration in 2014 to
support the European Commission’s (EC) reinforced approach to public administration reform
(PAR) in the EU enlargement, and in 2015 further developed them to advance PAR within the
context of the European Neighborhood Policy (ENP) [OECD SIGMA, 2017b]. The Principles
define what good public governance entails in practice and outline the main requirements that the
countries should follow during EU integration. The monitoring framework makes it possible to set
country benchmarks [OECD SIGMA, 2017a] and regularly analyse progress in applying the
Principles.

The OECD SIGMA published Baseline Measurement Assessment Report on Principles of

Public Administration in Ukraine in June 2018 [OECD SIGMA, 2018: 4]. It reveals important
concerns in the steering and co-ordination of some reform initiatives and overlapping competences
of public bodies in co-ordinating policy planning and implementation.

1. Situation on national EU policy planning and co-ordination in the Government
of Ukraine

One of the OECD SIGMA Baseline Measurement Assessment Report areas is national EU
policy planning and co-ordination capacity. All critical functions related to the EU integration
have been assigned to the Government Office for European and Euro-Atlantic Integration
(GOEEAI) and are performed in practice. The legal framework for the functioning of EU
integration co-ordination is established in the statutes of GOEEAI [CMU, 2014c]. However,
overlaps exist between the mandates of the CoG institutions such as Secretariat of the Cabinet of
Ministers (SCMU) [CMU, 2009], the Ministry of Finance [CMU, 2014a], the Ministry of Justice
(MoJ) [CMU, 2014b] and GOEEAI regarding co-ordination of policy planning and monitoring the
Government’s performance. In 2017, also separate directorates for Strategic Planning and
European Integration were established in 10 out of 18 ministries.

One of the key requirements for the EU integration policy planning and co-ordination is
that the CoG institutions fulfil all functions critical to a well-organized, consistent and competent
policy-making system. One of its main indicators is fulfilment level of EU integration co-
ordination functions by the CoG institutions. As the administrative-level co-ordination mechanism
for the EU integration has not been established and political-level co-ordination is not fully
functional, the value of the indicator measuring the fulfilment of policy co-ordination functions by

the CoG institutions set by OECD SIGMA is 3 out of 5 points. Establishment and enforcement of
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clear horizontal procedures for governing the national EU integration under the responsible central
co-ordination body is measured by a) proportion of the EU integration functions that are assigned
to the CoG institutions by law; b) availability of guidelines to line ministries and other
government bodies and c¢) Government’s capacity for policy co-ordination, whereas OECD
SIGMA for these sub-indicators has assigned 13 out of 18 points [OECD SIGMA, 2018: 23].

The GOEEAI’s statute foresees responsibility for overall daily policy co-ordination,
planning of related actions, monitoring country’s AA implementation and co-ordinating alignment
of national legislation with the EU acquis [Dimitrova and Toshkov, 2009]. The function for co-
ordinating accession negotiations has not been assigned, as Ukraine is not an EU candidate
country.

Regulations and methodological guidelines support the line ministries and central
executive bodies in the EU integration process. The Rules of Procedure (RoP) of the Cabinet of
Ministers (CMU) contain basic instructions on how to ensure alignment between the proposed
Ukrainian legislation and the EU acquis. The instructions are supported by methodological
guidelines developed by the GOEEAI. The CMU has also adopted detailed regulations that
stipulate the policy planning process [CMU, 2014a] and for monitoring the implementation of
plans [CMU, 2016]. However, no guidelines exist on how to provide inputs to the planning and
monitoring of EU assistance.

Another key requirement on policy planning and co-ordination is that the function is

harmonized, aligned with the government’s financial circumstances and ensures that the
government is able to achieve its objectives. It is measured by indicator on quality of policy
planning for EU integration, whereas OECD has given assessment 2 out 5 points. The level of
harmonised medium-term planning system for all processes relevant to the EU integration and
their integration into domestic policy planning is measured by a) the legal framework that enables
harmonized planning of EU integration; b) quality of planning documents for EU integration; c)
EU integration-related commitments carried forward and d) implementation rate (%) of the
government’s plans for EU integration related legislative commitments, whereas OECD SIGMA
has assigned 6 out of 16 points [OECD SIGMA, 2018: 33].

Sectoral meetings take place to co-ordinate implementation of the AA in the 24 areas
covered by the AA, but a horizontal administrative-level co-ordination mechanism with line
ministries has not been set up. The legal framework does not also stipulate any co-ordination
during the APIAA preparation process with the other SCMU directorates dealing with preparation
of the Medium-term Government Priority Action Plan and MTGPAP (the GPAP), or with the
MoF. The GOEEAI is in charge of planning and co-ordinating the EU acquis alignment, which
involves preparing the APIAA and for monitoring its implementation. However, it is consulted
only when proposals are submitted to the CMU for decision, and it can return drafts to the
sponsoring body for improvement only with the approval of the Government EI Committee.

2.  Experience of the EU CEE Member States in Europeanization of policy co-ordination
mechanism
Overall development background

The EU CEE Member States' Gross Domestic Product (GDP) Development Statistics
[World Bank, 2019] show that Europeanisation has allowed states to rapidly increase GDP after
EU accession and gradually get closer to the average level of the EU Member States. Meanwhile,
a gap has strongly increased with the EU Association countries as Ukraine.
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Experience of the EU CEE Member States on coordination of national EU policies is
topical for the association countries implementing key national reforms to implement the AA. The
experience of EU CEE countries shows that governance reforms, especially if they are ambitious
and multi-dimensional, tend to be the most successful and lasting if they are implemented on the
basis of the 'operating principles’ governing this process, such as sustainable development;
political and civil service management that can lead and promote effective change at all levels of
the executive and be able to implement a common vision; the ability to implement innovative

solutions, overcome traditional administrative barriers to the development, implement and
evaluate policy delivery.

GDP per capita (USD) development dynamics 1995 - 2017
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As the europeanization reinforced requirement for a stronger overall EU integration, most
EU CEE Member States in the EU pre-accession opted for establishing separate EU integration
offices either within or outside direct subordination to the Prime Minister. In this situation a key
to success was the coordination of respectful national policy both on central and line
ministry level. Not only specific departments/units dealing with the EU integration process but all
other departments in the line ministries were involved in implementation work. Given the huge
internal and external pressure for faster results, such institutional solution was seen as more
efficient. This was also proved by practice — when EU accession was already in full speed, general
support to policy coordination was at its infancy in the most countries. But, as the time passed, EU
related coordination experience “spilled-over” also into general coordination practices in the
Government.

While the creation of an effective policy coordination system should be an incentive, in
reality, the EU Member States have chosen to create different models. The approaches derive
either from the administrative tradition at national level, the desire to ensure certain national
interests, or from the level of the EU as a policy-making area. The countries with comprehensive
system were trying to monitor all the EU activities and engage in all policy areas. However,
countries have a free choice to determine coverage and goals of policy coordination. For example,
if in the EU pre-accession phase mostly dominated comprehensive centralized systems, the post-
accession phase is characterized by shift towards selective/decentralized models. As a result, one
country focuses on policy co-ordination in decision-making, while others prioritize co-ordination
of quality decision-making.

Centralized policy co-ordination systems in the EU pre-accession and transition to the
membership are mostly the result of the EU or external functional pressure. The impact of national
structures, with the exception of Estonia, was relatively weak. As the operational pressure after
joining the EU diminished, the impact of national structures in CEE countries also became more
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significant, contributing to the decentralization of national models of policy coordination. It was
also promoted by party coalition governments, which reduced the concentration of coordination
around the head of government (Latvia). Consequently, the Western Balkan and Association
countries have a primary EU operational pressure on the executive power, which mainly implies
the establishment of a comprehensive and centralized system of policy coordination. On the other
hand, the level of external pressure is lower than in the case of the EU enlargement in 2004. This
leads to a higher impact of national structures and political party policies, which can affect the role
and quality of national EU policies.

The countries having comprehensive systems seek to reach an agreement on almost all the
EU-related issues. Interest groups, social partners and local administrations are usually involved in
the formulation of mandates. They often engage proactively in the initial phase of a policy cycle.
Compared to the ambitious system, the coverage of selective systems is rather modest. Emphasis
is placed on the most important issues and the government is the main positioner. In addition, the
focus is on the decision-making phase within the EU Council, where national representatives
defend their national positions. However, policy coordination systems are less centralized than one
might imagine as selective approach in the EU CEE Member States depends also on the limited
resources and expertise available.

Notwithstanding the model, the EU CEE Member States should be considered as success
not only due to strong internal efforts, but also due to a unique situation. In, particular, huge
internal pressure in the favor of EU accession seen as a major achievement of these countries on
the road to come-back in Europe after the communism era; high external pressure to achieve the
accession from the EU and Western EU Member States and a narrow opportunity window (almost
10 years) offered the candidate countries to deal with the accession process. All that justified
building of quick fix and separate coordination structures supporting EU integration in the absence
of proper policy coordination mechanisms in the Government.

Policy co-ordination system requirements

The governments required political commitment, political support and prioritization of
issues for implementation. It required to be consistent and well-coordinated (vertical and
horizontal dimensions) with competent institution(s) responsible for overall support to policy co-
ordination in the public administration. Coordination structures on the national level had to be
built up considering previous legacy, traditions and capacity of the administration. Simple
copying of models never had led to good results. The coordination system had to be balanced and
responsibilities distributed. ‘Super-power centre’ systems normally did not work effectively or
at least were not sustainable in a long run since they did not facilitated development of relevant
skills, knowledge and results on the level of line ministries. Clear agreement on competencies of
all key stakeholders in relation to the main EU integration functions was required to avoid
duplication and institutional rivalry. A coordination mechanism that was spread too widely
between various central executive authorities (e.g. CoG (Prime Minister’s Office and/or
Secretariat General), MoFA and other key institutions) sometimes produced confusion and lack
of clarity in distribution of responsibility. Equally, there was a need for a process and capacity to
agree on delimitation of EU integration related competencies between the line ministries, as new
specific competencies emerged from the legal approximation process. Development of the
coordination mechanism had to be with non-conflicting functions (e.g. not offending the core
responsibilities of the line ministries) and designed to ensure there is no ‘bottle neck’ or dilution of
communication and command. Well-working and effective information flows, regular and
structured information exchange were necessary on all main aspects of the coordination process.

In a decentralized policy co-ordination systems, concrete responsibilities and functions of
all relevant stakeholders were comprehensively analyzed and then agreed and assigned as
concretely and simply as possible. The more decentralized system existed, higher need for a pro-
active and strong horizontal cooperation was necessary. Line ministries maintained their policy
responsibility in their respective areas of competence. However, there was a need to enable a
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transparent process and capacity-building, through which differences of opinion were coordinated.
Policy planning, consensus building on key policy issues and implementation monitoring was
co-ordinated closely. At the same time coordination system required systematically equal
emphasis on planning, implementation, coordination, analysis, communication to allow tracking
link between activities and resource planning, linking policy and programs with the
budgetary process. Communication and exchange of best (or worst) practices has proved to
be extremely important. There was a vast amount of information moving around that all the
stakeholders should know, so it was possible to develop a well-working and effective information
flows (both formal and informal). Coordination and working in formal and informal
partnership with a common goal, leaving aside the individual ambitions of institutions, was
extremely time and resource consuming but effective.

Levels of policy co-ordination

Practice tells that it is difficult to bring together all the relevant stakeholders to work
without dedicated implementation policy co-ordinator and administrative mechanism of
specialized inter-ministerial coordination bodies on political, operational (senior civil service)
and specialists level in the Government with regular frequency of co-ordination meetings. It has
especially been important for co-ordination in areas where central political guidance
(direction) is required or in cases of disaccord and conflicts between Ministries (e.g. cross-
sectoral policies).

The EU CEE Member States had considerable convergence of inter-ministerial
structures for management of EU affairs. Inter-ministerial co-ordination had number of
different formats and levels, both political (strategic) and operational. Horizontal inter-ministerial
structures included the Cabinet of Ministers, cabinet sub-committees, high level inter-ministerial
committees of senior officials, mission in Brussels and committees dealing with wide range cross-
sectoral issues. The line ministries, the Cabinet of Ministers and government committees served to
channel work on the EU integration in national administration. The overall aim was to ensure that
the EU integration issues are comprehensively dealt at appropriate level of hierarchy and
involvement of national parliament and civil society.

All the countries established high-level inter-ministerial committees to deal with
negotiations and facilitate co-ordinated implementation of EU integration associated
reforms. Examples of the co-ordination on political level include the European Committee of the
Council of Ministers (KERM) in Poland, the Coordination Council (Estonia), the Inter-ministerial
Committee on European Integration (Hungary), the European Integration Council (Latvia), and
the Government Commission for Coordination of European Integration (Lithuania). The nature of
European governance necessitated the countries to create such inter-ministerial structures to
manage cross-cutting issues and act as a counterbalance to the fragmentation of domestic public
policy making arising from the EU integration.

Inter-ministerial coordination in EU policy implementation on the senior civil servants
level was managed by mechanisms in the form of inter-ministerial committees, supported by
working groups, and designated administrative units. Most interesting is the case of Slovenia
which had even four levels of inter-ministerial co-ordination at different levels of Government
during the EU accession negotiations process, i.e. a) coordination on the Prime Minister’s level
who was responsible for resolving inter-ministerial conflicts and interposing himself among
ministries in their different viewpoints and positions on specific EU issues and convening the
collegiate “European meeting” of the Government; b) intra-ministerial co-ordination; c) inter-
ministerial co-ordination which involved the Inter-institutional Committee on the senior civil
servants level and d) the meetings of the Working Groups represented the main inter-ministerial
co-ordination of EU affairs [Metcalfe, 1994].

The domestic processes were governed by a mixture of formal rules and guidelines and
informal conventions that evolved over time. Some countries had a system with the highest level
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of ambition backed by highly institutionalize processes and procedures, while the others combined
formalization, decentralization and an ease of personal contacts within the system (e.g. Estonia).

Outstanding circulation of information and overall relationship was ensured between the
executive and legislative power. The role of the Parliament was important but at the same time
limited given a broad political consensus on the EU integration. The Parliaments had particular
role for involvement on the political level. The Parliament had a say in adopting legal acts relevant
for the EU integration and important role in this process was handled by the European Affairs
Committees which were established in all the countries.

Assigned policy coordination body and its roles

Institutions tend to develop policies from their institution perspective. The role of assigned
policy co-ordinator is to balance such situations and provide independent advice from the
ministries on particular cross-sectoral policy issues. Development of assigned co-ordinating body
was based on a balance of functions (e.g. not offending or doubling the core responsibilities of
the line ministries). The assigned Co-ordinating Body provided the best professional expertise
and value added to enjoy acceptance from other ministries/central offices in order not to
undermine the whole coordination model. This gave confidence to the line ministries that they
have a partner in the CoG assigned to support EU integration policy implementation as a
competent focal point to EU integration related activities but not an extra level of control
perceived as a bottleneck. The assigned Co-ordinating Body developed into a focal point but
avoided to become a bottle neck where information from different layers of the Government was
stuck. That was a risk undermining the credibility of the institution and damaging the
effectiveness of the whole system. Overlapping of functions with the line ministries or getting
into technical details risked that assigned Coordination Body was not focusing on the core
function of policy co-ordination. The purpose of Coordination Body was leading to higher
overall financial gains from the quality support to policy co-ordination than actual direct costs for
running such institution.

It is often mistakenly assumed that there is one prevailing institutional and functional
model that could be successfully transferred to any other country that aspires for closer
relationships with the EU. Co-ordination models can prove their effectiveness only in specific
conditions of a given country and no single model can be indicated as the most efficient for
implementation co-ordination. The role of the assigned Coordinating Body has usually been the
role of catalyst, the neutral co-ordinator at the CoG (in some cases as a separate line ministry) that
is able to facilitate the EU integration implementation policy and adding major value to this
process, e.g. preparing well informed ground for quality decision making in the Government.
Therefore, there are neither “right” nor “wrong” models of policy co-ordination and actual
functions of the assigned coordination office.

The assigned Coordination Body has usually been in charge of maintaining and co-
ordinating the implementation of overall policy direction in the Government. Most co-
ordination functions have been performed in co-operation between the assigned Coordination
Body and other government bodies. This means that depending on various political, administrative
and subjective reasons assigned Coordination Bodies corresponded to the country’s political
situation, administrative structures, legal traditions and administrative culture. For this reason,
some co-ordination functions as legal approximation, external technical assistance or training on
the EU were centrally managed by the Coordination Body or assigned to particular key line
ministries. Selected procedures and administrative culture might also be decisive to the speed with
which administration is able to produce results.

An effective policy coordination happens if technical level capacity enjoys political
sponsorship that empowers the technical level and supports it on ongoing basis. For coordination
to work, the assigned Coordination Body had also informal power to pro-actively request
ministerial action and to stop draft policies and legal acts from government agenda if they do not
meet certain quality criteria or are contradictory with each other. The assigned Coordination Body
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had a power to bring ministries and sometimes even ministers together to address certain
important issues. Without strong political support or at least empowerment, it was hard to gain
recognition of its authority among the line ministries.

Experience shows diversity of policy coordination mechanisms based on the existing
organisations structure and culture; though many were drawn to a dedicated Coordinating Body
option. The countries took early measures to ensure that policy coordination was achieved
during association process, even though this involved sometimes difficult institutional decisions.
The majority opted for stand-alone institutions or separate institutions under the Prime Minister in
the SCM but in all cases the countries had assigned co-ordination body in the Government.

Of Ukraine’s neighbours, during Association process, Poland opted for creating a
specialized office (UKIE, Urzqd Komitetu Integracji Europejskiej), subordinated directly to the
Prime Minister and formally being a specialized unit in the State Chancellery, Estonia also
established a sub-structure of the Government Secretariat reporting directly to the Prime Minister,
while Latvia and Lithuania opted for stand-alone central executive bodies subordinated to the
Prime Minister.

The institutional models change over time and according to situation and the needs of
a particular country. In Latvia, due to absence of central policy coordination until late 2000, a
separate EU integration Bureau existed outside the State Chancellery. As the accession
accelerated, it was merged with policy coordination within the State Chancellery or got a more
central MFA role. Institutional shifts have taken place in most other EU CEE Member States and
candidate countries, too. However, direct transposition of a given institutional set-up successfully
used elsewhere, may prove to be inefficient if applied without considering local conditions.

Finally, comprehensive AA implementation program served as effective tool for
Coordinating Body in making decisions on the annual State Budget and giving medium — term
financial perspective for implementation of range of activities. It was a helpful mechanism for
defining external assistance needs as well as the needs for human resource development in the
Government institutions working implementation aspects of particular priority actions. Good
policy — making also required closely integrated view to legal approximation and policy
implementation needs and development of more regular dialogue with social partners and
discussion on likely implications from implementation of particular commitments undertaken by
the AA.

Conclusion

Experience of the EU CEE Member States could facilitate Ukraine’s national reform
process and the AA implementation. Ukraine would have to do a systematic work on the EU
integration agenda as its main objective to build a "European” image and to interact closely with
the EU Member States, organize regular thematic government sessions on the EU integration
process, strengthen the role of the legislator to develop pro-European political environment and its
interaction with society.

The Government’s EI committee should become fully functional as the political-level co-
ordination body by consistently discussing EU integration related plans and reports on their
implementation. The horizontal administrative-level policy co-ordination mechanism should be
established and operationalized.

The guidelines for planning and monitoring EU assistance should be developed to better
support the administration in the next stages of the EU integration process. The internal policy
development procedures for line ministries should be prescribed to support functionalization of the
new directorates for strategic planning and EI.

Despite the importance of policy coordination, its role must not be overestimated. A
balance is needed between strengthening policy coordination mechanisms and the individual
responsibility of the institutions. Coordination is not always the answer to government challenges,
especially in situations where too much emphasis on coordination can be a problem.

25



Actual problems of international relations. Release 140. 2019

References
1. Candel J. J. L. and Biesbroek R. (2016). ‘Toward a Processual Understanding of Policy
Integration’, Policy Sciences 49: 211-231.
2. CMU (21 March 2018). ‘On the Improvement of the Monitoring System and Evaluation of
the Effectiveness of the Implementation of the Association Agreement between the EU and
Ukraine’, Resolution 12605/0/1-18.
3. CMU (31 May 2017). ‘On Issues of Planning, Monitoring and Evaluation of the
Effectiveness of the Implementation of the Association Agreement between the European Union
and its Member States, of the One Part, and Ukraine, of the Other Part’, Decision 447.
4. CMU (11 May 2016). ‘On The Governmental Committee on European, Euro-Atlantic
Integration, International Co-operation and Regional Development’, Decision 330.
5. CMU (20 August 2014a). ‘On Adoption of the Statute of the Ministry of Finance’, Decision 375.
6. CMU (2 July 2014b). ‘On Adoption of the Statute of the Ministry of Justice’, Decision
228.
7. CMU (13 August 2014c). ‘On Adoption of the Statutes of the Government Office for
European and Euro-Atlantic Integration’, Decision 346.
8. CMU (12 August 2009). ‘On Adoption of the Statute of the Secretariat of the Cabinet of
Ministers’, Decision 850.
9. Dimitrova A. and Toshkov D. (2009). ‘Post-accession Compliance Between Administrative Co-
ordination and Political Bargaining’, European Integration Online Papers, <
http://eiop.or.at/eiop/texte/2009-019a.htm>.
10. Hafner D. F. (2014). ‘Post-Accession Politicization of National EU Policy Coordination: The Case
of Slovenia’, Public Administration 92, 1: 39-54.
11. Gdther L., Horner J. and Obholzer L. (2011). ‘National Coordination of EU Policy: A Comparative
Study of the Twelve “New” Member States’, Journal of Contemporary European Research 7, 1: 77-100.
12. Kassim H. (2003). ‘Meeting the Demands of EU Membership: The Europeanization of National
Administrative Systems’, in Featherstone K. and Radaelli C. M. (eds.). The Politics of Europeanization, pp.
79-109. Oxford: Oxford University Press.
13. Kassim H. (2015). ‘The National Coordination of EU Policy’, in Magone J. M. (ed.). Routledge
Handbook of European Politic, pp. 686-708. New York: Routledge.
14. Kassim H., Peters B. G. and Wright V. (eds.) (2000). ‘The National Co-ordination of EU Policy:
The Domestic Level’. Oxford: Oxford University Press.
15. Laffan B. (2003). ‘Managing Europe from Home. Impact of the EU on Executive Government. A
Comparative Analysis’, Occasional Paper. OEUR Phase I. Dublin European Institute: University College
Dublin.
16. Lippert B. and Umbach G. (2005). ‘The Pressure of Europeanisation. From post-Communist state
administration to normal players in the EU system . Baden — Baden: Nomos.
17. Metcalfe L. (1994). ‘International Policy Co-ordination and Public Management Reform’,
International Review of Administrative Sciences 60: 271-290.
18. OECD SIGMA  (2018). ‘Baseline = Measurement Report on  Ukraine’
<http://www.sigmaweb.org/publications/Baseline-Measurement-Report-2018-Ukraine.pdf >
(checked 15 May 2019).
19. OECD SIGMA (2017a). ‘Methodological Framework for the Principles of Public
Administration’, <http://sigmaweb.org/publications/Methodological-Framework-for-the-
Principles-of-Public-Administration-November-2017.pdf> (checked 15 May 2019).
20. OECD SIGMA (2017b). ‘The Principles of Public Administration’,
<http://www.sigmaweb.org/publications/Principles-of-Public-Administration_Edition-2017_ENG.pdf >
(checked 15 May 2019).
21. Panke D. (2010). ‘Good Instructions in No Time? Domestic Coordination of EU Polices in 19
Small States’, West European Politics 33, 4: 770-790.
22. Peters B. G. (2015). ‘Pursuing Horizontal Management: The Politics of Public Sector
Coordination’. Lawrence: University Press of Kansas.
23. Rollis 1. (2014). ‘National EU Policy Co-ordination in Latvia’, Latvijas Intereses Eiropas
Savieniba 2. 79-103.

26


http://www.sigmaweb.org/publications/Baseline-Measurement-Report-2018-Ukraine.pdf
http://sigmaweb.org/publications/Methodological-Framework-for-the-Principles-of-Public-Administration-November-2017.pdf
http://sigmaweb.org/publications/Methodological-Framework-for-the-Principles-of-Public-Administration-November-2017.pdf
http://www.sigmaweb.org/publications/Principles-of-Public-Administration_Edition-2017_ENG.pdf

Axmyanoni npobaemu midxcHapoorux sionocus. Bunycek 140. 2019.

24, Scharpf F. W. (1994). ‘Games Real Actors Could Play: Positive and Negative Coordination in
Embedded Negotiations’, Journal of Theoretical Politics 6: 27-53.

25. Ugur M. (2013). ‘Europeanization, EU Conditionality, and Governance Quality: Empirical
Evidence on Central and Eastern European Countries’, International Studies Quarterly 57: 41-51.

26. World Bank (2019). ‘GDP per person (USD) in Czech Republic, Hungary, Poland, Slovakia,
Estonia, Latvia, Lithuania, Ukraine during 1995 — 2009°, <https://data.worldbank.org/indicator > (checked
on 15 May 2019).

217. Zubek R. and Staronova K. (2012). ‘Organizing for EU Implementation: The Europeanization of
Government Ministries in Estonia, Poland, and Slovenia’, Public Administration 90, 4: 937-956.

27


https://data.worldbank.org/indicator

Actual problems of international relations. Release 140. 2019

VIIK 327

THE THREE SEAS INITIATIVE AS AN ELEMENT OF A STABILIZATION
SYSTEM IN EASTERN AND MIDDLE EUROPE. BETWEEN THE
POLITICAL CONCEPTION ITSELF AND THE POLITICAL PRACTICE

IHIIATUBA  "TPUMOP’A" K EJEMEHT CTABLIIBAIIAHOIL
CUCTEMM Y CXIIHIM TA CEPEJIHIM €BPOIIl. MK NIOJITHYHOIO
KOHIEIIIICIO TA ITIOJITUYHOIO ITPAKTHUKOIO

"MHULIUATHUBA TPUMOPBA" KAK YACTb  CHUCTEMBbI
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Abstract. The purpose of the present paper is to demonstrate the conception of the
cooperation in Eastern-Middle Europe which took into effect with the considerable participation of
Poland, with the conception in question being referred to as “Three Seas Initiative”. The said
Initiative aims at expanding the infrastructural, economic, energy-related as well as scientific and
cultural cooperation among 12 states. The development of the abovementioned initiative seems to
be vitally important for Ukraine as well as for the countries that are neighbors of the EU in terms of
provisioning of their political and economic independence. Moreover, the strengthening of bilateral
cooperation within the ranks of this initiative inevitably increases chances for the admission of
Ukraine to the EU. The further cooperation “Three Seas Initiative” shall be considered the
connecting link between the states and be regarded as a key direction for the political efforts of a
respected governmental bodies of participating counties.

Key words: Three Seas Initiative, energy sector, digital communication, Middle-Eastern
Europe, geopolitics Poland.

AHoTauisi. Memoro cmammi € suceimaenus KoHyenyii cnispobimuuymea y Llenmpanvuiil i
Cxioniu €8poni, wo 6nposaoxcyemvcs 6 xcumms 3a eeauxoi yuacmi Ilonvwi nio  Haszeoro
"lniyiamuea mpvox mopis". Iniyiamuea cnpsAmMoBaHa HA POWUPEHHS HOPACMPYKMYPHOI,
eKOHOMIUHOI, eHepeemuuHoi ma Haykogoi i KynemypHoi cnienpayi midxc 12 depacasamu. Konyenyiro
iniyirosanu Ilonvwa i Xopsamisi ¢ 2015 poyi. Pozeumok suwezeadanoi Pozsumok suwezeadanoi
iHiyiamueu € HAa036UYAUHO BANCIUBUM Oas YKpainu, a maxodxc 0aa KpaiH, ski € cycidamu €C,
ocobnueo 6 cghepi 3abesneuents ix NOAMUYHOI Mma eKoHoMIuHOI Hesanedchocmi. Binvwe moeo,
NOCUTIeHHsT 0BOCMOPOHHLO20 CNIBPOOIMHUYMBA 8 paMKax yici iniyiamueu Hemuuyye 30L1bULyE
wancu Ha ecmyn Yrpainu oo €C. [looanvwa cnienpays 6 gpopmami «Iniyiamuea mpbox mopiey»
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MaAe cnpuuMamucsi SIK CHOJVYHULL eleMeHm Mixc oOepacasamu i oyiHoeamu OaHy IiHiyiamugy
NOMPIOHO AK KIOYOBUL HANPAM OJist NOJIMUYHUX 3VCULL YPAOI8 KPAiH-Y4acHUYb

KurouoBi caoBa: [uiyiamuea mpvox mopie, ceononimuka llonvwa, enepeemuunuti cekmop,
Lenmpanvriu i Cxioniu €epona.

