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Abstract. The study of megatrends as the most revolutionary courses of mankind progress
facilitates the definition of the time progression properties of both the global system and regional
subsystems within the universal patterns. The objective of this study is to systematize and classify
megatrends and determine the nature of their manifestation in the Middle East. On the basis of this
analysis a reciprocal effect of the Middle East regional trends on the megatrends of the global
world is defined, the nature of the co-evolution of global and regional megatrends is outlined and
further courses of mankind progress are forecast.

Megatrends exert the influence on the state of the world, thus defining the qualitative sense of
the modern stage of global system evolution. The major megatrends were defined: globalization,
integration, democratization, a reduced degree of mankind security and an increasing severity of
global problems; a change in the international political structure; a crisis of the global leadership
institution; a shift of the center of universal development (orientalization); an inversion of the
fundamental values (freedom versus security); a virtualization of sociopolitical relations; a new
model for the change in political power and administration in certain countries; an increased role
of network structures in the international politics; an ideological indoctrination of international
relations, namely the growing impact of the religious and civilizational factors.

The processes that are now occurring in the Middle East are defined by and greatly influence
global development megatrends and the establishment of the world order structure, which makes it
necessary to forecast trends for their future development. It is thus advisable to examine these
processes at multiple levels of analysis: global, regional, sub-regional, bilateral and national.
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Political changes in the region also reflect its internal problems. These are, above all, the
authoritarian regimes, religious divides, Islamic extremism, excessive military spending, arms
imports, and societies’ dissatisfaction withliving conditions. At the political level it is the absence of
a joint political entity that could consolidate regional actors which constitutes yet another problem.
At the regional level the transformation of relations along with the growing conflict potential leads
to destabilization and fosters more polarization of the region. The dysfunctional nature of internal
elements of the region is used by more powerful external actors. The old order is disappearing
whilst the phase of transition to a new one is still ongoing and is characterized by uncertainty, the
strengthening of the role of political Islam along with the new geopolitical role of Islamic
fundamentalism, unrestricted transit of Islamism ideas, recurrent internal and interstate conflicts,
and the heightened threat of non-state actors. It was concluded that ever-growing instability, a
potential redrawing of the existing national boundaries and the emergence of quasi-states, relying
on ethnic and ethno-denominational powers and sustained by influential geopolitical centers of
power, can all be expected.

An analysis of megatrends and the nature of their manifestation in the Middle East enables us
to make conclusions about the feasibility of employing such a category in international political
analysis and actualizes the research of megatrends management at the global and regional levels
alike.

Keywords: megatrends, the Middle East, regional security, Islamism, Islamic
fundamentalism, Pan-Islamism, Pan-Arabism.

AHoOTaNisA. Jlocniodicenns npobdremamuku mezampenoie AK HAUOLIbW  KAPOUHATLHUX
HanpsMié po36uUmKy J00CMEa HAOAE 3MO2Y GUIHAYUMU XAPAKMEPUCMUKU YaACO80i PUMMIKU K
27100aNbHOI cucmemu, Max i pecioHANbHUX NIOCUCTNIEM 8 MeXCaX VHIBEPCAIbHUX 3AKOHOMIPHOCMELL.
3as0annamoocniodncennss €  cucmemamusayis ma Kiacugikayisi  meeampenoié I 6UHAYEHHS.
cneyugixu ix nposagy 6 6auzbKocxioHomy pecioni. Ha yiti 0cHO8i 3’acygyembcsi 360pOmHill 6NauU8
Ha Me2ampeHOU, aKYeHMymvcs PUCU KOeBoaYii 2100aTbHUX MA Pe2IOHANbHUX Me2ampeHdie ma
NPOCHO3YI0MbCA NOOALULL HANPAMU PO3BUMKY.

Mezampenou 30iucH00OmMb KyMYIAMUSHULL 6NIUE HA CMAH C8IMY, 8USHAUAIOYU AKICHUL 3MICTm
cyuacnozo emany egonroyii ceimocucmemu. Busznaueni Haticonosniwi 3 Hux - 2nobanizayis,
inmezpayis, O0eMOKpamusayis, 3HUMCEHHs CMYNEeHs 3aXUWEeHOCmI J100Cmed ma NOCULEHHS
2100anbHUX npobnem, 3MiHa NONMUYHOI CMPYKMYpU C8imy, Kpu3a IHCmumymy 2100albHO20
nidepcmea,  nepemiweHHs — YyeHmpy — C8imoeo20  po3eumky  (opiemmanizayis),  ineepcis
@yHOamenmanvHux yiHHOCMeU, GIpMyanizayis CycnilbHO-NOAIMUYHUX BIOHOCUH, HOBA MOOelb
SMIHU NOIMUYHOL 81a0U | YNPAGIIHHA 8 OKPeMUX KPAiHax, 3pOCMAHHS POl MEPEHCe8UX CIPYKMYpP
V c8imogiil nonimuyi, i0eono2izayis MidHCHAPOOHUX 8IOHOCUH, 30KpeMa 3pOCMAHHS PO penicitiHo20
ma YusinizayitlHo2o YUHHUKA.

Ilpoyecu, wo 6i06ysaromvcsa 6 OIUZLKOCXIOHOMY pPe2ioHi, BUHAUAIOMBCA | 8 3HAUHIU Mipi
8NIUBAIOMb HA Me2ampeHOU 3a2albHOC8IMO08020 pPO3GUMKY, HA (QOPMYBAHHA CMPYKMYpU
MaiubdymHb020 C8IMOYCmMpo, wWo GUKIUKAE NOmMpedy8 NPOSHO3V8AHHI NOOANLUUX MEHOeHYIl ix
possumxky. Lli npoyecu  ananizyromvcsi Ha O€KIIbKOX PIGHAX: 2100ANbHOMY, Pe2iOHAbHOMY,
cyOpe2ioHanbHOMY, 080CMOPOHLOMY, HAYIOHANbHOMY I mpaHcHayioHanrvHomy. [lonimuuni 3minu 6
pecioni nos8’sA3aHi 3 6HYMPIWHIMU NPOOAEMAMU. HACAMNEPeOD, ye A8MOPUMAPHI PEHCUMU, Deniciiti
po3didcHOCmI,  ICIAMCbKULL  eKcmpeMisM, HAOMIpHI  8ilicbkogi  eumpamu, imnopm  30poi,
HEe3a0080JIeHHSL CYCNIIbCME YMOBAMU ICHYBAHHS, A HA NOJTMUYHOMY DIBHI — IOCYMHICIIO EOUHO20
NOJIMUYHO20 NPOeKmy, AKULl Mie Ou KoHconioysamu pe2ionanvHux epasyis. Ha pezionanvnomy pisHi
pexon@ieypayisi 6i0HOCUH Ma 3POCMAHHA KOHQIIKMO2eHHOCMI Npu3800ums 00 decmabinizayii ma
Oinvwoi  nonapuzayii  peciony.  JucgyHxkyionanbHicms — 6HYMPIWHIX — eleMeHmi8  PecioHy
BUKOPUCMOBYEMbCA OINbUL BNIUBOBUMU 308HIWHIMU akmopamu. Cmaputl nopsa0oK y pe2ioHi 3HUKAE,
a cmaodis nepexody 00 HOB020 wje MPUBAE Ma XaAPaAKMepPU3yEMbCs HeGUIHAYEHICMIO, NOCUIEHHAM
PO NONIMUYHO20 [CAAMY MA HOBOI 2eONONIMUYHON POJIIO ICAAMCbKO20 (QYHOAMEHMANi3MY,
HeOMeNCeHHUM — Mpau3umom  ioeti  iCAamizmy,  NOCMIUHUMU — GHYMPIUHbOOEPHCABHUMLU,
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MIDHCOEPIHCABHUMU  MA  MPAHCHAYIOHANbHUMU — KOH@IIKMAamMu, HNOCULEHHAM 3a2po3u 3 OOKY
HeoepocasHux akmopie. 3pobnieno GUCHOBKU, WO MONCHA OYIKY8AMU NOOANbUIO20 POCY
HecmabinbHOCmi, pexkoH@icypayii ioHOCUH ma OilbwWoi NoNAPU3AYIT  pPecioHy, MOANCIUBO2O
nepeoiny ICHYIUUX MIdNCOEPAHCABHUX KOPOOHI8 ma NOsA6U Kea3i-0epiicas, SAKi CRUparomucs Ha
eMHIYHI Ma emHOKOH@eCIUHI CUnu i RIOMPUMYIOMbC BNAUBOBUMU 2EONONITMUYHUMU YEHMPAMU
CUU.

Ananiz mecampendie ma cneyuixu ix nposgy 8 OU3LKOCXIOHOMY pe2ioHi 00380.715€ 3p0OUmu
BUCHOBKU U000 OOYINbHOCI BUKOPUCMAHHS YIET Kame2opii 8 MIJNCHAPOOHO-NOJIMUYHOMY AHANI3T T
aKmyanizye 00CHIONCeHHsl YNPABLIHHA Me2ampeHOamu sIK Ha 2100a1bHOMY, MAK I HA PeciOHANbHOMY
DIBHAX.

KuarouoBi ciioBa: mezcampenou, Oau3bKocxXionuil pecioH, pecioHanbHa Oesnexa, iciamizm,
@dyHOamenmanizm, NAHiCI1amizm, NaHapaodizm.

AnHoOTanusl. Hccredosanue npobiemamuxu me2ampeHoo8 KaK Haubonee KapOUHATbHLIX
HanpasieHull pazeumus yenogeyecmsea O0aem B603MONCHOCMb ONPeOeleHUs. XapaKmepucmux
BDEMEHHOL PUMMUKU KAK 2100ANIbHOU cCUCmeMbl, MAaK U PecUOHAbHbIX NOOCUCmeM 8 npeodenax
VHUBEPCANbHLIX  3aKOHOMepHocmell. [Llenvlo  uccrnedosanus A61AemMcs  CUCEMAMU3ayus U
Kaaccupurayus me2ampeHoos u onpeoeieHue Cneyu@uku ux nposieieHusi 8 ONUNCHEBOCHOYHOM
peauone. Ha »smoii  ocHose KOHCmamupyemcs —00pamuoe GIUsAHUE HA Me2ampeHObl,
AKYEHMUPYIOMCSL XAPAKMEPUCUKU KOIBOTIOYULU 2TIOOANLHBIX U PECUOHANIbHBIX Me2ampeHO008 U
NPOSHO3UPYIOMCA OaNbHeluue HanpasieHus. Pa3eumusl.

Mezampenovt ocywecmensiiom KyMyJIsmuHoOe 6IUsHUe HA COCMOSHUE Mupd, Onpeoesis
KayecmeeHHoe COO0epHCaHUue  COBPEMEHHO20 emana 380oyun  mupocucmemsi. Onpeodenenbl
BaviCHeliwue U3 HUX — 2nodanuzayus,  UHmMezpayus, OeMOKpAmu3ayus, CHUICEHUe CMmeneHu
3AUUEHHOCMU  Yellogeyecmed U ycullenue 2lo0anbHbIX NpoOieM, UsMeHeHue NOAUMUYECKOl
CMPYKMYPbl MUPA, KPUSUC UHCMUMYMA 2100AIbHO20 TUOePCmEa, NepemMeweHue YeHmpa Mupoeo2o
pazeumus  (OpueHmanuzayus), UHeepcus @DYHOAMEHMANbHLIX —YEHHOCMeEU,  GUPMYAIU3AYUSL
00WeCMBEHHO-NONUMUYECKUX OMHOWEHUL, HOB8ASL MOOelb  CMEHbl NOJUMUYECKOU G1acmu U
VAPABIeHUss 8 OMOEIbHbIX 20CYOapCmMeax, 603PACMAHUe POaU Cemesblx CMPYKMYp 6 MUposoil
noaumuKe, UOeoN0SU3AYUSL MENCOYHAPOOHBIX OMHOWIEHUL, 8 YACMHOCMU B03PACMAHUe DOJU
PeNUSUO3HO20 U YUBUTUZAYUOHHO2O (hAKMOPO8.

Ilpoyecvl, Komopwvie NPoOUCX00am 6 OIUNCHEBOCMOYHOM Pe2UOHe, ONpPeoensilomcs U 6
3HAYUMENbHOU CMEeNneHu 6IUAIM HA Me2ampeHObl 2100ANbHO20 pPA3BUMUs, HA (opmuposaHue
CMPYKMYpPbL  HOB020 — MUPOYCMPOUCMEA, HMO  6bl3bl8Aem  He0OX0OUMOCMb  OAlIbHelUe20
NPOCHO3UPOBAHU UX pa36umus. Omu npoyeccvl AHATUSUPYIOMCA HA HECKOAbKUX VPOBHIX:
2N0OANILHOM,  PECUOHANLHOM, — CYOPECUOHALHOM, — O8YCMOPOHHEM U MPAHCHAYUOHATLHOM.
Tonumuueckue u3MeHeHUs 8 pecUoHe C6A3aHbl C BHYMPEHHUMU Npobremamu: npedxtcoe 6cezo,
ABMOPUMAPHBIE PENCUMbL, NPOMUBOPEUUsT PETUSUOZHO20 XAPAKMepd, UCIAMCKUL IKCIMPEMU3M,
ypesmMepHble B0EHHble PAcXoobl, UMNOPM B00PYHCEHUL, HeO08OIbCMBO 00Uecmad YCio8UaMu
CYWecmeo8anusi, a Ha NOIUMUYECKOM YPOBHE - OMCYMCMEUeM eOUH020 NOTUMUYECK020 NPOeKMA,
KOmMOopbvlll Mo2 0Obl  KOHCOAUOUPOBAMb PESUOHANbHBIX Uepokos. Ha pecuonanvnom yposhe
PpeKonpueypayusi OMHOWEHUN U POCM KOHMIUKMOSEHHOCIU NPUBOOmM K Oecmabuiuzayuu u
oanvHeuuell noaapuzayuu peeuond. Juc@ynKyuonarbHoOCms SHYMPEHHUX 3S1EeMEHMOo8 pecUOHA
ucnonv3yemcs 6onee 6IUAMENbHLIMU GHewHUMU akmopamu. Cmapbelii nOps0OK 8 pecuoHe
ucuezaem, a cmaous nepexood K HOBOMY NpOOOINCAEMCs U XAPAKMeEPU3yemcs
HeonpeoeleHHOCMbIO, YCUIeHUeM POaU NOTUMULECKO20 UCIAMA U HOB0U 2eONONUMUYECKOU POJIbIO
UCTAMCKO20 (DYHOAMEHMATUIMA, HEOSPAHUYEHHbIM MPAH3UMOM UOell UCIAMUZMA, NOCMOSIHHbIMU
BHYMPEHHUMU, MEHC20CYOAPCMBEHHBIMU U MPAHCHAYUOHATbHLIMU KOHDAUKMAMU, POCTNOM YepO3
CO CMOpoHbL He2ocyoapcmeeHHblx akmopos. (Coenanvl 6bl800bl, YMO Cledyem 0AHCUOambs
oanvbHeuueco0 pocma  HeCcmaoOulbHOCMU, peKOHueypayuu omHowleHutl u ewe Ooavuiel
NOMAPUBAYUU  PECUOHA, BO3MOIICHO20 NEePecCMOmMpd 2panuy U NOAGIEeHUs KA3U-20CYOapCma,



Axmyanvni npobaemu midxcHapoorux sionocur. Bunyek 143. 2020.

ONUPAOWUXCA  HA  DMHUYECKUe U  IMHOKOHPECCUOHANIbHbIE CUTbL U HOOOEPAHCUBAIOMCS
GNUSMENbHLIMU  2€ONONUMUYECKUMU YEHMPAMU CUTIU.

Ananuz meeampenoos ma cneyuuku ux nposeieHus 6 OJUINCHEBOCMOUYHOM pecUOHe
no36o0Jsiem cOelamv 6bl600bl 0 HAYUHOU Yeneco0OPasHOCMU UCHOIb308AHUSL IMOU KAMe2opuu 8
MENCOYHAPOOHO-NOIUMUYECKOMAHANU3e U AKMYAIU3upyem  UCCLe008aHUue  VNPAGIeHUs.
Me2ampeHOpMU KaK Ha 2100aAIbHOM, MAK U HA Pe2UOHATbHOM VPOBHSIX.