Annomauyun. llenvio cmamvu s615emMcs  NOKA3aMb  KOHYENYUlo COMPYOHUHECed 6
Lenmpanvnoti u Bocmounou Eepone, peanuzosanmnyio ¢ donvuiou oonei Ionvuwiu noo Hazeanuem
«Tpu mopckux unuyuamusvly. Huuyuamuea no pacuupenuro uH@pacmpykmypol, 9KOHOMUKU,
SHepeemuKuy, a Maxdice HAYYHO2O U KYIbMYPHO20 COmMpyoHuvecmea medxncoy 12 cmpaunamu.
Pazeumue sviuieynomsanymou uHUyuamuesl SAJIsAEmcs uYpe3sbluatiio 8adCHbIM Ol YKpaumsl, a
makoice 0151 cmpau, komopwie seasiomces coceosamu EC, 6 cghepe obecneuenusi ux noaumuyeckou u
9KOHOMUYECKOU He3zasucumocmu. bonee moeo, ycunenue 08ycmoponneeo compyoHuuecmeda 6
PAMKAx 3mou UHUYUAMUBLL Heu30eNHCHO Yeenuuusaem wancvl Ha ecmynienue Yrpaunot 6 EC.
Jlanvhetiuwee compyonuuecmeso 6 popmame « Mnuyuamuea mpex mopety ciedyenm paccmampusans
KaK cessyrouee 36eH0 Melcoy 2ocy0apcmeamu U OYeHu8ams 8 Kauecmee Kioues020 Hanpasiens
OJ1s1 NOIUMUYECKUX YCUNUL NPABUMENbCIMBEHHBIX OP2AHO8 YUACEYIOUUX CIMPAH.

KiroueBble ciioBa: Tpu mopckux unuyuamugvl, ceonorumuxa Ilonvwa, snepeemuueckut
cexmop, bausxcnesocmounasn Espona

The current problem. The Three Seas Initiative as a political conception was formulated by
the presidents of Poland and Croatia (by Andrzej Duda and Kolinda Grabar-Kitarovi¢, respectively)
in 2015 during their meeting in Cracow (8 September). However, the Initiative is said to have been
adopted during the first Summit of the Three Seas Initiative in Dubrovnik 25-26 August 2016. “The
Three Seas Initiative is a platform for cooperation of the presidents of twelve countries situated
between the Adriatic, Baltic and Black Seas. Its aim is to boost cooperation in the region in such
areas as infrastructure, energy, transport and digitization”, as reported at the official site of the
president of the Republic of Poland, Andrzej Duda [Szczyt Inicjatywy].

The aim of the article is the purpose of the present paper is to illuminate the conception of
the cooperation in Middle Europe, with the conception being put into effect due to a considerable
contribution of Poland and being referred to as “The Three Seas Initiative”. The research problem
that the author poses is the following:

- does the Three Seas Initiative considerably differ from prior geopolitical projects in Poland, in
particular: from the idea of Intermarium;

- is the Three Seas Initiative realizable in the forthcoming decade and what sorts of arguments count
in its favor, and which ones indicate its short-lasting and apparently ineffective character;

- in what way does the “Three Seas Initiative” relate to Poland’s eastern neighbors lying outside the
European Union, such as — most of all — the Republic of Belarus and Ukraine.

The first hypothesis has it that the Three Seas Initiative is not a mere continuation of the idea
of Intermarium; the second one has it that all the volatility in the foreign policies pursued by the
states situated in Eastern Europe as well as an active policy in this area pursued by the Russian
Federation or by the Federal Republic of Germany as well as general policies of the European
Union may constitute an obstacle to developing the project in question. The last hypothesis assumes
that the Three Seas Initiative disables Ukraine and Belarus to actively participate in it.

The important research results. What is to be found in Polish geopolitical code are several
interesting conceptions related to Eastern-Middle Europe. First and foremost, what is to be
mentioned at this point is the federalist idea. What is more, what is to be underlined is its anti-
Russian character and its being based upon the willingness to loosen the bonds holding between
Russia and the states which constitute a sort of cordon fencing Poland off to keep out the Eastern
empire. The main proponent of the federalist idea was Jozef Pitsudski, whereas Leon Wasilewski
was the main theoretical thereof. One of the main threads of the said idea was nations’ right to self-
governance. The idea was first highlighted in 1882. It explicitly alluded to the Jagiellonian tradition,
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that is to establishing union of states under the auspices of Poland. Still, the idea did not assume a
unique form and was oftentimes subject to modifications. As already mentioned, its main
assumption was to establish a system of independent nation states: Lithuania, Latvia, Belarus and
Ukraine; that is such states the nations of which comprised the multi-ethic Republic before 1772.
The states in question were supposed to be differentially related to Poland — either federalized or
bound by alliances. This conception was meant to give rise to peaceful co-existence next to one
another [Farys, 1993: 77]. Furthermore, this would engender a bloc of states able to commonly face
up to German and Russian imperialism. It is the latter imperialism that was regarded by the Polish
Socialist Party — in the environment in which the party emerged — as more dangerous, whereas
Russia was recognized as the biggest enemy of Poland. Establishing new states on its territory was
supposed to weaken Russia as much as possible (smaller territory and fewer people thereupon as
well as distancing Russia from its economically most important part, that is from Ukraine). What
Pitsudski deemed necessary and natural was their cooperation [Zaporowski, 2007: 179]. The idea
did not come into life for several reasons. First and foremost, not all nations inhabiting the area of
the First Republic took interest in it. Most of all, this applied not only to Lithuanians but also to
Ukrainians as well as to the very weak Belarusian Nationalist Movement. Apart from this, after
Polish-Bolshevik war; or, strictly speaking, after the Treaty of Riga signed on 18 March 1921
(revoking the recognition of the Ukrainian People’s Republic) what became clear is that Poland
would not contribute to the Ukrainian People’s Republic sustaining its independence.

The derivative of the federalist idea was the so-called “Jagiellonian conception”, alluding to
federalist postulates. However, it has rather great resonance and was advocated by a circle of
Pitsudski-centered right-wing youth, associated with Mys$l Mocarstwowa (The Imperial Thought)
and with the journalists of the weeklies: ,,Bunt Mtodych” (Rebellion of Youth), and later ,,Polityka”
(Politics). This conception was based upon the strong involvement of Poland in establishing
independent — but related to Poland itself — states. This conception was detached from military,
economic as well as diplomatic capacities of Poland.

Another, very important conception of foreign policy, was Prometheism, which involved
supporting the nations inhabiting Russia in their respective irredentism. Weakening Russia through
establishing a series of smaller nation states could not only effectively separate Poland from Russia
but also provide a reason to develop cooperation with these states; and what is thereby meant are
not only Ukraine or Belarus but also the countries of the South Caucasus. Prometheism was
advocated in the Polish circles within the policy pursued in the inter-war period and some actions
were endorsed by the Polish intelligence (Oddziat I Sztabu Generalnego Wojska Polskiego
[Second Department of Polish General Staff]).

The last grand geopolitical conception dating back to the inter-war period was the idea of
Intermarium, also referred to as the concept of Third Europe. This related to the states of Middle
Europe situated between the following seas: Adriatic, Baltic and Black Seas. The states in question
were caught in more or less the same predicament as was Poland; that is, they were threatened by
two aggressive empires. The states that were soon excluded (or rather: the states withdrew their
participation themselves, which occurred during the second Republic of Poland) from this alliance
was Czechoslovakia and Lithuania since the relationship between these two and the republic of
Poland was incendiary. Originally, the idea was supposed to be based upon the entities whose
interest was at stake, only then to assume the form of politico-military coalition. The factor
precluding the actual implementation of this initiative was not so much bad relations between
Poland and other states which could be potentially interested in the conception itself as bad relations
among the states in question (e.g. a conflict between Romania and Hungary). Moreover, the concept
in question did not include Belarus or Ukraine because these states failed to remain independent
after 1918. There was a resurgence of the idea of Intermarium in opposition circles, especially in the
eighties of XX century developed by Konfederacja Polski Niepodlegtej (Confederation of
Independent Poland), whose leader was Leszek Moczulski. Some traces of the idea of Intermarium
are also to be found in the political beliefs of the president Lech Kaczynski [Sykulski, 2018: 156].
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The last conception was the one articulated in the circles of post-war emigration; or, strictly
speaking, the one formulated by Jerzy Giedroyc dating back to the Paris “Kultura” [Culture], also
referred to as “Giedroyc’s doctrine” or “ULB doctrine” — that is, “Doctrine of Ukraine, Lithuania
and Belarus”. In a nutshell, the conception had it that Poles ought to come to terms with then
borders of their country and not to make any revisionist claims towards Ukraine, Lithuania or
Belarus and Polish authorities ought to broadly support the independence of these three states. This
doctrine is recognized by a significant part of specialists as the leading one in Polish foreign policy
after 1989 towards the said states (with certain difficulties afflicting the Republic of Belarus and
resulting from the presidency of Alexander Lukashenko from 1994) regardless of a party of political
coalitions which wielded power over Poland then.

The forum of cooperation labelled as the Three Seas Initiative includes 12 states. Apart from
Poland, it encompasses the former Soviet republics (Lithuania, Latvia and Estonia), Czechia,
Slovakia, Austria, Hungary, Romania, Bulgaria, Slovenia and Croatia. The list of the states
comprising the region of Three Seas is specified by “The Joint Declaration on the Three Seas
Initiative” of 23 August 2016.

The region to which the Three Seas Initiative applied was characterized by certain common
features such as:

o similar history during the period of the Cold War (except for Austria) and belonging to the
block of states subjugated to the governance of USSR;

° lower economic and infrastructural level than the one recorded in the states of “the old
Union” [Sienkiewicz, 2016: 142].

BULGARIA

Source: the Internet site of the president of the republic of Poland:
https://www.prezydent.pl/aktualnosci/wydarzenia/art,653,inicjatywa-trojmorza--three-seas-initiative.html [10 VIII
2019].

The potential of 12 states situated between the Adriatic, Baltic and Black Seas relative to the
remainder of the European Union was determined based upon the data of Eurostat from 2017. The
twelve countries constitute 27% of the surface of EU, 22% of its entire population and,
unfortunately, merely 10% of its GDP.

At one of the first meetings during the summit of the United Nations in New York of 29
September 2015, the president Andrzej Duda took part in the meeting of the group of “the countries
between the Baltic, Black and Adriatic seas”, in which he pointed out that what is of top priority
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with the cooperation in question will be such pillars as:
political trust as well the strategic planning aimed at — from the union-related financial point of
view — coming out as a union, that is a series of states politically, strategically and economically
connected [Prezydent spotkat si¢].

While planning the project, there were voices speaking of shifting an axis of cooperation
ranging from the East to the West into the involvement in the North-South axis. First and foremost,
the axis of cooperation within the Three Seas Initiative was supposed to be pertaining to both
economy and infrastructure. The minister in the President’s chancellery — professor Krzysztof
Szczerski — said that the “the very core of the Three Seas Initiative is to be Via Carpathia”, which is
the project of the route — being built in stages and partly consisting of the already existing distances
— going through Klaipeda in Lithuania via eastern Poland up to Thessaloniki[ 7rdjmorze
przekonuje]. This plan demands considerable financial resources but also it raises many questions
whether it is profitable or not. What remains disputable is whether transit in this direction is and
will remain sufficiently large.

In his turn, the president Andrzej Duda during
“Dubrovinik Forum 2016” spoke of energy cooperation: “What merits special attention is the
development of energy infrastructure which connects our countries. The challenge to be faced by
the Three Seas Region is the dominating position of one supplier of energy resources, something
that affects directly most of our countries. This situation gives rise to obvious threats of whose
existence we are all aware. Nevertheless, we are in a position to defy them by developing energy
interconnectors in order to achieve a genuine diversification of energy supplies. A flagship
project in this regard, one whose implementation will change energy sector in the Central Europe, is
the North-South gas corridor which connects the LNG terminal already operating in Swinoujscie
and the terminal on the Croatian island of Krk” [Tréjmorze przekonuje].

What counted as other pillars apart from economic-infrastructural cooperation was also the
cooperation within new technologies and tourism as well as scientific and cultural cooperation.

Since the very inception of the initiative, Poland steadfastly held on to the belief that it is an
economic (not a political) project and it does not go beyond the opportunities provided by the
European Union. What is more, the former was supposed to constitute one of the bridges allowing
for the acquisition of money for infrastructural investments in the area of 12 states. The very
concept of the Three Seas, however, was subject to transformations. Originally, first and foremost,
during the Summit of the Three Seas Initiative in Dubrovnik, what was assumed was endorsing and
organizing cross-border and macroregional actions for the sake of energy sector, transport, and
digital communication of Middle-Eastern Europe, while expressing the contention that this part of
the continent will thus become richer and safer [Kowal, 2019: 59-60]. The next summit was held in
Warsaw 6-7 July 2017. During this event, one could clearly see that the interest in Three Seas
Initiative was disseminated across the Ocean. It was Donald Trump himself who took part in the
said summit, whereas the states of “the old Union” — with Germany in particular — approached it
rather coldly. President Trump during his address at Zamek Krolewski [Royal Castle] in Warsaw
emphasized that the countries of the region due to this Initiative will strengthen their independence
and security. The Initiative sped up and it was Poland who assumed the position of an informal
leader thereof. The next summit of the Three Seas Initiative took place in Bucharest 17-18
September 2018. During this summit, German diplomacy became an active participant, with
Germany declaring the willingness to partake in the Initiative, which was communicated already
before Bucharest summit, that is in August 2018 [Drei-Meere-Gipfel der Osteuropder in Bukarest].
During the last summit, what was strongly underlined were transatlantic connections. It was also the
European Union high representative — President of the European Commission — Jean-Claude
Junckers who then participated in such summits for the first time. He also regarded the Initiative as
an important factor contributing to strengthening the internal coherence of EU [Kowal, 2019: 84].

At this point, it is difficult to predict how the cooperation of the twelve countries is going to
proceed. First of all, German accessing the project radically changes its profile. Furthermore, it
raises fears whether or not it will become an instrument of a new Eastern policy pursued by
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Germany — Ostpolitik — especially in the light of the fact that Germans boast a dominating
economic status. Undoubtedly, what is going to exert influence on the development of the Three
Seas Initiative is bilateral Polish-German relations, Russian involvement in the region (the
cooperation with Germans — or with the Hungarians — within energy-related projects) as well as the
activity on the part of USA in our part of Europe. It is worthwhile to mention that originally, during
the discussions on the Three Seas, there appeared the hints that it might become an element of
“New Silk Road”. However, it is hard to imagine the realization of the conception of strengthening
transatlantic connections and simultancously broadening the scope of cooperation with the People’s
Republic of China.

Without a doubt however, the experience of (especially) Ukraine after the annexation of
Crimea by the Russian Federation, as well as the experience of Ukraine prior thereto and even of
Belarus with the deliveries of Russian gas, indicate that tightening the cooperation between 12
states would be strategically beneficial. Furthermore, despite the nowadays emphasis put on the
economic character of the whole enterprise, there simultaneously develop other interesting projects
that might be compatible with the Three Seas Initiative: first and foremost, within the realm of
security measures and within the attempts to solidify the Eastern flank of NATO. The beginning of
the cooperation was marked by a mini-summit of NATO, summoned upon the request of Poland
and Romania in Bucharest 4-5 November 2015. In consequence, there emerged the Bucharest 9,
including Estonia, Latvia, Lithuania, Poland, Romania, Czechia, Hungary, Slovakia and Bulgaria.

One may validly claim that the Initiative is being now realized. The measure of its success
are the said summits with the participation of prominent figures, which testifies to the fact that
particular states take interest therein. For example, at the summit in Warsaw, Austria was
represented by an ambassador, whereas already in Bucharest there was a president of this country.

Certainly, what is an important document is the list of priority investments in the area of
Three Seas — “The Three Seas Initiative — Priority Interconnection Projects”, which outlines the
vision of the development of the scrutinized area [The Three Seas Initiative]. The major
investments therein include the following projects:

¢ Via Carpatia;

e the North-South gas corridor;

e Rail Baltica

¢ Via Baltica.

Some of these projects are already partly under realization, as, for example, Via Carpatia or
Via Baltica.

Within the energy sector, an important geo-strategic element is the diversification of gas
supplies. As rightly noted by Grzegorz Baziur: “A chance to dissociate oneself —to a larger extent
— from the supplies of gas flowing from Russia directly or through the reverse service and through
gas pipelines from the West is to be the so-called North-South corridor, which is supposed to
connect LNG terminal in Swinoujscie and the gas pipeline Baltic Pipe with LNG terminal in
Croatia. Its route is to go through the territory of Poland, Czechia, Slovakia, Hungary Croatia,
which shall enable to increase the supply of Norwegian gas to this part of Europe” [Baziur, 2018:
32]. It might be assumed that the countries that take interest in the above project do appreciate the
unquestionable weight thereof.

However, what is of utmost importance is the differential involvement of particular
countries in the realization of the project. What is important — if not the most important — is the
financial involvement in the project, which is to be aided by establishing
Three Seas Initiative Investment Fund (3SIIF). It was established with the participation of the
national Bank Gospodarstwa Krajowego [BGK] 29 May 2019 in Luxemburg, when the Polish bank
with the Romanian EximBank signed the founding act of the Fund. The Fund shall operate on the
commercial basis, engaging the projects which are expected to bring profits to the shareholders. The
purpose of Three Seas Initiative Investment Fund is aligned with the purpose of the Three Seas
Initiative itself — it assumes building transport and digital connections in the region situated between
the Baltic, Adriatic and Black seas[Fundusz Inwestycyjny Inicjatywy].
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From the inception of the Three Seas Initiative, first and foremost, one stressed its
predominantly economic nature. One dissociated oneself from political conceptions of the whole
project. However, in Middle-Eastern Europe, there are well-known Polish geopolitical conceptions
which undoubtedly contribute to the partners’ cautious approach to the Initiative itself. What
should be, most of all, borne in mind is the idea of Intermarium, the role of which was — to a large
extent — to strengthen the position of Poland in the area of Middle Europe. Middle Europe, in its
turn, within this project was supposed to play a role of a sort of “primus inter pares” due to its
human-resource, territorial as well as cultural and historical potential. Without a doubt, the negative
associations are mitigated due to the serious involvement of Croatia.

However, a weak side of the Three Seas Initiative is its lack of a leader, with the role of a
leader being inapplicable to Poland for, at the very least, historical reasons. Another factor is, for
example, the very perception of the Russian Federation (e.g. by Hungary or the reception of
Bulgaria and “the old Union” states, as perceived by, for instance, Austria). Different priorities and
the assessment of an international situation might hamper the development of the Three Seas
Initiative. Between 12 states there are also historical disputes which have a bearing on both internal
and international policies of the states in question. What is thereby meant are — among others — the
animosities between Hungary and Romania (which is an aftermath of the Treaty of Triaton of
1920), sub-optimal relationship between Hungary and Slovakia for the same reason as the one
above; or, rather cold (apart from, for example, the times of the presidency of Lech Kaczynski and
of Valdas Adamkus in Lithuania) relationship holding between Poland and Lithuania.

Apart from the lack of the state which would be a strong leader of the Initiative, what might
materialize is the possibility that the project is not approved by successive governments in at least
one of the twelve member states. The elections might bring about the changes in the priorities of a
foreign policy pursued by each partner, and the Three Seas Initiative might become an unpopular
project, the fate that the Polish-Swedish project soft power — initiated in 2009 — in the form of an
“Eastern Partnership” met.

Furthermore, large investments take considerable financial resources and the equal
distribution of the investment cost among particular partners being determined to work on their
realization.

Without a doubt, the exclusion from the Three Seas Initiative — treated as the initiative
within the European Union — of the Eastern neighbors, and Ukraine in particular, may contribute to
a certain cooling of the relationship with the Eastern partner, with simultaneously leaving Ukraine
away from the mainstream of geopolitical conceptions pertaining to this region.
From the perspective of Poland, it is also an element of the departure from, as already mentioned,
the policy pursued throughout the period from the moment of the recognition of Ukraine’s
independence by Poland 2 December 1991. A part of analysts perceive the Three Seas Initiative as a
departure not only from the above-mentioned “Giedroyc’s doctrine”, but also from the policy
pursued by, say, Lech Kaczynski.

Conclusion

At this point, it is difficult to predict with confidence what shape the Three Seas Initiative
will assume: whether or not the new strong partners — such as Germany — will join it, with Germany
being able to change the character of the very project. The other unknown is with what
determination particular states are going to approach the Initiative. However, many economic issues
which the states within the common projects are to deal with would affect the economic and
civilizational development of that region. There seems to be a hint of the common approach —
within, for example, the Visegrad group — to migrants. What is more, it may be the case that tighter
economic cooperation will generate in the future other political initiatives on the part of 12 states.
However, fears are raised that the Three Seas Initiative without a strong leader may turn into the
project of relatively small significance. Instead, it may amount to an element of soft power such as
Central European Initiative, or already-mentioned “Eastern Partnership”.
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What is certain is that it will be easiest to realize cultural, tourism-related and scientific
projects in the region, having a proper common policy pursued by 12 states.

While attempting to answer the research problem and the hypotheses formulated by the
author of the present paper, it is to be stated that the Three Seas Initiative is not a simple
continuation of the idea of Intermarium, with the latter having a much more coherent politico-
military character. The obstacles that the development of the Initiative might face were already
enumerated and both bilateral and multi-lateral relations especially with such countries as Germany,
Russia and USA will play a crucial role in the further development of the Initiative. Unfortunately,
it seems that this project leaves both Ukraine and Belarus unable to exploit the possibility of
cooperation since what was assumed was the form of strengthening infrastructural and
telecommunication potential as well as fostering trade among the European Union member states.
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Abstract. The information impact of innovative technologies on the international system
significantly changed the forms, methods and content of traditional diplomacy that it needs to be
considered in the implementation of foreign policy activities because the preservation of the optimal
balance between security and active foreign policy requires sufficient political, intellectual,
technological, organisational and financial resources. In the paper, it was studied such trends of
Ukraine’s public diplomacy as an image, investment, culture and media, as well as compared
Ukraine’s position and the Eastern Partnership countries in the international rating indexes during
2013-2018/2019. The results show that there is a gap between the intentions and outcomes of
governmental communication with the foreign audience but Ukraine’s position is better among the
Eastern Partnership countries. The findings suggest that a conceptual program of public diplomacy
should be developed in Ukraine for effective explanation state’s foreign policy initiatives to the
global and domestic public. The paper draws conclusions about the main components of Ukraine’s
public diplomacy strategy which can be an area for further research.
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AHoTauisi. ngopmayitinuti ennue IHHOBAYIUHUX MEXHONOIU HA MINCHAPOOHY CUCmemy
Cymmeso 3MiHU8 ¢hopmu, Mmemoou ma 3micm MmpaouyiiHoi ouniomamii, wo HeoOXIOHO
epaxogyeamu  npu  30IUCHEHHI 308HIUHLONOIMUYHOI  OIAILHOCMI, OCKIIbKU  30epedtCceHHs
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ONMUMANLHO20 OANAHCY Midc 0e3nekolo ma aKmuHol 306HIUHLOIO NONIMUKOIO BUMASAE
00Ccmamuboi  KibKOCMi  NOJIMUYHUX, [HMENeKMYalbHUX, MeXHOA02IYHUX, OpP2aAHI3AYiHUX 1
Qinancosux pecypcis. Y cmammi po3ensiHymo imiodicesy, iHeecmuyiuny ma MeOitiHy CKIA008i
nyoniynoi ounitomamii Yxpainu, a maxodc npoeedeHo NOPIGHANbHUL aHAli3 no3uyii Yxpainu ma
kpain CXiono2o napmuepcmea 8 MINCHaApoOHUX peumuneosux inoexcax npomseom 2013-2018/2019
pp. Bemanoeneno po3pus misie namipamu ma pe3yivmamamu ypsioo80oi KOMYHIKAYii 3 3aKOPOOHHOIO
ayoumopieto, npome nos3uyis YKpainu 6useunacv Kpawjor y NOPIGHAHHI 3 [HWUMU KpaiHamu
Cxionoco napmmuepcmea. Pezynomamu 00CniodceHHs nokazaiu, wo 6 Ykpaini mae oOymu
PO3po6IeHa KOHYenmyaibHd npocpama nyoniuHoi ouniomamii 01 epeKmueHo20 MNoACHEeHHs
308HIUHLONOIIMUYHUX THIYIAMUE Oepicasu ceimosil ma 6HYmpiwHil epomadcbkocmi. Y cmammi
npeocmasieHo BUCHOBKU W000 OCHOBHUX CKAAO08UX cmpameii nyoniynoi ouniomamii Yrpainu,
Wo Mooice Cnpusimu NOOAIbUUM OOCTIONCEHHSIM.

KuarouoBi cioBa: nybniuna ouniomamis, 306HIWHA NOLIMUKA, EBPONENUCLKA IHMeSpayis,
Yrpaina, kpainu Cxionoeo napmuepcmaa.

AHHOTamUsA.  UHnpopmayuonnoe  8o30elicmeue  UHHOBAYUOHHBIX — MEXHOAO2UU  HA
MENCOVHAPOOHYIO  CUCMEMY  CYWECMBEHHO UBMEHUNO0 (QOpMbl, Memoobl U  COOepIHCAHUE
MPAOUYUOHHOU — OUNTOMAMUU,  YMO  HeoOXOOUMO  YYUMbIBAMb  NPU  OCYWECmEIeHUU
BHEUHENONUMUYECKOU 0eamelbHOCMU, NOCKOAbKY COXpAHeHUe ONMUMAIbHO20 Oalanca mexncoy
0e30nacHoCmvl0 U AKMUBHOU 6HeWHell NOAUMUKOU mpedyem O0CMAMOYHO20 KOAU4ecmeda
NOMUMUYECKUX, UHMELIEeKMYANbHbIX, MEeXHON02UYECKUX, OpP2AHU3AYUOHHBIX U  (DUHAHCOBbIX
pecypcos. B cmamve paccmompenvl umuoxicesas, UHEeCMUyuoHHas U MeOuliHas cocmaegisaiouue
nyoOIuUYHOU ouniomamuy YKpauHvl, a maxoce npeocmasieH CPAGHUMENbHbIN AHAIU3 NO3UYUL
Ykpaunvr u cmpan Bocmounozo napmuepcmea 6 mMedcOYHAPOOHIX DEUmuUH208bIX UHOEKCaX 6
meuenue 2013-2018/2019 2ce. Ycmarnosneno paspvié medcdy HAMEpEeHUIMU U pe3yibmamamu
npasumenbCmMeeHHoU KOMMYHUKAYUU ¢ 3apyOedxcHoll ayoumopuetl, 00OHAKO no3uyus YKpaumsl
0Ka3anacsy yyuierl no CpasHenuio ¢ opyaumu cmpanamu Bocmounozo napmuepcmea. Pesynomamut
UCCe006aHUsL NOKA3AIU, YMO 8 YKpaune O0oadcHa Oblmb paspabomana KOHYEnmyaibHas
npocpamma nyoIuuHou ouniomamuu 01 dPoexmusnoco 00vbACHEHUs BHEUHENOIUMULECKUX
UHUYUAMUB 20CY0apCmea MUpogoll U 6HYmMpeHHUll obuecmeeHHocmu. B cmamve npedcmagnenul
86160061 OMHOCUMETLHO OCHOBHBIX COCMABIANUWUX cmpame2uu nyOIUYHOU Ouniomamuy Ykpaumsl,
Ymo Modcem cnocobcmeosams OanNbHeUUUM UCCTE008AHUSIM.

KuaroueBble cuaoBa: nyOnuunas Ouniomamus,  6HEWHss  NOIUMUKA,  eBPONelCcKas
unmezpayus;, Yxpauna, cmpanvl Bocmounozo napmuepcmea.

The current problem. Creation of a positive international image for Ukraine, promotion of
national interests at the global level is a purpose of national importance which implementation
involves power, political and social institutions of a state according to their competence. The basis
of public diplomacy of Ukraine is its program and institutional support, i.e. availability of
conceptual, program and legislative documents regulating activities of government, NGOs and
corporations regarding promotion of the state’s positive image, especially in the context of the
European integration aspirations of Ukraine. Key trends of Ukraine’s public diplomacy at the
European level include promotion of regional stability; consolidation of peace and international
justice; support for gradual convergence in foreign and security policy; conflict prevention and
crisis management; cooperation to improve efficiency of multilateral institutions to enhance global
governance; creation of positive perception of the state’s foreign policy.

The aim of the article. The paper discusses the conceptual background providing theoretical
foundations on the public diplomacy; researches the organizational component of Ukraine’s public
diplomacy, as well as its practical aspects; presents the comparative analysis of Ukraine’s position
and the Eastern Partnership countries in the international rating indexes.