KuroueBble ciioBa: mecampeHnobl, OIUNCHEBOCTOUHDBLI PECUOH, PeCUOHAIbHASL O€30NACHOCTb,
ucnamuzm, QyHOAMeHmanu3m, NAHUCIAMUIM, NAHAPAOUIM.

Problem statement. Throughout the social sciences there has been a growing awareness that
a solution to the global issues calls for the upper management of universal development. Which is
why the case for megatrends as the most revolutionary course of mankind progress, of fundamental
and to the maximum extent lasting tradition for societal pace plays an important role in modern
science that comprises the research of conceptual and applied aspects of global trends in
international relations in retrospective and prospective variations as well as their identification and
analysis of their specific nature in any world region.

Review of the main researches and publications. The study of the given problem is marked
by an insufficient theoretic and conceptual definition, which may for the most part be due to its
interdisciplinary nature. For our research there are identified three main approaches. The first one is
represented by the studies of philosophers, sociologists, political scientists and psychologists, which
focus on the qualitative transformations of the international policy system as a whole [I"enn,
MakI'pro, T'onbpaiit, Tlepparon: 2003; Heiicout, D0ypmun: 1992; Noehn, Parsasiliti, Efron and
Strogin 2018:19; Naisbitt, 2017; Winston, 2019; Wise, 2020]. Second approach centers on the fact-
based, applied analysis of global trends in international relations and on their manifestations in
some world regions [[lex Csonun, 1987; Jlen Csonun, 2002; Gaub, 2019; Global Trends 2020: the
world in 2020: n.d.]. Third approach regards the management of megatrends [Megatrends.The main
trajectories of the evolution of world order in the twenty-first century 2013; Fabian, O'connor and
Hoile, 2017; Global Trends 2030: the world in 2030: n.d.].

For the wholesome understanding of the modern trends for the Middle East development the
studies of H.Kissinger [H.Kissinger, 2017], P.Cockburn [P.Cockburn, 2017], M.Lynch [M.Lynch,
2016], F. Halliday [F. Halliday, 2017] etc. are used. Whereas the patterns of megatrends
manifestations remain unexplored in this region. There is observed an insufficiency in the amount
of publications dedicated to the subject of our article.

Purpose and objectives of the article are designed to determine the nature of megatrends
manifestations within the Middle East regional subsystem, which in turn enables to identify their
reciprocal impact on the global trends. An application study of the global trends and the nature of
their regional manifestation calls for the definition of the time progression properties of both the
global system and regional subsystems within the universal patterns; for the specification of some
features and prospects, and of their nature.

Methods of research. In order to achieve the purpose and to realize the objectives the
international process is being considered in the light of the system approach. The nature and the
main tendencies of global development are characterized by the global trends as the main directions
for the pace of global society, which define the main prospects of the modern world evolution and
the future of mankind. In the meantime, they differ in scale, that is they emerge in different parts of
the world with varied extent and intensity. It is through close interaction and mutual reinforcement
that they exert the influence on the state of the world, thus defining the qualitative sense of the
modern stage of global system evolution and its further prospects.

An analysis of global trends in international relations and of the nature of their manifestation
in the Middle East involves the research of megatrends manifestation in international politics
processes and fields where the area of “conceptual overview of the main international issues” is
being shaped, an attempt to “grasp and outline the strategic essence of the complex historical and



Actual problems of international relations. Release 143. 2020

modern foreign policy processes... to spot what is principal without neglecting the minutia, but also
avoiding the overdetalization” [Xaac, 2019:13].

On the basis of generalization of numerous efforts to outline the main megatrends a
conclusion may be made that there is a certain consensus as to the definition of the three major
ones: globalization, integration and democratization [Megatrends.The main trajectories of the
evolution of world order in the twenty-first century. 2013:6]. Globalization as a megatrend implies
the transformation of the Westphalian model of international politics; integration — the
transformation of the current international system; democratization — the transformation of the
political system in particular countries [Megatrends.The main trajectories of the evolution of world
order in the twenty-first century, 2013:35]. Attention is heeded to the tendency to integrate within
the economic and political areas, the international relations are set out to merge into the regional
and holistically endogenous ones. Wherein it should be noted that the global trends are of cyclical
and wave nature; they evolve erratically and non-linearly, following the axis center — semi-
periphery — periphery while their intersection generates a new quality. The megatrends are the
dyads of processes-antagonists interchanging one another in a certain cyclical rhythm. On the one
hand, recognizing the certain voluntarism and an absence of consensus on megatrends definition
among the researchers an attempt should be conducted to add to the aforementioned megatrends the
other ones that are related to them. These are: a reduced degree of mankind security and an
increasing severity of global problems; a change in the international political structure; a crisis of
the global leadership institution; a shift of the center of universal development (orientalization); an
inversion of the fundamental values (freedom versus security); a virtualization of sociopolitical
relations; a new model for the change in political power and administration in certain countries; an
increased role of network structures in the international politics; an ideological indoctrination of
international relations, namely the growing impact of the religious and civilizational factors.

Their further analysis involves taking the interconnection of global, regional and state
processes into account. In particular, within the Middle East region it can be observed by an
example of such megatrends as the democratization, the growing impact of the religious and
civilizational factors, the new model for the change in political power and administration, and the
political structure transformation in certain countries.

Among the main megatrends of modern world development most political scientists name,
above all, the globalization. This concept seeks to reflect what is general, which constitutes the
nature of processes and events at the global stage; it is a process of the time and space expansion to
the scale of the whole planet as any system aims at reaching its marginal integrity. But this process
is of undulating nature, it occurs with varying regional intensity. The core elements of instability are
the negative outcomes of globalization: uneven advantages distribution during the process of the
world economy globalization, misguidance of globalization processes, polarization within the
certain countries or regions (global asymmetry of the modern world), a risk of conflicts emerged on
the global, regional, national and transnational levels, a threat for some countries to have the
administration of their economy being transferred from the national governments to the more
powerful states or transnational corporations. A neoliberal globalization model fosters the
conservation of negative cases in the world economy. It leads to the regionalization or
fragmentation that is to the reinforcement of the world’s sociopolitical heterogeneity amidst the
pressure to become westernized on the part of the western countries. Which is why there are
attempts of various states and nations to distance themselves from the negative outcomes of
globalization by pursuing the particularities of their region, their identity. The term “globalization”
is at times used pragmatically in order to explain and justify the economic issues some countries are
facing, even though they are caused by the specific rather than global situations. Those nations and
groups that gain no advantage whatsoever from the globalization regard the regionalism,
nationalism and separatism as the only recourse to protect themselves and to retain their own
identity. Globalization 2.0 has to differ from the previous one. A new world order emerges where
the economic power is shifting to Asia, the spatial outreach and density of global connections are
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expanding while their structure is getting more complex, and the states and nations are becoming
more deeply interconnected.

One of the main megatrends is a reduced degree of mankind security; the other megatrends
are functionally derived from it. It is the international order where the hierarchy is being created
among the power states that are crucial for the international system and its components to exist and
evolve. The same applies to the regional order. H. Kissinger reflected an idea of the modern
international system’s heterogeneity and of the typological diversity of its subsystems, among
others. While in his study Diplomacy he points out that in modern system the order is to be ensured
by example of the Vienna “Concert of Nations”, but the power balance will be maintained on the
global scope, in his further studies, namely in Does America Need a Foreign Policy? [Kissinger,
2001] and World Order [Kissinger, 2017] he went on to underline the heterogeneity of the global
international system. Thereupon he concludes that it is essential to form a concept of order within
the certain regions, which would be acceptable for others, bearing in mind that the military
dominance in the region of one totalitarian state poses threat to the international orders of other
regions. Kissinger outlines several levels of order: as a theoretical model, in particular on the level
of a certain region or civilization; on the level of international order as a practical embodiment of
the given concepts in the considerable part of the world, considerable to the extent that it can
influence the global power balance.

The global trends have substantially transformed not only the modern world as a whole, but
also the particular regions, namely the Middle East. At the same time the regional trends, the
Middle Eastern ones in particular, have a reciprocal effect on the megatrends of the global world,
even though it were the extraregional countries that comprised the systemically crucial components
of international relations within the region, serving as the warranties of sustaining the regional
security with a view to its strategic, energy, trade-economy and culturally-religious value. The Arab
researchers have long criticized the term “Middle East” as an artificial theoretic construct, claiming
that it is essentially political as of the way it was coined and used. Nevertheless, it is deemed
relevant to regard the Middle East region as a certain politically-problematic unity with the
advanced connections between its constituent parts, which gives a sign of the strong
interdependence. The key arguments thereupon are the presence of factors of regional
interdependence, collective identity, and the way the regional order is formed as a set of devices for
ensuring the regional security and settling the regional conflicts.

The Middle East region is engaged in the processes of globalization and completely fits into
the trend of the growing globalization that was reflected by the involvement in the global political
and economic practice. Meanwhile, it is regarded as problematic to evaluate their impact on the
region, for there are various political regimes in different states as well as various stages of
development. The Gulf States, based on their scale and technological development pace, have found
themselves in the center of international politics and economic relations. Whereas for other states it
is particularly difficult to reach the adequate level of well-being and for some — even to eradicate
poverty. Thus, there may be confirmed a significant degree of differentiation and non-uniformity in
the rates of socioeconomic development. The region in the context of globalization is not always
regarded as one of the most influential subjects within the system of international relations. It is by
virtue of a line of reasons, each of which calls for a separate research: its conflict potential, unstable
political state in some countries, the unresolved Arab-Israeli conflict, the emergence of so-called
new generation conflicts, the uneven development of certain countries in the region.

However, regardless of that, the Middle East remains one of the key regions in global politics,
an area of complex intertwining of interests and rivalry among the great powers, foreign policy
activity of the world power centers. The energy factor remains in many ways definitive in the
geopolitical landscape, as neither in short-term outlook, nor in a mid-term one there could be a
threat of losing one of the main components of ensuring the world energy security. In the context of
the actualized issue of uneven resource distribution between the industrialized countries and the rest
of the world this problem has gained an additional dimension. At the same time, in the long-term
prospect the globalization involves the universal shift to a fundamentally new level of
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modernization that is to the new alternative energy sources. Accordingly, the states with resource-
oriented economies should switch to the new development model in the future in order not to face
the severe systemic crises.

The historical and political hurdles standing in the way to stabilization remain as such:
instability of its geopolitical landscape; the presence of various factors impeding the economic and
political integration of the regional states, namely the presence of several comparable as to their
impact and potency states in the region, which essentially adds complexity to the identification of
any state as a geopolitical center that would be able to exert effect on the security state of the
region. The ethnic-denominational and ethnic-political controversies are the crucial factor, as they
are of transnational character and are potent not only to alter the power configuration, but also to
lead to even more harmful consequences (terrorism, issue of allocation of water resources etc.). As
the matter of fact, the amplification of the elements of chaos at the times of globalization shows
negative impact on the international system as well as on the Middle East regional sub-system. The
regional processes are becoming increasingly defined by the chaotic interaction between the actors
of varied nature — from nations to the transnational actors to particular individuals. In analyzing
them it is necessary to take into account the change in the international political structure; the crisis
of the global leadership institution; the shift of the center of universal development; an inversion of
the fundamental values.

The megatrends involve the re-ideologization of international relations, the growing role of
national, religious and civilizational factors. As H.Kissinger puts it, nowadays the Middle East,
transcending the limits of the Westphalian order, pertains in a confrontation somewhat similar to the
pre-Westphalian religious wars in Europe, in a state of tension, disarray and violence[Kiccinmxep,
2017:119]. The nationalism and fundamentalism in many cases and in various regions act as
independent political powers, or as allies, but mainly as competitors. A substitution of pan-Arabism
ideology with the Islamistic paradigm occurs. Pan-Islamism has traditionally been deemed as an
alternative to the pan-Arabism - a political doctrine that was built upon the idea of common
historical destiny, language, religion and culture of the Arab peoples, the movement for unity and
independence of the Arab nation based on the detachment of Islam from the state. The movement
was related to the Arab nationalism, according to which Arabs constitute one nation sharing the
common language, history and culture, which was reflected in the establishment and function of the
League of Arab States. The proponents of the Arab Socialist Ba'ath Party, which for a long time
was leading in Syria and Irag, regarded the Arab unity as the establishment of the single Arab state
to unify the whole Arab nation. The ideas of the religious and political alliance of Muslim nations
were shaped as early as in the 1970s in pan-Islamism - the religious and political ideology and
movement for the unity of all the nations that practice Islam, the proliferation of which became a
reaction on the political and economic expansion of the European states into the Muslim world. It is
based upon the premise of the leading role of Islam in the spiritual and secular life of the society,
upon the unity, solidarity of all the members of the Muslim community regardless of their
citizenship, race, nationality or social status, upon the necessity to consolidate all Muslims within
the single state. Pan-Islamism becomes the official doctrine of the Ottoman Empire, which strived
thereby to sustain the hegemony in the Muslim world. The Turkish expansion on the Arab territory
under the pan-Islamic ideas led to its drop in popularity and the proliferation of the pan-Arab ideas.
The XX century history is the history of opposition between the two ideologies - pan-Islamism with
the concept of global Islamic ummah as a transnational community of laymen and pan-Arabism.
The modern Turkish foreign policy once again employs the pan-Islamism mottos.

As for the megatrend of desecularization as an event of returning religion back to the world
politics it should be stated that religion has entered the world politics and has established itself
therein for long as a political ideology, political source, political institution, and a powerful
geopolitical factor of impact. A higher awareness of the role of the religious factor in the
international relations is connected to the Ba'ath as the rise in political activity under the so-called
“Islamic project” or “Islamic alternative” also demands the special attention and a more detailed
research. Islam serves as an organizing factor in the history of the East, as a core and a driving force
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of Islamic civilization, possesses an enhanced capacity to mobilize the vast masses of people, in
modern times is one of the most dynamic world religions, which in turn gives grounds for the
projection that until the middle of the XXI century it will become the top largest world religion
surpassing the Christianity. In particular, the deterritorialization indicated in favor of the global role
of Islam.

Regardless of the growing significance of the religious factor in the regional international
relations, the amplified internal differentiation in the Muslim world hinders the exercise of the
Islam’s bridging function on the international and regional stages. It is within such context that an
approach of viewing Islam as a non-state subject of the world politics shows to be fairly topical and
significant. Special attention should be paid to and much detailed research should be conducted
with the so-called “Islamic project” or “Islamic alternative”, the issues of Islamism as a political
religion. The concept of political religion is used to denote the religious ideologies involving the
exploit of religion for the political objectives rather than the application of politics to the religious
causes, to characterize the ideologies that replaced the religions and continue to execute their
functions. At the current stage, the phrase “political religions” is referring to the transnational
religious communities, based not upon religions, but rather upon religious ideologies that bear a
mild resemblance to religions while being a foundation for the mass political movements. As per
usual, the political religions are named in such a way as to signify their links to a religion, e.g.
“Islamism”, “Orthodoxism”, “political Hinduism”. It should be recalled that the augmentation of
the religious movements was forecast back in the 80s-90s by a renowned American futurologist
John Naisbitt to whom we owe the introduction of the concept of megatrends into the scientific
discourse [Heiicout, 2003: 22].

Islam is in essence an overarching religion, an Islamic religious doctrine contains not only the
religious-philosophical and moral grounds, but also the regulations of socioeconomic and political
nature. The ideological beliefs in Islam are mostly divided into the traditionalist and reformative
ones, the latter being sub-divided into modernism and fundamentalism. The crucial elements of
Islamic fundamentalism are as follows: the world’s segregation into the “territory of Islam” and
“territory of war”; a concept of caliphate; the establishment of the single Islamic state and jihad; the
rules of Islamic solidarity, that is its own principles of imposing an alternative international order.

An interconnection of the varying megatrends manifestations in the Middle East may be
regarded in different ways. The change in the international political structure, the crisis of the global
leadership institution and a shift of the center of universal development entail the new configuration
of geopolitical centers on the global scale, within the Middle East landscape and in the Arab world,;
the reframing of the regional alliances; the increasing regional volatility relating to the possible
overview of the Middle East political map, as in the formation of a complex and undefined regional
configuration of geopolitical powers. It can be expected that in the foreseeable future the region
would demonstrate the accumulation of global political volatility and ambiguity. The Middle East is
facing the issue of the need for the regional anarchy prevention, the necessary prerequisites of
which are the mitigation of the radical Islam impact and the establishment of a dialogue between the
various political forces and states.

The manifestations of deterritorialization, as F. Halliday points out in particular, are the
"erosion" of state sovereignty, the review of the borders, the collapse of statehood into the tribal and
religious units (Syria, Lebanon, Libya, Yemen), which then are to be supported by influential
regional geopolitical centers [Halliday, 2017]. P. Cockburn and F. Halliday focus on
transnationalization, "new generation wars" and the emergence of quasi-state formations as a
consequence of the actions of transnational actors [Cockburn, 2017; Halliday, 2017]. M.Lynch
considers democratization within such system to be characterized by the mainly destructive
attributes and outcomes [Lynch, 2016:47-49]. While World War | has transformed the Middle East,
there were national states established and the borders outlined, the Arab Spring led to the
emergence of the biaxial structures of the regional system - the Sunni "arc of moderation”, which
brings together the countries of the Cooperation Council for the Arab States of the Gulf and Jordan
under the leadership of Saudi Arabia, to which Egypt is favorable, and the Iranian-Shiite axis with
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the participation of Iran, Syria, Hezbollah in Lebanon and Shiite Irag. A particular significance is
being gained by the geopolitical rivalry between Iran and the Saudi Arabia, an internal Islamic
geopolitical and ideological conflict surpassing the regional level and growing into the global one.

The contemporary research on the specifics of the Islamic factor impact, the new geopolitical
role of Islamic fundamentalism indicate that the Islamic world is not the only one in determining the
possible nature of relations with the outside world, which in its turn served as a basis for the
shaping of three options for the "Islamic project™: modernist, fundamentalist and traditionalist.

Conclusions. Our analysis of the specific megatrends manifestations in the Middle East and
the way these regional processes inform global trends has lead us to conclude that the Middle East
is a heterogeneous space; Middle Eastern regionalism is characterized by the emergence of
integration models at the sub-regional level, is of fragmented, chaotic and disorderly character, as
globalization acts as a catalyst for the aggravation of friction and the escalation of political strain.

The processes that are now occurring in the Middle East greatly influence global development
megatrends and of the world order structure, which makes it necessary to forecast trends for their
future development. It is thus advisable to examine these processes at multiple levels of analysis:
global, regional, sub-regional, bilateral and national. Regarding the latter, there tends to be a
governing crisis in the countries that have traditionally been recognized as strongholds of Arabism
(Egypt, Syria), weakening their position in the region. At the regional level the transformation of
relations along with the growing conflict potential leads to destabilization and fosters more
polarization of the region. Such processes, however, reveal the contours of the new system of
international relations — a polycentric one.

Turkey, Iran and Saudi Arabia are competing for the upper-hand in establishing the regional
order. The confrontation between Tehran and Riyadh assumes ever-greater geopolitical importance.
Israel, Turkey, Iran and Saudi Arabia remain as the main centers of power in the modern Middle
East, just as Qatar and United Arab Emirates emerge as the centers of power of a new type. These
act as finance, investment, trade, transport, infrastructure, information and communication centers
of global, as well as regional level. Now it all depends on the kind of financial or political leverage
used by the actors to solidify the new order. In any case, all this indicates the growth of the potential
for conflict in the region and the desire of ambitious actors to fill ‘the vacuum’.

It is clear that the old order is disappearing whilst the phase of transition to a new one is still
ongoing and is characterized by uncertainty, the strengthening of the role of political Islam along
with the new geopolitical role of Islamic fundamentalism, unrestricted transit of Islamism ideas,
recurrent internal and interstate conflicts, and the heightened threat of non-state actors. Ever-
growing instability, a potential redrawing of the existing national boundaries and the emergence of
quasi-states, relying on ethnic and ethno-denominational powers and sustained by influential
geopolitical centers of power, can all be expected. It is not merely about the long-standing conflict
in Syria, but also about the conflict potential of the region as a whole, its ethno-religious
peculiarities, security, trade and energy supply concerns and, finally, the reconfiguration of regional
alliances. Such a reconfiguration may at any moment tear the ‘political map’ of the Middle East,
thus engendering the problem of addressing regional anarchy.

It should be noted that the situation surrounding the Syrian issue (its regional aspect) and the
Russia's and China's stances have helped outline the shape of a new system of international relations
where there are other centers apart from the USA. U.S. Grand Strategy in the Middle East grows
ever dysfunctional, and the USA currently faces a strategic failure in this vital region of the world.
All this indicates that the period of U.S. dominance in the world has come to an end. In any event,
the transformation of relations and the growth of instability has resulted in destabilization and
further polarization of the region. The Middle East will continue to fall under the category of one of
the most complex and heterogenous conflict zones of the modern world in the future.

Political changes in the region also reflect its internal problems. These are, above all, the
authoritarian regimes, religious divides, Islamic extremism, excessive military spending, arms
imports, and societies’ dissatisfaction withliving conditions. At the political level it is the absence
of a joint political entity that could consolidate regional actors which constitutes yet another
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problem. The dysfunctional nature of internal elements of the region is used by more powerful
external actors, namely the U.S. Geopolitical rivals of the U.S. are China whose increasing clout is
becoming more apparent, and Russia who has been conducting the policy of political, economic and
humanitarian ‘return’ to the Middle East since the beginning of the 21st century. It is primarily the
extraregional actors’ policies that will determine the dynamics of the development of relations
among the countries of the Arab world.

In the context of the crisis of neoliberal globalization a post-globalist paradigm premised on
universally shared values, pluralism and accommodation of the interests of all world’s civilizations.
Current experience suggests, however, that no country in the world can indefinitely dominate the
rest. Eventually, Americanization will probably be succeeded by either Sinicization or Arabization.
There can be no doubt for now that it is China that is the main geopolitical rival of the U.S.

Thus, an analysis of megatrends and the nature of their manifestation in the Middle East
enables us to make conclusions about the feasibility of employing such a category in international
political analysis and actualizes the research of megatrends management at the global and regional
levels alike.
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Abstract. The ODED-GUAM Organization for Democracy and Economic Development
(GUAM) was originated more than two decades ago as a friendly cooperative forum of a few post-
Soviet countries committed to Euro-Atlanticism. In 2006 the grouping was transformed into a full-
fledged international organization bringing together Georgia, Ukraine, Azerbaijan, and Moldova.
Notwithstanding the geostrategic role of cooperation within GUAM in terms of energy security,
protracted conflicts, trade links and other key policy areas, the organization has been recurrently
failing to create a common front for its member states. It has been mostly with the recent
actualization of ambitious trade and transportation projects to engage the four states that GUAM
started to ‘“return to the big game” and attract significant attention from governments and
scholars. This study explores the political and economic significance of international transport
routes within the framework of intergovernmental relations exampling the origins and evolution,
strengths and weaknesses of the GUAM Transport Corridor (GUAM TC) project, and also some
insights on reingovirating the transport cooperation agenda in the GUAM region.
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Anoranisa. Opeanizayis 3a oemokpamito ma ekoHomiunui possumoxk (OHEP-I'VAM) 6yna
3ACHOBAHA NOHAO 08a O0eCAMUNIMM MOMY 8 SAKOCmi Gopymy O0as OpPYICHbOI cnienpayi Midic
KIIbKOMA NOCMPAOAHCOKUMU KPAIHAMU, NPUXUILHUMU 00 €8POAMAAHMU4HUXx npacHens. Y 2006
pouyi epyna Oepaicas bOyia nepemeoperHa Ha NOBHOYIHHY MIJNCHAPOOHY opeaHizayiio, aka 00'cOnana
I'pysio, Yrpainy, Azepoatioscan ma Monoogy. Heszsadicaiouu na ceocmpame2iuty pons cnisnpayi 6
pamkax I'VAM 6 uacmuni enepeemuynoi 6e3neku, 3amaicHux KOHGAIKMI8, Mopo8eibHUX 36'3Ki6
ma THWUX KII0YOBUX NOJTMUYHUX HANPAMKIB, Op2aHi3ayii 3aIUMAEmbCs Maio YCHIUWHOW Y
CMBOPEHHI NOMYAHCHOI NIam@popmu nROATMUYHOT KOOpOUHAYIi ma 6a2amo8exmopHoi CRiBnpayi mixc
Kpainamu-uieHamu. 3HauHo0 MIipoio 3a80KU KMy anizayii OCMaHHIM 4acom amOImHUX NPOeKmia y
cehepi mopeieni i mpancnopmy 3a yuacmi 4omupbox 0eprHcas 3 A8UNUC CNOOIBAHHSA HA NOBEPHEHHS.
T'VAM «0o senuxoi epu» ma npusepHenHs NOCULEHOI yéazu 3 O0KY ypaoié ma Hayko8o2o cknady. La
cmammsi 00CNIOINCYE NOAIMUYHY MA EeKOHOMIUHY 3HAYUMICMb MINCHAPOOHUX MPAHCHOPMHUX
MApUIpymis y pamxax MincoepiuHcasHux 8iOHOCUH HA NPUKIAOL NOXOOICEHHs. MA e8OI0Yil, CUTbHUX
ma caaOKux CmopiH NPoEKmMy mpancnopmuozo kopuoopy I'VAM, a maxooc eusnavac oxpemi
WLAXU aKkmyanizayii nopsoKy 0eHHO020 MPAHCHOPMHO20 Chispobimuuymea y pecioni I'VAM.

Kuarouosi cinoBa: O/JJEP-I'VYAM, mpancnopmuuti kopuoop, 30Ha 6inbHoi mopeieni, I pys3is,
Vrpaina, Azepbatioscan, Mondosa

AnHoTtauusi. Opeanuzayus 3a Oemoxpamuio u 3KoHomuyeckoe pazeumue (OIOP-I'VAM)
ovlia ocrHosana Oonee 08X Oecsimuniemull HA3a0 6 Kawecmee opyma O0as OPYAHCECmMEEeHHO20
compyoHuuyecmea  mexncdy — HeCKONbKUMU — NOCMCOBEMCKUMU — CIMPAHAMU,  NPUBEPIHCEHHBIX
egpoamaanmuyeckum cmpemaenusim. B 2006 200y epynna eocyoapcmeé Ovlia npeobpazosana 6
NOJHOYEHHYI0  MeJCOYHAPOOHYI0 — opeaHuzayuro, komopas obveoununa Ipysuro, Vrpauny,
Aszepbaiioscan u Monoogy. Hecmomps na ceocmpamezuueckyto poinv compyounuvecmea I'VAM 6
obnacmu dHepeemuueckol 0e30nacHOCmuU, 3aMAHYSUUXCS KOHQIUKMO8, MOP206bIX céA3ell U
Opy2ux KIr04esblX NOIUMUMUYECKUX HanpasieHull, Opeanu3ayuy maxk u He yoaiocb Cmams MOUWHOU
niamgopmou  NOIUMU4eckou KOOPOUHAYUU U MHO208EKMOPHO20 COMPYOHUYECMBA MeHCOY
eocyoapcmeamu-yuneHamu. B 3nauumenvHou cmenenu, 03podicoaroujuecss 8 nocieonee 8pems
amMouyuo3Hvle NPoeKmol 8 001ACMU MOP20BIU U MPAHCHOPMA C YYdcmueM Yyemvipex Cmpan 0aom
Haodeocoy Ha eosspaujenue I'VAM 6 «borvuiyio uepy» u npueneuenue YCUNEHHO20 GHUMAHUS CO
CMOPOHbL NPABUMENbCME U HAYYHO20 COCMABA. Oma cmamvs ucciedyem nOAUMU4ecKyo u
IKOHOMUYECKYIO  3HAYUMOCIb — MENHCOYHAPOOHBIX  MPAHCHOPMHBIX  MAPWPYMO8 8  pPaAMKaX
MeAHC20CYOapCMBEEHHBIX OMHOULEHUNI HA NpUMepPe NPOUCXOHCOEHUS U IGONIOYUU, CUTbHBIX U C1AObIX
CmMopoH npoekma mpancnopmuozo kopuoopa I'VAM, a makoce onpedensiem nexomopwvie cnocodwvl
aKmyanu3ayuu no8ecmKuy MpaHcnopmuo2o compyoruiecmsa 6 pecuorve I'VAM.

Kutouesbie ciaoBa: O/[OP-I'VAM, mpancnopmuwiii Kopuoop, 30Ha c80000HOU MOP2O6IU,
I'py3us, Ykpauna, Azepbaiiosncan, Monoosa

Introduction. The very founding document of the GUAM grouping — the Strasbourg
Declaration of 10 October 1997 — adopted by heads of Georgia, Azerbaijan, Ukraine, and Moldova
at the margins of the Council of Europe summit acknowledged the prospects for employing their
geographical location — a West-East gateway through the Caucasus and Eastern Europe — and
corresponding economic opportunities to turn into a solid drive for their rapprochement. The four
republics have had a justified interest in utilizing the transport and transit potential of the GUAM
region and supplementing together a “very important element of the network of international
economic security” [Cornell: 2005] — transportation corridor along the New Silk Road, especially
since the development of a brand new transport corridor would bypass the existing routes via Russia
which are economically more expensive and politically more fragile. In effect, new opportunities
opened up with inaugurating the rail-ferry service from the Georgian town of Poti to the Ukrainian
Black Sea port of Illichivsk (now — Chornomorsk) [Pavliuk: 2016]. Further agreements between
Ukraine, Azerbaijan, and Georgia foresaw linking Baku-Thbilisi-Poti-Odesa-Kyiv with a joint
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transportation line for cargo and passengers [Czerewacz-Filipowicz: 2011]. In this way, the GUAM
region (at least, partially) started coming to the “forefront” of the transport geopolitics.

The purpose of research is to analyze the main tendencies and perspectives of both economic
and political integration within the ranks of GUAM, with the special focus on the recent
developments in GUAM transport corridor

Recent literature review. Due to the recent reinvigoration of the interest towards the GUAM
TC among politicians and academia, its conceptual understanding and empirical explication
attempts are quite poor. Katarzyna Czerewacz-Filipowicz and Agnieszka Konopelko address the
GUAM TC as part of the overview of the integration processes as well as international political
cooperation in the area of the Commonwealth of Independent States (CIS) [Czerewacz-Filipowicz:
2011]. Renata Dwan refers to the role of the initiative in the development of the Central Corridor
(Transport Corridor Europe-Caucasus-Asia, or TRACECA) transport corridor as an attempt to
establish an alternative transport outlet to Europe to complement the existing route via Russia
[Dwan: 2016]. Nataliya Vasilyeva and Maria Lagutina merely point out that the contribution of
transport to the solution of economic issues and unity consolidation of the GUAM nations
[Vasilyeva: 2016]. The latest mass research concentration on the GUAM TC belongs to the special
issues of the “Central Asia and the Caucasus” journal of 2008 [Central Asia and the Caucasus:
2008]. Meanwhile, a number of studies addressing as such the idea for establishing a competitive
multimodal transport route running along the territories of Georgia, Ukraine, Azerbaijan, and
Moldova date back predominantly to 2017, when Kyiv hosted in March the “revival” GUAM
meeting at the level of heads of government — the first high-level one since 2008 [Ukrinform:
2017]. Essentially, the 2019 publication of the UNECE Group of Experts on Euro-Asian Transport
Links (EATL) dedicated to Euro-Asian transport linkages provides a briefing of the target areas for
the GUAM TC development [UNECE Group: 2019]. Oleksandr Sharov refers to the GUAM TC as
a keystone for the economization of the activities of the international organization [Sharov: 2019].
Similarly, Pavlo Horin considers the initiative as the one to provide unique opportunities for the
elaboration of transport-communications ties between the four republics [Horin: 2017]. Finally,
Majorie van Leijen argues that a clear development strategy (at this stage — in the form of a
feasibility study) is a must-have for the GUAM TC to move forward [Majorie van Leijen: 2015].
Obviously, the existing GUAM TC concept research has been underdeveloped and somehow
neglected in academia. To address this gap, the current research examines the background of the
GUAM TC project along with the prospects for its implementation from the perspective of a
comprehensive political and economic approach.