Analysis of the latest publications and the theoretical background. At the present stage of
international development, there is a transformation of traditional diplomacy and the transition to
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the use of information networks, communication technologies and techniques for the
implementation of the state’s foreign policy. In connection with this fact, the distinctions between
domestic and foreign policy become much less clear and the degree of openness of diplomatic
institutions under the influence of high technologies is growing. Therefore, the activity of the
ministries of foreign affairs is becoming more transparent to the public. The theoretical basis of the
concept of public diplomacy is the studies of the changes in international relations in view of the
development of globalization, progress in information and communication technologies and the
growing influence of public on foreign policy, as well as the transformation of the nature of the
state’s power.

For the first time, modern definition of the term ‘public diplomacy’ was used in 1965 by
American scholar E. Gullion [Cull, 2013] who interpreted public diplomacy in the context of public
influence on the process of adoption and implementation of foreign policy tasks. According to
E. Gullion, public diplomacy goes beyond traditional diplomacy and includes influence on public
opinion in other states, the interaction of the internal and external political and cultural groups for
harmonization of their interests, informing through the media about the state’s foreign policy and
the diplomats’ activity, as well as strengthening intercultural communication. Consequently, the
term covered the spectrum of communication initiatives of international actors no longer limited to
propaganda.

Studies in the field of public diplomacy can be divided into the base and instrumental
approaches. At the level of the base approach, the investigation of public diplomacy focuses on the
different understanding of the correlation between the public diplomacy content and the state’s
foreign policy. Researchers B. Signitzer and T. Coombs [Coombs, 1992] claim that main objects of
public diplomacy are the impact on foreign audiences through the media in the short term and the
implementation of cultural and exchange programs for creating of mutual understanding space in
the long term. Nowadays, these objects of public diplomacy complement each other and contribute
to the dissemination of foreign policy information and ensuring cultural communication. In this
context, J. Manheim [Manheim, 1994] notices that it is necessary to use strategic communications
for supporting own foreign policy interests and the cultural and educational exchanges, as well as
the media projects for influence on the perception of foreign policy initiatives.

Within the base approach, it can be noticed the study of the transformation of the state power
in contemporary international relations and the role of public diplomacy. American researcher
J. Nye [Nye, 2008] introduced the term ‘soft power’ as the ability of the international actors to
achieve their goals without coercive measures. Thus, public diplomacy plays a significant role in
using the state’s soft power to achieve foreign policy tasks, as well as ensuring the long-term
relations and a favourable space for the supporting of national interests; therefore, effective public
diplomacy goes beyond the public relations, information dissemination and promotion of the state’s
image.

At the level of the instrumental approach to public diplomacy, it was launched the systematic
analysis of interactions between the media and the foreign policy institutions. In particular,
D. Abshire [Abshire, 1976], J. Lee [Lee, 1968], A. Hoffman, R. Manning, B. Wedge [Hoffman,
1968], G. Rawnsley [Rawnsley, 2016] investigate the transformation of the state’s role in modern
information flows caused by the development of international broadcasting and definition of the
media as a non-state actor. Other research papers [Archetti, 2012; Cull, 2013; Brown and Shannon,
2017; Tam, 2019] are aimed at the study of the features of using communication tools to contacts
national leaders or foreign ministers with the governments of other states or the public, the
formation of political and technical conditions for the purposeful dissemination of foreign policy
information to potential audience, the use of computer technologies for the creation of analytical
systems, etc. At the same time, the scientists marked out such main tools of public diplomacy as
media, Internet, social media, cultural and educational programs, image and investment projects.
Particular attention of researchers [Brown and Shannon, 2017] is paid to the role of public
diplomacy in supporting national and international security by way of building alliances, fighting
extremism and dispelling disinformation.
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With the growth of the influence of non-state actors on the state’s foreign policy, it appears
the scientific papers [Jordan, 2003] devoted to the interaction of foreign policy institutions with
civic organizations. Civil society actors are expected to play a leading role in areas not regulated by
interstate relations: for example, they can be a source for defining the internal impulses of
community development, agents for the rapid dissemination of ideas and information and acting as
mediators to prevent and resolve conflict situations.

Among the Ukrainian scholars, the significant contribution to the study of public diplomacy
was made by O. Zernetska [Zernetska, 2016], M. Ozhevan [Ozhevan, 2015], G. Pocheptsov
[Pocheptsov, 2013] and others. At the same time, the research of the public diplomacy cannot be
considered scientifically systematized because the domestic scientific works deal mainly with
related issues and partly focus on the role of public diplomacy in the system of foreign-policy
communication.

As a result, the basic principles of public diplomacy are a set of concepts the intersection of
which distinguish its specific features that include international and diplomatic relations, national
interests, political culture, cultural diplomacy, image diplomacy, state branding, etc. These concepts
form the original matrix of public diplomacy based on defining the political culture, government
institutions and national identity as the social phenomena of international cooperation (Fig.).

PUBLIC
DIPLOMACY
Media Cultural Nation
Diplomacy Diplomacy Branding
General Directions:
Investment Digital Civil
Communication Diplomacy Diplomacy Diplomacy
Components:
5 | Directions: Tourism Education Science Sports
ectoral Directions: Diplomacy Diplomacy Diplomacy Diplomacy
Base International Diplomatic National Political
Components: Relations Relations Interests Culture

Fig. Concept of Public Diplomacy
Source: compiled by the authors.

Therefore, the matrix of public diplomacy, the basic principles of which is a complex of
international political and communication relations, allows us to consider public diplomacy at an
interdisciplinary level considering political, international and communication theories of global
development. The paper is one of the systemic studies of the public diplomacy issues in Ukraine
and its effectiveness to ensure the state’s foreign policy goals. In the following parts of the paper,
the practice of the Governmental Institutions of Ukraine and the achievements in public diplomacy
are considered.

The important research results. Organizational component ensuring innovative public work
in Ukraine before 2019 were ministries and departments whose powers included foreign policy,
foreign trade and other international activities which performed state programs on the formation of
positive investment, tourist and cultural image. Thus, the Ministry of Foreign Affairs was
responsible for the implementation of the political component of international positioning; the
Ministry of Economic Development and Trade of Ukraine, as well as its specialized departments,
were responsible for implementation of foreign trade and promotion of tourist attraction of the state;
the Ministry of Culture of Ukraine implemented historical and cultural support for national interests
abroad; the Ministry of Information Policy together with the State Committee of Television and
Radio Broadcasting of Ukraine, news agency Ukrinform promoted media image of Ukraine.

Importantly to note, the Ministry of Foreign Affairs of Ukraine, is as defined the main
government agency that provides support and creates a positive international image of Ukraine in
the world. The activity of the ministry involves dissemination of positive information in the host
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countries and filling global information space with information resources that promote national
interests. Among the positive results of the activity of the Ministry of Foreign Affairs of Ukraine in
public diplomacy, it is possible to distinguish the establishment in 2017 of the Ukrainian Institute
designed to present Ukrainian culture in the world and to disseminate information about the
scientific, educational and tourist potential of the country. The introduction of the regulatory
procedures to conducting study visits and press tours to Ukraine of foreign experts, media
representatives and others, contributes to ensuring the national interests of the state. In addition,
Ukraine's diplomatic missions have the opportunity for supporting trips of Ukrainian experts to
participate in the international political and cultural events aimed to promote Ukraine's position in
the world.

One of the urgent tasks for Ukraine is the creation of an attractive investment climate since
the state has great economic potential and favourable conditions to attract investments. The leading
role in the promotion of the investment image of the state had the Ministry of Economic
Development and Trade of Ukraine whose task was economic positioning, the formation and
implementation of state investment policy and export control. In 2015 the Office of Export
Promotion under the Ministry of Economic Development and Trade [20] was established; this
Office engages in searching for companies interested in obtaining information on future trade
missions, business activities and other events regarding required country markets, products, services
and sectors. It is assumed that due to trade missions of Ukraine abroad the joint delegation
consisting of representatives from government and business will visit different countries for B2B
meetings. The office is also engaged in the organization of business forums, construction of positive
messages about Ukraine, development of branding and informational materials.

Separately, we would like to note that the Ministry of Economic Development and Trade of
Ukraine agreed with the Ministry of Finance on the establishment of Export-Credit Agency for risk
insurance and exporters’ support. The Ministry of Economic Development with the help of
consulting company PwC has prepared the Act on establishment of Export-Credit Agency [2] that
was adopted in December 2016. In particular, in order to create conditions for the large-scale
expansion of exports of Ukrainian goods and services in foreign markets, protect Ukrainian
exporters against the risks of non-payment and financial losses and increase the competitiveness of
Ukrainian producers in world markets the Cabinet of Ministers of Ukraine established the Export-
Credit Agency.

Separately, let’s consider the activity of the Ministry of Culture, Ukrainian Institute of
National Memory and the State Agency for Cinema on cultural and artistic positioning of Ukraine
abroad before 2019. In particular, their activity aimed to promote the cultural heritage of Ukrainian
people outside Ukraine and world culture in Ukraine; implementation of EU program ‘Creative
Europe’; support for programs of intercultural and interethnic dialogue, sharing successful
international and national experience; support for international cultural exchanges and promote
cooperation of public institutions, NGOs and the private sector in international cultural and artistic
space.

The promotion of Ukraine abroad in educational, research, scientific and technical fields
belonged to the competence of the Ministry of Education and Science of Ukraine aimed to organize
and coordinate the innovative activity of the state and focused on the development of volunteering
and national-patriotic education. The Ministry of Information Policy of Ukraine was engaged in
support for the positive image of Ukraine in global information space, in particular, the tasks of the
Ministry were providing and distributing socially important information on Ukraine abroad;
supporting the state information resources; developing the action plan and program documents
together with the Ministry of Foreign Affairs, the Ministry of Culture and the Ministry of
Education; popularizing the domestic TV production abroad; organizing and supporting the
Ukrainian international broadcasting.

The analysis of the organizational component of Ukraine’s public diplomacy indicates that for
measures aimed at supporting the state’s international image, it should be created the official reports
on the achievements of Ukraine in the formation of a favourable investment climate and developed
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the online travel platforms for the advertising of the national tourism products and possibilities; for
the fulfilment of the state’s political tasks, it is necessary to form the digital hub on the Ukrainian
Institute activity for contributing to the expansion of Ukraine’s presence in the European and world
information space; for the efficient functioning of the Ministry of Foreign Affairs of Ukraine and
the diplomatic missions abroad, it is necessary to improve the common closed network for the
operative information exchange with the government institutions. The implementation of these
issues will contribute to the awareness of the international community, the formation of Ukraine’s
positive international image, the intensification of cooperation with international organizations, the
acceleration of European integration processes, the attracting foreign investment, the growth of
credibility to the Ukrainian enterprises, the increase exports and improve national tourist attraction.

Practical implementation of projects in Ukraine’s public diplomacy took place in several
stages: the first stage until 2005 was carried out through the information and educational projects
characterized by inconsistency due to the lack of the national image programs; the second stage
until 2010 was marked by the emergence of the state image and tourism projects aimed at changing
Ukraine’s political perception and the integration into the European and Euro-Atlantic community;
the third stage until 2013 was characterized by the development of the brandbook ‘Ukraine’ and the
implementation of investment, sports and cultural image projects; the fourth stage after 2014 is
focused on updating national approach to promoting Ukraine on the international arena and using
modern media tools for supporting national interests.

Separately, it can be marked the project ‘Brand Ukraine’ which was the first experience of
government institutions in the field of country’s promotion. The main goal of the national brand
strategy, developed by Investinua Capital Limited (London, the UK) and CFC Consulting (Kyiv,
Ukraine) with the support of CNN International and the Ivox marketing agency, was the monitoring
of the state’s perception abroad and the creation of the image campaigns for leading international
TV channels. As a result of the interaction, it was presented brand book of Ukraine
(brandukraine.org) but it should be noted that after the public discussion of the brand strategy, on
the initiative of the Ministry of Foreign Affairs of Ukraine, the Ministry decided not to use this
project for the own image campaigns. In addition, the State Agency for Investments and
Management of National Projects of Ukraine was responsible for the implementation of the
investment reform in 2011 aimed at solving social problems and renewing regions. But only one
component of Ukraine’s investment image campaign was implemented during the holding of the
road shows for the presentation of national projects to leading international business circles.

The Ministry of Economic Development and Trade of Ukraine was ensuring the formation of
the state policy in investment and tourism and implementing the government program ‘Ukraine.
Open for U’ supported by Western NIS Enterprise Fund and Titanium Presentations since 2015. In
particular, it was held the presentation of the thematic videos and the information booklets prepared
for the international exhibitions and bilateral business summits, among which it can be singled out
the promotion videos dedicated to the tourism potential ‘Experience Ukraine! We are open for
tourism’, to the investment potential of the infrastructure, agriculture, energy and IT sectors
‘Transport Ukraine’, ‘Grow Ukraine’, ‘Energize Ukraine’ and ‘IT Ukraine’, as well as to the
national fashion industry ‘Made in Ukraine’. From May 2018 the new brand strategy of Ukraine
“Ukraine now’ is also presented that demonstrates the attractiveness of Ukraine for tourism, cultural
interaction and business. The official brand ‘Ukraine now’ from Banda Agency received the
prestigious Red Dot Designer Award from the German Design Center.

In 2017-2018, with the assistance of the Ministry of Foreign Affairs of Ukraine, the
information campaigns were held on supporting the Eurovision 2017, the London Conference of
Reforms, the de-occupation of the Crimea ‘#CrimealsBleeding’, the introduction of a visa-free
regime with the EU, the film project ‘Cyborgs’, etc. Among the positive public diplomacy’s
attempts is also the holding of the #CorrectUA campaign on the use of the correct form of
transliteration of Ukrainian cities. Overall the 197 image projects for the 14 million foreign
audiences were realized in 2018 while near 240 information events will take place in 2019 [14].
Besides, the exhibition of paintings by the Ukrainian correspondent R. Suschenko, who was serving
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a sentence in prison in Russia, was organized to support the Ukrainian prisoners of war in the Press
Club Brussels Europe. As a result of the armed attack and seizure of Ukrainian military boats
‘Berdyansk’, ‘Nikopol’ and a harbour tug ‘Yana Kapu’, Ukrainian diplomats launched several
campaigns  with  such  hashtags as  #FreeUkrainianPOWs,  #RussiaAttacksUkraine,
#StopRussianAggression, #FreeAzovSeaSailors and #BanRussianShips.

In consequence of the aggravation of Ukrainian-Russian relations after 2014, the
governmental institutions reconsidered the tools for supporting the state’s foreign policy interests
and initiatives and intensified the work of Ukrainian diplomatic missions. Therefore, the important
part of the country’s image on the international arena is such directions as the cooperation with the
international organizations, the development of the bilateral economic relations, the activity of the
foreign cultural representations, the support of cultural needs of the Ukrainian diaspora, the
integration into the world political and economic space, the effectuation of Ukraine’s international
cultural and investment projects, informing on the heredity of Ukrainian culture from Kyivan Rus
and counteracting Russian misinformation.

Currently, there is a need to conduct national campaigns which would not only cover a broad
audience but also contribute to the expansion of cooperation with non-governmental media. Support
for European policy of Ukraine should be implemented by means of reforming information sphere
by the Europe standards, borrowing experience of broadcasting systems of the EU Member States,
developing an effective model of Ukrainian television, large-scale information campaign to ensure
access to European legal, bibliographic and other databases. So, thanks to joint efforts of Ukraine
and EU the level of support for ideas of European integration can increase that will eventually
contribute to the entry of Ukraine into the European political, economic, legal, cultural and
information space.

Ukraine considered as a potential regional leader, so the comparison of international rating
indexes of Ukraine and the Eastern Partnership countries (Armenia, Azerbaijan, Belarus, Georgia,
Moldova) in public diplomacy allows to better understand the regional potential of the states and
their perception in Europe. In particular, the following indexes selected for the evaluation: Nation
Brands, Country Brand Index and Country RepTrak, as well as Doing Business, Worldwide
Governance Indicators and Global Competitiveness Index which allowed to represent the
peculiarities of the image perception of Ukraine’s and the Eastern Partnership countries’ during
2013-2018.

Nation Brands from Brand Finance was set up with the aim of ‘bridging the gap between
marketing and finance’. Nowadays Brand Finance evaluates the national brand of 100 countries. It
needs to note that Ukraine has the strategic branding services to can be leveraged to grow
economies. Such branding services create an economic impact to ensure resources, allocated to
those activities which have the most value and support the state’s long-term position. Among 100
countries, Ukraine ranked 60th in 2018 that is more than 15 positions lower than in 2013.
Consequently, the value of Ukraine’s brand has almost halved from 2013 (126 USD bn) till 2018
(84 USD bn). Experts from Brand Finance explained that continuing military instability in Ukraine
is a major problem for the development of the national brand, therefore, the Governmental
Institutions must endeavour improving state’s reputation in the EU, the US and beyond [15; 16].
Nevertheless, such Eastern Partnership countries as Armenia, Belarus and Moldova do not belong
to the top 100 most valuable nation brands. At the same time, Azerbaijan’s position ranges from
71st till 84th places with Brand Value near 36 USD bn. Georgia spends on average 13 USD bn and
has the 92nd place during the investigated period. As a result, Ukraine has the best position on
promoting own brand among the Eastern Partnership countries.

Country Brand Index from Future Brand measures consumer or corporate brands — ranking
them according to the strength of perception across such association dimensions as ‘value system’,
‘quality of life’, ‘business potential’, ‘heritage and culture’, ‘tourism’ and ‘made in’. In general, the
index covers brand perceptions of 118 countries around the world. In the latest report about Country
Brand Index, Ukraine ranked 74th in 201415, before this it was 99th in 2010 and 75th in 2009. As

42



Axmyanoni npobaemu midxcHapoorux sionocus. Bunycek 140. 2019.

a result, experts evaluate Ukraine as a country with the below average perceptions of the country
brand [5].

According to Country RepTrak from Reputation Institute, Ukraine remains a country with a
weak level reputation among 70 investigated states. Nevertheless, Ukraine lost only 3 positions
compared to 2013 and ranked 45th in 2017 [6] but among the 55th largest countries by GDP,
Ukraine was not presented in 2018. In addition, other Eastern Partnership countries are not
investigated by the researchers of the Reputation Institute and Future Brand.

Another index demonstrating the effectiveness and quality of business regulation in the
country is Doing Business from the World Bank Group. In accordance with the Summary of Doing
Business Reforms, Ukraine made dealing with construction permits easier by reducing fees,
strengthened investors protections by requiring detailed immediate public disclosure of related party
transactions and made paying taxes easier by reducing the rate for the unified social contribution
tax. It needs to note that Ukraine improved index indicators from 137th in 2013 till 71st in 2019.
The best position in this rating has Georgia from 9th till 6th place while Armenia, Azerbaijan,
Belarus and Moldova belong to the top 50 states that show high business development [8; 9].

The Worldwide Governance Indicators reports aggregate and individual governance
indicators for over 200 countries and territories for such dimensions of governance as ‘voice and
accountability’, ‘political stability and absence of violence’, ‘government effectiveness’, ‘regulatory
quality’, ‘rule of law” and ‘control of corruption’. During 2013-2017 Ukraine demonstrated the
highest average rank in the category ‘voice and accountability’ and the lowest average rank in the
category ‘political stability and absence of violence’. In general, Ukraine improved its indicators
‘regulatory quality’, ‘government effectiveness’ and ‘control of corruption’ that can facilitate more
positive perceptions of Ukraine abroad and intensification of internal reform processes [25].

The average value of such category as ‘voice and accountability’ is the lowest in Azerbaijan
and Belarus; the categories ‘government effectiveness’, ‘rule of law’ and ‘control of corruption’ are
the highest in Georgia among the Eastern Partnership countries (table).

Table
Worldwide Governance Indicators for analysed countries, during 2013—2017".
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Armenia | 30,45| 33,19 |50,12| 37,92 | 45,36 | 34,51
Azerbaijan | 7,40 23,78 | 43,93 | 25,03 | 30,35 | 16,97
Belarus | 9,40 49,57 | 33,69 | 30,89 | 22,31 | 46,04
Georgia | 56,01 | 32,35 |70,28|52,88 62,24 | 74,41
Moldova | 47,23 | 38,62 | 34,59 | 40,15 | 40,66 | 19,64
Ukraine | 43,87 9,03 34,53 | 29,14 | 23,73 | 16,79
" The average value of percentile rank among all countries ranges from 0 (lowest) to 100 (highest).
Source: compiled by the authors according to World Bank Group.

Global Competitiveness Index from World Economic Forum tracks the performance of close
to 140 countries on 12 pillars of competitiveness that are the main determinants of long-term
economic growth. Consequently, the state position in the rating allows to understand the complex
nature of the development challenge, to design better policies, based on public-private
collaboration, and to restore confidence in the possibilities of continued economic progress. Experts
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of World Economic Forum highlighted such the most problematic factors for doing business in
Ukraine as an inflation, a corruption, a policy instability, the tax rates and the tax regulations. As a
result, the rating of Ukraine remains almost unchanged during the investigated period. It needs to
note that other Eastern Partnership countries have the same problems on the long-term economic
growth and the comprehensive activities for creating a positive business and investment image [10].

The findings from the comparative analysis suggest that Ukraine has better position among
the Eastern Partnership countries because of the development of consistent image projects to
support political and economic initiatives of the government institutions. At the same time, other
states of the Eastern Partnership do not have the appropriate development of this direction and only
in the last years have intensified activities on the transformation of the perception of the state image
at the international and European level. However, political and economic instability remains the
main obstacle to the formation of a positive perception of Ukraine in the world. The problem of
institutional support of Ukraine’s image is the low efficiency of existing government programs and
the specific practices of government institutions. Therefore, development and implementation of
public diplomacy strategy will update the administrative political structure, form an integral image
of Ukraine as a political actor, and involve the public in foreign and domestic political processes
taking place in the country.

Conclusions. Formation and implementation of the public diplomacy strategy would allow
improving its content; ensure the cultural and information presence of the state abroad; deepen
constructive and mutually beneficial cooperation in economy, culture, education, science,
innovation, tourism and sports; increase the prestige and positive image of Ukraine in the host
countries; disseminate information about the achievements and spiritual values of the Ukrainian
nation to ensure effective communication of the state with Ukraine’s citizens who are permanently
residing or temporarily staying abroad.

Public diplomacy as a tool for information and analytical support of foreign policy and
economic activity covers the practice of interstate relations, implemented through information and
communication technologies, and is used by diplomatic missions in the current operational, tactical
and strategic planning. As a result, the communication factor of foreign policy and economic
appears in the information support of the diplomatic activity and is realized in three directions: the
first is the ideological support of foreign policy and economic by developing and promoting
initiatives and proposals that would be in line with the national interests of the state; the second
direction is the practical provision of foreign policy and economic activities in order to maintain
international authority and active influence on world policy implemented through the active using
information and communication technologies for solving problem and crises; the third direction is
organizational within which the information provision of diplomatic institutions in the host
countries and the optimal coordination of activity of the diplomatic representations with the centre
and other foreign missions are carried out.

Taking into account the prospect to develop and expand this research, it would be relevant to
continue investigating any threats to Ukraine’s political and economic positions in the EU and the
world. Additionally, it requires analyses of past and present activities of the Ukrainian diplomatic
missions abroad to improve national political, economic and cultural promotion in the European
countries, so that in the future it may become an example for the development of other regional
directions of Ukraine’s public diplomacy.
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Abstract. This article examines, classifies and categorizes various types of project risks
inherent to international project finance and discusses legal techniques employed by the key
participants of project finance to mitigate each of these risks based on thorough examination of
project documentation typically elaborated for this purpose. It covers both commercial (internal
and external) and non-commercial risks, in particular, completion risk, risk of excess expenditure,
operational risk, environmental risk, risk of insufficient revenues, supply risk, currency risk,
inflation risk, interest rate risk and others. The author argues that non-commercial risks, including
political or country risks, present even greater peril for an international project and offers a
complex of protective legal measures which could be used for diminishing such risks in the long
run. The conclusions formulated at the end of the article present the author’s personal attitude
towards legal solution of the problem of minimization of the project risks arising within
international project finance.

Key words: project finance, project company, commercial risks, non-commercial risks,
contractual remedies.

AHOTaWiA. YV yit cmammi Oocniddcyromecs ma Kiacu@iKylomocs pisHOMAHIMHI  8UOU
NPOEKMHUX — PUBUKIB, AKI NPUMAMAHHI  MIJCHAPOOHOMY NPOEKMHOMY (DIHAHCYBAHHIO, mMdA
BUBYAIOMBCA IOPUOUYHT THCMPYMEHMU, AKI 3ACTOCO8YIOMbCA KNI0UO0BUMU YUACHUKAMU NPOEKMHO20
Qinancysanns O MIHIMI3Ayii KOJMCHO20 3 YUX PU3UKIB, HA OCHOBI GUBUEHHS NPOEKMHOI
OOKyMenmayii, wjo po3pobrsemvcs 011 yiei memu. Y cmammi ananizyromscs K KOMepyiuHi
(6HYMPIWHI Ma 308HIWIHI), MAK | HEKOMEPYIUHI PUBUKU, 30KDeMA, PUSUK He3a8epUuleHOCIi NPOeKmy,
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PUBUK  NepesUjeHHs KOWMOPUCY NPOeKMmy, ONepayitiHull pUu3uK, pusuK 3ano0isiHHA UWKOOU
HABKOIUWHBbOMY NPUPOOHOMY  Cepedo8UWy, PUUK HEeOOCMAamHb020 00csa2y 00X00i8, WO
2eHePYIOMbC NPOEKMOM NiCA 1020 3A6EePUIEHHS, 8ANIOMHUU PUBUK, [THOIAYIIHUL PUSUK, PUSUK
HeCNpUAMAUBUX 3MIH y YIHOGIU KOH TOHKMYPI YU po3Mipi 8i0COMKOBUX CMABOK ma inwii. Aemop
HA20NOWYE HA MOMY, WO HEKOMEPYIUHI PU3UKU, GKIIOUAIOYU NONITMUYHUL PUSUK, CIAHOGTIAMb e
Oinvwy 3azcpo3y 014 peanizayii MIJCHAPOOHO20 NPOEKmy, ma NPONOHYE KOMNIEKC 3AXUCHUX
npaeosux 3axo0dis, AKi MOJNCHA 3ACMOCO8Y8amuU OJisl 3MEHUIeHHA MAKuUX DPU3UKIE y Mmpueanii
nepcnekmugi. Bucnosku, cgopmynrvosani Hanpukinyi cmammi, npeoCcmasisioms A8MOPCbKY
NO3UYiI0 CMOCOBHO PO38 A3aHHA NpoOLeMu MIHIMIZaAYil NPOEKMHUX DPU3UKIE, WO BGUHUKAIOMb 8
PAMKAX MIHCHAPOOHO20 NPOEKMHO20 IHAHCYBAHHS, 3 OONOMO2010 NPABOBO20 THCMPYMEHMAPIIO.

KuarouoBi caoBa: npoexmue pinancysanns, npoeKmua KOMNAHIA, KOMEPYIUHI pusuxu,
HeKOMePYIUHI pU3UKU, 00208IPHI 3ACO0U NPABOBOCO 3AXUCTIY.

AHHOTaNUsA. B Oanuoil cmamve uccaedyromcs u KiaACCUGUUUPYIOmMcs: pasiuyHvie 8uUobl
NPOEKMHBIX PUCKOB, KOMOpble CEOUCMBEHHbL NPOEKMHOMY (DUHAHCUPOBAHUIO, U UZVYAIOMCS
ropuouYecKue UHCMpPYMeHmyl, KOmopblie NPUMEHAIOMCS KI0Ue8biMU VUACMHUKAMU NPOEKMHO20
QuHaHCUpOBaHUs OJIs1 MUHUMUZAYUU KAXHCOO20 U3 IMUX PUCKOS, HA OCHOBE U3YUEHUS NPOEKMHOU
OOKYMeHmayuu, paspabamvléaemori ¢ 3motil yeavlo. B cmamve ananusupyomes Kaxk kommepyecKue
(6HympenHue u eHewHue), MaxK U HeKOMMEPUeCKUe Pucku, 8 YaCMHOCMU, PUCK He3A6ePULeHHOCU
npoeKma, puck npegvluueHus: 0lI00XHcema npoekma, OnepayuoHHbIll pUcK, pUcK NPUYUHeHUs 8pedd
OKpyJicaioujell cpede, Puck HeOOCMAamouyHO20 00bemMa 00X0008, 2eHEPUPYEMbIX NPOEKMOM NOCe
€20 3a6epulenus, BANIOMHBIU PUCK, UHQIAYUOHHBIU PUCK, PUCK HeONa2ONPUAMHLIX U3MEHEHUll 8
YEHOBOU KOHBIOHKMYpe UU pasmepe NPOYeHMHbIX CMagok u opyaue. Aemop noodyepkugaem, 4mo
HeKoMMepUecKue PUCKU, BKIIYAs NOIUMUYECKUNl PUCK, Npedcmasisaiom cobol euje OOIbULYio
Vepo3y 0J1 peanu3ayuu MedcOyHapoOH020 NPOeKma, u npedideaem KOMNJIEKC 3auumHnblX npasoebix
Mep, Komopbie MONMCHO NPUMEHAMb OJi YMEHbUIeHUs MAKUX PUCKO8 8 ONUMENbHOU nepcnekmuse.
Buv1600vl, cihopmynuposanuvie 6 konye cmamovi, nPeOCMABIAIOM AGMOPCKYI0 NOZUYUI) KACAMENTbHO
paspewieHusi  npooOIeMbl  MUHUMUZAYUU — NPOEKMHBIX — PUCKOS,  BOZHUKAIOWUX 6  PAMKAX
MENHCOYHAPOOHO20 NPOEKMHO20 (PUHAHCUPOBAHUS, NPU NOMOWU NPABOBO2O UHCIPYMEHMAPUSL.