Main research results. Introduced with the 1997 Strasbourg Declaration, essentially, the
transport and transit integration of the GUAM countries has been inextricably interrelated with
another strategic initiative of the grouping — the GUAM Free Trade Area (FTA), which was de jure
introduced with the GUAM FTA Agreement of 20 July 2002 [GUAM: 2003]. Drawing on the best
foreign practices, it was supposed to introduce necessary conditions for free movement of goods
and services in the GUAM region. The establishment of the full-scale FTA and accordingly
reduction in transportation costs would leverage the competitive power of the GUAM TC. It was
from that perspective that the GUAM grouping approached its transformation into a full-fledged
international organization with the 2006 Kyiv Summit. The Kyiv Charter — a “backbone” of GUAM
enumerating the main purposes of the organization — referred inter alia to the development of
transport potential of the four countries. The positive momentum continued during the 2007 Baku
Summit of GUAM. Its final Declaration titled symbolically “GUAM: Bringing continents together”
of firsts addressed the key geographical position and strategic importance of the GUAM member
states, whose territories constitute a natural corridor linking Europe and Asia.

2008 brought another impetus to the expansion of the GUAM transport and transit potential.
On 29-30 April the International Conference “GUAM-Transit” was held in Baku, Azerbaijan
[Azerbaijan State News Agency: 2008] to voice officially the idea of developing the GUAM
Transport Corridor across the route linking Baku-Thilisi-Poti (Batumi)-Illichivsk (now —
Chornomorsk)-Kyiv-Chisinau. Similarly, the year of 2013 was landmark in terms of advancing
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transport and transit cooperation within and beyond GUAM. At the sidelines of another GUAM
Working Group on Transport, which was held in Thilisi in February, the Development Concept for
the GUAM Transport Corridor [GUAM: 2013] was finally adopted. A strategically important step —
particularly amidst the protracted crisis in the GUAM integration process — it signaled somehow
“optimistic moods” towards the idea of developing the GUAM TC, ensuring its competitiveness,
improving the network of communication routes along and beyond the corridor, and increasing the
international traffic flow through Azerbaijan, Georgia, Ukraine, and Moldova. Kind of collective
promise, it acknowledged the GUAM route — a complex of thoroughfares, both overland and over
water, with appropriate infrastructure extending across the territories of the GUAM countries.

Technically, the four republics have been engaged with ambitious transport initiatives,
particularly, in restoration of the ancient Silk Road in the face of today’s New Silk Road to cross
Eurasia via a number of fast and cost-effective transport routes. Three key corridors connecting
Asia and Europe via Central Eurasia engage some or all of the GUAM countries. Two out of the
three alternative Southern Route options involve Georgia and Azerbaijan; Ukraine and Azerbaijan
share commitment to one of the options for the so-called Northern Route [Ziyadov: 2012]. In turn,
the TRACECA project — the EU-led international intermodal transport initiative and a “limping leg
of the New Silk Road” [Ziyadov: 2012] — covers all the four. Georgia, Ukraine, Azerbaijan, and
Moldova have been among twelve original signatories to the Basic Multilateral Agreement on
International Transport for Development of TRACECA which was signed back in September 1998.
Saying this, the GUAM TC would stand to become TRACECA'’s internal, integral and decisive
component. Finally, the GUAM republics have been alongside partnering within the framework of
the Trans-European Transport Network (TEN-T), addressing the implementation and development
of a Europe-wide network of railway lines, roads, inland waterways, maritime shipping routes,
ports, airports and railroad terminals.

Meanwhile, the four countries remain “neighborly fragmented” in their contribution into
regional and global transport routes. For Georgia and Azerbaijan, this refers to the 826-kilometer
Baku-Thilisi-Kars (BTK), or Baku-Thilisi-Akhalkalaki-Kars railway (BTAK) between Azerbaijan,
Georgia, and also Turkey which complemented a major part of the TRACECA Middle Corridor
upon being inaugurated in October 2017. The ambitions are abundant — the BTK capacity is to
process 2-5 min tons of cargo per year in the short term and up to 20 min tons of cargo and 3 min
passengers annually by 2034. For Ukraine and Georgia, there is a direct ferry connection that sails
from Chornomorsk (former Illichivsk), the harbour of Odesa, to Poti/Batumi in Georgia. Individual
private entities keep on making pathetic “b2b” attempts to go it alone with cargo transportation in
the GUAM region. For example, in October 2019, the Lucien G. A. vessel arrived at the Pivdennyi
sea port in Ukraine on the TIS container terminal as part of brand new weekly Maersk Line feeder
service from the Georgian port of Poti to ship containers in transit both to the Caucasus and Central
Asia and the other way to Ukraine and Europe. Despite being very much welcomed, the efforts fail
to contribute to the establishment of the all-way-long transport chain to run across the territories of
the four.

The trade overview by country provided by the World Integrated Trade Solution (WITS)
TradeStat Database [World Bank: 2020] speaks for itself. According to the latest data, neither
Georgia nor Ukraine and Moldova are among Azerbaijan’s top 5 export and import partners. To the
word, Russia accounts for almost 17 per cent of Azerbaijan’s export portfolio, which makes
Moscow an exporter number one for Baku these days. For Georgia, Azerbaijan is its leading import
partner with a share of 15 per cent of the market. Meanwhile, both Azerbaijan and Ukraine are
among Tbilisi’s top export partners. On its part, Moldova has close trade ties with Ukraine only in
the GUAM region — with Kyiv accounting for 10 per cent of the former’s export portfolio.
Surprisingly, none of remaining GUAM republics (Azerbaijan, Georgia, and Moldova) qualifies for
Ukraine’s leading traders. The sad reality is that notwithstanding all the efforts of the four
governments — the development of the GUAM TC with badly needed full-fledged FTA launch have
remained merely declaratory agenda items for GUAM with poor practical performance. Here are a
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few political, economic and regulatory insights on what can be done for the GUAM TC to get rid of
its malfunction:

-depoliticization of economics. The globalization of the economy and trade is leading to the
continual growth of freight traffic between Europe and Asia, which, in turn, increases the
importance of the transport integration of the GUAM republics. At first sight, the idea of the
GUAM TC is very much regular — to promote sub-regional integration and economic cooperation
between one-to-one neighboring states — Georgia, Ukraine, Azerbaijan, and Moldova. On surface, it
is basically a commercial purpose to establish a trade and transit route to connect Asia and Europe
via the Caucasus and the Black Sea, on which two participating countries (Georgia and Ukraine)
have sea-ports — Poti/Batumi and Chornomorsk (former Illichivsk) respectively. A transit short-cut,
connecting Europe with Central Asia and beyond would definitely facilitate the rapid movement of
goods between the GUAM countries, diversify their national economies and further integrate them
into global supply chains. A typical multilateral and multimodal corridor, meant to transport cargo
through the four countries using different modes, the corridor, is, however, designated through the
well-frameworked sub-regional arrangement — the one of the GUAM international organization.

Mainly, the hallmark of the GUAM TC is its “chicken or the egg” genesis. Adjoining
countries do usually initiate drawing international transport routes first to build up their institutional
framework afterwards. In Eurasia, this was the case of let’s say the Trans-Caspian International
Transport Route (TITR) Middle Corridor running from Southeast Asia and China through
Kazakhstan, the Caspian Sea, Azerbaijan, Georgia all the way to European countries. Basically, it
met the world with the signing in 2013 of the purposed agreement to establish the Coordination
Committee for the Development of TITR by the leaders of state-run sectoral transport companies of
Kazakhstan, Azerbaijan, and Georgia [Middle Corridor: 2020]. The Ukrainian Railways
(Ukrzaliznytsia) joined the commercial initiative soon as a full member (together with the state
transport administrations of China and Turkey). Same was the example of TRACECA which came
into being through the mentioned Basic Multilateral Agreement of Armenia, Azerbaijan, Bulgaria,
Georgia, Iran, Kazakhstan, Kyrgyzstan, Moldova, Romania, Tajikistan, Turkey, Ukraine, and
Uzbekistan [TRACECA: 2020]. This accords even more worth to the GUAM TC, as the one to
follow clear security and political interests along with the basic economic motivation.

Since inception the West-oriented foreign and security attunement of the four countries within
the GUAM grouping has been paved in tandem with the one of retaining their autonomy from
Russia. Although GUAM has never claimed being an anti-Russian bloc or a buffer zone between
NATO and Moscow, but rather as an interest-driven group of nations, the hunches describing
GUAM an “anti-Russian, even Russophobic” coalition set up under the U.S. aegis to diminish the
role of Moscow, isolate it from the West and control and exploit its communications with Europe,
primarily in terms of oil and gas exports, keep on persisting [Markov: 2006]. In all fairness, the
economic, communication, energy, and military (in the form of weapon and ammunition supplies)
dependence on Russia coupled with the unresolved territorial conflicts created an understanding in
GUAM’s corridors of power that dependence on Moscow should be slackened, if not completely
liquidated, with the help of new systems of relations among the new sovereign states independent of
the Big Brother [Polukhov: 2008]. In this way, the caucus of Georgia, Ukraine, Azerbaijan, and
Moldova has been viewed as embodiment of the efforts of a few “daredevils” to counter the
influence of Russia in the former Soviet territory.

This implies the GUAM TC has not been considered as a merely means of facilitating trade
among the four republics, but also conducting trade of other states through this route, which has
access to Asia and Europe via the Caucasus. Theoretically, the corridor would enable the
landlocked Central Asian states to bypass Russia and Iran for their international trade by accessing
Azerbaijan via the Caspian Sea, through which they could reach the Black Sea passing through
neighboring Georgia — the matter of the U.S. government interest in the southern CIS countries
since the 1990s [Peimani: 2009]. The idea of an Europe-Caucasus-Caspian Sea- (and eventually)
Central Asia transportation and energy route has been critical, as are new energy routes that could
diversify transit corridors to allow Caspian and Central Asian crude oil and other hydrocarbons to
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easily make their way via the GUAM sub-region further to Europe and therefore decrease these
countries’ dependence on Russia for energy supply and transit [Kembayev: 2009]. Such a two-
faceted background of the GUAM TC - a mixture of intertwined economic and political
commitments — is both inspiring and intrusive. It is obvious that the significance of the GUAM TC
will inevitably decline and even fade away over time if the four countries fail to strengthen the
economic thrust of their interaction to supplement the political one.

It is revealing that these days to “make a comeback™ [Shiriyev: 2017] GUAM needs to

embrace a more economic agenda. If one prefers kind of Maslow’s hierarchy of needs, the highest
rungs (most important ones) have to cover the need for enhancing the attractiveness and
competitiveness of the GUAM TC through coordinated policy efforts. Ultimately, this will help
GUAM achieve correct positioning of itself — as a voluntary interest-run framework for
quadrilateral cooperation. Unfortunately, rhetoric of “democracy”, incorporated into the
organization’s name, did not ensure a rise in status of the GUAM countries in their relations with
the West, but did aggravate the contradictions with the Russian leadership in parallel with the
increasing doubts over the “purity of purpose” of the West. At the end of the day, the bloc has to get
rid of kind of “identity misperception”, which has always been a stumbling block for GUAM —
causing distrust on the part of Russia and fear on the part of the West. With that, GUAM will
manage to exploit more effective and mutually advantageous patterns of sub-regional cooperation in
Eurasia. These days, GUAM needs to make sure that it picks the right targets. For that reason, the
accents need to be shifted to lobbying “economic development”, at least for the time being;
-FTA revival. The transport and transit integration of Georgia, Ukraine, Azerbaijan, and Moldova
has been indivisibly related to another strategic initiative of the grouping — introduction of a free
trade regime. A few years before GUAM was transformed into a full-fledged organization, the
participating countries succeeded to sign on 20 July 2002 in Yalta, Ukraine, the ambitious FTA deal
— Agreement on Establishment of Free Trade Area between the GUUAM Participating States
[GUAM: 2008]. Positioned as a tribute to the best GATT/WTO practices, it entered into force on 10
December 2003 and foresaw the free movement of goods and services throughout the GU(U)AM
region — Uzbekistan was counted as part of the bloc for some time, however, never signed the
Agreement. Its provisions provided for the elimination of customs duties, taxes and dues having
equivalent effect, and of quantitative limitations in mutual trade, the establishment of an effective
system for mutual settlement of accounts and payments in trade and other operations, and also the
harmonization of corresponding legislation. The proper implementation of the FTA deal promised
not only to boost the intra-regional trade, but make it easier for the GU(U)AM countries to trade in
Western markets and get better integrated into the world economy [Pavliuk: 2016]. So far, however,
their markets have not been opened up, although Azerbaijan, Ukraine and Georgia ratified the
Agreement.

It remains still an open question whether the four countries are ready to and capable of
harmonizing their trade regulations, adjusting national legal systems accordingly, and making their
economies more closely integrated. In fact, the free trade regime has been long operating in the
GUAM region (for Azerbaijan and Moldova — based on the CIS multilateral agreement, for Georgia
and Ukraine — in the form of bilateral agreements). Saying this, one should not expect in the short
run the additional liberalization of the terms of trade in comparison with the ones of the CIS FTA,
which are quite liberal (at least on paper) [Panchenko: 2017]. Meanwhile, the GUAM FTA
Agreement is far from fully implementing its potential. Moreover, the GUAM republics remain
asymmetric in this domain. Three out of the four countries (Georgia, Ukraine, and Moldova) have
WTO membership and enjoy a free trade regime with the EU [Panchenko: 2017], which is not the
case for Azerbaijan. In this sense, the latter significantly lags behind in terms of the GUAM trade
integration. This is how the GUAM FTA Agreement was never translated into concrete action, with
its full-scale implementation being “just around the corner”.

At the same time, the year of 2017 gave a new impetus to the GUAM FTA chances to become
a reality. The long-awaited high-level quadrilateral meeting of the heads of government of Georgia,
Ukraine, Azerbaijan, and Moldova has put an end to almost a decade of the GUAM “silence”. On
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27 March the Prime Ministers of Georgia, Ukraine, and Moldova, and also the Deputy Prime
Minister of Azerbaijan, met in Kyiv, Ukraine. The group appeared to try to move away from its
former politics-oriented stance and embrace a more economic agenda [Shiriyev: 2017]. The
meeting witnessed the signing of the Protocol to approve the procedures for the establishment and
activities of the Working Body responsible specifically for the 2002 FTA Agreement
implementation [Cabinet of Ministers of Ukraine: 2017]. The first technical step to “unlock the
process”, it has introduced the Working Body meant to elaborate all the supplementary documents
to move forward. Alongside, the Protocol on the recognition of customs control results in the
GUAM area was signed to eventually simplify customs procedures and ensure efficiency in the
introduction of the GUAM free trade regime. Similarly, the ongoing dynamic negotiations over the
accompanying Protocol on regulations determining the country of origin of goods (negotiations on
which have started in far 2006) have given hope for real progress.

In 2019, on the sidelines of the December “package of meetings”, two more “supplementary”
documents were signed — the Protocol of intent between the customs administrations on the
application of blockchain technologies for verification of certificates of the origin of goods being
transported across the state borders [GUAM: 2019], and also the Protocol of intent between the
customs administrations on the mutual Recognition of authorized economic operators [GUAM:
2019]. Both (despite their declaratory nature) have verified the GUAM commitment to proceed with
the initiative. Alongside, the 2019 Joint Statement by the heads of government signaled their
aspiration to encourage specifically the “real-world” GUAM free trade regime. Looking far ahead,
the heads of government committed to facilitate the completion and signing in 2020 of the Protocol
on regulations determining the country of origin of goods to the FTA Agreement of 20 July 2002
[GUAM: 2019]. Absolutely “economics-oriented”, the Statement listed among the priorities the
support towards the implementation of the FTA Agreement to ensure the proper functioning of the
free trade regime in the GUAM area.

Alongside, during the raucous meeting in Kyiv, the heads of government of the four republics
committed to encourage and support further institutional strengthening of the GUAM business
dimension to ensure active involvement and participation of the private sector in the
implementation of the GUAM flagship initiatives, which are the development of the GUAM TC
and of the GUAM free trade regime. GUAM has a record of having already two Business Forums
being held on the sidelines of the Meetings of the heads of government. The agenda of the one of
2019 was focused specifically on public and private partnerships in the implementation of the
strategic GUAM projects to facilitate trade and transport in the region. In practice, for what it’s
worth, the GUAM Digital Trade Hub at www.guamtrade.net has been recently launched in a test
mode [GUAM: 2019]. A comprehensive e-platform has been designed to provide users with the
basic-need information and services in customs, trade, transport and tourism by member countries.
Besides, as a follow-up of the first Business Forum the GUAM Association of Business
Cooperation has been established recently. This is how the badly needed efforts are being made by
GUAM at the level of businesses;

-policy coordination. For the GUAM TC to come into reality, definitely, an agreed-upon transport
and tariff policy of Georgia, Ukraine, Azerbaijan, and Moldova, the harmonization of their
legislation to the extent necessary for proper and effective functioning of the free trade regime, the
simplification of customs procedures on the crossing of goods (elimination of customs duties, as
well as taxes and dues having equivalent effect, and of quantitative limitations in mutual trade, the
establishment and development of effective system of mutual settlement of accounts and payments
in trade and other operations) are among essential conditions. In practice, one would consider inter
alia the elaboration of a single tariff policy for the terminal and maritime component of traffic
between the sea ports of Chornomorsk in Ukraine and Poti/Batumi in Georgia. The application by
railway companies of the four countries of a single through tariff, which would take account of sea
freight rate, terminal and railway components of the route, would certainly come in handy. In this
way, the potential for rapprochement and integration of the GUAM national economies and further
evolution of the economic space has been enormous. The establishment of the full-scale free trade
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area and accordingly reduction in transportation costs would leverage the competitive power of the
GUAM TC and ultimately consolidate the unity of the GUAM countries;

-expansion and inclusion. Along with enhanced cooperation in conducting trade and economic
policy, the GUAM TC would certainly benefit from being incorporated into or merging with
operating variety of East-West road, rail and sea links in Eurasia. In order to attract new cargo flows
along the GUAM TC — even on a one-to-one basis for a while — it is vital for the transport corridor
to “go beyond” its geographic space. In this sense, one would address the mentioned GUAM TC
Concept, which took up GUAM’s role in establishing TRACECA — mainly through the Baku-
Thilisi-Kars and Almaty-Baku-Thilisi-Poti-Odesa-Chisinau routes. Additionally, the Concept
considered the prospects for linking the GUAM TC with the “Viking” (runs along the
Ilichivsk/Chornomorsk (Ukraine)-Minsk (Belarus)-Klaipeda (Lithuania) route) and “Zubr” (runs
along the Illichivsk/Chornomorsk (Ukraine)-Minsk (Belarus)-Riga (Latvia)-Tallinn (Estonia)
route), combined transport trains, connecting the Black Sea and the Baltic Sea, with involvement of
sea ports, ferries, rail and road networks in Georgia, Ukraine, Azerbaijan, and Moldova, as well as
transport links to Central Asia, China and other countries — as a potential extension of the GUAM
TC. In this sense, the governments should definitely consider the actual launch of the “Viking”
project in the territories of Georgia and Azerbaijan and the technological combination (interaction)
let’s say between the “Viking” route and the GUAM TC.

Conclusion. Either way, the GUAM geography and its transport and transit potential sound
even more relevant these days in terms of providing competitive and efficient connectivity between
Europe and Asia amidst regional and wider geopolitics. What is now required is that the decisions
taken by the leaders of Georgia, Ukraine, Azerbaijan, and Moldova towards one of the two flagship
GUAM initiatives — the GUAM TC to address the opportunity popping up for the GUAM region to
develop into an alternative transit short-cut, connecting Europe with Central Asia and beyond — are
implemented in practice. Meanwhile, there is active talk now on the implementation of block chain
technologies and the digital transformation of the transport connections in the GUAM area, and also
on their multimodality. Likewise, taking an advantage of the GUAM TC requires eliminating a
number of barriers — mainly, the harmonization of border and customs procedures and, once again,
the full implementation of the FTA Agreement. With that, at the highest political level, the four
republics have to intensify efforts towards engaging transport and transit capacity of the
organization and attracting international support and investments to develop and bring into life a
viable transport corridor bridging their territories. The GUAM TC to pass along realistically at least
three GUAM republics — Georgia, Ukraine, and Azerbaijan — and ideally — all the four — will
definitely facilitate the rapid movement of goods between the GUAM countries, diversify their
national economies and further integrate them into global supply chains.
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Abstract. The article discusses the features of the strategy for the dynamic development of
relations in the field of art of Azerbaijan and Ukraine. The successes of cooperation in the field of
art, the further development of bilateral humanitarian ties, which served as a vivid example of
strategic partnership between the republics in the new century, are noted. Bilateral and multilateral
events are currently under way. States are trying to demonstrate the ideas of "equality” and
"brotherhood" among themselves. Cultural ties between Ukraine and Azerbaijan are being carried
out. Cultural ties with the two countries are subordinated primarily to political goals. It should be
noted that historically, the Azerbaijani people have had extensive international relations. The rich
culture of the Azerbaijani people also attracted various states. The effective development of
Ukrainian-Azerbaijani cultural ties in the modern period is a clear demonstration of the
construction of the foreign policy of both states in accordance with the requirements of the time.
Monitoring the development of humanitarian relations in this aspect has a certain political science
relevance. A humanitarian policy in the context of bilateral cooperation of states in the context of
globalization requires constant updating of the form and content of relations in this area of
international relations. Therefore, both in Azerbaijan and Ukraine, new short-term and long-term
projects are constantly being developed, agreements and cooperation agreements are concluded for
the further development of relations between the two countries in various fields of the humanitarian
sphere.

Keywords: Azerbaijan, Ukraine, art, music, international relations, twin cities

AHoTaniA. ¥ cmammi poszensoaromuvca ocodbrugocmi cmpamezii OUHAMIYHO20 PO3BUMKY
BIOHOCUH 6 eany3i mucmeymea Azepbauioxcany ma Yxpainu. Bioznaueno ycnixu cnisnpayi 6 cgepi
Mucmeymea, nooanrbUWiull po36UMOK OB0CMOPOHHIX 2YMAHIMAPHUX 38'513Ki6, AKI NOCIYIHCUNU
ACKPABUM NPUKIAOOM CMPAME2iuH020 NAPMHEPCMEa Midc pecnyonikamu 6 HOB80MY CHMOJLImmi.
IIpogoosmbcsi 0860cmoOponHi | 6aeamocmopoHHti 3axo0u & Oanuti uac. [lepxcasu Hamazaromvcs
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oemoncmpysamu idei «pignocmiy i «opamcmeay Misxc co6010. 30iUCHIOIOMbCS KYIbMYPHI 36'13KU
mioe Ykpainorw ma Aszepbauioncanom. Kynemypui 36'si3xku 3 08oma Kpainamu nionopsokoeami
nepegasicno noaimuunum yinam. Cnio 3asHauyumu, wo iCmopuyHo y azepoanoicancbKo20 Hapooy
Oy eenuxi mincHapoori 38'a3ku. Hatibaeamwa Kyniomypa azepoatiodfcanHcbKo2co HaApooy MmakKolc
npumseysana pizui Oepacasu. Eghexmusnuii po3sumok ykpaino-azepoanoncancokux KyaibmypHUx
38'313Ki6 6 CYYACHUL Nepiod € HAOYHOI O0eMOHCMPAayielo nobyo0osu 308HIUHLOI NOITMUKU 000X
oepoicas 6i0N0GIOHo 00 sumoez uacy. Cnocmepedxicents 3a pO36UMKOM CYMAHIMAPHUX GIOHOCUH 8
OaHOMY ACNeKmi MA€ NeeHy NOAIMON02IUHY aKmyanibHicmo. | ymanimapna noaimuka 6 KOHmMeKcmi
0BOCMOPOHHBLO2O CNIBPOOIMHUYMBA 0epicas 6 YMosax e2nodanizayii eumaeac noCmitHo2o
OHOGNIEHHsL ¢hopmu 1 3micmy 36'a3Ki6 6 yill eany3i MIJNCHAPOOHUX GiOHOCUH. Tomy sK 6
Aszepbatiodcani, max i 6 YKpaini nocmiiHo po3pooOngiIomMbCs  HOBI  KOPOMKOCMPOKOGI |
00620CMPOKOBI NPOEKMU, YKAAOAIOMbCsL V200U i 002080pU NPO CHIBPOOIMHUYMBO OJis1 NOOANLULOZO
PO36UMKY 8IOHOCUH MIJHC 080MA KPAITHAMU 8 PISHUX 2ANY35X SYyMAaHimapHoi cgepu.

KurouoBi ciioBa: Azepbaiioscan, Yrpaina, mucmeymeo, mMy3ukd, MidCHAPOOHI BIOHOCUHU,
Micma-nobpamumu

AHHOTAUMA. B cmamwve paccmampusaiomcsi ocobenHocmu cmpameuu OUHAMUYHOO
pazsumusi omHoweHull 8 obnacmu uckyccmea Azepbatioscana u Ykpaunvi. OmmeueHvl ycnexu
compyoHudyecmea 8 cghepe uckyccmea, OdaivbHeliuiee pazgumue 08YCMOPOHHUX 2YMAHUMAPHBIX
ces3ell, NOCIYHCUBUIUX APKUM NPUMEPOM CIMPAme2uiecKko20 NapmuepCcmea mexcoy pecnyonukamu 6
Hacmynusuiem 6eke. IIposooamcs 08ycCmopouHue U MHO2OCMOPOHHUE MEpPONpUAmMuUsL 8
Hacmoawee e6pems.  locyoapcmea cmapaiomcs 0eMOHCmMPUpo8ams uoeu «paseHcmeay u
«bpamcmeay medcoy cobou. Ocywecmensaomcs KyJIbmypHvle 843U mexcoy Yxpaunou u
Azepbauioxncanom. KynomypHuvie ceéazu ¢ 08yms cmpanamu NOOYUHEHbI NPEeUMyueCmeeHHO
noaumuyeckum yensam. Ciredyem ommemumy, 4mo UCMOPUYECKU ) A3epOAIONCAHCKO20 HApOoOd
UMENUCh OOUUPHbIEe MeXCOYHapOOHble c6:a3u. boeametiwan «xynemypa azepbatioxncancko2o
Hapooa makdxce NPUMALUBANA pa3IuuHble 20cyoapcmed. IDghghekmugnoe passumue YKPAUHo-
azepOarioNCaHCKUX  KYIbMYPHBIX CBA3ell 8 COBPEMEHHbIN Nepuood  A61Aemcsi  HA2IAO0HOU
oeMoHcmpayuel NOCMpOeHUs. GHeulHel NONUMUKU 000UxX 20cy0apcme 6 CcOOmEemcmeuu ¢
mpebosanuamu epemenu. Habniooenue 3a paszgumuem yMAHUMAPHLIX OMHOUWIEHUU 8 OAHHOM
acnekme umeem ONPeOeseHHYI0 NOIUMONI02UYECKYI0 aKmyaibHocmy. 1 ymanumapuas notumuxa 6
KOHmMeKcme 08YCMOpPOHHe20 COMpPYOHUYecmsea 20Cy0apcme 6 YCiogusx 2robanuzayuu mpebdyem
NOCMOSIHHO20 OOHOBNIeHUsT POPMbL U COOEPHCAHUsL CBsA3ell 8 IMOU 001acmu MeHCOYHAPOOHbIX
omnowenuu. Iloomomy xax 6 Azepbaiidxcane, maxk u 8 Yxpaure nocCmosiHHO paszpabamviéaromcs
HOB8ble KPAMKOCPOUHble U 00120CPOYHbIE NPOEKMbl, 3AKIIOYAIOMCA CO2NAUEHUs U 002080pbl O
compyoHuyecmee 0Jisl OaNbHeuule20 passumus OMHOUWEHUN MeHCOy 08YMs CIMPAHAMU 8 PA3TUYHBIX
0061acmAX 2yMaHUmMapHo cgepoi.

KuioueBble ciaoBa: Azepoaiiodcan, Ykpauna, uckyccmeo, My3viKa, MeHCOYHAPOOHble
OMHOWEHUS, 20POOA-NOOPAMUMbL

Introduction.

There is a large legal framework between Ukraine and Azerbaijan that regulates relations
between our countries in the cultural sphere. The basic document in the field of cultural cooperation
is the Agreement on cooperation in the field of culture and art between the Ministry of Culture and
Arts of Ukraine and the Ministry of Culture of the Republic of Azerbaijan, signed in Kiev in 1997.

Since its signing, great positive changes have taken place in the Azerbaijani - Ukrainian
cultural relations. The main large-scale in the Azerbaijani - Ukrainian cultural relations were and
remain ties in the field of art. The dynamics of bilateral cultural cooperation between our states in
the context of globalization requires a constant renewal of the form, types and content of ties in this
area. Therefore, both in Azerbaijan and in Ukraine, new short-term and long-term projects are
constantly being developed, agreements and cooperation agreements are being concluded for the
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further development of relations between the two countries in various fields of art. Naturally,
globalization gave dynamics to relations in this area. In this sense, the study of the connection in the
field of art in the era of globalization between Azerbaijan and Ukraine is very relevant.

The purpose of research is to analyze international relations between Azerbaijan and
Ukraine in the field of culture

Recent literature review.

Relations in the field of art in the era of globalization between Azerbaijan and Ukraine are
devoted to the scientific works of domestic and foreign scientists. Scientists of Azerbaijan paid
special attention to studying the problems. So, in the work of G.N. Mamedov, A. Abbasov, E.
Nadzhafov, N.S. Mamedzade, T.M. Aliyev, Z. Jafarova and others are investigating the
comprehensive ties in the field of art of Azerbaijan with Ukraine.

In recent years, books and articles dedicated to cultural ties between our peoples have been
published in Ukraine. Among foreign scientists, it is worth highlighting the works of such as
Sokhan P.S., Parakhonsky B., Dergachev A, and others.

In these works, the authors propose expanding and increasing the effectiveness of these
links. Relations in the field of art in the era of globalization between Azerbaijan and Ukraine are
devoted to the scientific works of such domestic and foreign scientists: Mamedov G.G., Abbasov
A., Najafov E., Mamedzade N. N. Abbasov A., Aliev.T.M., Dzhaparov.Z., And others. Among
foreign scientists, it is worth highlighting the works of such as P. Sokhan, B. Parakhonsky, A.
Dergachev, and others.

Main research results. Art is a spiritual treasure that improves and deepens the fraternal
and friendly relations of the peoples of the world. Sometimes, it knows no boundaries, overcoming
all obstacles, fills, spiritually enriches the hearts of people. Art is an ethnocultural code for its
carrier. When it contains universal significance, when it has a high aesthetic taste, then overcoming
the boundaries it penetrates the soul of people, delights and becomes their value.

Music is also a communication that has its own language. Therefore, art has its place
among international humanitarian relations. The ways to implement it are diverse. Prof. H.
Mammadov in his work “Azerbaijan-Eastern Europe: the history of intercultural cooperation”
writes: “Cultural cooperation between Azerbaijan and the countries of Eastern Europe is carried out
in different ways: touring, sending notes, phonograph records, discs, relations between composers
and performers, participation in international music festivals and competitions, etc.” [Mamedos:
2009]. Such events are mainly held in the form of anniversaries, international competitions,
anniversaries, festivals, etc. For example, in June 2002 — on the Day of the Ukrainian Constitution —
People’s Artist of the Azerbaijan Republic M. Magomayev and T. Senyavskaya gave a concert.
And also on October 23-29, 2002 the staff of the Azerbaijan State Musical Theater named after
Rashid Behbudov performed concert programs in such cities of Ukraine as Nikolayev,
Dnepropetrovsk, Kharkov and Kiev [Mameoos: 2009].