KiroueBble cioBa: npoexkmuoe @uuancupoganue, NPOEKMHASL KOMNAHUSA, KOMMepYecKue
PUCKU, HEKOMMEPHeCKUe PUCKU, 002080PHblEe CPEOCMBA NPABOBOUL 3AUUMBL.

General statement of problem. Project finance presents a method of raising long-term
finance exclusively for the specified project. Under this scheme the banks shall provide loans
specifically for the project implementation, and these loans shall be repaid solely by the cash-flow
generated by the project. Thus, the lenders take the most part of the risk of success or failure of the
project. The success of the project finance over the last decades has been largely driven by the fact
of internationalisation of the investment markets and desire of the national governments to shift the
burden of financing of public-sector projects to the private investors. This is especially significant
for Ukraine where public and private partnership, despite availability of applicable law, remains
insufficiently developed.

The basic structure of project finance involves establishment of a special purpose vehicle
company created exclusively for the purpose of running the project and traditionally called the
‘project company’. The predominant part of funding for the project is provided by the lenders
(usually a syndicate of international banks) which enter into the loan agreement with the project
company acting as the borrower to finance the project. Since the project company running only the
business related to the project has no sufficient assets to secure the whole amount of debt finance or
credit history, lenders shall rely only on the future cash-flow to be generated by the project. Taking
into account that the project company has no business record or credit history, the lenders’ decision
to advance funds is based solely on a projection of future cash flow from the project which is not
yet completed, and this fact gives rise to the uniqueness of the risks taken by the creditors funding
the project.
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Project finance is inextricably connected with significant risks, which should be painstakingly
identified, qualified and scrupulously assessed with due advance in order to respond to various
detrimental scenarios. Unlike other forms of financing, project finance is a long-term business,
extremely vulnerable to different exposures non-relevant to traditional credit transactions. In order
to avoid subsequent disputes and cumbersome negotiations, identified risks should be carefully
allocated between different groups of participants in the project, and this sharing of risks should
ultimately be reflected in the project documentation. Adequate allocation of a risk to a particular
party in the project should imply that this party is able to control and manage this risk and that it has
enough resources to face that risk if it occurs. The project documentation should also envisage
mitigation of the risks to the maximum extent possible. These reasons determine high significance
of our present investigation of the project risks and suitable legal instruments and techniques of
their elimination within international project finance.

Recent researches and publications. In international scholar community problems related to
project risks were adequately highlighted by J. Delmon in its Ph.D thesis ‘Increasing the Efficiency
of Risk Allocation in Project Financed Infrastructure Transactions by Reducing the Impact of Rick
Noise’ [Delmon, 2008]. Specific legal issues related to international project finance and adjacent
topics were examined, in particular, by R. Brealey [Brealey, 2014], J. Dewar [Dewar, 2011], S.
Hoffmann [Hoffmann, 2007], I. Mubaydeen [Mubaydeen, 2003], P. Nevitt [Nevitt, 2000], P. Orta
[Orta, 2011], K. Sin [Sin, 1987], C. Tinsley [Tinsley, 2000], G. Vinter [Vinter, 2006], Ph. Wood
[Wood, 2007], E. Yescombe [Yescombe, 2014]. In Ukrainian and Russian doctrine, however, these
problems have been only incidentally considered, in particular, by S. Kuznetsov [Kuznetsov, 2016],
D. Kuziak [Kuziak, 2010], A. Negoda [Negoda, 2012], Ya. Ovsiannikova [Ovsiannikova, 2011], V.
Tyschenko [Tyschenko, 2013], A. Shamraev [Shamraev, 2009], O. Yunko [Yunko, 2014], though in
their writings issues related to project finance and, in particular, project risks have been examined
predominantly from economic perspective. Our present research presents a modest contribution to
preceding scientific investigations in this field.

The purpose of this article is to examine, classify and categorize various types of risks
inherent to international project finance and discuss legal techniques employed by the key
participants of project finance to mitigate each of these risks based on thorough examination of
project documentation typically elaborated for this purpose.

Main research results. From doctrinal point of view, project risks can be classified into two
broad categories, namely commercial and non-commercial risks (sometimes referred to as political
or country risks). Commercial risks may further be divided into internal risks (i.e. those incidental
to the project and dependent on the type and scope of project) and external risks (i.e. risks of events
not directly related to the project, which nevertheless may have adverse impact on the project’s
viability and likelihood of its implementation). The essence of project finance is identifying the
risks and determining who should bear them [Wood, 2007: 5]. It is submitted that risk cannot
always be mitigated or contracted away, but it can be assessed, allocated, and managed so that it is
commercially reasonable [Dewar, 2011: 81].

A. Shamraev suggests that legal instruments used for elimination (minimization) of risks
encompass collateral arrangements (primarily bank guarantees and insurance), contractual
mechanisms (conditions precedent of an international loan agreement, preliminary long-term
agreements with suppliers and agreements on hedging currency risks with a bank, and agreement
with the host state), private international law tools (choice of law and choice of jurisdiction), as well
as organizational and legal instruments (incorporation of the project company and opening bank
accounts abroad) [Shamraev, 2009: 25].

Among internal commercial risks which pertain specifically to the project itself we should
primarily specify completion risk which is a risk that the project will not be completed on time
and/or within the estimated budget. Delays in completion may take place when the contractor fails
to perform under the construction contract or when the suppliers fail to supply fuel or equipment, or
necessary connections to the project. Non-completion of the project may also be caused by force
majeure circumstances or any defects inherent in the construction process, as well as legal
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deficiencies (for instance, failure to obtain relevant permits, licences or consents for construction of
the project (the consent risk), failure to obtain title of ownership or leasehold interest in the project
site and any additional land needed for construction).

Delay in completion is one of the major risks for the lenders, since they should be confident
that the loan will be repaid out of the project cash-flows starting from a particular date. In case of
delay generation of revenues shall evidently be postponed. As a result, the costs for servicing the
loan will be higher, because the debt shall remain outstanding during a longer period of time. In
addition, penalties may be triggered under the supply contracts or off-take agreements. Overall
costs of the project shall be increased, while profit of the equity investors shall fall.

As Ph. Wood observed, in project finance contract is a king. The project contracts involve a
sharing of risk: is the risk borne by a project sponsor, a project contractor or the project (the
lenders)? [Wood, 2007: 12]. Completion risk is also mitigated primarily by contractual mechanism.
Construction contracts should be structured to incentivize timely completion and include
appropriate liquidated damages for delay [Dewar, 2011: 84]. A turnkey date-certain construction
contract imposing stringent contractual sanctions on the contractor for failure to adhere to the
contractual completion date (except for in force majeure circumstances) is a conventional
contractual solution mitigating completion risk. As G. Vinter noticed, a fixed price turnkey
construction contract is intended deliberately to transfer a greater degree of risk than is normally the
case onto the contractor [Vinter, 2006: 94]. Firm completion date is a required milestone date in the
project documentation. Failure to meet this deadline will result in penalties for late completion
envisaged in the construction contract. Besides, definition of term ‘completion of the project’
should be carefully considered at the stage of drafting the construction contract in order to avoid
unnecessary incomprehension in future.

Banks are usually not prepared to take the whole completion risk and are reluctant to allocate
extra money. They may require a completion guarantee from the project sponsors. In the latter case
non-recourse funding becomes a limited-recourse financing. In addition, the lenders generally insist
on obtaining the construction permits by the project company before advancing any funds under the
loan agreement, so compliance with the regulatory formalities available at the host jurisdiction
constitutes one of the conditions precedent contained in the loan agreement. In fact, some licences
and consents may be obtained only at a later stage, so the consent risk cannot be entirely eliminated.
Alternatively, the lenders may feel comfortable if the risk of obtaining the construction and then
operation permits is allocated to the contractor which shall bear responsibility for any delays caused
by failure to obtain such permits.

Completion risk can also be mitigated by regular on-site inspections and close supervision of
the activities of the contractor by the project company’s personnel and external engineer employed
by the lenders who have qualifications and experience in the area of project. Risk of poor
qualification and misconduct of the contractor’s personnel and subcontractors is lessened by prior
approval by the project sponsors and sometimes the lenders of the key personnel and subcontractors
which shall work on the project site. In essence, the project sponsors need to have a high degree of
confidence that the project can be completed on time and on budget, is technically capable of
operating as designed, and that there will be enough net cash flow from the project’s operation to
cover their debt service adequately [Yescombe, 2014: 20].

Some projects (such as mining and other extraction of natural resources) tend to be more
sensitive to completion risk than others. In such projects delays may be caused by the natural
factors, geological or technical problems which could hardly be predicted beforehand. A completion
guarantee provided by the project sponsors to the lenders will be an ultimate solution to reduce
these risks to the satisfaction of the lenders. Under terms and conditions of such guarantee, the
project sponsors shall be responsible for any shortfalls in financing and shall provide funds needed
to complete the project.

Risk of excess expenditure is the risk of a considerable cost overrun as compared to initial
budget of the project. If this happens, the participants shall need to raise extra capital to complete
the project. The lenders may be reluctant to disburse additional money for which they have made no
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prior commitments in the loan agreement, and thus replenishment of funds will remain a source of
major concern for the project sponsors. Moreover, even if additional funds are in place, the financial
structure of the project has been irreversibly modified: the cost of the project has been increased
with no corresponding expansion in the revenues to be generated by the project. Therefore, pay-off
period of the project will be inevitably extended. If no restructuring of the loan is negotiated with
the lenders, such occurrence will mean that the project sponsors will obtain less return on their
investment.

Fixed-price construction contract may be seen as a viable solution to diminish the risk of
construction costs overruns. As G. Vinter observed, the objective of such a contract is to get the
contractor to accept as many as possible of the risks that would result in an increase in the cost of
carrying out the works [Vinter, 2006: 107]. However, even in this case the contractor may ask for
additional funding, in particular, in case of changes in contractual specifications or changes in laws
applicable to the project (for example, introduction of more onerous environmental standards
requiring to employ additional waste treatment facilities). In addition, the project sponsors may
agree to ‘pump’ an additional equity capital into the project company to cover any cost overruns at
the construction stage. Similarly, to mitigate cost overrun risk, lenders may require that a certain
amount of cost overrun support is procured by the project company either by way of allocated debt
facilities and/or equity contribution commitments from the sponsors [Dewar, 2011: 85].

Operational risks are the risks related to inadequate performance of the project upon its
completion (i.e. if performance falls below the minimum required standard output), hidden defects
in technologies used, insufficiency or inadequacy of natural resources needed for the project
operation, higher level of maintenance costs and supply costs as compared to their initial
assessment and so on. Such risks may result in considerable downturn in the anticipated cash-flow
or even financial losses due to higher operating costs.

Key factors contributing to the level of operational risks include malfunctioning of
technologies used by the project, unavailability of fuel and equipment, maintenance problems,
‘human factor’ (negligent operation, poor management, operator’s mistakes) and so on. Long-term
risks cannot be excluded for sure and forever, even if the project has been properly completed,
tested and put into operation. Moreover, they may appear to be unquantifiable, if the project uses
new technologies and innovations.

Generally, poor performance of the project due to technical reasons or any mistakes
committed during its construction shall result in penalties and other liabilities incurred by the
contractor. However, financial sanctions under the construction contract are usually capped and
may therefore be inadequate to the level of loss of revenues; the lenders feel more comfortable if
the contractor is one of the project sponsors with an equity investment in the capital of the project
company, since in case of malfunctioning of the project it will face loss of its equity return, in
addition to contractual penalties. Besides, the contractor and/or manufacturer of the equipment,
further to a conventional warranty, may provide a long-term performance guarantee covering
defects in design and construction emerging due to the contractor’s or manufacturer’s fault
(however, the contractor or manufacturer might argue that defect was caused by maloperation of the
project, rather than by its own mistake). Additional coverage of these risks may be obtained from an
insurance company as a part of insurance package, but this solution may prove to be very
expensive. Furthermore, the project sponsors may provide a long-term performance guarantee to
ensure a greater comfort to the lenders in this respect.

Environmental risks in project finance may by entailed by an industrial or similar project
generating waste, CO2 emissions, noise pollutions and other adverse impact on the natural
environment. The contractor and operator of the project are required to meet environmental
standards during construction and operation of the project. The project company may face the risk
of failure to obtain an environmental permit to construct and operate the project (if needed under the
applicable laws of the host jurisdiction) or this permit may subsequently be withdrawn, or changes
in law may be later introduced and compliance with such advanced environmental standards will
require additional expenditures. Violation of these standards may result in severe financial sanctions
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applicable to the project company, deterioration of relations with local government and rough
opposition of the local community to construction and operation of the project. Even lenders may
face reputational challenges in their home jurisdictions for supporting a project which is deleterious
for environment. Therefore, conducting an environmental audit of the project may be a condition
precedent under the loan agreement to reduce the lenders’ concerns.

Risk of insufficient revenues is the risk that the project will generate less profit than is needed
to cover its operational and maintenance costs, to service the debt under the loan agreement and to
grant adequate return on investment of the project sponsors. In fact, lenders rely on the future cash
flow projected to be generated by the project to pay their interest and fees, and repay their debt
[Yescombe, 2014: 7]. This risk may emerge if, for example, the production output of the plant is less
than anticipated, if the price established for the products is inadequate or uncompetitive given the
market conditions or if the volume of the market is not corresponding to initial evaluations. Project
may be extremely vulnerable to long-term problems if it operates in instable market environment
with tough competition or stringent price control by the host state. Price risk is a specific instance of
this risk relating to instable market prices for the project products referring both to supply prices
and sales prices.

Such risk may be best covered by an off-take agreement (namely a take-or-pay contract
whereby the price risk and risk of low demand to the project products are transferred from the
project company to an off-taker), hedge agreement concluded with market intermediaries (hedging
the price risk associated with the project products), contracts for difference and long-term sales
contract (usually concluded if the project commaodities are traded within a limited marketplace). In
case of an off-take agreement this risk is transformed into the risk of insolvency of an off-taker.
Under the typical form, the project sponsor enters into a purchase agreement with the project
company under which the sponsor agrees to buy the project product, e.g. minerals or oil, and to pay
for it, even if not delivered for any reason, up to an amount equal to scheduled payments on the
bank loans [Wood, 2007: 32].

Sometimes, the project sponsors shall guarantee not only that the project will be completed in
time in entire accordance with its specifications, but also that upon its start-up it will achieve the
targeted level of efficiency under the relevant cash-flow requirements (a ‘revenue guarantee’).
Project finance may also take the form of a limited-recourse financing when the sponsors agree to
provide the project company with additional funding for debt service in case if the cash-flow
generated by the project is not sufficient or is suddenly reduced below the minimum performance
criteria. For instance, the project sponsors may agree to pay the interest accrued on the amount of
loan if the project company is unable to service its debt due to any shortfalls in the revenues
generated by the project.

Supply risk presents the risk of unavailability of the main fuel or the other raw materials or
any kind of general utilities (such as electricity and water) which may lead to a delay in completion
of the project or result in stoppage of the whole project plant and prevent its operation. If the
supplier fails to supply, the project company may suffer loss of its revenue and incur extra cost
when engaging an alternative supplier or obtaining other sources of supply. This risk may be
minimized by entering into a long-term supply contract for definite volumes of the raw materials
with the fixed purchase price which (ideally) will remain unchangeable during the whole life of the
project; alternatively, the risk may be passed to an off-taker (if it is prepared to take this risk). The
project company should enter into the supply contract with a reliable vendor (for example, a major
oil or gas company) having the adequate reserves of the raw materials being in excess of what is
required for the project.

External commercial risks (which may also be referred to as ‘macroeconomic risks’) may
include currency risk (i.e. downturn of local currency obtained by the project company in return for
the project’s products), inflation risk, increase of floating interest rate and so on. They differ from
the risks outlined above, since they do not stem directly from the scope and nature of the project
itself; rather, they refer to the economic circumstances in which the project is constructed and
operates.
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Currency risk generally refers to volatility of currency exchange rate (not to introduction of
currency control or other regulatory measures impeding unfettered transfer of the currency across
the borders of the host jurisdiction, which is commonly treated as a political risk). Currency risk
shall arise when the costs and expenses related to the project at the construction stage are paid in
one currency, while the loan is provided in another currency. Considerable depreciation of the loan
currency may even cause construction costs overrun. Currency risk may also arise upon finalization
of construction of the project: if the local currency in which the project company obtains its
revenues falls in value, this event will affect its ability to service the debt. This risk can be
eliminated if the finance for the project is provided in the local currency, but in practice this may
not be possible or practicable, especially in developing countries with weak domestic currency.
Alternatively, the contractor and suppliers may be persuaded to quote their prices in the currency of
the loan (if permitted by the local legislation and if these persons are prepared to take currency
exposure). Currency risk may theoretically be hedged by currency derivatives, such as forward
contracts and currency swaps (though in project finance practice they are rarely employed).

Inflation risk is the risk of major increase of the general price level. Inflation in the host
jurisdiction (if it occurs at the construction stage) may inevitably lead to escalation of project costs
and even costs overrun, as well as to reduction in the return on investment of the project sponsors.
This risk is minimized by ‘freezing’ the prices in construction agreement and fees in most contracts
with external advisors. However, inflation at the operation stage may serve as a benefit to the
project company and the sponsors offering an optimistic scenario, since the inflated cash-flows will
increase the project revenues, while the debt service is not directly subject to inflation.

Interest rate risk will arise if the project is financed by a floating rate loan or bonds (fixed rate
loan shall not entail such risk, but, as a matter of practice, funding of the project at a fixed rate is
generally unavailable due to high economic risks for the lenders). In this case the cost of debt
service shall depend on the level of the floating rate benchmark, such as LIBOR. Lenders borrow
funds at the interbank deposit market at such benchmark rate and then lend these funds to the
project company adding margin to this base interest rate. Thus, the ultimate interest rate is re-
considered every interest period.

Since the interest accrued on the funding loan is not payable during the construction phase
and is normally capitalized (i.e. added to the amount of the loan), the interest rate risk shall cause
adverse economic consequences when the operation of the project has commenced and revenues are
generated: higher interest payments as initially estimated will lead to lower project return, thus
reducing the profit extracted by the project sponsors. Therefore, arrangements for hedging the
interest rate risk should be put in place when floating rate loan is taken to avoid unnecessary
expenses. Such arrangements commonly include interest rate swaps, as well as interest rate caps and
floors. Interest rate swap is an agreement between two parties, under which one of the parties agrees
to pay a fixed rate on a certain amount to the other party and will obtain from that other party a
floating rate (being fixed on that date) on the same amount. In essence, the project company
entering into the interest rate swap with its swap counterparty ‘hedges’ the risk related to its
obligation to pay floating rate under the loan agreement with the lenders. As a matter of practice,
mutual payments under the interest rate swap are not effected. The relevant payments are netted and
one of the parties shall pay the net amount of debt.

In addition to host-country financial risk, political risk is significant in international project
finance [Hoffmann, 2007: 23]. Political environment plays a vital role in project implementation.
Sustainable development and success of major long-term projects involving considerable financial,
material and human resources is impossible without political backing and at least friendly
ambience. In a range of situations only direct instruction from the host government authorities may
fundamentally change a deadlock situation to the benefit of the project company. Generally, a
project is deeply rooted in a local jurisdiction and is vulnerable to adverse changes in political
climate and applicable laws. Participants of the project should assess not only economic feasibility
of the project, but also its political sustainability which may be ensured only if the project offers
beneficial solutions to the local community and host state as a whole. Political risks (or sovereign
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risks of a country) are significantly high, if the project is located in a developing country with
instable political situation and weak central government.

Political risks are rather wide in scope and encompass risks of loss of investment by virtue of
governmental actions (for example, due to expropriations without compensation, nationalisation,
confiscation of property due to political reasons etc.); risks related to political and civil force
majeure circumstances, such as wars, military actions, civil disturbance and disorders; risks of
adverse changes of local legislation and regulations; risks of repudiation of a contract concluded
with a sovereign party.

Expropriation of the project company’s assets and other property related to the project is one
of the major political risks which cannot be entirely excluded even in the case when a concession
agreement is in place and the host government demonstrates most favoured treatment to the project.
National government always has a sovereign right to seize private assets in emergencies, for
example, in war time if this is needed in the interests of national security. However, the government
usually provides compensation for such seizure of property. By contrast, expropriation is a coercive
measure which constitutes seizure of the privately owned assets without payment of just
compensation. If the project suddenly appears to be in the public ownership, the lenders and
investors may obtain nothing even to cover their previous expenses related to the project.
Practically, the host government may declare the project to be nationalized, or seize the assets of the
project company, or may gain control over the project company obtaining the power to appoint its
governing bodies and take other essential decisions. There are a lot of indirect measures of political
pressure which may be used by the host state authorities to deprive the project company or the
project sponsors of the ultimate benefit from the project or even to take the project over. Concession
agreement or government support agreement cannot be seen as a ‘panacea’ against this risk, but
they may provide for compensation payable in such case.

Civil turbulence, military actions, terrorist attacks and other forms of political violence may
also be extremely harmful for the project causing physical damages or preventing its normal
functioning and operation. Blockades and embargoes introduced externally in respect of the host
jurisdiction may equally prevent successful completion of the project due to unavailability of
equipment of raw materials supplied from abroad. Mitigation of such political risk by insurance or
public guarantees may be required by the lenders, especially in case of permanent political
instability within the host state.

Changes in law may pose a significant threat to the project, increasing the costs of the project,
frustrating the project company’s rights and ability to operate, invalidating key project contracts
and, at worst, rendering further project activities illegal. Choosing the jurisdiction for launching the
project the participants should investigate whether its ‘legal climate’ is friendly enough for the
project. In particular, they must ascertain that investment legislation of the host jurisdiction offers
general guarantees for the overseas investors; that intended project may be privately owned and
operated; that legal and regulatory framework for the project is clear, transparent and
comprehensible without any discrimination in obtaining licences and permits vital for the project.
However, even the most scrupulous analysis of the local legislation cannot peremptorily protect the
project against any subsequent changes in law, changes in regulations, changes in courts’ attitude
towards a particular legal issue or interpretation of legal notions (notwithstanding that a court
decision does not change any law). Adverse legal changes may include, inter alia, increase of
existing taxes or introduction of new taxes (especially withholding taxes on the dividends and
interest payments to non-residents) and import duties payable within the project, which reduce the
profit of the project sponsors; imposition of import control on equipment or raw materials needed
for the project; changes in exchange control and investment regime (for instance, introduction of
prohibition on repatriation of foreign investment); changes in employment control (for example,
introduction of new work permits for foreigners), operational safety and health care rules which
may increase the cost of compliance by the project company with the local labour legislation;
unilateral amendments in or invalidation of the concession agreement concluded by the local public
authorities with the project company; trade prohibitions; amendment or withdrawal of licences and
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permits initially provided to the project company or contractors in respect of the project
implementation.

In general, the risk of negative legal changes should be borne by the end customers of the
products or services (though this may be possible not in each case). Raising alternative funding by
the project company to finance additional costs may face various difficulties. Existing lenders may
be reluctant to provide extra finance and search for new lenders may prove to be futile under such
circumstances.

Protective legal measures against political risks may include the following:

¢ Incorporation of the project company outside the host jurisdiction. The project company is usually
incorporated in the country in which the project is taking place, although it may occasionally be
beneficial to incorporate it outside the country concerned [Yescombe, 2014: 40]. This solution,
however, is rarely workable, since local ‘nationality’ of the project company may be prescribed by
the laws of the host jurisdiction;

e Subjection of the main project contracts to external applicable law and jurisdiction. It should be
noted that this measure may also prove to be impracticable since the assets of the project company
are located within the host state and may be easily seized, and licences and concessions will
invariably be governed by local law;

e Contractual allocation of political risks between the lenders and project sponsors (for instance, the
banks may agree to take political risk, while the commercial risk shall be borne by the project
sponsors); the syndicate of banks may also include public lenders which are prepared to accept
political risks not acceptable for the private lenders;

e Guarantees from the local government (for example, freezing of taxes or state guarantees applicable
to the foreign investors as of the date of launching the project). As a minimum, the host government
may introduce a non-discrimination clause into the concession agreement obliging not to pass any
rule of law or introduce any action having potentially discriminatory effect on the project company
and the project itself (however, in most cases adverse legal changes affect the whole industry in
which the project operates and normally is a part of the overall risk of doing business locally);

o Bilateral international treaties (the project sponsors may benefit from such treaties if they are located
within the state having favourable international treaty with the host jurisdiction).

Multilateral agencies can assist in reducing legal and political risks and thereby generate
standards for financings [Hoffmann, 2007: 20]. In particular, political risks may also be insured with
the Multilateral Investment Guarantee Agency (the ‘MIGA’). This is an international financial
institution which provides political risk insurance and credit enhancement guarantees. The MIGA’s
guarantees protect investments against non-commercial risks and can help investors obtain access to
funding sources with improved financial terms and conditions. The MIGA was created under the
Convention Establishing the Multilateral Investment Guarantee Agency 1985 (the ‘MIGA
Convention’) [1].

Scope of non-commercial risks which may be guaranteed by the MIGA is set out in Article 11
of the MIGA Convention and includes:

e currency transfer risk (any introduction attributable to the host government of restrictions on the
transfer outside the host country of its currency into a freely usable currency or another currency
acceptable to the holder of the guarantee, including a failure of the host government to act within a
reasonable period of time on an application by such holder for such transfer);

e expropriation and similar measures (any legislative action or administrative action or omission
attributable to the host government which has the effect of depriving the holder of a guarantee of his
ownership or control of, or a substantial benefit from, his investment, with the exception of non-
discriminatory measures of general application which governments normally take for the purpose of
regulating economic activity in their territories);

e Dreach of contract (any repudiation or breach by the host government of a contract with the holder of
a guarantee, when (a) the holder of a guarantee does not have recourse to a judicial or arbitral forum
to determine the claim of repudiation or breach, or (b) a decision by such forum is not rendered
within such reasonable period of time as shall be prescribed in the contracts of guarantee pursuant to
the MIGA's regulations, or (c) such a decision cannot be enforced); and

o war and civil disturbance (any military action or civil disturbance in any territory of the host country
to which this Convention shall be applicable).
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In addition, the Board of MIGA, by special majority, may approve the extension of coverage
to specific non-commercial risks, other than those referred to above, but in no case to the risk of
devaluation or depreciation of currency.