Events related to the anniversary of the establishment of diplomatic relations also relate to
the above. For example, on April 2-4, 2013, in honor of the 20th anniversary of Azerbaijan-Ukraine
diplomatic relations in Ukraine, the days of Azerbaijani culture were held. In this regard, the Union
of Composers of the two countries (Firangiz Alizade from Azerbaijan, Igor Shcherbakov from
Ukraine) prepared a socio-cultural program. Under the motto Days of Azerbaijani Culture were the
Minister of Culture and Tourism of Ukraine M. Shved, chairman of the M. Magomayev Cultural
Center, Gurban Abbasov and the representative of the Diaspora Hikmet Javadov. M. Shved noted
that, since the last years the cultural relations between Azerbaijan and Ukraine have gained a wide
scale, we already see their results. The musical part was performed by the soloist of the Kievskaya
Kamerata ensemble, People’s Artist of Ukraine Valery Matyukhin. Here were performed
“Garabagname”, “Mugamsayagi” on the container, as well as the symphony “Nizami” by F.
Amirov. At the end, F. Alizadeh notes: “Our music is evidence that in the history of the Azerbaijani
people there were not only holidays, but also tragic pages, as well as in the history of each people”
[Fabaesa: 2018]
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At this event, the music told everyone the Karabakh realities and their universal tragedy:
“Even from the rehearsal, many remembered “No comments” - the work of R. Khalilov, dedicated
to the tragic events in the village of Khojaly in 1992. Three stages of the development of thought
alternated in a single breath - an influx of sad memories that arose from afar, the revival of tragic
scenes of events in dramatic comparisons, and finally, the deep, mournful afterword of the piano.
Amazed-transmitted halftones struck, it sounded very organically and the tape recording (not
reproduced in previous versions) played its expressive role. Transmitting the overall impression of
the performance of this composition, I think that the opus “No comments” found its vivid
embodiment in the performance of the Kiev Camerata” [ Mamedanuesa: 2013].

Then the National Symphony Orchestra of Ukraine, as well as the Honored Art Worker of
Azerbaijan, conductor Fakhraddin Kerimov and folk instrument performers S. Pashazade and Ch.
Mutallibova entered the stage of the Column Hall of the National Philharmonic named after N.
Lisenko. The press wrote about the atmosphere of the concert:

“The brightly epic symphonic canvas “Koroglu” by S. Farajev, setting a magnificent tone
throughout the concert, smoothly gave way to the classical model of A. Zeynalli — the song “My
Country”, which was warmly and sincerely performed by People’s Artist of Ukraine Gurban
Abbasov. In the “Monologue” by Rauf Aliyev, the image of the homeland was remembered in a
peculiar, heroic and tragic spirit. The fantasy of Dadash Dadashov “Patterns” that followed, for the
canon and symphony orchestra, introduced a brightly ethnic, genre flavor. Her delicately arranged
and technically complex melodic part was masterfully performed by the soloist Chinara
Mutallibova” [Mameoanuesa: 2013]. Subsequent performances, especially the symphonic parable
by Ch. Abbasova “Where are you, Ulyses?” deeply touched people, “Tales” by F. Alizade,
“Azerbaijan Dance” by Musa Mirzoyev, mugam “Bayaty Shyraz” performed by J. Pashazade
fascinated everyone. At the very end, one of Kara Karayev’s masterpieces was performed by the
People’s Artist of Ukraine Bogdan Pivenko. Participants of the event admitted that the Days of
Azerbaijani Culture in Ukraine left a deep mark in the memory of Ukrainians.

“It should be noted that for the purpose of international cultural cooperation in the musical
sphere and its development, a number of musical societies function in the republic, such as “New
Music”, etc. The society was organized in 1995 by the Honored Art Worker, composer, Professor F.
Garayev and conducts propaganda on the establishment of international relations, on the need for a
worthy presentation of national music on the world stage. Moscow and other Eastern European
colleagues highly appreciate the activities of the President of the Society F. Guliyev in the
development and dissemination of our contemporary music, and thus a new page opens in the
annals of Azerbaijani music. The New Music Society is a representative in such a prestigious
organization as the Azerbaijan International Music Society, and also plays the role of an
intermediary in creating business relations between Azerbaijani-Ukrainian and foreign performers.
Art, as a universal method of cultural cooperation, plays an important role in the development of
relations in all areas of public life. Therefore, creative forums in which representatives of various
national schools of composers participate are of particular importance. And for this purpose, the
modern music association “New Music” constantly holds festivals in Baku that study the new
achievements of national and world music, and organizes trips of Azerbaijani musicians to different
countries” [Mameoos: 2009].

On October 10, 2016, the Azerbaijani ensemble operating in Ukraine celebrated its 15th
anniversary in the city of Kiev. The event was organized on the initiative of the Azerbaijan
Embassy in Ukraine, the Joint Congress of Azerbaijanis of Ukraine, the Muslim Cultural Center
named after Muslim Magomayev and the Association of Azerbaijani Youth of Ukraine [Hiiseynli:
2017]. Also note that the ensemble was created by the Congress of Azerbaijanis of Ukraine under
the leadership of the chairman of the Azerbaijan Cultural Center named after M. Magomayev and
Gurban Abbasov. Such events are bilateral in nature. In this activity, the anniversaries of great
masters also play a huge role. For example, on August 27, 2006, in connection with the anniversary
- the 120th anniversary - of Uzeyir Hajibeyov, the comedy “Arshyn mal Alan” was shown on the
stage of the Dnipropetrovsk National Theater named after T. Shevchenko. International
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competitions also play a huge role in this area. For example, in August 2003, with the assistance of
the Ministry of Culture, Azerbaijani pop singers participated in the Yalta 2003 international
competition, and T. Agayeva was awarded the Grand Prix of the competition. This can also include
festivals. In 2003, through the Azerbaijani Embassy in Ukraine, in accordance with an agreement
with the Dovzhenko Film Studio, the final work of the film “The shooting is canceled” was carried
out in Kiev and the film was dubbed and presented to the audience there. Also in 2004, the works of
V. Mustafazade were demonstrated at the 1V International Audiovisual Festival and documents
relating to him were sent to the National Radio of Ukraine. In June 2002, at the Il International
Festival of Children’s Creativity of BSEC and GUUAM Member Countries, which was held in
Crimea at the Artek International Children’s Center, the Smile Children’s Music Theater
participated in Azerbaijan, which was distinguished by songs, dances and performances.

In order to disseminate the upcoming cultural processes, twentieth-century intercultural
dialogues, the Ministry of Culture of the Republic of Azerbaijan together with the Initiative Center
for Contemporary Music Sonor organized for the first time the I International Festival “Culture ...
Contact 2003 of contemporary and traditional music. The festival was attended by the Bakustik
Jazz group, representatives of modern Western music from different countries, as well as from
Ukraine [Mameoanuesa: 2013].

From May 7 to 14, 2003, the State Pantomime Theater represented the Republic of
Azerbaijan at the Kiev Mayski International Theater Festival in Ukraine. On May 8, the State
Pantomime Theater performed at the Ukrainian State Academic Musical Theater, and on May 9 the
pantomime ballet Leyli and Majnun based on the eponymous poem by M. Fizuli was played at the
Plastic Drama Theater.

From June 24 to July 3, 2007 in the city of Yevpatoria, Crimean region of Ukraine, the IX
International Festival of Ancient Art “Bosphorus Lights” was held. The staff of the Baku Chamber
Theater received an award for the play “Oedipus Rex” based on the work of the same name by
Sophocles.

Festival. On May 15, 2017, during the organization of the Azerbaijan Embassy in Ukraine,
the City Administration of Kiev and the Association of Azerbaijani Youth of Ukraine in Kiev, the
ethno-jazz festival was held in the recreation park named after the Great Leader Heydar Aliyev. The
Ambassador spoke about the historical merits of National Leader Heydar Aliyev in establishing
economic, political, scientific, cultural relations between Azerbaijan and Ukraine and noted that
from now on every year in May there will be an ethno-jazz festival dedicated to the memory of
Great Leader Heydar Aliyev.

On January 6, 2018, outstanding masters of Ukraine participated in a large concert held as
part of the XII International Humor and Music Festival “Fun” in Kabbalah at the Heydar Aliyev
Congress Center.

As an artistic representative, contests play a huge role in Azerbaijani-Ukrainian relations.
For example, the chairman of the Azerbaijan-Ukraine Union Elmar Mammadov said that in 2018
Ukraine plans to hold an international song contest dedicated to Muslim Magomayev. The
organizers intend to collect at the competition, which will be held in Ukraine in the city of
Truskavets, the best performers who will perform the songs of the legendary singer. The jury will
include famous cultural and public figures of both countries. The chairman of the jury is planned to
choose People’s Artist of Ukraine Gurban Abbasov.

Participants of the competition, along with a demonstration of vocal data, must answer
questions about the biography and achievements of Muslim Magomayev, about his films, concerts
and about the musical works he created. The main purpose of the event is the popularization of
Azerbaijani culture in Ukraine, as well as the strengthening of cultural relations between friendly
states.

Azerbaijani artist Vagif Nagiyev, who lives in Ukraine, participates in prestigious
international competitions and demonstrates excellent musical abilities. In an interview, he says:
“This year we performed at concerts in 15 cities of Ukraine, dedicated to the 75th anniversary of the
immortal singer Muslim Magomayev. | think that it’s incredible not only to sing, but to stand on
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stage together with Vladimir Grishko. All opera singers, youth want to be on the same stage with
him” [Pabaesa: 2018].

Implementation of joint projects. Such projects are bilateral in nature, and activity is
required from them; rapprochement of peoples, the elimination of barriers. For example, according
to the Azerbaijani Embassy in Ukraine, the Ministry of Culture of Ukraine and the embassy agreed
to hold a joint project “My Song”. According to this project, concerts will be organized with the
participation of famous singers from both countries. “Within the framework of the project, concerts
will be organized with the participation of famous singers, soloists, opera performers of both
countries. The first such concert, dedicated to the 75th anniversary of the world famous opera and
pop singer, composer, People’s Artist of the USSR Muslim Magomayev, will be held at the end of
October in Kiev. People’s artist Vladimir Grishko and opera and pop singers will perform from
Ukraine under his leadership, and Azerbaijan’s famous opera and pop singers Azer Zeynalov, Afag
Abbasova and Samir Jafarov” (a new project is beginning to strengthen cultural relations between
Azerbaijan and Ukraine) [ha6aesa: 2018].

Relations between museums also occupy a large place within the framework of bilateral
cultural relations. On December 9, 2016, a cooperation agreement was signed between the National
Museum of Art of Azerbaijan and the Taras Shevchenko National Museum of Ukraine.

The agreement will give rise to mutual scientific research, the exchange of experiences of
museum workers, the preparation of joint exhibitions and the establishment of Azerbaijani-
Ukrainian cultural relations. At the same time, this cooperation agreement will serve to spread
Ukrainian culture in Azerbaijan, Azerbaijani culture in Ukraine” [BFabaesa: 2018].

Relations in the field of theater between the two countries also received great success.

“The theater plays a big role in the Azerbaijani-Ukrainian humanitarian relations” The
development of Azerbaijani theaters shows itself in the international exchange of experiences,
which is expanding from year to year and gives positive results. New performances, tours, of
course, adorn the boiling theatrical life. The state program “Azerbaijan Theaters 2009-2019” was an
important step in the development of this industry and contributed to the entry into a new stage of
our rich stage art. Today, the Azerbaijani theater conquers world scenes, is the author of
international initiatives, the owner of prestigious events. Over the past two years, our theaters have
successfully represented Azerbaijan at international events held in 20 countries, 11 theater groups
from foreign countries have come on tour, about 30 well-known foreign directors, choreographers,
theater artists have staged performances on the country’s stages. According to the state program, in
September 2014 the I International Theater Festival was organized in Sheki with the participation of
12 state and 2 foreign theaters operating in the republic. On November 3-6, 2014 the Baku
International Theater Conference was held for the third time, which is of great importance from the
point of view discussion of priority issues of theatrical art, exchange of experience, integration of
the Azerbaijani theater in the world theater society. The conference “The Place of Theater Art in the
Universal Values of Multiculturalism” was attended by approximately 150 renowned theater
specialists, international theater critics, directors, artists, choreographers and playwrights from 40
countries (USA, UK, Canada, France, Italy, South Africa, Netherlands, Australia, Ireland, Russia,
the United Arab Emirates, Spain, Morocco, Ukraine, Poland, Turkey, Lithuania, Georgia, Bulgaria,
Germany, Greece, Israel, etc.). The development of cinema is a priority in the field of culture and
occupies a significant place in the activities of the Ministry of Culture and Tourism. The orders
signed by the president created favorable conditions for the development of this industry. The Il
International Festival of Tourist Films, held last year in Baku, was a significant event. At the
festival, 405 films from 55 countries were presented. Another project in the field of cinema - the Il
Baku International Festival of Sports Films - gathered in one place 115 screen works from 33
countries. On October 23-29, 2002 the collective of the Azerbaijan State Song Theater named after
R. Behbudov - Honored Artists of the Republic V. Aliyev, sisters Mammadov Gulyaz and
Guljanag, harmonist K. Vezirov, dancers A. Alkhasova, Z. Ibrahimova, G. Talybova and other
members of the ensemble - performed in the cities of Nikolaev, Dnepropetrovsk, Zaporozhye,
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Kharkov, and Kiev with concert programs dedicated to the 11th anniversary of the independence of
the Republic of Azerbaijan and the demonstration of Azerbaijani culture [Mameoos: 2009].

From October 4 to 7, 2007, the Golden Autumn music festival was held in Baku. At this
festival a man’s sextet chapel of Ukraine performed. We know that in the modern world theater is
one of the main forms of international humanitarian relations. Theatrical groups of Azerbaijan
successfully performed at international festivals held in Kiev.

“The creative relationship between the famous choreographers of Azerbaijan and the
Ukrainian ballet company, the exchange of experience, participation in anniversaries and festivals
have become a source of expansion of cultural relations between peoples. Through the embassy in
Ukraine, according to the agreement with the Dovzhenko film studio, the final work on the film
“The shooting is canceled” took place in Kiev. There, the film was dubbed in Russian and a
screening was organized for Ukrainian filmmakers. In October 2004, films of Ukrainian directors
were shown at the VI International Audio-Visual Festival. On June 13, 2005, the editor-in-chief of
the analytical programs of Ukrainian National Television N. Bazvin interviewed UNESCO
Goodwill Ambassador P. Bulbuloglu for the broadcast “Audience” [Mamedos: 2009].

Television plays a significant role in the system of humanitarian relations between
Azerbaijan and Ukraine.

“In 2002, the ceremonial opening of the representative office of Azerbaijani television in
Kiev was held in Ukraine. The programs “President”, “Politics and Jazz”, “Ordinary Courier”,
“Facts and Comments”, and others Ukrainian national television covers the socio-political life,
culture and traditions of Azerbaijan, the activities of the Azerbaijani community in Ukraine. On
March 26, 2002, Ambassador T. Aliyev gave a 45-minute interview about cultural relations to the
prestigious channel of Ukraine’s MBT; on May 11, Deputy Interior Minister M. Mammadguliyev
gave an interview to the World: Consciousness program of the UT-I television and the INTER TV
channel” [Mameoos: 2009].

The forums also have a special position in the Azerbaijani-Ukrainian humanitarian
relations.

“On March 7, 2018, the Forum “Unlimited: Unlimited Art”, held in Ukraine at the
initiative of the British Council, was attended by 200 representatives from Britain, Ukraine,
Azerbaijan and Georgia.

Director of the Cinema Center Nizami Leyli Mirzayeva along with representatives of the
Britis Council participated in the forum “Unlimited: Unlimited Art” held in Kiev. At the opening of
the forum, the First Lady of Ukraine noted the importance of involving people with disabilities in
active public life, preparing inclusive projects in this area, and also mentioned that these projects
are part of state policy. During the discussion panels, Leyli Mirzayeva shared her experience with
the participants of the forum, telling them about the project of the Nizami cinema center “Cinema
for All”, within the framework of which the first screening of films with sound translation for
people with hearing and speech impairments was organized in Azerbaijan, and noted the success of
the project” (Cinema center Nizami represented Azerbaijan in Ukraine at the forum “Unlimited:
unlimited art”) [Mameoanuesa: 2013].

Ambassador Extraordinary and Plenipotentiary of Ukraine to Azerbaijan A.Mishenko,
taking into account the prospects for cultural relations between the countries, noted: “Let’s
approach the culture from a broad perspective, recall several events in the field of music and
organized exhibitions. For example, the famous Ukrainian artist and photographer Yevgeny
Kovtonyuk held a photo exhibition in Baku from August to September last year. Azerbaijani artists
also often hold such events. The Azerbaijani Embassy in Ukraine is very active in this direction. In
the field of theater, there are cooperative relationships. Last year, the Puppet Theater of Poltava
represented Ukraine at the International Puppet Theater Festival, which was held in Baku. It was
also a great opportunity to familiarize children with the culture of another country. For example, my
daughter is studying in Baku. She performs local national dances, at school they even staged a small
play “Leyli and Majnun”. I see that my eight-year-old daughter began to sing Azerbaijani songs.
And of course, we welcome this. If a small Ukrainian woman at this age respects Azerbaijani
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culture and customs, she will reach a higher level when she is a politician, deputy, diplomat.
Azerbaijani children in Ukraine also participate in events. Our country has a large Azerbaijani
diaspora. Here, the Ukrainian diaspora is also active and participates in the events of the embassy”
[Mameo-3aoe: 2006].