Conclusion. Project risks present a complex of potential events which may have an adverse
impact on implementation and performance of project and/or solvency of its participants. These
risks should be classified into commercial (internal and external) and non-commercial risks, with
different legal mechanisms to be applied for their elimination. Some of these risks (including
completion risk, risk of excess expenditure and price risks) may be mitigated through contractual
arrangements, such as a date-certain fixed-price construction contract imposing stringent
contractual sanctions on the contractor for completion delay and budget overruns or off-take
agreements, or by means of additional obligations imposed on project sponsors and fixed in
separate documentation (in particular, a completion guarantee, performance guarantee or revenue
guarantee). The main principle of allocation of project risks is assignment of liability related to a
particular risk on a person who can best manage such risk. Political risks require the most
comprehensive scope of protective legal measures due to their specific features, and international
measures (including bilateral treaties on mutual protection of investment) should be considered as
the most viable protection against such risks.
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Abstract. Complex and comparative analysis of the election and nomination procedure of
Commissioners and the President of the EU Commission has been made from the date of creation
of the High Authority within the European Coal and Steal Community until the establishment of the
modern EU Commission in accordance with the last amendments that have been made by the
Lisbon Treaty. It is proved that due to the entering into force of the Maastricht Treaty, sharpening
of the «democratic deficit» problem and because of other political processes at the beginning of
1990’s within the European Communities, European Parliament obtained ample powers and
leverage on the functioning, election and nomination procedure of Commissioners and the
President of the EU Commission. It is emphasized that election and nomination procedure of
Commissioners and the President of the EU Commission is sufficiently politicized and
bureaucratized at the contemporary stage of the existence of the European Union. The definition of
the phenomenon «politicization of the EU Commission» has been specified. It is outlined that the
phenomenon of politicization of the EU Commission has both positive and negative consequences
on the EU Commission and the EU as a whole. It is established that «politicization» of the EU
Commission may cause disruption of the cornerstone principles on which the EU has been created,
first of all those principles that are related to the theory of functionalism in International Law.
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Anomauin. Kowmicia €gponeticokoco Coi3y (Komicia €C) € 00Hum i3 OCHOBHUX ma
sadicnueux  incmumymie  €eponeticokoeco Corw3zy (€C). Kowmicio €C odocumv uacmo
xapaxkmepusyroms 5K «cepye €8pobropokpamiiy, «3axucHux [locoeopie €eponeticokozo Coiozy» ma
«PYWINIHOIO CcUunolo €8ponelicbkoi inmezpayiiy. He 36adicarouu ma wupoke KOIO NOBHOBANCEHD,
peanvre micye Komicii 6 cucmemi opeanie €C euznauacmovcsa maxKoic noJiMuyHUMU GNAUBAMU, SKI
60Ha ompumana 'y 383Ky 3 axkmusizayiclo npoyecié nonaimuzayii 6 €6poneucbKux
Cnismosapucmeax na nouamxy 1990-x, a nomim ¢ €C. Tomy 6 npasogiu nimepamypi ma Ha
NPAKmuyi Hceaso OUCKYMYIOMbCA NUMAHHA 30inbwenHs noaimuunoz2o eénaugy Ha Kowicio €C,
30Kpema 6 maKkoMy NPUHYUNOBO BANCTUBOMY NUMAHHI, K (QYHKYIOHY8AHHA, 0OpaHHA mda
npusznadenns unenie ma Illpesuoenma Komicii €C. Mema cmammi € 30iliCHeHHs NOPIBHAIbHO2O
amanizy 3MiH 6 npoyedypi obpanua ma npusHaueHHs unenie ma Ilpesudenma Kowmicii €C,
NOYUHAIOYU 3 MOMeHm) CmeopeHHs Bepxoenoco opeamy, saxuii 0ias 6 medxcax €8ponelicbko2o
Cnismosapucmea Byeinns ma Cmani (€CBC), 00 cb0200HiWHIX OHI8 3 YPAXYBAHHAM OCHMAHHIX
3MiH, sKI Oyau eneceni Jlicaboucvkum 0oeosopom 1 epyons 2009 poky, HAOaHHS GU3HAYEHHS.
nouammio «noaimuzayis Komicii €Cy, 30ilicHeHHsI KOMNIEKCHOI OYIHKU BNAUBY NOMIMmu3ayii
Kowicii €C nua ii ¢hynxyionysanns ma na npoyec egponelicokoi inmezpayii 6 yinomy. B cmammi
30IlICHEHO KOMNIEKCHUU NOPIGHAIbHUL AHANI3 Npoyedypu 0OPAaHHA ma NPUSHAYEHHS UYNeHi8 ma
IIpezuoenma Kowmicii €C 3 momenmy cmeopenusa Bepxoenoco opeany, saxuii 6yi0 cmeopeHo 8
pamkax €CBC, 0o cmanosenenns cyuacnoi Komicii €C 3 ypaxysauHsam OCMAaHHIX 3MIH 6HECEHUX
Jicaboncorkum Jlocosopom. [losedeno, wo 3 nabpannam yunnocmi Maacmpuxmcorozo [lozosopy, y
383Ky i3 3A20CMPeHHAM npobaemu «oeiyumy O0emMoKpamii», a MaxKoxic aKmueizayicro THULUX
nonimuynux npoyecie Ha nouamky 1990-x poxie 6 medxcax €eponeiticokux Cniemosapucms,
€sponeticokuti Ilapramenm Hadys 00CMAmMHbO WUPOKUX NOGHOBAICEHb MA 8AMCENIE GNIUSY HA
@yHKyioHysanHs, npoyedypy obpanns ma npusnauenus uneuie ma Ilpesudenma Kowmicii €C.
Bucsimneno, wo npoyedypa obpanns ma npusnavenns unerie ma Ilpesudenma Komicii €C ¢
NONIMU308aHO0  mMa OOCMAMHbO  OIOPOKPAMU308AHOK HA  CYYACHOMY emani ICHY8AHHs
E€sponeticbkoco Coro3y, Ha wo ekasye sakpiniena 6 /locoeopi npo €C imnepamusHa HOpmMa nNpo
Heobxionicms €eponeticokii Paodi, npu npusnauyenni kanoudama Ha nocm Ilpezudenma Komicii
€C, bpamu 0o ysazu pezyribmamu OCMAHHIX 6ubopie 0o €sponeticbkozo Ilapramenmy. Hadano
énacue gusnauenus gpenomeny «nonimusayia Komicii €Cy». Tax, 3 mouxu 30py asmopie, MO#CIUBUM
€ HAOAHHA HACMYNHO20 BUSHAYEHHS YbOMY (DEHOMEHY — Ye aKMUHa y4acms ma 6UCOKUL CMYNiHb
8NIUBY NONIMUYHUX AKMOPIE MaA IHCMUMYmieé Ha Npoyedypy O0OpPaAHHA MA NPUSHAYEHHS CKIAdy
Kowmicii €sponeticokoco Cow3sy, a makoxc Ha il (YHKYIOHYBAHHA 5K NPOGIOHO20 IHCMUMYMY
€sponeticokoco Cow3y, 3 0OHOUACHUM BUKOPUCMAHHAM YbO2O GNIUBY 3 Memol 3d0080JIeHHs
61ACHUX NOMIMUYHUX nompeb abo inmepecis. 3asznaueno, wo genomen nonimusayii Komicii €C
Mae ax nosumusHi, max i Hecamusti nacaioku oaa Kowmicii €C ma €C. 3 o0nozo 60Ky, norimusayis
Kowmicii €C mooce posensioamucs sk maka, wo MAae nO3UMUGHI PUCU, 30KpemMd MOMY, WO 60HA
cnpuse giokpumocmi icmopuyno 3abiopokpamuzosanux incmumymie €C ma modciueocmam o
0eMOKpAMUYHUX BNAUBIE HA HUX. 3 iHwoeo 00ky, noaimuzayis Kowmicii €C mooxce mamu
He2amueHull 6nau6 Ha il He3aNedCHICMmb ma HeynepeodCeHicmv 6 npoyeci NPUiHAMMmMs Hero
sadiciueux piutenv. Hanpuxnao, eucoxuti pisenv «nonimuzayiiy Komicii €C moowce 3a6aoumu il
Jecimumno 3abesneyygamu 0ompumants 3axonooascmea €C ma ocnosononodxicnux ozoeopie €C
pazom i3 Cyoom cnpaseorusocmi €eponeticokoeo Corwsy. Oxapakmepuzoeano 6niue eHomeHry
noaimusayii Kowmicii €C ua ¢ynxyionyeanns Komicii €C ma €C 6 yinomy. J{ogedeno, ujo
nooanvute posuwupenns «noaimuzayiiy Komicii €C mooce cnpuuunumu, Ha OymKy asmopie, niopue
MUX OCHOBONONONCHUX NPUHYUNIB, HA AKUX noOYyoosanuii cam €C, nepedycim nog'sazanux 3 meopicio
@yuKkyionanizmy ma nepeodauaromv UimKy Bi00OKPEMIEHICMb eKOHOMIYHUX, COYIAIbHUX mMd
MexHIYHUX cghep OisbHOCMI 810 NOTTMUYHOL.

Knrwowuosi cnosa: Kowmicia €C, nonimuzayis, eniue noaimusayii, nopsoox 00paHHs ma
npusnavenns ynerie ma Ilpezudenma Komicii €C, €C.
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AHHOTauMs. [IposedeH KOMNIEKCHbIU CPABHUMENbHbIU AHANU3 Npoyeodypbl U3Opauus u
HasHawenus 4ienos u Illpezuoenma Komuccuu EC ¢ momenma cozoanus Bepxosnoeco opeana,
Komopwlii 6vi1 coz0an 6 pamkax Eeponetickoco Coodbwecmea Yena u Cmanu, 00 cmanosieHus
cospemennoi Komuccuu EC ¢ yuemom nocieOHux usmeHeHutl, 6HeceHHvlx Jluccabonckum
Llozosopom. Jokasano, umo co ecmynnenuem 6 cuny Maacmpuxmckoeo [ozoeopa, 6 céasu c
obocmpeHuem npobremvl  «Oepuyuma OeMOKpamuu», a maxKxce aKxmusuzayuei Opyeux
noaumuveckux npoyeccos 6 nauane 1990-x 6 pamxax Eeponetickux Coobwecms, Esponeiickuil
llapnamenm  nonyuun  O0OCMAmMOYHO  WUPOKUE  NOIHOMOYUS U  pbluaeu  GIUAHUAL — Hd
@yukyuonuposanus, npoyedypy uzbpauus u Hazmauenus unenos u Ilpezudenma Komuccuu EC.
Tloxazano, umo npoyedypa uzoparus u Haznavenus yrernos u Ilpesuoenma Komuccuu EC aensemcs
NOAUMUSUPOBAHHOU U OOCMAMOYHO  OIOPOKPAMUIUPOBAHHOU  HA — COBPEMEHHOM — dmane
cywecmsosarnus Eeponetickoco Corosa. Jlano cobcmeennoe onpeoenenue NOHAMUKX «NOIUMU3AYUS
Komuccuu ECy. Vrazano, umo ¢henomen noaumusayuu Komuccuu EC umeem kax nosumueHuvle,
maxk u Hecamueuvle nocieocmsust 011 Komuccuu EC u EC. Oxapakxmepuzosano enusanue gheHomena
noaumuzayuu Komuccuu EC na ¢ynxyuonuposanus Komuccuu EC u EC 6 yenom. /lokazano, umo
«nonumusayusy Komuccuu EC moorcem 6viz6amsb noOpvl8 OCHOBONOLONCHLIX NPUHYUNOS, HA
Komopwix nocmpoern cam EC, npedxcoe 6ceco, c8a3aHHbIX ¢ meopuel QYHKYUOHANUIMA 8
MeANCOYHAPOOHOM npase.

KiroueBble caoBa: Komuccua EC, noaumusayus, 61usHue NOAUMUIAYUU, HOPSAOOK
usbpanus u Hazuadenus ynenos u llpezuoenma Komuccuu EC, EC.

Research problem setting. Commission of the European Union (Commission of the EU) is
one of the main institutions of the European Union (EU). Creation of the Commission of the EU
and delegation to it the wide terms of reference historically associate with the unique supranational
feature of this institution. The supranational feature of the Commission of the EU is manifold and
can be traced in its organizational structure, powers and tasks that are conferred on it by the Treaty
of the European Union (TEU).

In such a way, according to Art. 17 of the TEU the Commission shall promote the general
interest of the Union and take appropriate initiatives to that end [1]. Commission of the EU is
frequently characterized as «the heart of euroburaucracy», «the guardian of the Treaties of the EU»
and «the engine of the European integration». Commission of the EU is one of the most influential
international organizations in the whole world, it is impossible to find the same one [Kassim,
Peterson, Bauer, 2013: 1]. In many respects the Commission of the EU is a sui generis institution.

In accordance with Art. 17 of the TEU, Art. 249, 314 of the Treaty on the functioning of the
European Union (TFEU), Commission of the EU is conferred with the following powers: the
monopoly right of legislative initiative in respect of areas which are fallen within exclusive and
common competences of the European Union; drafting annual reports on the actions of the
European Union; supervision over the proper use and effective expenditure of the budget of the
European Union; mutual supervision with the Court of Justice of the European Union over the
implementation and observation of the legislation of the European Union by the Members States;
representation of the European Union in external affairs of the EU in areas that are not fallen within
the common foreign and security policy as well as conducting of negotiations on the conclusion of
treaties where one of the parties is the EU [1, 2].

In spite of the wide terms of reference, the real place of the Commission of the EU within
the system of the EU institutions is also determined by the political impact, that took place because
of the activization of politicization processes within the European Communities at the beginning of
the 1990’s and then in the EU. For this reason, both in legal literature and in practice the issue on
the expansion of the political impact on the Commission of the EU, interalia in such important
issues as functioning, election and nomination procedure of Commissioners and the President of the
Commission of the EU.

Analysis of the latest researchers and publications. The issue of politicization of the
Commission of the EU has been outlined in scientific works of M. Bauer, [12], J. Ege [12], H.
Grabbe [14], M. Hartlapp [15], R. Castaldi [13], S. Lehne [14], A. Ortega [17], A. Wille [11], and
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others. Notwithstanding that this issue is an important one, within the mentioned-above scientific
works there is the lack of complex comparative analysis of alterations made in the election and
nomination procedure of Commissioners and the President of the Commisison of the EU, starting
from the date of creation of the European Coal and Steal Community (ECSC) till the last
amendments that have been made by the Lisbon Treaty. Accordingly, it is vital to understand the
content of the term “politicization of the Commission of the EU”, make an appraisal of impact of
this phenomenon both on the functioning of the Commission of the EU and on the EU as a whole.
Clarification of these issues is significant to the science of the International Law and has a big
practical value.

The purpose of the article. The main purpose of the article is to make a comparative
analysis of the amendments in the election and nomination procedure of Commissioners and the
President of the Commisison of the EU starting from the date of creation of the European Coal and
Steal Community (ECSC) till the last amendments that have been made by the Lisbon Treaty; to
define the notion of “politicization of the Commission of the EU”; to make a complex assessment of
the consequences of the politicization of the Commission of the EU on its functioning and on the
process of the European integration as a whole.

Basic research material. The actual predecessor of the contemporary EU was the European
Coal and Steal Community (ECSC) which has been created on the 18™ of April 1951 by France,
West Germany, Italy and Benelux countries by concluding the Treaty of Paris, that came into force
on the 23" of July 1952. For the proper functioning of the ECSC four institutions have been set up,
one of which was the High Authority [6].

According to the provisions of the Treaty of Paris, the High Authority shall be composed of
nine members designated for six years, chosen for their general competence. Eight members of the
High Authority were elected by the governments of the Members States by agreement among
themselves. Then these eight members elected the ninth member who should be deemed to be
elected if the candidate obtained at least five votes [6]. In addition, the members of the High
Authority shall exercise their functions in complete independence, in the general interest of the
Community.

In accordance with Art. 11 of the Treaty of Paris the President and the Vice President of the
High Authority shall be designated from among the membership of the High Authority for two
years, in accordance with the procedure provided for the designation of the members of the High
Authority by the governments of the members states.

In order to enhance integration in the fields of economics and atomic energy in 1957
Benelux countries, Germany, France and Italy entered into two Roman treaties: The Treaty
establishing European Economic Community (EEC) and the Treaty establishing European Atomic
Energy Community (Euratom) that came into force on the 1* of January 1958.

For the proper functioning of these two Communities two separate bodies were set up
similarly to the High Authority, each was named “the Commission”. The same as in the ECSC, the
Commission of the EEC was composed of nine members and the Commission of the Euratom was
composed of five members that were elected by the common accord of the members states for four-
years term [7, 5]. The President and the two Vice Presidents of the Commission of the EEC, the
President and the Vice President of the Commission of the Euratom were elected among the
members of the particular Commission for two-years term by the election procedure prescribed for
the election of the members of the particular Commission. As well as the members of the High
Authority, members of the Commissions shall exercise their functions in complete independence
and be completely impartial.

Due to the conclusion of the Brussels Treaty on the 8" of April 1965, that is better known as
the Merger Treaty, which entered into force on the 1% of July 1967, the High Authority of the ECSC
and two Commissions that were functioning within the EEC and the Euratom were merged into the
one common executive body — the Commission of the European Communities [4]. The total number
of members has not been altered. The President and three Vice Presidents of the Commission of the
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European Communities were elected among the members of the Commission of the European
Communities by the common accord of the governments of members states.

During the 1990’s and 2000’s the election and nomination procedure of the President and
members of the Commission of the European Communities underwent fundamental changes
because of the necessity to put in place reforms interalia institutional reforms that were launched
within the European Communities and then in the European Union. During this time period one of
the most vexed problem was the problem of “democratic deficit”. The “democratic deficit”
characterizes the situation when institutions of the EU and their decision-making procedures are not
enough democratic and inaccessible to the citizens of the EU [24].

With entering into the legal force of the Maastricht Treaty on the 1% of November 1993,
European Parliament obtained ample powers as well in the election and nomination procedure of
Commissioners and the President of the Commission of the European Communities. In this respect,
governments of the members states by the common accord elected the President of the Commission
after conducting obligatory consultations with the European Parliament. Then governments of the
Members States with elected President of the Commission elected other Commissioners. Elected
President and Commissioners as a single body shall be accepted by the European Parliament. If the
European Parliament gives its consent on the proposed composition of the Commission, the
President and Commissioners shall be completely nominated by governments of the Members
States by agreement among themselves [10]. Amendments were also made on the term of powers
and general number of Commissioners. Pursuant to the Treaty of the EU the President and
Commissioners of the Commission shall be elected on the five-years term and the total number
shall be seventeen members.

The Amsterdam Treaty, which came into force on the 1% of May 1999, has increased
supervisory powers of the European Parliament by granting to it the right to approve the President
of the Commission elected by the member states [8]. During the Amsterdam conference members
states did not alter the total number of Commissioners. Nevertheless, member states concluded the
Protocol on the institutions with the prospect of enlargement of the European Union, where it was
specified that the Commission shall comprise one national of each of the Member States.

The Treaty of Nice, which entered into force on the 1% of February 2003, also made
significant amendments regarding the election and nomination procedure of the members of the
Commission. In such a way, the European Council, acting by a qualified majority, shall nominate
the President of the Commission. This nomination shall be approved by the European Parliament.
After that, the European Council, acting by a qualified majority and by the common accord with the
nominee for President, shall adopt the list of other persons whom it intends to appoint as Members
of the Commission. Finally, the President and the other Members of the Commission thus
nominated shall be subject as a body to a vote of approval by the European Parliament. After
approval by the European Parliament, the President and the other Members of the Commission shall
be appointed by the Council of the EU, acting by a qualified majority [9].

When the Lisbon Treaty came into force on the 1% of December 2009 the election and
nomination procedure of Commissioners and the President of the Commission of the EU was
subject to the fundamental changes and suffered from the political impact. According to para. 7 Art.
17 of the TEU taking into account the elections to the European Parliament, after having held the
appropriate consultations, the European Council, acting by a qualified majority, shall propose to the
European Parliament a candidate for President of the Commission. This candidate shall be elected
by the European Parliament by a majority of its component members. If the candidate obtained
required number of votes, the Council of the EU, by common accord with the President-elect, shall
adopt the list of the other persons whom it proposes for appointment as members of the
Commission. Then, the President of the Commission with other members shall be subject as a body
to a vote of consent by the European Parliament. On the basis of this consent the Commission shall
be appointed by the European Council, acting by a qualified majority [2]. The Lisbon Treaty also
made changes on the total number of Commissioners. In accordance with para. 5 Art. 17 of the
TFEU as from 1% November 2014, the Commission shall consist of a number of members,
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including its President and the High Representative of the Union for Foreign Affairs and Security
Policy, corresponding to two thirds of the number of Member States, unless the European Council,
acting unanimously, decides to alter this number. Nevertheless, the European Council by its
decision on 22 of May 2013 adopted a decision by which the number of members of the
Commission of the EU shall be equal with the number of members states [3].

In such a way, from the date of entering into force of the Treaty of Lisbon, the election and
nomination procedure of Commissioners and the President of the Commission of the EU became
both more complicated and bureaucratized as well as politicized. This phenomenon may be traced
in the TEU where imperative provision on the obligation of the European Council to take into
account the last the elections to the European Parliament when the nomination of the President of
the EU Commission is at stake.

Influence of the European Parliament on the Commission of the EU also may be tracked in
the ordinary legislative procedure. It often happens that both European Parliament ask the European
Commission to present proposals or amend proposals on specific dates, or even suggesting the
content of such proposals [Ponzano, Hermanin, Corona, 2012: 36-37]. This right of the European
Parliament is specified in Art. 225 of the TFEU. Such practice in certain circumstances prejudices
impartiality and objectivity of the Commission’s legislative proposals. Despite the fact that the
Commission of the EU has the monopoly right of legislative initiative, in some cases the
Commission of the EU is obliged to initiate draft legislation within the time limits or with the
certain content determined by the European Parliament.

Legal determination and recognition of the European Council in official capacity of one of
the EU institutions also play an important role. In accordance with provisions of the Founding
Treaties, the decision-making process, predominately has tripartite character. The main actors are
Commission of the EU, European Parliament and the Council of the EU. In spite of the fact that the
Commission of the EU has the monopoly right of legislative initiative, in most areas the actual
ground for proposing legislative initiatives is political willpower of the European Council
[Scoutheete, 2011]. It is also possible to draw a conclusion that there is a likelihood of the impact of
heads of states and governments who acts in the European Council on the Commission of the EU.
The European Council has recently become a formal EU institution, so that it is not only providing
‘general guidelines’, now it defines detailed policy programmes that then have to be ‘implemented’
by the other institutions interalia by the Commission of the EU [Bauer, Ege, 2012: 4]. In this
respect the Commission of the EU partially loses its positions regarding the monopoly right of
legislative initiative.

Summarizing, form the date of entering into force of the Lisbon Treaty the election and
nomination procedure of Commissioners and the President of the Commission of the EU underwent
significant changes, which provided the European Parliament and the European Council with the
opportunity to influence on the functioning, election and nomination procedure of the Commission
of the EU as a whole.

The phenomenon of “politicization” of the Commission of the EU is not only a new one but
also plays an important role in making an objective assessment regarding the place of the
Commission of the EU within the institutional system of the EU. At the current moment scholars
have not made a generally recognized definition of this phenomenon despite the vast number of
such attempts. Thus, “politicization” may be determined as “the substitution of bureaucratic
neutrality by introducing political considerations into the human resource management and direct
behavior of civil servants” [Bauer, Ege, 2012: 2]. P. de Wilde considers that “this is the process,
that made things be a part of the policy” [Wilde, 2012]. “Politicization” also may be specified as
“the process where political actors use administration for their personal gain instead of serving the
people’s interest [23, p. 4]. Arie Reich characterizes the phenomenon of politicization as “situation,
where actions are taken for purposes unrelated or inadequately related to the goals and functions of
the particular international organization, but rather stem from the geopolitical goals and strategies of
a particular member state or group of member states” [Reich, 2005: 784].
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Taking into account the mentioned-above definitions, in our opinion the phenomenon
“politicization of the Commission of the EU” may be defined in the following way: an active role
and highness impact of political actors and institutions on the election and nomination procedure of
members of the Commission of the European Union, as well as on its functioning as one of the
leading institutions of the European Union, simultaneously with the usage of this influence in order
to satisfy their own political interests and needs. The most important issue through the lens of the
process of “politicization of the Commission of the EU” was and is its procedural documentation in
the legal acts of the European Union which would help to get it from the political shadow and take
it to the sphere of legal transparency.

The process of politicization of the Commission of the EU may cause both positive and
negative consequences. From the one hand, the politicization of the Commission of the EU may
have positive consequences because it promotes openness of the historically bureaucratized
institution of the EU and increases democratic impact on it. Politicization also plays an important
role in solving the problem of “democratic deficit” which emerged in the beginning of the 1990’s.
The fact of granting to the European Parliament the wide terms of reference concerning the
Commission of the EU provides citizen of the EU with the opportunity to exercise indirect control
over its composition and actions by directly elected members of the European Parliament [Ortega,
2014].

In addition, alterations made by the Lisbon Treaty on the election and nomination procedure
of the President and Commissioners of the Commission of the EU abate influence of the European
Council on the functioning of other institutions of the EU and the EU as a whole. In such a way,
these alterations strengthened positions of the European Parliament in relation to the historically
strong European Council. It helped to lessen the disbalance of powers within the interinstitutional
relationships. It also strengthened the status of supranational institutions such as the European
Parliament in relation to the intergovernmental ones, interalia the European Council. The main
goals of such alterations were to return the sovereignty to the citizens of the EU and gradually
balance the excessive powers of the European Council by the democratically elected European
Parliament [Castaldi, 2013: 9].

From the other hand, politicization of the Commission of the EU may cause the negative
influence on its independence and impartiality during the process of making significant decisions.
For instance, the high degree of “politicization” of the Commission of the EU may prevent it from
maintaining the due supervision of Union law under the control of the Court of Justice of the
European Union. Moreover, very “politicized” Commission of the EU would not comply with the
principles of “complete independence” in accordance with Art. 17 of the TEU. Consequently, the
situation may occur when a newly elected President of the Commission of the EU who before the
election was one of the members of a political party will impose sanctions regarding national
governments that are related to another political power. Such decisions cannot be considered to be
impartial and objective. The Commission of the EU has obtained new powers as a result of the euro
crisis — but to exercise them effectively, it needs to act as referee in the political game, not as
captain of one of the teams [Grabbe, Lehne, 2013: 2].

In our opinion the main problem of “politicization” of the Commission of the EU is a
likelihood of disruption of the founding principles on which the EU has been set up. First of all, it
relates to the principles that are connected with the theory of functionalism which emphasizes the
importance of such principles in the achievement of the international order on the basis of
nonpolitical international organizations dealing with specific economic, social, technical, or
humanitarian functions [Reich, 2005: 783]. It implies that economic, social and technical spheres
shall be explicitly separated from the political one.

The proper functioning of the Commission of the EU may only be attained through the
compliance with the mentioned-above principles of the theory of functionalism. To sum up,
“politicization” of the Commission of the EU poses a threat to the serious disfunction of both the
Commission of the EU and of the founding principles of the EU.
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Conclusions. The Commission of the EU is one of seven main institutions of the European
Union. According to the provisions of the Treaty of European Union the Commission shall promote
general interest of the Union and take appropriate initiatives to that end. Consequently, this
institution in itself shall be independent, impartial and objective. However, the comparative analysis
of the Founding Treaties which came into force during the last thirty years has shown that starting
from the 1990’s simultaneously with politicization processes within the European Communities and
then in the European Union, the facts of strengthening of the political impact on the Commission of
the EU especially in the course of the election and nomination procedure of Commissioners and
President of the Commission of the EU and on its functioning as an institution may be observed.

Within the scientific literature it is impossible to find a generally recognized definition of
the term “politicization of the Commission of the EU”. Taking into account various definitions of
“politicization” it is possible to give the following definition of the phenomenon “politicization of
the Commission of the EU”: an active role and highness impact of political actors and institutions
on the election and nomination procedure of members of the Commission of the European Union,
as well as on its functioning as one of the leading institutions of the European Union,
simultaneously with the usage of this influence in order to satisfy their own political interests and
needs.

“Politicization” of the Commission of the EU may cause both positive and negative
consequences. The positive aspect of it is the expansion of transparency and openness in the activity
of the main bureaucratized institution of the EU.

The negative aspect of “politicization” of the Commission of the EU is a likelihood of
influence on its independence and impartiality during the decision-making process.

In our opinion, gradual extension of “politicization” of the Commission of the EU may
cause erosion of founding principles on which the EU has been set up. First of all, those that are
connected to the theory of functionalism and envisage clear separation of economic, social and
technical spheres from the political one.
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Abstract. The purpose of research is to analyze the level and innovation potential of
Ukraine’s economics. In the current world economy, the innovation dimension is becoming
essential for boosting the country’s competitiveness. Development of competitive high-tech
industries and manufacturing facilities; a strong national innovation system; availability of
effective internal and institutional mechanisms, as well as external tools for involving countries into
‘the knowledge society ": all these factors contribute most to the nation’s economic success in the
global environment.

Keywords: competitiveness, innovation, Association Agreement between Ukraine and the
EU, Global Competitiveness Index, national innovation system, digitalisation of the economy

AHoTauisn. Memow 00cniodcenHs € ananiz pieHs i IHHOBAYINIHO20 NOMEHYIANY eKOHOMIKU
Vipainu. ¥V cyuachiii ceimositi ekoHOMIYI THHOBAYIUIHUL ACNEeKM CIMAE 8ANCIUBUM OJi1 NIOBULYEHHS
KOHKYPEHMOCHPOMOICHOCMI KPAIHU, PO3GUMK)Y KOHKYPEHMOCHPOMOICHUX BUCOKOMEXHOAOLIUHUX
eanyszeti ma GUpOOHUYUX nomydx’chocmeu. /o (axkmopis, wo Ccnpusiomv eKOHOMIYHOMY YCHIXy
Kpainu 8 2100anvHOMY cepedo8uyi 8IOHOCAMbCA: NOMYHICHA HAYIOHAIbHA THHOBAYIUHA cucmemd,
HASBHICMb  eDEeKMUBHUX GHYMPIWHIX MA [THCMUMYYIUHUX MeXAHI3MI8, d MAKOod’C 308HIUHIX
IHCMpPYMEeHmMi8 01 3AYUeHH sl KPAiH 00 «CYCNINbCMBA 3HAHD ).

KurouoBi ciioBa: konxypenmocnpomodcnicmo, iHHO8ayii, Yeoda npo acoyiayiro midxc
Vipainoro ma €C, [nodbanvHuil iHOeKC KOHKYPEHMOCHPOMONICHOCMI, HAYIOHAIbHA [HHO8AYIUHA
cucmema, yupposizayis eKOHOMIKHU.

AHHOTaI[I/Iﬂ. lle]lbio OaHHO020 UCCAEO008AHUSL AGAAEMC S AHAIU3 YPO6BHA U UHHOBAYUOHHOZO
nomeryuaia YKpaqul. B COGpeMeHHOZZ Mupoeoﬁ IKOHOMUKeE uHHOGCll{uOHHblZZ acnekn cmaHoeumcst
BAJICHBIM OJIS1 NOGLIULCHUS] KOHKypeHmocnoco6Hocmu cmpansvl, paseumus KOHKyp@Hm06’I’lOCO6Hblx
B6bICOKOMEXHO/I0OCUYHbIX ompaCJzeﬁ u npous’eodcmeeHHblx MOI/{,{HO(JmelZ. K qbakmopaM,
Cl’lOCO6CI’I’16yl0LL{uM IKOHOMUYECKOMY YCnexy CnipaHbl 6 2n0banvHoU cpede OmHoOcAmMCcCA.: MOUWHAA
HAYUOHAIbHAA UHHOBAUUOHHAA cucmema, Haiudue 347d)€Kmu6Hblx GHYMPEHHUX u
UHCMUMYYUOHATIbHBIX MEXAHU3IMOE, ad MAKMHCE 6HEUWHUX UHCMPYMEHNIOB o npuejliedeHusl cmpaH K
«00Wecmay 3HaHULLY

KuaroueBble cjioBa: KOHKypeHI’I’ZOCI’ZOCO6HOCWlb, UHHOBAUUU, Coenawenue 06 accoyuayuu
mexncoy Vrpaunoti u EC, HnOexc 2nobanvHou KOHKYPEHMOCHOCOOHOCMU, HAYUOHAIbHASA
UHHOBAUUOHHAA cucmema, L;uqbpogumb;uﬂ OKOHOMUKU.

Introduction. In the context of globalisation, the competitiveness of the national economy
may be fostered by successful transition from the developmental model, based on the exploitation
of resources, to the innovation model, where the priorities lie in the development of high-tech
industries, excellent human capital, and the latest management methods. However, the efficiency of
transition to the innovation-driven model depends on the effectiveness of involving available human
capital in the creation of innovation, the readiness of society, country, government, employers, and
communities to accept these systemic innovations based on the need to update and retrain
professional skills and competences, and continuously apply them under the conditions of dynamic
technological changes.

The purpose of research is to analyse the competitiveness of the Ukrainian economy in its
current state; to identify the place of the innovation factor in the system of its main determinants;
and to justify the choice of a strategy, methods and means for a more comprehensive inclusion of
national innovation potential as a driver for boosting international competitiveness of leading
industries and regions of Ukraine.

Recent literature review. Scholarly studies of economic competitiveness were initiated and
advanced by J. Hart, E. Heckscher, P. Krugman, S. Linder, B. Ohlin, M. Porter, D. Sax, L.
Summers, and others. The issue has also been reflected in the works of scholars from the post-soviet
states: O. Bilous, R. Fatkhutdinov, B. Inozemtsev, D. Lukyanenko, S. Menshykov, I. Spyrydonov,
S. Sokolenko, , T. Tsygankova, Y. Yakovets, Y. Zhalilo, and others.

The development of the Ukrainian national competitiveness strategy in the context of
globalisation has been studied by O. Amosha, V. Aleksandrova, Y. Bazhal, O. Bolkhovitinova, V.
L. Fedulova, Gejets, A. Danylenko, V. Semynozhenko, V. Sidenko, L. Shynkaruk. Currently, such
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issues as the innovation dimension of the Ukrainian economy competitiveness, the search of
effective institutional forms, as well as the elaboration of internal and external mechanisms for
incorporating the innovation component into the national competitiveness development strategy,
call for a more comprehensive analysis.

Main research result. Today, innovation determines both the level of national economic
development and the growth rate of a country’s competitiveness. However, the current state of the
Ukrainian economy is characterised by insufficient funding and poor investment strategy in the
high-tech sector and predominance of the third and fourth technological paradigms in the industry
structure. The investment into the fifth wave industries amounts to mere 4.5%, while almost 75% of
all investments are channelled into the low-efficiency industries of the third technological wave.
The proper conditions for the country’s innovation development — which, according to the world
practice, is the key contributing factor to the growth of a country’s competitiveness — have not been
created yet. Current development of the world economy is characterised by increased
intellectualisation of labour and sophistication of the means of production, which allows to create
new competitive high quality goods and services with high added value. Knowledge and its bearers
— the intellectual capital of a country — are the crucial elements in the production of such goods
and services. Hence, the knowledge economy is the only viable strategic direction for the
development of both society and the country. The biggest challenge for Ukraine today is to
transform its obsolete resource-based economy into the modern knowledge-based one. The
development and support of national high-tech industries is a part of the long-term process of
building a competitive innovation economy — the economy based on commercialisation of
knowledge. [Ctpareris po3BUTKY BHCOKOTEXHOJIOTIYHUX raiy3eit 10 2025 poky; 1]

Cross-country comparisons based on global indices provide an effective tool for identifying
the current state of the Ukrainian national competitiveness in the context of the growing role of the
knowledge economy and the impact of the innovation component on the economy competitiveness.
The World Economic Forum held annually in Davos, Switzerland is a major event aimed at, among
other objectives, highlighting the competitiveness of individual countries.

The Global Competitiveness Index is comprised of more than 100 variables grouped in twelve
control values (‘Institutions’, ‘Infrastructure’, ‘Macroeconomic environment’, ‘Health and primary
education’, ‘Higher education and training’, ‘Goods market efficiency’, ‘Labour market efficiency’,
‘Financial market development’, ‘Technological readiness’, ‘Market size’, ‘Business
sophistication’, and ‘Innovation potential’) that, in turn, are divided into three main groups of sub-
indexes: ‘Basic requirements’, ‘Efficiency enhancers’, and ‘Innovation and sophistication factors’.

In 2017, Ukraine ranks 81% among 137 countries of the world, improving its position by four
points. Yet, in 2017 Index, Ukraine loses nine points in the innovation component, while in the
infrastructure component the country goes down by three points and in higher education and
training it slides by two points.

Table 1.
The position of Ukraine and some other countries, according to the Global Competitiveness Index

The  position  of

Ukraine and some

other countries, 2012- 2013- 2014- 2015- 2016- 2017-
according to the | 2013 (out | 2014 (out | 2015 (out | 2016 (out | 2017 (out | 2018 (out
Global of 144) of 148) of 144) of 140) of 138) of 137)
Competitiveness

Index

Ukraine 73 84 76 79 85 81
Georgia 77 72 69 66 59 67
Turkey 43 44 45 51 55 53
Russia 67 64 53 45 43 38
Poland 41 42 43 41 36 39
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Source: Economic discussion club; Position of Ukraine in rating of the worldwide cities by global
competitiveness index; [2].
Table 2.

The Global Competitiveness Index of Ukraine

2015— 2016—
- 2016 (out | 2017 (out | 2017-2018 (out of 137) | trang (10

The Global _Competltlveness of 140) of 138) latest
Iiplexs o sl Rating position Score studies)

79 85 81 4,1
Basic requirements 101 102 96 4,2
Institutions 130 129 118 3,2
Infrastructure 69 75 78 3,9
Macroeconomic environment 134 128 121 3,5
Health and primary education 45 54 53 6,0
Efficiency enhancers 65 74 70 4,1
Higher education and training 34 33 35 51
Goods market efficiency 106 108 101 4,1
Labour market efficiency 56 73 86 4,0
Financial market development 121 130 120 3,1
Technological readiness 86 85 81 3,8
Market size 45 47 47 4,5
Innovation and sophistication 79 73 77 35
factors
Business sophistication 91 98 90 3,7
Innovations 54 52 61 3,4

Source: Economic discussion club; Position of Ukraine in rating of the worldwide cities by global
competitiveness index; [2].

In 2018, according to the Global Competitiveness Report published by the World Economic
Forum, Ukraine gets 57.03 points out of 100, which corresponds to the 83rd place among 1401
countries of the world. From 2007 to 2018, the Competitiveness Index of Ukraine averages to 12.60
points, reaching its maximal value of 57.03 points in 2018 and hitting the record low rate of 3.90
points in 2011. [Trading economics; 3]

In 2018, the World Economic Forum introduced a new methodology to it’s Global
Competitiveness Report intended to include the concept of the Fourth Industrial Revolution into the
definition of competitiveness by complementing the assessment of competitiveness with such
components as ‘Enabling environment’, ‘Human capital’, ‘Markets’, and ‘Innovation ecosystem’
comprised of the same values. In 2018, Ukraine was ranked as follows:

1. Enabling environment:

e institutions - rank 110, value — 46,3 points;

e infrastructure - rank 57, value — 70,1 points;

e use of ICT - rank 77, value — 51 points;

e macroeconomic stability - rank 131, value — 56 points.

2. Human capital:

health - rank 94, value — 72 points;
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e professional skills - rank 46, value — 69 points.
3. Markets:

e goods market - rank 73, value — 55.3 points;

e labour market - rank 66, value — 59 points;

e financial system - rank 117, value — 49 points;
e market size - rank 47, value — 63 points.

4. Innovation ecosystem:

e business dynamics - rank 86, value — 58 points;

innovation skills - rank 58, value — 39 points. [4]

Thus, innovations, if they reach appropriate markets and help generate commercially viable
incomes, become a powerful force that drives economic efficiency. All the world economies,
regardless of their stage of development, could respond to the challenges of the Fourth Industrial
Revolution by exploiting the opportunities of innovation. The Global Competitiveness Index
suggests a wider approach based on three principles: firstly, the county’s ability to innovate depends
on the quality and size of its innovation ecosystem; secondly, it is considered that innovation is a
process where ideas can turn into successful products; and thirdly, innovations occur everywhere,
not only in laboratories, and their results take many shapes, from production of goods and services
to the creation of new business models for companies and organisations.

The Global Innovation Index is a global study undertaken by the INSEAD School of
Business, Cornell University, and the World Intellectual Property Organization. The purpose of
this study is to analyse the level of integration of innovations in institutions, education,
infrastructure, and businesses, and to present the findings in a corresponding ranking. This year,
126 countries have been included in the ranking. Ukraine demonstrates relatively high
innovation rate in human capital (education) and research (43rd rank), and business
sophistication (46th rank). At the same time, institutions and infrastructure still demonstrate the
lowest results (107th and 89th place accordingly)[Happy Monday talks; 5]. In 2017, Ukraine
ranked 50th in Global Innovation Index. By index components, Ukraine held the following
positions: institutions — 107th, human capital and research — 43rd, infrastructure — 89th,
market sophistication— 89th, business sophistication — 49th, knowledge and technology output
— 27th, creative output — 45" [Global innovation index; 6]. This leads to a conclusion that the
country’s absolute values remain almost unchanged, although the country’s closest competitors are
demonstrating much higher innovation potential. According to the Index, the causes of Ukraine’s
economic problems may be explained by the political instability and the weakness of financial
markets and state institutions. Low student mobility rates, small spending on research and very
limited investment into knowledge-efficient industries are drawing attention and raising concerns.
Ukraine’s strengths include high rate of tertiary enrolment, ease of getting a credit and ease of
starting a business. [ Management of future consulting group; 7]

According to the 2017 A. T. Kearney Global Services Location Index, Ukraine ranks 23rd in
the global competitiveness ranking of outsourcing in the IT industry. [Indre Vareikite; 9] The
assessment is made on the basis of factors that create the enabling environment and enhance the
competitiveness of the IT industry. These factors include financial attractiveness where Ukraine
scores 3.23, people skills and availability (score 1.14), and business environment (score 0.93).

Since the declaration of Ukraine’s Independence, its research and innovation industry has
experienced various cuts, especially in terms of total expenditure on R&D as a share of GDP, and in
terms of the number of institutions and research staff. The current situation is characterised by
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limited government funding for the industry and the economic structure that does not rely on
research and development. However, the competitiveness of a country directly depends on its
paying attention to the innovation development, stimulating the development of national innovation
system and efficiently utilising the tools of regional cooperation. For Ukraine, a major priority of
international scientific cooperation is the country’s integration to the European Research Area
(ERA). This integration is facilitated by multilateral and bilateral cooperation agreements with the
EU and its member states. [ Indre Vareikite; 9]

In 2002, Ukraine and the EU signed an agreement on cooperation in the areas of scientific
research and technology advancement. There are several programmes of the EU aimed at the
cooperation of the European Union with Ukraine for research and innovation: FP7 — the Seventh
Framework Programme for Research and Innovation, Horizon 2020 — Framework Programme for
Research and Innovation, Erasmus Mundus, Tempus, Jean Monnet programmes under the Lifelong
Learning Programme, INSC, and INOGATE. The two latter programmes are funded through the
European Neighbourhood Instrument (ENI). Cross-border cooperation programmes are funded by
ENI, and the programme for Central Europe is a part of the European programme for cross-regional
cooperation.

Ukrainian national priorities in the field of science and technology are stipulated in its legal
documents. Presently, the national priorities are defined in the Law of Ukraine ‘On priority
directions of development of science and technology’ (2001) that defines the following directions as
important for science and technology development until 2020:

e fundamental research of the most important problems of development of scientific,
technical, social and economic, social and political, human potential for ensuring
competitiveness of Ukraine in the world and sustainable development of society and the
state;

e information and communication technologies;
e power and energy efficiency;
e rational environmental management;

e life sciences, new technologies for the treatment and prevention of the most widespread
diseases;

e new substances and materials.

These directions are specified in the law of Ukraine ‘On the Priority Directions of Innovation
Activity in Ukraine’ (2011) [Project of digital agenda of Ukraine 2020; 10]

The integration into the European Research Area (ERA) is one of the main priorities of
international cooperation of Ukraine in the field of R&D. It is facilitated by multilateral and
bilateral cooperation with the EU and its member states. Overall, Ukraine, the EU member states,
and associate members of Horizon 2020 have signed 25 active intergovernmental treaties for
cooperation in the field of R&D. On 20 March 2015, Ukraine joined Horizon 2020 programme as
an associated member and this marked an important step in the Ukraine—EU cooperation in the area
of research, technology, and innovation. Moreover, in 2016 Ukraine signed a participation treaty in
the EuroAtom programme. Such course of events demonstrates the political will of Ukraine for the
future EU membership. The inclusion into the Horizon 2020 programme became the first instance
of associate participation of Ukraine in the EU programmes. The success rate (successful
applications or participation in applications) of Ukrainian researches in the Seventh European
Framework Programme for Research and Technical Development is 19.5 %. Within FP7
programme, Ukraine has signed 155 grant contracts, 215 Ukrainian participants are involved in the
implementation of projects that received 30.9 ml euro of European financing. Ukraine ranks 7th
among the countries of the third world participating in he Seventh European Framework
Programme for Research and Technical Development (FP7), both for the number of participants
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and budget share. It has demonstrated good performance (considering the number of signed grant
contracts) in the fields of environment protection (16), transport (15), INCO international
cooperation (15), Marie Sktodowska-Curie actions (15), and nanotechnologies (13 contracts).

At the same time, while researching the issue of innovation dimension of the country’s
competitiveness, we believe it is important to emphasise the need for the ‘digitalisation’ of the
Ukrainian economy. Digitalisation is known to contribute to efficiency enhancement, economic
growth, creation of new workplaces, and potential improvement of the quality of living of
Ukrainians. The digital economy operates within the same categories as the traditional economy,
i.e. capital, resources, and people. The driving force of the digital economy is human capital that
comprises knowledge, talents, skills, abilities, experience, and people’s intelligence. [Project of
digital agenda of Ukraine 2020; 10]

The rapid spread of digital technologies makes our digital skills prime to many other skills.
The impact becomes possible with the integration of ideas, initiatives and programmes that deal
with digitalisation, in national and regional strategies and programmes of development. The key
purpose of this principle is to achieve the digital transformation of existing fields of economy,
activities, and new properties and features. The digitalisation of Ukraine must be focused on the
international, European, and regional cooperation with the aim of Ukraine’s integration into the EU.
It is the digitalisation that might eventually help Ukraine to integrate into the European and global
systems in the area of information and communication technologies.

Presently, the key trends of digitalisation are as follows:
e Data is becoming the main source of competitiveness. It can be accessed through the
Internet or other networks. An increasingly sizable share of the world data is open.

e The development of the Internet of things, i.e. the network comprised of the interconnected
physical objects (or goods) or devices with built-in sensors and software that enables
connecting physical objects with the computer systems and networks, including the Internet.
[Project of digital agenda of Ukraine 2020; 10]

‘Digitalisation’ and digital transformation. Digital technology has become a foundation for
the creation of products, values, properties, and, consequently, contribute to the competitive
advantage in most of the markets. Such transformation leads to the emergence of new, unique
systems and processes that comprise their new value (for example, Uber, Airbnb, digital banking,
etc). The majority of common activities tend to undergo a digital transformation. Transformations
in the industry occur consistently with the ‘Industry 4.0’ concept and with the advent of cyber-
factories, cyber-systems, and cyber-machines. Digitalisation and the possibilities of outsourcing of
the development of new products and business services, production and quick prototyping allows
small companies and project teams create new products and quickly bring them on the market at the
same pace as that of big companies. As a result, the ‘innovation centres’ have shifted from big
companies to the small ones (e.g. start-ups).

Distribution of the ‘sharing economy’ business model. The business models of the ‘sharing
economy’, based on the digital technologies, have significantly influenced the world economy.
Globalisation of major markets (vendors and consumers) and replacement of manual processes by
software-controlled systems allows local companies to do their business in a more cost-effective,
convenient, and efficient way on regional and global markets. Cloud technology is also part of this
trend.

Virtualisation of the physical infrastructure if 1T-systems and transition to the service
models. Using cloud technologies and software-defined architecture, virtualisation greatly reduces
the initial capital costs for the deployment of required digital infrastructure. This technology allows
renting computational capabilities and services, depending on the needs of a particular business
process. A user can quickly access the service and securely rent out the technological platforms for
the time required. [Project of digital agenda of Ukraine 2020; 10] An important strategic direction
to enhance the competitiveness of Ukrainian economy consists in making sure that Ukraine joins
the global Industry 4.0 process — a renewed concept of the ‘smart factory’, synonymous to the
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Fourth Industrial Revolution and the advent of cyber systems. ‘Industry’ means a new stage of
digitalisation where technologies such as Big Data analytics, predictive analytics, machine learning,
machine-to-machine communication, artificial intelligence, new generation of robots, and others,
become prominent. Due to gradual cheapening, these technologies become accessible, i.e. they start
being used more frequently by industries and businesses, which eventually transforms the existing
business models or simply creates the new ones. This increases the competitiveness of industries,
stimulates the domestic market, helps maintain and increase the positions in the sectors with high
value added on the national and, in some cases, on the global levels. Yet, this is only an opportunity
to gain the appropriate knowledge, expert examination, and consultation in this new field. Apart
from information and knowledge work, Ukrainian political elite, state institutions and businesses
must develop integrated initiatives aimed at effective implementation of the ‘Industry 4.0’ potential
in Ukraine. Today, the Ukrainian IT industry is involved into the execution of international
integrated projects through the following business practices [Project of digital agenda of Ukraine
2020; 10]:

e ‘digital transformation’, integrated digital transformation of business, i.e. the use of
innovation technologies for achieving the effect of strategic change and business processes
of a company, resulting in the drastic enhancement of the business efficiency and achieving
the competitive benefits by transforming the structure, including such practices as IoT, Big
Data, augmented intelligence, etc;

e ‘digitalisation’ of the customer interaction system, i.e. formation of adaptive operational
models based on the study of consumer behaviour, according to the data collected;

e Big Data and advanced analytics, i.e. new concepts of collection, processing and
interpretation of analytical data, using 0T and artificial intelligence;

e R&D, i.e. development of principally new algorithms that require research and development
of complex technological concepts;

e advice on software development and management practices of software development
projects;

e IT-infrastructure management;
¢ software development, implementation, and maintenance;
e customised software development;

e software quality assurance, development of automated and manual testing scripts in order to
ensure that the tested software meets its objectives.

The document (p. 53-55) defines the basic strategic technologies for the public sector of
Ukraine: the Digital Workplace, Multichannel Delivery of Information and Citizens Engagement,
Open Data, Electronic 1D, Widespread Analytics, Smart Machines and Tools, the Internet of
Things, Digital Public Platform, Software -Defined Architectures, and Blockchain. In 2018,
Ukraine is mainly a consumer of foreign high-tech devices and products. Digital technologies,
especially at the periphery with other high-tech industries, have a colossal developmental potential
and represent a source of the future research and applied discoveries and advancements. Such
digital trends as the Internet of Things, Big Data analytics, and Industry 4.0 will have provided a
great space for researchers, innovators, and developers for at least the forthcoming 15 to 20 years.
The implementation of Ukrainian science for the new digital devices, creation of new technologies
and systems can significantly impact the economy, domestic market, and the establishment of the
modern innovation infrastructure as an important factor of enhancing the international
competitiveness of the Ukrainian economy. The integration of Ukrainian science in the European
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Research Area will contribute to this, since it provides an opportunity for the development of the
most promising trends, participation in interdisciplinary cooperation projects that focus on
prospective ideas, technologies, and innovations. At the same time, developments in this area need
to follow a common strategy involving thee components: industry/businesses, research, and the
digital sector. [Report. ‘Horizon 2020’; 12]

Key steps in this field should include: analysis of research potential and existing innovations;
setting up the Technology Transfer Centres; participation in the EU core research programmes in
the areas of nano-electronics, organic electronics and photonics; development of the Technology
Roadmap for each industry; competition for financing and integration of priority study areas;
transparent mechanism of engaging research staff to projects; governmental support and funding for
the best researchers and research centres in national and European digital infrastructure projects.
The participation of Ukrainian R&D and ICT companies in the EU long-term research projects that
have a potential of becoming a source of innovation and discoveries has strategic importance for the
country. Such EU project include Future Emerging Technologies (FET), Future Networks, Future
Internet Research and Experimentation (FIRE), and the Brain Research initiative.

The Digital Agenda of Europe in the field of research and ICT innovation [Digital agenda for
Europe; 11] defines three directions for joint efforts for the member EU states and other interested
countries that engage in building the European Research and Innovation Area:

1. The development of interoperable e-infrastructures for research and innovation clusters in
the key areas, the use of cloud computing for government and science, for instance, the
development of the GEANT education network and the distributed computing, collection,
saving, and data processing system of the European Grid Infrastructure (EGI).

2. Access to data and publications, acquired by government funds, creation of Technology
Roadmaps for public-private partnerships (PPP), commercialisation of research products for
industry and society.

3. The development of open and interoperable digital solutions for launch and development of
innovation ecosystems in industrial sectors, development and implementation of open
standards and platforms for new products and services.

In order to catch up with these trends, Ukraine needs to ensure the development of its own
research digital infrastructure for the priority directions where high-tech growth is expected. The
funding mechanism of fundamental research should combine both budget support and consistent
demand for high-tech products from the industry, small and medium-sized business, and the
companies of ICT sphere. Institutional and financial consolidation of fundamental research can also
be attained in the framework of implementation of international projects and development of
infrastructure.

The latest EU initiatives in the field of innovation and ICT include the creation of European
Research Area for innovation and society: Open Innovation, Open Science, Open World; creation
of the European Cloud Initiative that provides the creation of the European Open Science Cloud and
the European Data Infrastructure that shall provide digital services for research, industry,
businesses, and governments of the EU countries.

Therefore, key steps for the development of digital research infrastructure of Ukraine shall
include the following:

1. Inclusion of the Ukrainian National Grid (UNG) project into the European Grid
Infrastructure (EGI) and pilot introduction of the corresponding EGI’s cloud infrastructure
in the UNG resource centres. The project includes coordination of management system,
standards and services with the development programme of the Open Science Cloud and
data infrastructure financed by the EU. There is a pressing need to update the UNG
infrastructure for connection with the European Data Infrastructure by 2020 when it is
planned to run the supercomputers with the capacity of 1-2 exaflops.
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2. Scaling up a pilot model to the national cloud initiative, using all UNG clusters and
involving digital libraries, archives, medical, ecology, energy and other data systems,
including private DCs on the pay-to-use basis. To provide its interoperability with main e-
infrastructures of the European Open Science Cloud and the European Data Infrastructure:
the United Cloud of EGI, OpenAIRE, EUDAT, Indigo Data Cloud, Helix Nebula — The
Science Cloud, PRACE.

3. Creation of digital learning platforms for undergraduate and postgraduate training on the
basis of the UNG and EGI potential for research and product innovation, and also for the
training of data processing root experts for each discipline. [12] The development and
support of high-tech areas represent an inseparable part of innovation dimension of the
country’s competitiveness. Ukraine’s competitive advantages include skilled and
experienced human capital (31st place, The Human Capital Report 2015), land resources
and 33% of the world’s supply of highly fertile black soils (chernozem); geographical
location; natural resource base). Still, an effective exploitation of these resources is only
possible by transforming the traditional resource-based economy into the innovation
knowledge-driven one. That is why it is increasingly relevant to focus on enhancing the
knowledge potential of the country’s priority industries, using information and
communication technologies and intensive implementation of innovations.

In addition to the innovation components that affect the national competitiveness, the
efficiency of the Ukrainian companies depends on investment in the updates of equipment, their
ability to meet customers’ requirements and provide services at attractive prices compared to
competition. Economic growth is frequently connected with the achievements in the field of
efficiency based on investments and increased effectiveness. But, as noted in the paper entitles ‘The
summary of innovation activity values in Ukraine’, ‘Ukraine is not fully integrated into the global
value chain, and the studies have indicated that it stays outside of the customer-oriented (e.g.,
clothes manufacturing) and production-oriented networks, including spare parts and finished
products.’ [Report. ‘Horizon 2020°; 12]

Major high-tech areas for development in Ukraine include the development of information-
telecommunication technologies; the implementation of ICT in AIC, energy industry,
transportation, manufacturing industry; high-tech machinery; production of new materials;
pharmacy and bioengineering. However, high-tech areas account only for 6% of GDP and 5.5% of
export; GDP knowledge intensity (costs of research implementation as a GDP share in Ukraine) is
currently at 0.77%. [Strategy on high-tech industry development till 2025; 1]

Globally, after a fall in the period of 2000 to 2007, the share of high-tech products in the
world exports had stabilised at the level of 10%. This is characteristic for such developed
economies as USA, Germany, and Japan. In Ukraine, the share of high-tech exports amounts to 3%
(in 2017, the share high-tech products amounted to only 5.5% of total exports). [Ukrinform; 13]
Primary sector goods, materials and intermediate goods with a relatively low technology value
dominate the Ukrainian export and reach almost 70%. The AIC production amounts to 41%
(USD17.7 bn), metallurgical production — 23.4% (USD10.1 bn), machinery production — 11.7%
(USD?5 bn), mineral products, etc — 9.1% (USD3.9 bn).

The share of high-tech export of Ukraine is less than 5.5%. On the other hand, the secondary
sector (manufacturing and building industries) prevails in industrialised and developed economies
[14] and by this indicator, Ukraine falls behind most of the developed countries. Aerospace industry
dominates the Ukrainian high-tech export (the average for the period analysed is 36.2%),
electronics and telecommunications ranks second (17.7%), non-electronic machinery and armament
holds the third place (17.6%). The member states of the Eurasian Economic Union are biggest
importers of the Ukrainian high-tech products (over 43% of high-tech export). The Ukrainian share
of high-tech exports is lower than the global average and it should be possible to increase the share
of high-tech export by attracting investment to projects involving the production of finished high-
tech products; strengthening the protection of intellectual propriety rights to foster patent-protected

76



Axmyanoni npobaemu midxcHapoorux sionocus. Bunycek 140. 2019.

products; promoting research and business cooperation in order to stimulate the process of
innovation. [White book; 15]

An effective transition to the knowledge economy and increased country competitiveness can
only be effected by making the changes in the following components:

Economic agenda. Funding of research and product development, introduction of innovation
technologies, and upgrade of the industry infrastructure. Currently, the main source of innovation
funding (75-85% of total financing) consists of the companies’ own funds. Under crisis conditions,
driven by the rise of costs on imported spare parts and raw materials and the need for meeting social
obligations, companies are forced to reduce funding not only for innovation activities, but also for
research and development (R&D). Recently, due to economic fall and increased spending for
defence of the country, state funding of R&D in Ukraine has declined. At the same time, lack of
funding for research can lead to irreversible processes of migration and retraining of personnel,
collapse in infrastructure and technical base, etc. In 2016, the share of spending on R&D amounted
to 0.48 of GDP of Ukraine. [State statistic agenda; 16]

According to the World Bank estimates, Ukraine ranks 93rd in the economy sub-index,
affected by the country’s imperfect regulatory and tariff policy.