The state program “Azerbaijan Theaters 2009-2019” was an important step in the
development of this industry and contributed to the entry into a new stage of our rich stage art.

In 2012, the Unions of Composers of Ukraine and Azerbaijan prepared a socio-cultural
program dedicated to the 20th anniversary of the establishment of diplomatic relations between the
two countries. In this regard, it was decided to hold Culture Days of these countries in March 2012
in Azerbaijan and in March 2013 in Ukraine.

The Days of Azerbaijani Culture were held on April 2-4, 2013 in Ukraine, and the Days of
Ukrainian Culture were held on October 9, 2015 in Baku. The events were attended by the
Ambassador of Ukraine to Azerbaijan A. Mishchenko, who noted that such events contribute to
further expansion of existing relations between the two peoples [Fabaesa: 2018].

On June 16-19, 2013, the Days of Ukrainian Culture were held in the Azerbaijan
Philharmonic named after M. Magomayev. The event was attended by representatives of the
ministries of culture and tourism of both countries, as well as deputies of the Milli Majlis of
Azerbaijan and employees of the diplomatic corps of the Embassy of Ukraine. After the official part
of the event, a concert was held with the participation of the world famous National Honored
Academic Dance Ensemble of Ukraine named after P.Virsky. In the lobby of the Philharmonic, the
participants got acquainted with a photo exhibition dedicated to Ukraine [B Aszep6atioscane
npotdym JJnu kyremypuol Yrpaunwt: 2013].

Conclusions. Analysis of international relations in the field of art of Azerbaijan and
Ukraine in the era of globalization indicates the expansion of the scale, boundaries and volumes of
these ties. The musical art of Azerbaijan has acted as an important instrument of peace, cooperation
and friendship between peoples.

So, in the context of globalization, cultural cooperation between the peoples of Azerbaijan
and Ukraine turned into a unique channel of spiritual communication and mutual understanding of
people.

It can be concluded that the future of the world depends not on confrontation and collision,
but on the victory of good, the development of cultural dialogue and cultural ties. So, one of the
most important building blocks in art cooperation is equality and mutual respect. These factors are
also important to remove obstacles to its implementation.
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Abstract. The article is devoted to the protection of the human right to housing in Ukraine in
the context of the analysis of the fulfillment of obligations of Ukraine under the article 31 of the
European Social Charter revised. Ukraine accepted the first two paragraphs of Article 31 devoted
to the right to housing, avoiding the provision enshrined under third paragraph. Since the time of
ratification of the ESC, the fulfillment of these obligations has remained problematic for Ukraine in
spite of including the key aspects of the right to housing in the Constitution of Ukraine, detailing in
numerous national legal acts. European Committee of Social Rights’ recommendations issued
following the consideration of Ukraine reports for different periods, including the latest
recommendations in 2020 for 2014-2017 are analyzed in the article. The main problems of bringing
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Ukrainian legislation into accordance of ESC standards in the sphere of right to housing have been
identified and highlighted.

By comparing the main comments of the European Committee of Social Rights of different
years on the right to housing, authors concluded that the lack of significant progress in the
implementation of Committee’s recommendations in Ukraine is associated with many factors,
among which the total lack of Ukrainian translation of the decisions and conclusions of the
Committee, the lack of understanding of the Committee's interpretation of the right to housing and
as a result, delays in the submission of state reports, not providing sufficient information in
reports, even statistical (for example, data of the number of homeless people), as well as the lack of
an integrated complex understanding of the necessary changes in national legislation and practice
for the adequate implementation of the Charter standards.

Keywords: the right to housing, social rights, European Social Charter revised, European
Committee of Social Rights, adequate standard of living, homelessness.

AHortauiss. Cmamms npucesyena 3axucmy npasa Jo0UHU Ha HCUmio 8 YKpaiui y konmexkcmi
AHAanNi3y BUKOHAHHS 83AMux 30008 ’53aHb 3a €8pONelcbKo COYIaNbHOK XAPMIE NepeisiHymoro.
Ocnoeni acnekmu npagéa Ha dcumiao 3axpinieno y Koncmumyyii Ykpainu, demanizosano y
YUCTIeHHUX HOPMAMUBHO-Npagosux akmax. Lle 0ozeonuno Ykpaini npu pamugixayii €sponeticokoi
coyianvnoi xapmii y xinyi 2006 poxy nocooumucs Ha 0008 S3K08ICMb Nepuiux 080X NYHKMIG
cmammi 31 wodo npasa Ha dcumio, OOHAK, BUKOHAHHA 63AMUX 30008 A3aHb 3AIUULAEMbCS
npoonemuum Onsi Ykpainu numauuam. Y cmammi aumanizylomecsi pekomenoayii, HaAoaui 3a
pe3yremamamu po3ensidy 0onosioel Ykpainu 3a pisHi nepioou, Koyadu OCManHi pekomeHoayii
2020 poky 3a 2014-2017 pp.

Ilopisnioouu ocrnoeni 3ayeadcennsi €6ponencbko2co Komimemy 3 COYIATbHUX NPAS8 DISHUX
POKIB U000 Npasa Ha JHCUMJIO A8Mopu 00X00sIMb BUCHOBKY, WO GIOCYMHICMb CYMMEBO20 NPO2PECY
ix euxonanns Yxpainoio nog’szana 3 6OacamoMa YUHHUKAMU, Ceped SKUX MOJNCHA UOLIumu
gi0CymHicmb nepeknady YKPAiHCbKOl0 MO08010 piuienb ma 6ucHoekie Komimemy, nedocmamme
po3yMiHHA maymadenus Komimemom mnpasa ma oicumio ma, fAK HACAIOOK, 3AMPUMKU Y
npeocmasiieHi 0epiHcasHux 00nosioell, HeHAOaHHs 00CMamHuboi iHghopmayii y 0onoGiosx, y momy
yycni CMmamucmuyHol, HAnNPukiao, wooo KilbKocmi 0e300MHUX 0cib, a maxoxc 6i0CymHicmb
KOMNIEKCHO20 OaueHHsi HeoOXIOHUX 3MIH HAYIOHANbHO20 3AKOHOO0ABCMBA I NPAKMUKU OJis
iMniemenmayii cmanoapmis Xapmii.

Kuarouosi cioBa: npaso na owcumno, coyianvi npaea, €eponeiicvoka coyianvha Xapmis
nepeznanyma, €eponeucoKull Komimem 3 cCOyianibHUX npas, 00CMAMHIL HCUMMESULL PiGeHb.

AnHoTauusi. Cmamovs noceéawena 3awjume npasa 4Yeno8eka Ha diculve 6 YKpaune 6
KOHmMeKcme aHanu3a 6blNOJHeHUs 83Amvlx 00sa3amenvcms no Eeponetickoii coyuanvHot xapmuu
nepecmompentou. OCHOBHble acneKkmvl NPasa Ha KHcuive 3axpeniienvt ¢ Koncmumyyuu Yxpaunot,
0emanu3upo8aHvl 8 MHO2OYUCIEHHbIX HOPMAMUBHO-NPABOBLIX akmax. Imo no3eoauno Ykpaune npu
pamughuxayuu Eeponetickoti coyuanvuou xapmuu 6 kouye 2006 2o0a coenacumvcs Ha
00s3ameNbHOCMb OIS Hee Nnepevix 08YX nyHkmog cmamvu 31, npedycmampusarowei npaso Ha
JHCUNbe, meM He MeHee, UCNOTHEeHUe 83AMuUxX 00a3amenbCcme ocmaemcs npooIeMHbIM 60NPOCOM OJis
Vkpaunwi. B cmamve ananusupyromcsi pekomeHoayuu, npeooCmasienHvle no pe3ylbmamam
paccmompenusi 00KNa0o8 YkpauHvl 3a pasHvle nepuoovl, 8Ka04as nocieonue pexomenoayuu 2020
2o0a 3a 2014-2017 ze.

Cpasnusas ocrnognvie 3ameuanus Eeponetickoeo komumema no cOYUaIbHbIM NPasam pasHuix
Jlem o npaee Ha JCuibe,  AGMOPbl NPUXOOAM K 6bl8OOY, UMO OMCYMCMEUEe CYULeCmE8EeHHO20
npozpecca ux 8bINOIHeHUs YKpauHol céA3aH0 cO MHOUMU (akmopamu, cpeou KOMOpPbIX MOHCHO
8bl0eIUMb  OMCYmcmeue nepeeooa HA YKPAUHCKUL A3bIK peuwieHull U 6vl60006 Komumema,
He0oCmamoyHoe nonumanue moakoeanus Komumemom npasa Ha dcuive u, Kax cireocmsue,
3A0epHCKU 8 NPedoCmAsIeHUU 20CYOAPCMEEHHbIX O0KIA008, He NpedocmasieHue 00CMAamoyHou
ungopmayuu 8 00KIA0ax, 6 MOM HUCie CMAMUCIUYECcKOoll, Hanpumep, no Koauiecmey 0e300MHbIX
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JUY, a makxice OMCymcmeue KOMNJIEKCHO20 BUOEHUS HeOOXOOUMbIX UBMEHEeHUll HAYUOHAIbHO2O0
3aKOHO0amMeNbCmea U NPAKmMuKy 071 UMHIeMeHmayuy cmaHoapmos Xapmuu.

KuroueBrble ciioBa: npaso Ha dcunve, coyuanvhvle npasa, Eeponeiickas coyuanvnas xapmus
nepecmompennas, Eeponetickuii komumem nO COYUATbHBIM NPABAM, OOCMAMOYHbIL YPOBEHb
HCUSHU.

Research problem setting. In today's world, one of the basic human rights, which is directly
related to the satisfaction of its basic needs, is the right to housing. The European Court of Human
Rights in its judgment “James and Others v. The United Kingdom” emphasized that:

[...] modern societies consider housing of the population to be a prime social need, the
regulation of which cannot entirely be left to the play of market forces. [European Court of human
Rights, James and Others v. the United Kingdom: 1986]

This highlighted the importance of this right and the need for states to guarantee the right to
housing. Today, this human right is enshrined in many international legal instruments, mentioned in
the constitutions of more than a hundred countries [Golay C., Ozden M.: 2008]. At the same time,
more than a billion people do not have adequate housing [Office of the United Nations High
Commissioner for Human Rights: 2014], and states continue to face the need to solve the problems
of homeless people, people who are in need, who do not have their own housing and / or enough
income to rent it or who are representatives of vulnerable groups etc. States create various housing
funds, programs for certain categories of population, try to solve housing issues during crises,
armed conflicts, disasters, and so on. However, in many cases, the measures taken by States are not
sufficient for individuals to exercise their right to housing.

Different types of violations of the international legal obligations regarding to the right to
housing by Ukraine are stated; this requires further analysis of compliance of national legislation
with international legal standards of the right to housing, in particular, outlined in the European
Social Charter revised.

The purpose of the article. The purpose of the article is to provide a detailed analysis of the
recommendations of the European Committee of Social Rights to Ukraine considering the Article
31 of the ESC on the right to housing in the context of repeated violations, despite the clear
enshrinement of this right in the national Constitution and legislation.

Analysis of the latest researches and publications. Despite the importance of this issue and
the attention of Ukrainian scientists, practitioners to national pension reform and social security
system in general, the attention has not been paid to social human rights, including the right to
housing, in the context of international standards and their implementation in Ukraine. Most
domestic scholars such as N. Bolotina, K. Borisova, S. Verlanov, V. Zhernakov, L. Lichman, N.
Sidorenko, E. Kharitonov, M. Shumylo and others analyze this right exclusively through the
national provisions or pay attention to various aspects of the right to housing in the context of the
analysis of social rights in general, examining the European Convention on Human Rights.
However, the ESC and ECSR recommendations remain unexplored in Ukraine.

Ukraine undertook the obligations to respect the right to housing under the European Social
Charter revised almost 15 years ago in earlier 2007 [Verkhovna Rada of Ukraine: 2006], but
monitoring bodies have been stated the lack of sufficient progress and failure commitments under
this article during all this time. Gaps in the study of international legal standards of right to housing
and obligations arising for Ukraine from international treaties, in particular, under the European
Social Charter revised, impact on people's misunderstanding of the scope of this right, and on the
other hand, the corresponding misunderstanding by state representatives of the difficulties in the
process of fulfilling commitments taken in this sphere and guaranteeing its citizens the right to
housing. Therefore, this situation, in combination with the urgent need to solve the housing
problems of more than 1 million internally displaced persons, indicates the necessity for detailed
consideration and analysis of relevant Ukrainian legislation and international standards.
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Basic research material.

The history of the right to housing in international documents. The right to housing as a
human right of second dimension is a part of social rights, along with the right to social security,
pension, health care and medical assistance, a decent standard of living, protection of motherhood
and childhood, protection against unemployment and so on. Social rights are aimed at provide a
person with social security and a decent standard of living. Namely the right to a decent or
sufficient standard of living is contained in international legal universal documents. Thus, the right
to a decent standard of living, family protection and assistance is enshrined in Article 25 of the
Universal Declaration of Human Rights 1948:

...Everyone has the right to a standard of living adequate for the health and well-being of
himself and of his family, including food, clothing, housing and medical care and necessary social
service, as well as the right to security in the event of unemployment, sickness, disability,
widowhood, old age or other lack of livelihood in circumstances beyond his control... [The United
Nations General Assembly: 1948]

Similarly, the right to housing is incorporated into the text of the right of everyone to an
adequate standard of living in the International Covenant on Economic, Social and Cultural Rights,
Avrticle 11 of which provides for the right to housing along with adequate food, clothing and the
right to adequate living conditions [The United Nations: 1966]. Thus, despite the non-enshrinement
of the right to housing as an independent separate article into the texts of the Universal Declaration
of Human Rights and the International Covenant on Economic, Social and Cultural Rights, it was
included as a component of broader right, forming part of the right to a sufficient standard of living.
The right to housing for various vulnerable groups in the context of equality and non-discrimination
in its exercise was provided for numerous other international treaties: the Convention on the
Elimination of All Forms of Discrimination against Women, the Convention on the Elimination of
All Forms of Racial Discrimination, the Convention on the Rights of the Child, the Convention on
the Rights of All Migrant Workers and their Families, the Convention on the Rights of Persons with
Disabilities, etc.

At the regional level, the right to housing is included in the African Charter on Human and
Peoples' Rights, the American Convention on Human Rights, the European Convention for the
Protection of Human Rights and Fundamental Freedoms, the EU Charter of Fundamental Rights,
the European Convention on the Legal Status of Migrant Workers and others. Moreover, if the right
to housing was not directly enshrined in some documents, the monitoring bodies separated it from
the scope of other rights. In particular, in conclusions in the case against Nigeria in 1996 the
African Commission on Human and Peoples' Rights acknowledged that destroying housing has a
negative impact on rights such as property rights, health, privacy and, consequently; the cumulative
effect of articles providing for the abovementioned rights lead to the African Charter guaranteeing
both the right to housing and asylum. [Office of the United Nations High Commissioner for Human
Rights: 2014] The article 8 of the ECHR enshrined the right to respect for private and family life,
which consists of four elements. Respect for housing is one of them:

[...Everyone has the right to respect for his private and family life, to their housing and
correspondence ... [The Council of Europe: 1950]

The European Court widely interpreted the definition of housing and emphasized that in
exceptional cases the obligation to provide some vulnerable persons with shelter / adequate housing
may also arise from the provisions of Article 8 of the European Convention on Human Rights
[European Court of human Rights, Budina v. Russia: 2009]. Furthermore, the Court considered that
the term "housing" should be interpreted broadly and includes the guarantees of the of the Article 8
to those who do not have their own home but live with the permission of the owner with whom they
have strong family ties, or if they regularly spent a significant part of their time in such a “non-own
house” [European Court of human Rights, Mentes and Others v. Turkey:1998, Dogan and others v.
Turkey: 2004, Diogenous and Tseriotis v. Turkey: 2009, Demades v. Turkey: 2003], etc. The state's
failure to provide a person with basic/adequate housing in certain circumstances can be considered
as inhuman and degrading treatment, which is prohibited by Article 3 of the ECHR.
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Bearing in mind that the realization of the vast majority of social rights as positive rights
depends on active action by the state and its financial and economic situation, it is important to
understand the content of the right to housing, including the obligation of the state to provide it.
According to the analysis of the Office of the UN High Commissioner for Human Rights, one of the
most common mistakes of people within the meaning of the right to adequate housing is considered
the idea of the possibility of those who do not have housing, to require an automatic grant an
adequate housing for free from the state authorities [Office of the United Nations High
Commissioner for Human Rights: 2014]. The answer to the question of the unconditional direct
obligation of the state to provide all persons under its jurisdiction or at least to all its citizens who
do not have it with adequate housing is obvious. Ensuring the right to housing, states are not
obliged to create the entire national housing stock, although states are involved in this process. The
proper fulfillment of States' obligations in this sphere includes the elaboration of programs, provide
assistance, reduction and prevention of homelessness, forced evictions, combating discrimination,
protection of vulnerable groups of population, ensuring security of the housing for all and so on.