Innovation and technology infrastructure. Overall tear-and-wear of production facilities and
machinery (reaching over 80-90% in some industries) has led to low competitiveness of the
country’s domestic economy. This results in low efficiency, excessive energy and resource-
intensive production and consequently, higher cost and lower added value per product unit. Ukraine
ranks 93rd among 127 countries by the level of protection of Intellectual Property Rights. The
situation with intellectual property rights represents an important incentive for technology transfer
and attracting investment in the high-tech branches;

Education and human capital. Modernization of the system of higher and professional
vocational education and improved access to education are fundamentally important element of
human capital development;

ICT infrastructure. The obstructive approach of the government to information and
communication technologies (ICT) in the period of 2000-2014 has undermined the industry and
turned Ukraine into one of the least technologically developed countries in Europe. According to
the study, Ukraine is still gradually falling behind the developed countries in the advancement of
information society.

The Association Agreement between Ukraine and the EU provides the necessary tools for the
successful transformation of innovation in Ukraine. Systemic implementation of the European
agenda gives the following opportunities in the areas of research, technology, and innovation
[Report from 17 november 2017 year ‘Ukraine- EU’; 17]:

e Taking part in the development of EU research and development strategy and agreeing the
corresponding national strategy with its principles.

e Introduction of the European principles of independent evaluation of research and its quality
assurance.

e Defining priorities in the innovation industries development Ukrainian within ERA in the
framework of the Smart Specialization Strategy.

e Alignment of the state-funded targeted research and technology programmes with the
programmes of the EU member states, and the creation of International Research Networks.

e Access to up-to-date research and digital EU infrastructure and the creation of national hubs.
e Access to the single marketplace of researchers.

e Access to open data and knowledge in the European Digital Single Market.
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e Ensuring the transition from commercialisation of research findings to their joint
implementation and exploitation in common innovation ecosystems.

In 2005, Ukraine signed the agreement with the EU on the country’s participation in the EU
Horizon 2020 programme — Framework Programme for Research and Innovation (2014-2020)
[Agreement between Ukraine-EU ‘Horizon 2020’ 18] — another milestone in the realisation of
Association Agreement between Ukraine and the EU. The programme’s aim is to achieve the
creation of Single European Research Area and Innovation Union. This agreement gives Ukraine
the right to participate in its formal structures, including programme committees and the ERA
groups, in education and innovation communities of European Innovation Scoreboard, and in the
activities of the Joint Research Centre, under the same conditions which apply to the legal entities
of the EU member states. The participation in the Horizon 2020 enabled the implementation of a
framework agreement on the joint research between the National Academy of Science of Ukraine
and JRC, to take part in the development of the Smart Specialization Strategy, and cover those areas
where Ukraine can be competitive on the European market. The status of associated country in this
programme also gives Ukraine an opportunity to participate in all-European coordination of policies
in the area of research and innovation, and to use the tools for knowledge transfer in this field. In
2016, in the framework of one of the Horizon 2020 tools, namely Policy Support Facility (PSF), the
European Commission conducted an independent audit of the Ukrainian national policy in the field
of research and innovation.

Conclusions. The innovation dimension of the competitiveness of Ukrainian economy calls
for transformations in institutional environment with regard to doing business, creation of
favourable innovation climate, revitalization of research and development, effective exploitation of
up-to-date information and communication technologies, digitalisation of economy, implementation
of the Ukraine—EU Association Agreement and Horizon 2020 to ensure that the country caches up
with the EU countries by the national innovation system value. [Innovation Ukraine; 19].
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Abstract. The article substantiates the necessity and determination of the prospects for the
innovative development of intellectual resources in the conditions of the formation of
entrepreneurial-type universities in Ukraine. The process of transformation of the role of
intellectual capital in the modern economy is analyzed, the evolution of approaches to the
development of universities is studied, the specifics of the formation of entrepreneurial-type
universities are defined, and intellectual resources are designated as a factor in the development of
modern universities. The possibility of creating a fundamentally integrated integrated structure of a
priority technological platform, including a HEI, research institutions and enterprises, an
innovative integrated structure, has been determined. Also considered are important innovative
forms of integration of science, business and education — clusters and public-private partnerships.
The role of the state in supporting the development of interaction between enterprises and scientific
and educational organizations has been determined. The article examines the global trends in the
development of universities: general patterns and national characteristics, analyzes patterns and
prerequisites for the formation of entrepreneurial-type universities in Ukraine, and defines the
values of intellectual resources in the formation of entrepreneurial-type universities. The article
considers the innovative development of intellectual resources in the context of the formation of
entrepreneurial-type universities, identifies promising areas for enhancing the innovative
development of intellectual resources. The algorithm for introducing the competence approach to
the process of innovative development of intellectual resources for the formation and development
of business-type universities in Ukraine is analyzed.

Keywords: entrepreneurial university, innovation, intellectual capital, knowledge transfer,
clusters.

Anomayia. B cmammi o06ipynmosano HeoOXiOwicmb ma  6UHAYEHHA NePCheKmus
IHHOBAYIIIHO2O PO3BUMKY [HMENEKMYAIbHUX pPecypcié 6 YMOo8ax (QopmMysaHHs YHIGepcumemie
nionpuemHuyvkoco muny 6 Vkpaiuni. Ilpoananizoeano npoyec  mpancgopmayii - poni
IHMeNeKMyaibHO20 Kanimauiy 8 YMO8AX CYYACHOI eKOHOMIKU, OOCIIONHCEHO eBON0Yit0 Ni0X00i8 00
PO3BUMKY VHIBepCUmMemis, GUHAYEHO cneyudiKy opmysanHs yHieepcumemis niOnpUEMHUYbKO2O
muny, IHMeNeKmyanioHi pecypcu HNO3HAYeHI SAK (Pakmop po36UmKy CY4YACHUX YHIGepcumemis.
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Busznaueno moorcnugicme cmeopenus npuHyuno8o HO8oI IHmMe2po8anoi cmpyKmypu npiopumemuoi
mexHonociunoi niamegopmu, wo exkiouae 3BO, HayKo80-00CHiOHI YcmMAHO8U [ NIONPUEMCMBA —
iHHOBayilHa iHmMezposana cmpykmypa. Posenanwymo makooc e6adxcausi iHHo8ayitHi  opmu
inmeepayii Hayku, Oi3Hecy i ocgimu — Kiacmepu ma O0epAHCABHO-NPUBAMHI NAPMHEPCMEA.
Busnaueno ponv Oepocasu 6 niompumyi po3eumky 63a€moO0ii NiONpUEMCME i HAYKOBO-OCEIMHIX
opeanizayit. B cmammi docniooceni enobanvni menoeHyii po3sumky YHIGepcumemis: 3a2aivHi
3AKOHOMIPHOCMI | HAYIOHANbHI 0COOIUBOCHI, NPOAHANI308AHO 3AKOHOMIDHOCMI MaA nepedymosu
GopmysanHs  yHigepcumemis NIONPUEMHUYbKO20 muny 6 VYKpaini, 6U3HA4YeHO 3HAYeHMs
IHmMeNeKmyaibHux pecypcié y (opmysanHi yHieepcumemis niONpuEMHUYbko2o muny. B cmammi
PO321AHYMO  IHHOBAYIUIHULL  PO3BUMOK  ITHMENEeKMYAIbHUX pecypcié 8 YMo8ax (opmMyBaHHs.
VHIgepcumemie NiONPUEMHUYLKO2O MUNY, GU3HAYEHI NEePCNeKMUBHI HANpAMU  AKMUeizayii
IHHOBAYIIIHO20 PO3BUMKY THMENeKMYalbHUX pecypcie. [Ipoananizosano arcopumm 6npoeadI’ceHH s
KOMNEeMmMeHmHICHO20 ni0Xo0y 6 npoyec iHHOBAYIUHO20 PO3GUMKY IHMENeKMYalbHUX pecypcié OJis
G opmyearHs i po3eumKy yHieepcumemis niOnpUEMHUYbKO20 Muny 8 Ykpaini.

Kntouosi cnoea: nionpuemnuyvKiti yHisepcumem, IHHO8ayil, IHMeIeKMYAIbHUL Kanimar,
mpancgep 3Hanv, Kiacmepu.

Annomauusn. B cmamve o000cHO6aHa HeoOXO0UMOCMb U onpeodeleHue NepeneKmus
UHHOBAYUOHHO20 — PA36UMUS  UHMEIEKMYAIbHbIX — Pecypco8 8  YCI08UAX — (hOPMUPOBAHUSL
VHUBEPCUMemos NpeOnpuHuMamenvckoeo muna 6 Ykpauwe. [lpoananusuposan  npoyecc
mpancghopmayuy poau UHMEIeKMYaibHO20 KANUMaAna 8 YCI08UAX COBPEMEHHOU IKOHOMUKU,
UCCe008aHA  I80IIOYUSL NOOX0008 K PA3GUMUI0  VHUBEPCUMEMOS, ONpeoeleHd Cneyuguxa
Gopmuposanus yHugepcumemos npeonpuHUMAamenbcko20 mund, a UHMeLLIeKmyaibHblie pecypcyl
0003HaAUeHbl KAK (hakmop pazsumust CO8PeMenHbIX yHugepcumemos. OnpeoeieHa 603MOICHOCHb
CO30aHUsL  NPUHYUNUATILHO — HOBOU  UHMESPUPOBAHHOU — CMPYKMYPbl  NPUOPUMEMHOU
mexHonocuyeckol niamgopmol, exmouaroujeti BY3wi, nayuno-uccireoosamenvckue yupesicoenus u
npeonpusimus — UHHOBAYUOHHASL UHMeESPUPOBAHHAs cmpykmypa. Paccmompensl maxoice sadxchvie
UHHOBAYUOHHbBlE (OpMbL  UHmMezpayuu HayKku, OuzHeca u 00pazo8anusi — Kiacmepvl U
20cyoapcmeeHHo-yacmuvle napmuepcmea. OnpedeneHa poib  20cy0apcmea 8 No00epHCKe
Pazeumusi 63auMOOetiCmeusi Npeonpusimuil U Hay4yHo-o0pazo8amenbHblx opeanuzayui. B cmamve
UCCIe006anbl 2100aIbHbIEe MEHOCHYUU PA3BUMU YHUBEPCUMEMO8: 00uue 3aKOHOMEPHOCIU U
HAYUOHANbHbIE ~ OCOOEHHOCMU,  NPOAHATUBUPOBAHLI  3AKOHOMEPHOCMU U NPEeONnOCHLIKU
Gopmuposanus ynusepcumemos npeOnpUHUMAmenbcKko2o muna 8 Ykpaute, onpeoeiensl 3HA4eHUs.
UHMENIEKMY AIbHBIX PECYPCO8 8 (DOPMUPOBAHUL YHUBEPCUMEMO8 NPEeONPUHUMAMENbCKO20 muna. B
cmamve pacCMOMPEHO UHHOBAYUOHHOE pA38umue UHMELIEKMYAIbHbIX Pecypcos 8 YCIOoBUSX
Gpopmuposanusi yHUSEpCUMemos npeOnpPUHUMAMENbCKO20 MUnd, OnpeoeieHvl NePCneKmueHble
HanpaeieHuss — akmueusayuy  UHHOBAYUOHHO2O  PA36UMUS  UHMELIEKMYANIbHbIX — Pecypcos.
Ipoananuzuposéan  aneopumm  GHEOPEHUsE — KOMNEMEHMHOCMHO20 — N00X00d 6  Npoyecc
UHHOBAYUOHHO20 PA3GUMUS  UHMELIEKMYAIbHbIX Pecypco8 O (OpMUPOBAHUs U  PA3BUMIUSL
VHUBEpCUMemo8 npeonpuHUMamenbcko20 muna 8 Ykpaute.

Knrwouesvie cnoea: npeonpunHumamenbckuil yHusepcumem, UHHOBAYUU, UHMENLEKMYATbHbIl
Kanumai, mpaicghep 3HaHuil, Kiacmepol.

Formulation of the problem. Under the influence of market and globalization processes in
the modern Ukrainian economy there is a transformation of the higher education sphere, which is
connected to the growing competition of universities, the increasing of their independence and rigid
consumer demands. In this regard, the urgency of the formation of business-type universities
adapted to the new economic conditions is increasing.

The purpose of the article. The purpose of this study is to substantiate the need and identify
the prospects for innovative development of intellectual resources in the conditions of the formation
of business-type universities in Ukraine.

82



Axmyanoni npobaemu midxcHapoorux sionocus. Bunycek 140. 2019.

Analysis of recent research and publications. Problems of development of higher education
institutions (HEI), patterns and tendencies of their modern progress, innovative forms of integration
of business universities are investigated by domestic and foreign scientists, in particular:
I. Artyomov, B. Clark, H.Etzkowitz, M. Zgurovsky, T. Koroleva, V. Lugovoi, T.Mirzodaeva,
O. Romanovsky, V. Smolanka and others.

Outline of the main research material. Current trends in the global economic space reveal a
shift of the vector of its development in the direction of innovation. A new type of economy is
emerging, that is, an economy where the latest knowledge is the defining resource. And the need to
reproduce the latest knowledge in the context of institutional gaps between the development of
innovations and their commercialization provokes the creation of innovative structures for the
organization of innovative activities, namely the organizational mechanism for multilateral
interaction between subjects of the real sector of economy, scientific and educational organizations
and public administration, which is implemented different innovative concepts of «universities-
enterprises» and «state-universities» and entrepreneurial structures of innovation type, both
nationally and internationally.

For example, J. Ropke examines entrepreneurial universities three-way, defining this concept,
first, as a higher education institution that performs entrepreneurial functions; secondly, it finds
expression in the entrepreneurial activity of university staff and students; third, it means the
development of cooperation between higher education institutions and the external environment (in
particular the business sector) [Ropke, 2000].

A fundamentally new integrated structure could be a prioritized technology platform,
including HEIls, research institutions and enterprises — an innovative integrated structure. Such a
structure is defined as «a set of business entities connected to each other by a network system of
financial and economic relations aimed aimed to improve the efficiency of participants' innovation
activities through optimization of resources» [Xapun, 2012]. The role of the state is to support the
development of interaction between enterprises and scientific and educational organizations, by
creating conditions for expanding the practice of involving higher education institutions in the
activities carried out by organizations of the real sector of economy in the field of research, research
and development, and technological works, as well as to develop the potential of higher education
institutions as research (design, engineering) organizations. The mechanism of integrational
interaction is the creation of a research center, which will be the intermediary structure between the
patent and the publication. Improving the effectiveness of innovation can also be about creating
technology platforms. It is an amalgamation of science, business and education in areas that are of
national interest not only in Ukraine but also in other countries. The technology platform, as an
innovative integrated structure, is of particular interest in such areas as: information and space
technologies, energy, transport, lasers, biotechnology, pharmacy and fine chemistry.

Another innovative form of integration of science, business and education — the form of
clusters, which can be divided into: educational and mixed («scientific-educational» and
«industrial-educational») should also be noted. Here, the cluster acts as an integration mechanism
that ensures the intensive development and social partnership of the organizations that form it. Like
all integrated cluster structures, clusters are created to increase the resource base and facilitate
access to new technologies, to increase external and internal consumer markets, to integrate the
research base and to ensure openness to the use of scientific knowledge. Depending on the shape of
the cluster, the core of the cluster may be organizations and enterprises that produce end products or
educational institutions [Cmonanka, 2015].

Educational clusters involve collaboration between other educational institutions. The nucleus
of such a cluster is the university. Collaboration within the educational cluster involves the research
activities of the subjects of the educational system both vertically and horizontally. Advantages of
cluster creation are exchange of technologies, knowledge, skills development among labor
resources, advantages of agglomeration and social infrastructure [Koponbora, 2009].

The form of integration of education, the state and business as a public-private partnership
should also be mentioned. Public-private partnership is characterized as a union of the state and the

83



Actual problems of international relations. Release 140. 2019

HEI to create a favorable investment climate in order to generate demand for innovation. Such an
association involves the construction of a risk-based management mechanism whereby research and
development is carried out on the basis of the intellectual capital of the HEI, the investment capital
of the state and state property. This requires the active use of public procurement and public
procurement tools as a tool for providing state support. In Europe, for example, some forms of
integration are the result of state reforms, while others are emerging in order to concentrate research
capacity to function effectively in a highly competitive global market and compete with commercial
corporations funded by large corporations [PomanoBchkuii, 2012].

Through the reproduction of intellectual property and labor resources, the potential of
intellectual capital of an innovative integrated structure (organizations, enterprises and the state) is
increased. In the structure of intellectual capital, researchers distinguish the static part — many
objects of intellectual property, production, providing technology, and the dynamic part in the form
of specialists, ensuring its development. The potentials of the static and dynamic parts are formed in
the continuous interaction of asymmetric structures: education, science and production systems
based on the principle of asymmetry. In order to carry out research-intensive research and
development, it is necessary that the potential of the dynamic part of the intellectual capital of an
innovative organization exceeds its static potential.

As an integrated form of organization of the system of education and business should be
mentioned the concept of the triple helix of H. Etzkowitz and L. Leidesdorf «university-enterprise-
state», which appeared as the intersection of two so-called double helices: «university-enterprise»
and «state-universities» [Etzkowitz, 2002]. The concept is based on the transformation,
displacement and expansion of priorities in the activities of the members of the association, and on
the possibility of effective mutual exchanges of functions and results of activities, as well as, within
the framework of the triple helix, their sustainable reproduction [Etzkowitz, 2000 a]. Thus,
according to H. Etzkowitz, the traditional regulatory and guiding role of the state is expanding
somewhat, since, by creating funds for financing innovative business, the state fulfills the role of
business [Etzkowitz, 2007]. Business structures, by providing educational services and improving
curricula, perform the functions of the education system. Universities, by creating innovative
companies such as business incubators, techno parks, business centers, and so on, to commercialize
knowledge and increase extra-budgetary income, as well as through paid educational services
(educational entrepreneur), begin to fulfill the role of business, the role of entrepreneurship. In the
triple helix model, a balance of interests is achieved and cooperation is developed which develops
in the most effective direction. H. Etzkowitz views the triple helix not only as a collaboration of
three institutional forms, but also as an interaction of three spaces: a space of knowledge, a space of
agreement and a space of innovation [Etzkowitz, 2008]. The knowledge space is an existing
intellectual potential (intellectual property objects, publications, and so on) capable of generating
knowledge. The space of consent implies cooperation between different institutional spheres in
order to identify competitive advantages, strengths and weaknesses of the region and formulate
directions for development. It can be embodied in the form of newly created firms (venture,
consulting). Innovation space is the creation of a new kind of organization for the implementation
of an innovative project using the resources (financial, technological, intellectual) of all institutional
actors [Etzkowitz, 2005].

In these circumstances, classical universities are being transformed into entrepreneurial
universities, which play a leading role in the triple helix model.

The problems of forming a business university were first considered by B. Clark in the work
«Creating a business university: organizational directions of transformation». Analyzing over the
past ten years the activities of the EWF Twente (Netherlands), Warwick (UK), Chalmers (Sweden),
Strathclyde (Scotland), Joensuu (Finland), B. Clark has identified their transformation in the
direction of active entrepreneurial activity. B. Clark defines an entrepreneurial university as a
university ready to «take risks when developing new practices, the outcome of which is unclear»
[Clark, 2008]. From the standpoint of the researcher, the University of Entrepreneurship has a
significant difference from the classical university — it is a willingness to commercialize the
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generation and dissemination of knowledge. From the perspective of Joule Ropke, the distinctive
features of an entrepreneurial university should be: the entrepreneurial behavior of the organization,
the entrepreneurial behavior of teachers, students, staff, as well as the structural interaction of the
entrepreneurial university and the region. This is why the University of Business should be open to
organizational change and the introduction of innovative ideas.

Forming such traits requires active work on adapting employees to changes in HEI,
developing entrepreneurial thinking and involving most employees in the process of generating
innovative ideas and making management decisions. Entrepreneurial values should become
fundamental to both the teaching staff and students involved in project implementation. According
to B. Clark, HEI, marking the task of transforming into a business-type university, should carry out
deliberate actions to reorganize the structure and reorient its philosophy of activity to the position of
entrepreneurship [Clark, 2008]. Another way of forming an entrepreneurial university is to create
the conditions that are most conducive to developing initiative for teachers and students to create
innovative companies.

Their leading position is explained by the fact that universities unite in their education system
all major branches of science and, therefore, have the greatest intellectual potential. Within
entrepreneurial universities, teaching, research and entrepreneurship combine to generate revenue
through commercialization of innovation. As teachers and students are involved in the
entrepreneurial activity of the university within the framework of an innovative business structure,
there is an accelerated implementation of the latest applied knowledge in the educational process.
The formation of new knowledge and their capitalization ensure the accelerated development of
intellectual resources and, as a consequence, innovative activity. Thus, business universities carry
out not only the classical functions of HEI: educational, research, intellectual, supplementary and
continuing education, cultural, economic, social, but also fundamentally new functions: knowledge
transfer, generation of scientific ideas, entrepreneurship, investment.

In developed countries universities are given the key role of economic engines in the process
of creating new knowledge, transferring it to the non-academic sector and commercializing it. At
the same time, universities directly influence the development of an entrepreneurial society,
enriching students with appropriate skills and knowledge, so knowledge transfer activities are
among the key components of university development. In particular, the structure of the University
of Edinburgh has a technology-transfer center, which was created in conjunction with the city hall
of the city. This center includes units that deal with the transfer of research results to interested
enterprises, marketing research, intellectual property issues, and an incubator of innovative
companies, which carries out the final verification of research projects initiated by university
professors, search for partners in the field of commercialization projects and more [North, 2008].

Knowledge transfer is designed to ensure the transfer of knowledge, including technology,
experience and skills, from the university to external customers — businesses, public and
government entities, leading to innovation in the economy and public sphere. It is possible provided
that at the highest level the university pursues the traditional areas of activity — research and
education.

Generation of scientific ideas is the most important function of an entrepreneurial university.
Within the University there is an active research, educational activity, filled with creative ideas of
young researchers. Obtaining grants, conducting their own research, experience, participation in
conferences and seminars constitute the innovative activity of the HEI, which generates new
creative ideas that require careful analysis to form a new innovative area of activity. The realization
of the entrepreneurial function implies the creation within the framework of HEI, as well as separate
structural units of small innovative enterprises, where in the process of work, through
commercialization of ideas students with the participation of teachers and entrepreneurs could gain
practical experience of real entrepreneurial activity.

The entrepreneurial university builds its activity in such main areas as: training of
innovatively active specialists, production of high-tech ideas, technologies, innovations and their
commercialization (capitalization of knowledge). Thus, the Entrepreneurial University carries out
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its activity not only in the direction of study, carrying out scientific researches, but also in the
direction of attraction to the universities of investments from the state and business, profit from own
business activity [Mipo3aaesa, 2012]. As a result of cooperation with other institutional forms (state
and business), the university makes a significant contribution to the socio-cultural development of
the region. In their studies, some scholars have found a direct relationship between the
capitalization of knowledge and the internal factors of university transformation. Differences in the
goals of the members of a tripartite association are overcome within the framework of an
entrepreneurial university, which enables the interaction of these different value propositions. The
main factor is the scientist. Researchers point out that «before considering the capitalization of
knowledge, we must take into account the microstructure of the motivation, norms, potential and
resources of the particular scientist involved in the production of innovation». H. Etzkowitz
emphasizes the importance of human resources: «without the individual contribution of a scientist,
it is impossible to develop a model» [Etzkowitz, 2000 b]. Moreover, as a result of the movement of
human resources within the model, as well as being an element of two or three institutional spheres
(a combination of teaching and work in a company or successful entrepreneurship) forms, methods,
tools of teaching activity are updated and determine a significant increase in knowledge. At the
same time even at the most entrepreneurial universities only a relatively small percentage of the
faculty are interested in becoming directly involved in technology transfer [Etzkowitz, 2010].

Therefore, it is quite obvious that classical universities are undergoing significant changes and
are gradually being transformed into entrepreneurial (innovative, research), which determines the
formation of new structures of organization of innovative activity. This, for example, an innovative
integrated structure (technology platforms) includes: HEIs, research institutions and enterprises; the
triple helix model includes: university, enterprise, state. Universities play a major role here
[JIyrosuii, 2012].

Within the framework of entrepreneurial universities, competitive scientific groups are
formed, which, through modern innovative structures of the entrepreneurial type (centers,
laboratories, departments), carry out patent-licensing activity, commercialization of research and
development, knowledge transfer. Taking into account scientific and applied research of domestic
and foreign scientists, we can distinguish the following principles of activity of business
universities: entrepreneurial thinking of teachers, students, staff, their ability to adapt and change;
entrepreneurial activity, openness to organizational change and implementation of innovative ideas;
high level of scientific research; systematic organizational and economic relations of all members of
the association; developing their potential through knowledge gains; integration of different styles
and value systems; maintaining a balance of interests.

Entrepreneurial universities do not only carry out the classical functions of HEI: educational,
research, intellectual, supplementary and continuing education, cultural, economic, social. In the
activity of business universities, fundamentally new functions are added: training of innovatively
active specialists, transfer of knowledge, generation of scientific ideas, production of high-tech
ideas, technologies, innovations, commercialization (capitalization of knowledge) of development,
attraction of investments. The university is a place where thousands and tens of thousands of
students come up with new ideas, and these ideas can be successfully commercialized and marketed
under favorable conditions [3ryposcekuii, 2011].

It should be noted that in Ukraine there has been a process of changing the classical paradigm
of education. There is a need for gradual formation and implementation of the higher education
model, which is based on the integration of educational institutions into large educational and
scientific-industrial clusters, as a result of which HEIls will gradually begin to acquire
entrepreneurial specificity of activity. The higher education institution's innovation system is an
organizational and managerial mechanism for developing and implementing innovations to enhance
its competitiveness.

After all, foreign and domestic experience shows that solving the problem of building a
modern competitive economy and knowledge society requires optimal use of the latest models of
innovation processes, an important component of which are research innovation universities [20].
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Conclusions. Thus, the modern innovation space is characterized by a variety of forms and
structures that unite such institutions of economy as: the state, education, business, science. It is
necessary to distinguish such organizational forms and associations of subjects of innovative
activity as: technological platforms, clusters, educational clusters, public-private partnership,
«knowledge triangle», «triple spiral». The reasons for such integration are the transformation,
displacement and expansion of the priorities of functioning of the subjects of innovative activity.
The purpose of such an association is to increase the efficiency of innovation activities of its
participants and the country as a whole. The main role in all integration structures belongs to the
university, as a leading link in the system of generation and commercialization of new knowledge.
Universities, by creating innovative companies, such as business incubators, techno parks, business
centers, and so on, with the aim of commercializing knowledge and increasing extra-budgetary
revenues, as well as providing paid educational services, are beginning to fulfill the role of business,
the role of entrepreneurship and are transformed into business universities. This ensures the
fulfillment by them of the real tasks of state or entrepreneurial structures, the participation of
students and teachers in scientific research funded not only by business, but also by the state
[['pumenko, 2015].

The transformation of universities into entrepreneurial ones is due to the availability of the
necessary components: the innovation policy of the HEI; entrepreneurial transformations that can
occur only under the direct influence of innovative relations in the staff of the educational
institution; formed corporate entrepreneurial culture. The nature of these relationships can either
contribute to or counteract the implementation of entrepreneurial ideas in the HEI
[PomanoBcekuii, 2015].
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Abstract.The main purposes of the article are to analyze the concept of intellectual migrant,
to consider the features of international migration of highly skilled workers, problems and
consequences of intellectual migration, to study the factors affecting the migrant in a new
environment using the U-shaped Lysgaard curve, to determine the features and causes of migration
from Ukraine. The basic migration directions of the Ukrainian students for study and outflow of
highly qualified personnel abroad are considered in the article. The main directions and centers of
migrant flows in the world are analyzed.
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AHoTauif. /0106100 Memow cmammi € aHaniz NOHAMMSA [HMENEeKMYAlIbHO20 Miepanmad,
amaniz ocodoausocmell MidiCHaAPOOHOI Miepayii 8UCOKOKBANIIKOBAHUX NpAYi6HUKIE, npobiem ma
HACNIOKI8 IHMENeKMYanbHOi Miepayii, 00CTIONHCEeHHs YUHHUKIB, SIKI NIUBAIOMb HA CIMAH Miepanma y
HOB0OMY OJIsl HbO2O HABKOIUUWIHbOMY cepedosuwyi 3a donomozcoto U-nodibnoi kpusoi Jliccaapoa,
BU3HAYEHHS 0COOIUBOCMI MA NPUYUHU THMeNeKmYyanbHoi miepayii 3 Yxpainu. Po3ensanymo ocHogHi
HanpamMKu 8uiz0y YKpaiHCbKux cmyoeHmié Ha HA84aHHs ma 8i0MoK)y UCOKOKBANI(IKOBAHUX KaOpie
3a KOpOOH 6 noutykax pooomu. IIpoananizoeano 0CHOGHI HANPAMU MA YEHMPU MANCIHHA MICPAHMIE
Yy c6imi.

Knrwouosi cnoea: inmenexmyanvuuil Miepanm, MidCHApoOHa Miepayis, «8IOMIK IHMeNeKmy»,
U-nodibna kpuea Jliceaapoa,KyibmypHuil woK, meopis « NPUmsA2y8aHHs - GUUUIMOBXYBAHHSY.

AHHOTAUMA. [71a6HOU Yenvlo cmamvy AGNAEMCA AHAAU3 NOHAMUSL UHMELLIEKMYATbHO20
mucpaunma, paccmompenue ocobennocmetl MENHCOYHAPOOHOTL muspayuu
BbICOKOKBANUPUYUPOBAHHBIX  pADOMHUKOS8,  Npobiem U  NOCIe0CMmeUll  UHMELLeKMYAIbHOl
Muspayuu, Ucciedo8anus (Qakxmopos, GIUsIOUUX HA COCMOSHUE MUSPDAHMA 6 HOB0U Olsi He2o
okpydrcaroueti cpede ¢ nomowvio U-obpasznotl kpusotl Jluceaapoa, onpedenenue ocobeHnocmetl u
NPUYUH UHMELIEeKMYanbHOU Muepayuu u3 Ykpaunol. Paccmompenvl ochosHble Hanpagienus 6vie30a
VKPAUHCKUX CMYOeHmMO8 HA 0byUeHue U OMMOKA 8blCOKOKBANUDUYUPOBAHHBIX KAOPO8 3a SPAHUYY 8
nouckax pabomol. IIpoananuzupoeanvl OCHOGHbIE HANPAGNEHUS U YEHMPbL NPUMSICEHUS
MUSPAHMO8 8 Mupe.

KiroueBble CJI0BaiUHMENIEKMYANbHBIU MUSPAHM, MEHCOVHAPOOHAS MUepayus, «ymeukd
mo3208», U-obpasuas kpueas Jluceaapoa, KylbmypHbulll WOK, MeOpusi «NPUMSANCEHUS -
BLIMATKUBAHUS Y.

Introduction. International migration has become one of the most debated topics in many
developed and developing countries. Host countries are concerned about the socio-economic impact
of international migration, while donor countries are concerned about the outflow and loss of highly
skilled workers. At the end of XX century, the number of migrants has increased drastically. The
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openness of developed societies and the loyal migration policies of the centers of immigration have
played a significant role in this process. "Brain drain” is defined as the migration of highly skilled
workers in search of a better level of living, access to advanced technologies, more stable economic
and political conditions. Sowe have next questions: “Why do talented people leave their countries
and go abroad? What are the consequences of such a migration? What policies can be applied to
deter migration from developing countries to developed countries?”

The purpose of the study is to analyze the main reasons and factors of migration of highly
qualified personnel, to determine the nature of international intellectual migration, to identify
possible consequences, and especially - losses for donor countries of intellectual resources, to study
the migrants during adaptation in a new country using the U-shaped Lysgaard curve.

Recent literature review. The study and analysis of international migration of highly

skilled workers has received a great deal of attention from foreign scientists, including Oberg K.
[Oberg, 1954], Dustman K., Lysgaard S. [Lysgaard,
1955], Black S., Mendenhall M. [Black, Mendenhall, 1991], Todaro M., Phillips K., Williams A.,
Iredale R. Important contributions to the study of international migration have been made by
domestic scientists and young scientists, such as Medina T., Pendyur N. [Medina, Pendyur, 2014],
Gaidutsky A., Grabinsky 1., Erfan Y. [Erfan, 2018], Zhurakovskaya L., Romanyuk M. [Romanyuk,
1999], Stupnitsky O., Telephanko N. [Telefanko, 2011], Filipenko A. At the same time, there are
relatively few publications in the national literature, which cover the theoretical and methodological
foundations of international migration, namely the state of a migrants when they move and stay in a
new country - this is main idea that helps us to choose the research topic and its relevance. The
methodological basis of the study was documents, analytical data and statistics from the United
Nations (UN), the State Statistics Service of Ukraine, the International Organization for Migration
(IOM), the International Labor Organization (ILO) and others.

The main results of the research. Intellectual migration is a phenomenon of human society
that is justified in the constant changes of intellectual centers. It is based on such personal motives
of the intellectual, as his desire for scientific achievements, his preference and adaptation to another
culture and the way of life, belonging to certain ethnic groups and social classes. The migrant can
also be governed by political and social conditions, such as the level of liberalism and working
conditions in his country and country of residence. The concept of “brain drain” appeared in 1962
in the text of a report by the British Royal Society. It was used to describe the emigration of
researchers, engineers and technical staff from the UK to the USA [Parhomenko, 2014: 37].

The experience of highly developed countries shows that effective recruitment and usage of
skilled labor is one of the key factors for a country's economic growth. Instead, the migration of
low-skilled workers, who are not deficient in the economy of the country, leads to the growth of
unemployment among the local population, lower wages in the industry and increased social
tensions [Ligvishchuk, 2018: 9]. The multifactorial impact of migration on the socio-economic
status of the country requires a continuous improvement of the system of regulation of international
labor migration in order to obtain socio-economic benefits from state participation in migration
processes.

From the perspective of developing countries, this phenomenon can even be seen as a
problem; countries want their intellectuals traveling abroad to return and help in the development of
the country. However, real opportunities and incentives do not always exist. Therefore,
administrative and legal measures can be developed both in the country of birth of the migrant and
in the host countries.

In terms of international exchange, the phenomenon of migration of intellectuals can in
some cases be considered not only normal but also highly desirable. Migration of intellectuals is
also a positive factor in the cross-fertilization of cultures. It should also be noted that in today's
world, intellectual migration is caused by processes occurring not in science, but in society in

91



Actual problems of international relations. Release 140. 2019

general: a crisis of economic, social, political and cultural relations. At the same time, many
countries are interested in getting qualified specialists due to lack of their own high-level specialists
[Medina, Pendyur, 2014: 150-157].

Knowledge centers have always been a pole of attraction for those who, for some reasons
have strived to learn. Today, intellectual migration or as it is called "brain drain™ is a constant
phenomenon in the development of man and his society. The migration of skilled workers should
not be seen, as a single case of modern world social evolution, but a continuing historical process.
Even Aristotle himself was an intellectual migrant for Macedonia.

However, we must differentiate the meaning of "migration™ in our study. Our concern here
is not simple migration. Almost every migrant has an occupation but is not necessarily an
intellectual. The metropolis offers more opportunities and therefore has the power of attractiveness.
Movement can be from a village to a city or from one country to another. In the context of the
article, we want to consider the part of international migration that covers highly qualified persons.
For example, a nurse who does not find a suitable job at a hospital in her home country goes abroad.
Despite her skills and intellectual abilities, she is not classified as an intellectual, so, she can
migrate despite the existing need for nurses that she does not fill.

In our work we want to highlight intellectual migration as a migrant’s leadership in any
field. For the purposes of this study, we are only interested in the phenomenon of migration when a
highly qualified person migrates to one country and definitely stays there. Thus, we are not
concerned worry with foreign students who return home after studying. But the next question
immediately arises: "At what point does specialty education end?". Surely a doctor or engineer
would be much more useful to his country when he/she returned not only with a theoretical
background but also with good practical skills and experience. This, of course, complicates the
identification of the subject of study. Here again choosing the term "migration™ can help delineate
the topic. This includes in the first instance the "intention" to stay. Of course, this intention should
be taken into account after a period of adaptation and real material capacity. From the point of view
of the U-shaped Lysgaard curve, intentions may be materialized at the end of the curve rather than
at the beginning of it [Mizuno, 2012: 9]. An adaptation model was proposed by Lysgaard, according
to which the adaptation overcomes three main phases. At the beginning of a stay in a new country a
foreign student goes through a process of interest to the society and culture, which is positively
reflected in its general state; the second period is depression, crisis; and the third is a positive
transition to the adaptation period and the final adjustment. The presented analysis of the results of
the survey confirmed that adaptation to the new culture takes place according to the U-shaped curve

(Fig. 1).
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Fig. 1 U-shaped curve of an intellectual migrant’sadaptation

Social adaptation is the process and result of an active adaptation of an individual to the
conditions of a new or changed social environment through the harmonization of the requirements
and expectations of its participants [Gorodyanenko, 2008: 14].

According to K. Oberg, the entry of a foreign student into a new society, getting acquainted
with a new culture can lead to a culture shock accompanied by the unpleasant feelings of joining a
new society, in addition the loss of communication with friends and family, a certain status,
rejection, astonishment and discomfort differences between cultures [Stefanenko, 1999: 160]. The
term “cultural shock™ was introduced into scientific circulation by the anthropologist K. Oberg in
1954 [Oberg, 1954: 1]. "Cultural shock," he noted, "is the result of anxiety resulting from the loss
of all common signs and symbols of social interaction”. Subsequently, most scholars adhered to K.
Oberg's approach, extending this definition. Traditionally, "cultural shock™ refers to the reaction of
anxiety to an unfamiliar environment because of the inability to understand, control and predict
other people's behavior.

Proponents of the concept of "culture shock™ believe that the process of adaptation to the
new culture is in accordance with the U-shaped curve. Researcher S. Lysgaard emphasizes that
adaptation of one who is temporarily in another country, looks like the U-shaped curve, that shows
at first the satisfaction and well-being gradually decrease, but then increase again. In other words,
migrants, when adapting to a new culture, go through three phases: the first is characterized by
enthusiasm and high spirits; the second - frustration, depression and feeling of anxiety (actually a
"culture shock™); in the third phase, these feelings turn into confidence and satisfaction. Also,
scientists highlight another stage - the adaptation period, looking at the graph of the U-shaped
adaptation curve of the intellectual migrant (Figure 1), you can see that it is between a culture shock
and a period of complete pleasure. Thus, culture shock arises primarily in the emotional sphere of
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the individual, but social factors such as maladaptation and rejection of new morals, style of
behavior and communication, etc. [Lysgaard, 1955: 45].

Migrants have introduced various technologies to help themselves in the process of cultural
adaptation and cultivation. In recent years, the most common and useful methods used by
newcomers are social media, which play a key role in connecting people around the world to share
the knowledge and cultural traditions. In fact, the world has become a "big village" after the
emergence of social media programs. Therefore, people can interact and communicate with each
other using the Internet, they can also receive information about the new society. Thus, thanks to
social media, people from every culture can understand and respect the traditions and norms of
other countries. The term "intercultural adaptation™ means the adaptation of different behaviors, that
is, to reduce the likelihood of being misunderstood while talking and communicating with a person
of another culture [Gudykunst, 2003: 34]. In the process of intercultural adaptation, people use
social media for several purposes, for example, to learn about other cultures and countries, to
establish relationships with friends and family, and constantly be informed. In other words,
interaction and communication over the Internet are influencing intercultural adaptation for
newcomers to host countries.

The experience of people who have successfully switched from one culture and "merged"
with another has enriched the multicultural world. That is, the term intercultural adaptation signifies
this situation: after a person enters a new culture, he/she may initially be in a state of
disequilibrium, but after a while he/she will find a balance [Kim, 2001]. It is natural to be in this
state, because one does not know enough about the new culture. Adaptation to a new culture is a
dynamic process by which people, moving to an unfamiliar cultural environment, establish (or
restore) and maintain a relatively stable, reciprocal and functional connection with the environment
[Gudykunst, 2003: 224].

Adapting to a new culture involves experiencing many factors in adaptation processes, such
as behavioral and psychological changes, as people from different cultures interact in different ways
[Kim, 2005]. According to Lee and Kim [Lee, Kim, 2012], people need to apply adaptive skills and
learn about new culture while engaging within the target culture. This process involves a clear
awareness of one's culture and new cultures in terms of differences and similarities. For example,
being an interesting and open person to cultural differences helps to develop intercultural
competence. Moreover, communication is important in this intercultural process, communicating
with people in a new culture is very beneficial to overcome barriers and gradually adapt to the new
culture. With regard to psychological factors, emotions have a significant impact on the process of
cultural adjustment. According to Matsumoto, Hiraiyama and LeRoux [Matsumoto, Hirayama,
LeRoux, 2006], people who cannot control their emotions may have difficulty in successful
adaptation to new cultures. Therefore, people need to control their emotions to seamlessly and
easily adapt to the new culture.

Currently, Facebook is the most popular application among social networks such as
YouTube, Twitter and more. Mark Zuckerberg created Facebook in 2004 to encourage interaction
between people from different cultures around the world. As of the second quarter of 2019,
Facebook is the largest social network in the world, with an active user count of 2.41 billion (Figure
2). In the third quarter of 2012, the number of active Facebook users exceeded one billion, making
it the first social network to ever do so. People use Facebook to stay in touch with friends and
family, to find out what's going on in the world and to share important information.
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Does the material well-being affect on the decision of an intellectual to remain in developed
countries or not? Better salary, access to cultural events, effective organization of society, real
possibilities for using modern devices are all components that are considered by a scientist who has
decided to stay in the country of residence. The largest extent of international labor migration is
determined by differences in salaries. The official minimum wage in Ukraine is only UAH 4173
[Minfin,2019a], or $ 167 [Minfin, 2019b]. This makes neighboring countries like Poland more
attractive option for employment of Ukrainians (Fig. 3).
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Fig. 3. Countries with the highest average wages and Ukraine's place in this ranking

Thus, according to the Ukrainian Delegation of the International Organization for Migration,
Luxembourg was ranked first with an average salary of $ 4,089, and Ukraine ranked fifty-sixth ($
686). | want to point out that this is the average, not the minimum wage [International Organization
for Migration, 2018].

Contemporary international intellectual migration is conventionally made up of two parts:
highly skilled professionals moving from one developed country to another (mainly within Europe)
and specialists traveling from Asia, Africa, Latin America and Eastern Europe. Developing
countries (Ukraine can be safely attributed to this group), due to the migration of highly skilled
workers, have major complications due to a lack of highly qualified staff. This is why "brain drain”
was considered as the migration of highly skilled and talented professionals from poor and / or
isolated countries to industrial centers. This process is ongoing and constantly gaining momentum,
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increasing the annual number of skilled migrants to EU countries and especially to the United States
[Parhomenko, 2014: 37].

Considering the factors that stimulate emigration, most researchers rely on the “push-pull”
theory, developed by English scientist Ernst Ravenstein, who was one of the first to begin to study
migration processes [Romanyuk, 1999: 79-83]. Based on census data in England and Wales, he
formulated the "Laws of Migration™in 1889. Ravenstein concluded that population migration can be
explained by the effect of “push-pull” factors: unfavorable conditions in one area (rigid legislation,
excessive taxes, etc.) "push™ people out of their place of residence and favorable conditions created
in others territories “pull” them. Accordingly, he divided all the factors that cause migration into
internal (“push” factors) and external (“pull” factors). For example, for migrants from developing
countries, a leading “push” factor in intellectual sphere is the elementary lack of a real sphere of
intellectual labor, the isolation of some scientists, the inability to develop as a scientist in a normal
way. For example, the USSR held 25% of the world's scientific potential. This has largely given it
the status of a "superpower"”. In the early 1990s, countries of the former Soviet Union have
experienced an extremely complex crisis in the collapse of the intellectual community due to the
destruction of a unified system of development of research institutions.

Further development of Ravenstein's theory of migration was acquired in the works of E.
Lee, who believed that the greatest influence on population migration is exerted by internal or
external factors. In addition, Lee found that factors such as distance, physical and political barriers
could not only deter but also prevent migration [Kovalik, 2012: 117]. All “push-pull” factors can be
conditionally divided into 5 groups, namely: social, political, economic, environmental and cultural
(Table 1).

Table 1.
Factors of influence on international migration
“Push” factors “Pull” factors
Social
Poor quality of education High quality of education
Poor working conditions Good working conditions
Low level of health care Affordable and high level of health care
Lack of self-realization Possibility of self-realization
Political
Corruption No corruption
Political instability Stable political system
Economic

Low wages High level of wages

Poor quality of life High quality of life

High unemployment rate Low unemployment

Economic instability Stable economy
Ecological
Contaminated environment Cleaner environment
Poor quality of drinking water and food High quality drinking water and
environmentally friendly food
Cultural

Religious persecution Freedom of religion

Racism No racial discrimination

Source: constructed by authors based on [Kovalik, 2012: 118].

In Ukraine, migration processes are characterized by dynamism, diverse and complex causes
not only internally scientific but also social and economic. In recent decades, researchers who have
been unable to adapt to the new socio-economic conditions of post-Soviet Ukraine and have not
been able to "stay in science” have shifted to other areas of human activity, such as business. This,
in turn, has led to imbalances in the scientific and educational spheres, and has created new
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challenges and threats to national educational and scientific sectors that affect the level of technical
and technological development of Ukraine.

The consequences of migrating researchers are a significant problem for developing
countries. After all, considerable funds were invested in the training of specialists, creating a
competitive advantage for other countries, that is, the country does not receive a return on its own
investment in human capital. Benefits from the migration of scientific personnel can only be
realized when the donor country creates an effective policy for the circulation of highly skilled
personnel [Howak, 2013: 29]. On the example of Ukraine, it can be argued that there is no state
support for migrant scientists in the country, who, on their return, face psychological stress, and
migrants have to go to work in other countries.

Among the main reasons for the migration of highly skilled workers can be identified
[Malinowska, 2010: 48; Telefanko, 2011: 35; Malyutin, 2008: 101]:

1. insufficient funding for the scientific field;

2. low wages;

3. imperfect infrastructure and inefficient institutional support that makes it impossible to
implement scientific developments;

4. unstable economic and political situation;

5. lack of prospects for professional realization [Tkach, 2005: 101].

The high concentration of these causes of migration makes it possible to identify centers of
attraction for migrants from other countries. At present, the centers that attract the bulk of the
workforce, including highly skilled workers, are:

* Western European countries (Germany, France, the United Kingdom, Switzerland,
Belgium, Sweden, the Netherlands), where there is a tendency to use foreign labor for heavy,
harmful works,

* The United States, Canada and Australia, which host predominantly qualified specialists,

* industrial countries of Southeast Asia,

» Middle East oil producing countries.

Conclusions. Thus, intellectual migration as a contradictory and ambiguous phenomenon
requires concrete measures for its regulation, which should be carried out by means of international
legal regulation of migration processes taking into account the global interests of the world
community, the objective capabilities of individual states and the peculiarities of population
development [Erfan, 2018: 10].

Not only nuclear scientists or biochemists move to more developed countries with well-
equipped research laboratories, but also sociologists, international lawyers and people with similar
professions migrate to academic centers where ideas are exchanged, with a well-equipped library
and a free access to publications and articles. From the point of view of physics, the migrant's brain
is constantly pierced and fed by a wealth of knowledge, and upon returning home, he/she will have
to make a special effort to stay fit. An intellectual from a developed country with limited resources
migrates either in order to have access to more sophisticated equipment or because his country does
not offer professional satisfaction and interesting opportunities. It should be noted that this
movement should be understood as a flow from European countries to the USA in the field of
applied sciences and technologies. In the field of humanities and fine arts, the movement is bilateral
and even more from developed countries outside Europe, such as Australia, New Zealand, Canada
and even the United States to Europe. Therefore, intellectual migration is a complex phenomenon
that has an ambiguous impact on the socio-economic development of donor and recipient countries.
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PEIIEH3II. IPE3EHTAIIII.

HEOTOJIOIIEHI POCIMCBHKI BIMHU ITPOTHU YKPATHU: YPOKHA
ICTOPII

JNanuwienko B.M. Peuensis Ha monorpadito: Muxoaa /Jopowrxo. Heozonoweni giiinu Pocii
npomu Ykpainu ¢ XX — na nouamky XXI cm.: npuuunu i nacnioku. — K.: Hixa-I]enmp, 2018. —
196 c.

Komu y cepmui 2019 poxy VkpaiHCBKHMH IHCTUTYT KHUTH OTOJOCHB pPE3YJIbTaTH
KOHKYPCHOTO BiI0OPY COIIAJIbHO BKJIWBHUX BHJIAaHb JIJII KOMIUICKTYBaHHsI 0101I0T€UHHUX YCTaHOB
VYkpainu, 1 B COUCKY BHJAHb OJHE 3 YUIBHUX MICIb HOCLIa MOHOrpadis BiJOMOTO JIOCIiJIHUKA
icTopii YkpaiHu Ta yKpaiHChbKO-pOCIHChKUX BiHOCHH Mukonu Jlopolka, 31a10c¢s, 1o yKpaiHCbKe
CYCHUIBCTBO 37]aTHE BHJIIKYBAaTUCh Bil CHHAPOMY «OpaTepCchKoi APYKOU» 3 «BEIUKUM POCIHCHKUM
HapoaoM». AJDKe yCsi HayKoBa, BHKJIQJalbka 1 MyOJimMCTHYHA isibHICTE M. Jlopomika
MiAMOPSIKOBaHA TOIIMPEHHIO 1CTOPUYHOI MpPaBaW, BIATaK PpO3BIHUYBAHHIO POCIMCHKHX 1
paasHCbKuX ictopuuHux MidiB. He crtama BuHATKOM 1 HaykoBa MoHOrpadist aBTopa 3 icTOpii
HeoroJjonieHux BiH Pocii mpotn YkpaiHu BOpOJOBX OCTaHHIX CTa POKIB, II0 BUHILIA APYKOM
2018 p.

Penien3oBane BumanHs miacymyBasio Oararopiuni HaykoBi momyku M.C. Jlopomka B
MUTaHH1 3’SCyBaHHS PUYHH POCIMCHKOTO 3a31XaHHs Ha YKPaiHChKI TEPUTOPIi 32 OCTaHHI CTO POKIiB:
Bix Ykpaincekoi peBomromii 1917-1921 pp. mo tenepimHbporo dacy. MeTOMOJIOTIYHOI0 OCHOBOIO
JIOCIIIJKEHHSI aBTOpa CTaIM PETPOCIEKTUBHUI Ta METOJ ICTOPUYHUX aHaJIOTii. 3acTOCYBaHHS IIMX
METOMIB pPa30oM i3 3araJlLHOHAYKOBHMH Ta CIEI[IaJIbHUMH METOJAaMHU JOCITIJDKEHHS JI03BOJIUIIO
aBTOPY JINTH BUCHOBKIB, II0 € HAJ3BUYaWHO aKTyaJlbHUMHU 1 CBOEYACHUMH 3a TENEPIlHIX YMOB
ribpunHoi BiliHM Pocii mpotu Ykpainu.

M. JlopomKo HamoJIerauBO OOCTOIE JIyMKY IpO OKYMaliiiHy NpUpoay Tak 3BaHOL
pansHCHKOI BJaau, HAKUHEHOI OUThIIOBUIBEKOIO Pociero Ykpaini Ha moyatky 1920-x pokiB i Mae
parito. Ha BiqMiHy Bil HU3KHM BIJOMUX BITYM3HSHUX JOCTIAHMKIB icTOpii YKpaiHChKOI PEBOIIOLIT
1917-1921 pp., mo 3amepedyroTh OKyHAiHHUN XapaKTep KOMYHICTHYHOTO PEXHUMY B YKpaiHi
1920-1980-x pp., M. Jlopomko aprymMeHTOBaHO 1 NEPEeKOHIUBO JOBOJIUTH, IO pPa3oM 3
eKCIIOPTOBaHOI0 Ha OarHerax pociiicbkoi UYepBOHOI apmii Tak 3BaHOIO PAASHCHKOI BIAJION,
komyHicTHuHMi Kpemis Binpsaus 1o HagaHinpsHcebkoi YKpaiHU OKyNaniiiHy aJMiHICTpallito, 110
3a MNpsSMHMH BKa3ziBKaMM 3 MOCKBM HaB’si3aja YKpaiHCBKOMY HapoJIOBI TOTaJliTapHUM
KOMYHICTMUHUH pexxuM. HacnigkamMu maHyBaHHS IIbOTO PEXUMY CTalIXd TPH T'OJIOJOMOPH, MacoOBi
penpecii 1 Tepop MPOTHU HOCIIB YKPaiHChKOI HaIllOHAJILHOI CBIAOMOCTI 1, BpEIITI, AeyKpaiHizailis
Ykpainu.

[Tpo Te, 1m0 3a OyAb-SIKOTO MOJITHYHOTO pexumy B Pocii Hikoau He 3a0yBaiu mpo Te, 0
6e3 Ykpainu Pocilicbka imMnepiss HEMOXIJIMBA, CBIIUUTh I yBa)kHE NMPOUYUTAHHS aBTOPOM HOBITHBOT
icTOpii YKpaiHCBKO-pPOCIHCHKUX CTOCYHKIB. M. JlopoIlIKO He BMIIaJKOBO Harajaye 4uTayeBl Ipo
peakiito Kpemist Ha nporoJsomieHHs He3alexxHocTi YKpainu 24 cepnas 1991 poky, HaBoasuM ciaoBa
npec-cexkperaps npesugeHta PO b. €nprimna npo MoxkiuBi npeteH3ii MockBu Ha ykpaiHcbki Kpum
1 CeBacrononb. Y 3B’S3Ky 3 UMM aBTOp POOMTH BHUCHOBOK, IO 3 TOr0 4Yacy pociiicbka Blajaa
po3royYajia HEOTOJIONICHY BiifHY YKpaiHl Ha 3HUIIEHHS i1 He3alnekHOCTi. BiifHy Ha KITalT THX
TPbOX, IO iX pajsHChka Pocis Bena MpoTH yKpaiHCHKUX HAalllOHAJIBHO-AEP)KaBHUX YTBOPEHb Y
1917-1921 pp. 3a/1s iX MOTJIMHAHHS B IHTEPECaX «CBITOBOI MPOJIETAPCHKOT PEBOITFOIIITY.

M. Jlopomiko 3akiIMKae Hac, yKpPaiHIliB, OCTEPIraTUCs He JIUIIe KPEeMIIIBCbKHX PEBAHIIKCTIB,
110 MIiJT TaciOM BIJHOBJIEHHSI POCIMCHKOI IMIEPCHKOI BENMWYl, 37aTHI TIEPEHECTH HABITH CTOJHIIIO
immepii 10 KueBa, a i cBOiX JOMOpOIIEHHUX 1 BHUIUIEKAaHUX MOCKBOIO MPUXWIBHUKIB «EIUHOI 1
HenoAinbHoi Pocii», Tak 3BaHy «i1’aTy komoHy» Pocii B Vkpaini. Ix, monpu maitsxke 30 - mithrio
ICTOpPiI0 HOBITHBOI YKpaiHChKOI HE3aJIEKHOCTI, yce Ile AyXe Oarato: B KOPUAOPaX YKpaiHCHKOI
BJIaJIM, YKPAiHCbKOMY BIMCbKY, CHJIOBUX CTPYKTypax, 3aco0ax MacoBoi 1H¢opMalii Toulo.
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JisutbHICTh TMATPUMYBaHOT Kpemiem «i1’aToi KOJOHWY», CIPUYMHIIACH, HE B OCTAHHIO Yepry, J0
pociiicekoi aHekcii ykpaiHcbkoro Kpumy 1 HOBOi HeoronomeHoi BiiiHM Pocii mpotu Ykpainu, 1o
posnouanacs B 2014 poui B HalOLIb1I 3pycu(iKOBaHOMY perioHi — Ha cxoai Ykpainu. BBakatoun
ix xomaGopanTamu, M. Jlopomko 3actepirae yKpaiHChbKY BJIaAy BiJl TOBTOPCHHS MOMIiH, IO
BapTyBanu YKpaiHi BTpAaTH HE3IEKHOCTI HA movyaTKy 1920-x pokiB.

Brim, mompu TiuOOKI 3HAHHS NPUYMH 1 HACHIJKIB arpeCUBHOI TMOJITHKH POCIHCHKUX
IMIIEpCHKUX JEPKABHUX YTBOPEHb JJIsl HE3aJEKHOCTI YKpaiHu, aBTOp MOHOrpadii 3aaumaeTbes
ONITUMICTOM 1 PEKOMEHIYE POCIHCHBKOMY BJIaJHOMY PEXKHMOBI HE TPAarHyTH CTBOPEHHS HOBOTO
BapiaHTy immepii, a 30cepeluTHCh Ha BHUPINICHHI NMUTaHHSA BIDKUBaHHS camoi Pocii, mo Hapasi
HeaOusK ToTeprae BiJ 3axiTHUX CAHKIIA 1 BiJ BJIACHUX IMIIEpCHKUX aMOimii. A me Mwukoma
JIOpOIIKO BHYEPITHO BIiANOBIB Ha NMHUTAaHHS, YoMy po3nanuchk Pociiiceka immepis i PagsHcbkuii
Coro3s. [Ipounraiite mro kaury. B Hiii Bu 3Halizere BiamoBiai Ha 6arato HEMPOCTHX MMUTAaHb, B TOMY
qHCIIi ¥ Ha Te, KOJIU 1 3a IKUX 00CTaBUH po3mnaaeTbes Pocilickka Deneparris.

B.M. /lanunenko, 0.i.n, npog., unen-xopecnonoenm HAH Ykpainu (m. Kuis)
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