The Committee on Economic, Social and Cultural Rights explains the right to housing as the
right to live anywhere in security, peace and dignity. The Committee applies a broad interpretation
of this term that includes the concept of adequate housing protection against forced evictions and
arbitrary destruction and / or demolition, as well as protection from unlawful interference with
housing, private and family life, the right to choose the place of residence, to determine the place of
residence and freedom of movement [Office of the United Nations High Commissioner for Human
Rights: 2014].

The right to housing and the requirements for adequate housing or basic shelter for certain
vulnerable categories of persons are also defined in other international legal instruments. Thus, the
Guiding Principles on Internal Displacement provides for the right of internally displaced persons to
housing with the interpretation of “adequate standard of living”, meaning housing that provides the
occupants with the facilities and necessary elements such as following:

- legal security of residence, especially the protection against forced eviction;

- availability of services and infrastructure (availability of water, electricity, heating, etc.);

- affordable price that does not risk the other basic needs;

- suitability for living in terms of sufficient space, physical security, as well as protection
from cold, moisture, heat, rain, wind, structural hazards of the building, protection from diseases;

- an adequate level of accessibility, which should guarantee that vulnerable groups could
enjoy the housing which meets their specific needs;

- physical location, which provides low-cost access to employment options, health services,
school education, childcare centers and other social facilities, as well as the absence of sources of
environmental pollution;

- possibilities to express cultural identity;

- compliance with safety standards aimed at minimizing damage from natural disasters that
could occur in future. [Revised Baseline analysis: 2019]

The right to housing under the ESC and the constitutions of the state-members. Despite the
abovementioned approaches to understanding the right to housing, this right in the most detailed
form is enshrined in the European Social Charter revised (ESC) in 1996 and interpreted by its
monitoring body - the European Committee of Social Rights (ECSR). The Charter was elaborated
and adopted within the Council of Europe shortly after the adoption the European Convention for
the Protection of Human Rights and Fundamental Freedoms in 1950, which included civil and
political rights. Over time, under the influence of the development and popularization of the concept
of welfare state, social function of the state and changes towards importunacy of social rights, the
number of rights protected by the Charter has been supplemented and expanded in new revised
European Social Charter adopted in 1996.

The revised Charter incorporates all the major European standards in the social and labor
spheres that the Council of Europe achieved in the mid-1990s. These standards remain relevant
today for almost all 47 member states of the Council of Europe, of which only four states
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(Liechtenstein, Monaco, San Marino, Switzerland) have not ratified either the original Charter
1961or Revised Charter. The refusal to be a party of the European Social Charter is mainly due to
the fact that these states do not enshrine social rights at the constitutional level and, therefore, try
not to impose any international obligations in this sphere.

For instance, the Swiss Federal Constitution does not enshrine the right to housing, which is a
logical continuation of its national approach not to recognize social rights as rights and treat them as
the intentions of the state formulated as social goals which couldn’t guarantee direct social rights
and benefits to all. The right to housing is formulated as follows:

...any person seeking accommodation for themselves and their family can find suitable
accommodation on reasonable terms. [The Federal Constitution of the Swiss Confederation: 1999]

Two more articles of the Swiss Constitution are about encouraging the housing construction
and ownership, prohibits arbitrary rent fees and other abuses at the same time (Art. 108, 109).

Upon ratification of the ESC, States have the option of choosing a certain minimum number
of articles, paragraphs and, accordingly, will not be bound by obligations under all articles. Once
ratified, States may accede to other provisions at their own discretion at any time. Namely, states,
when ratifying, may not even fully ratify the whole article, but may choose only certain paragraphs
which will be bound for them. Thus, Albania, Armenia, Austria, Azerbaijan, Belgium, Bosnia and
Herzegovina, Bulgaria, Cyprus, Estonia, Georgia, Hungary, Ireland, Malta, Moldova, Montenegro,
Romania, Russia, Serbia, Slovakia, Northern Macedonia have totally not ratified Article 31, which
provides for the right to housing. Countries such as Andorra, Lithuania, Latvia and Ukraine have
partially recognized the right to housing. Among the states that have fully ratified Article 31, only
10 states, most of which are Western European countries. This situation reflects the possibility of
choice of articles and parts during the ratification, as has been mentioned above and the absence of
this right in ESC 1961 because some states are still parties of the Charter 1961.

Such selectivity, introduced during the drafting of the Charter, was aimed at facilitating the
ratification process and increasing the number of States parties. However, states still use the
established mechanism to avoid problematic issues and show unwillingness to take on
responsibilities that will be difficult to fulfill.

When choosing the provisions of the Charter for ratification, states take into account the
interpretation of relevant articles by the European Committee of Social Rights, which like the
European Court of Human Rights, interprets the provisions of the Charter in broad, expanding,
evaluative and supplementing meaning, including the interpretation of terms of "fair remuneration”,
"reasonable working hours", "decent, sufficient standard of living", " price of housing accessible to
those without adequate resources", etc.

The European Committee of Social Rights in the one of cases the European Roma Rights
Center against Bulgaria has outlined the main tasks for states to fulfill their obligations under
Article 31 of the Charter:

a) take the necessary legal, financial and operational measures to ensure continued
progress in achieving the objectives set out in the Charter;

b) keep meaningful statistics on needs, resources and results;

C) regularly review the effectiveness of adopted strategies;

d) establish a work schedule and do not indefinitely postpone the achievement of the
goals of each stage;

e) pay attention to the consequences of the policy established for each of the categories

of persons, especially the most vulnerable groups of the population. [European Committee of Social
Rights: 2018]

However, legal measures should not be the main things, but the availability of resources and
the introduction of procedures is necessary for the actual implementation of the law. [European
Committee of Social Rights, International Movement ATD Fourth World (ATD) v. France: 2007]
The Committee, while acknowledging the complexity of the requirements and the financial
component, also points to the need to use the maximum possible resources available and to set
reasonable deadlines for States to meet their commitments.
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The main requirements for the implementation of the article 31 of the ESC and its
interpretation by the ECSR. In general, the right to housing fixed in Article 31 of the ESC revised
consists of 3 parts: facilitating access to housing of an adequate standard; prevention of
homelessness and its reduction with the purpose of its gradual elimination; setting prices of housing
affordable for people without adequate resources.

There are a number of requirements for adequate housing mainly for the inclusion into
national legislation the safe, healthy conditions of housing and its minimum size. States undertake
to promoting access to housing for various vulnerable groups, such as the low-income, the
unemployed, single-parent families, young people, people with disabilities, including those with
mental health problems.[European Committee of Social Rights: 2018] The ECSR, in its
recommendations to Ukraine and France in particular, recalled that the requirements and definition
of "adequate housing" should apply not only to new constructions, buildings, but also to existing
housing stock, rental housing. The Committee consider as important to ensure the safety of housing
from a sanitary and hygienic point of view, the availability of all basic facilities, such as water,
heating, waste disposal, electricity, sanitation. In addition, the construction of housing should be
safe and the housing itself should not be overcrowded. [The Government of Ukraine, European
Social Charter (revised): 2017]

In interpreting the first paragraph of Article 31 on adequate housing, the ECSR draws
attention to the effectiveness of measures taken by States and the legal protection of those in
housing. The implementation of an effective policy to prevent homelessness, providing adequate
housing for emergencies for the homeless is also important. The ECSR has repeatedly defined in its
conclusions and decisions the definition of a homeless person as a person who legally does not have
any adequate (proper) housing. [European Committee of Social Rights: 2003, Conference of
European Churches (CEC) v. the Netherlands: 2013, European Federation of National
Organisations working with the Homeless (FEANTSA) v. the Netherlands: 2014]

Among the methods of preventing homelessness, the Committee considers the provision of
social housing to vulnerable groups, the right to shelter, including temporary, which is linked to the
right to life and is considered extremely important in the context of respect for human dignity. The
shelter should be provided to all persons, including those who were in the state illegally. Moreover,
in its decisions, the Committee emphasizes the absence of any maximum period, arguing that this
obligation applies to the State for as long as the person is under its jurisdiction [European
Committee of Social Rights, European Federation of National Organisations working with the
Homeless (FEANTSA) v. the Netherlands: 2014], however, the obligation to provide migrants with
permanent housing does not arise from Article 31 of the ESC.

Part 2 of article 31 does not textually fixed the protection against eviction, but the ECSR
includes to its scope the protection against forced evictions, imposing on states the obligation to
create legal and procedural guarantees in the case of eviction and allowing only a narrow range of
grounds to do so. Thus, forced evictions should be prohibited in the winter time, at night; a person
who is evicted should receive free legal aid and compensation in case of illegal eviction.

The content of the right to housing includes, as noted above, the States’ obligation to
guarantee affordable prices for housing for some vulnerable, impoverished people; affordable
housing should be provided through social housing of adequate quality and quantity and by other
means. ECSR emphasized that such affordable prices should be determined for people with limited
financial recourses, reaffirming the state's obligation to provide social housing for the most
disadvantaged vulnerable people, to provide benefits and housing on a non-discriminatory basis.
[European Committee of Social Rights, International Movement ATD Fourth World (ATD) v.
France: 2007]

The process of implementation the obligation of the Article 31 of the ESC by Ukraine.
Ukraine has ratified the first two paragraphs of Article 31 of the Charter revised, and has enshrined
the right to housing in the national legislation of Ukraine, devoting to the guarantees of this right
article 47 of the Constitution of Ukraine. It proclaims the right of everyone to housing, as well as
the obligation of the state to create conditions under which every citizen will be able to build a
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house, buy it or rent it. The article declared a ban on forced deprivation of housing other than on the
basis of the law under the court decision. In addition, citizens in need of social protection are
provided with housing by the state and local governments free of charge or for a fee available to
them in accordance with the law. [Verkhovna Rada of Ukraine: 1996]

Although the cited article of the Constitution of Ukraine does not directly address the
requirements for the quality of housing, it follows from a number of other articles of the
Constitution and the norms of Ukrainian legislation. Thus, at present time in contrast to the Soviet
times, when the right to housing was mostly limited to the right to premises area, its content has
been significantly expanded and is not limited to the availability of living space, but requires quality
of housing. The change of the state’s concept affected also the content of the right to housing.
Satisfaction of housing needs, first of all, means providing the minimum level of living space, it’s
appropriate level: the availability of water supply, heating, sewerage, and even the Internet in
modern time, the availability of social infrastructure and the healthy environment. It means that in
Ukraine, like in other European countries during last years, there has been developing an approach
in which the constitutional right to housing is multifaceted and includes a number of interrelated
rights:

1) opportunity to have housing for person’s residence and the residence of family members, to
use and dispose of it;

2) opportunity to improve housing conditions, to receive other housing if necessary;

3) right to a healthy and safe environment for living, worthy of a civilized person, in
accordance with international law, which has been repeatedly emphasized in the national judicial
documents and papers [ Lichman L. : 2005, Solomyianyi V.: 2006].

The multifaceted nature of the right to housing is also evidenced by lawsuits demanding the
ensure housing of proper quality, size, recognition of buildings as inappropriate for habitation, and
SO0 on.

In general, the constitutions of European countries guarantee the right to housing in different
ways. Many constitutions do not contain special provision devoted to the right to housing. This
concept used in the constitutions of Austria, Bulgaria, Georgia, Estonia, Latvia, Lithuania,
Romania, Slovakia, Croatia and other countries. Some constitutions include the right to housing
into article on decent living conditions. For example, Article 23 of the Belgian Constitution states
that “Everyone has the right to lead a life in keeping with human dignity” which, inter alia, includes
the right to decent the right to decent accommodation...” [Belgian Constitution: 2019]. The third
group of countries enshrines the right to housing as a separate right. These include Ukraine (Article
47), Azerbaijan (Article 43), the Republic of Belarus (Article 48), Venezuela (Article 82), etc.
According to Art. 47 (section 47) of the Spanish Constitution: “All Spaniards have the right to
enjoy decent and adequate housing...” [Spanish Constitution: 1978]

However, the realization of this right does not depend on its proclamation in the
Constitutions. So, despite the Constitution of Ukraine explicitly guarantees the right to housing, its
realization is still at a low level. Thus, in 2015 and 2017 the ECSR acknowledged that Ukrainian
legislation and its application did not meet the requirements of the Charter to promote access to
adequate housing and it was found that the right to adequate housing was not guaranteed, there was
a lack of adequate supervision of housing and that the authorities failed to improve housing
conditions for Roma. [European Committee of Social Rights: 2016] ECSR has requested the
additional information on measures to ensure adequate housing for internally displaced persons and
measures to provide adequate housing for Roma.

The European Committee of Social Rights has found that Ukraine has also failed to comply
with the second paragraph of Article 31, which provides for the prevention of homelessness, by
finding the lack of legal protection for persons subject to eviction. The Committee did not recognize
that the right to shelter is adequately guaranteed in Ukraine and requested statistical information on
the number of homeless people. [The Government of Ukraine, European Social Charter (revised):
2017] Having enough time to analyze the recommendations and gather information on the
Committee's requests, Ukraine submitted another state report in 2019 under the 4th thematic theme
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(children, families and migrants), which includes the right to housing. New recommendations to
states, including Ukraine, and general conclusions for the reporting period from 2014 to 2017 were
published by the European Committee of Social Rights in March 2020.

Unfortunately, in its recommendations to Ukraine the Committee once again drew attention to
the delay in submitting the report, which has been presented on June 6, 2019, despite the deadline of
October 31, 2018, and, what is even more important, once again to the failure to provide sufficient
information for the conclusion on 5 situations.

Current situation in Ukraine: is there any progress in the fulfilment of obligations in the
sphere of housing under the ESC? Therefore, it is obvious to state that the general situation in
implementation of the commitments remained unchanged and ECSR recommendations constituted
again and again non-fulfilment of majority of Ukraine's commitments, including obligations under
the right to housing. Thus, ECSR analyzed 23 situations and there were only 7 conclusions of
conformity, 11 situations were found not to meet the requirements of the ESC, and in respect of 5
situations, as were already mentioned, Ukraine did not provide the Committee with sufficient
information to. [European Committee of Social Rights: 2020]

Analyzing the Ukrainian report on paragraph 1 of Article 31 of the ESC, the Committee has
drawn attention to the need to apply the requirements of adequate housing not only to new
buildings, but also to housing in stock. It was proposed to reflect the application of the established
requirements or similar requirements to the housing stock in the next report, that existed before the
entry into force of the national standards specified in the report (i.e. until 2006). Also in the next
report, the Committee requests updated information on the minimum size of housing. In general, the
Committee did not reach a positive conclusion on this aspect of paragraph 1, leaving previous
negative conclusions until further information is available.

The Committee's negative previous conclusions about the proper control of housing standards
were also reserved until further information on the bodies generally responsible for ensuring
compliance with housing rules and requirements (for the entire housing stock, regardless of rent,
form of ownership) would be provided; as well as the powers of the relevant authorities to carry out
inspections, the frequency of such inspections and audits, and the implementation of decisions
establishing that housing does not meet the standards. There were made no conclusions for the
appropriate legal protection of the right to housing by the ECSR. The Committee underlined that it
is interested in information on any national judicial cases on the right to adequate housing and the
information about the categories of cases are allowed to be brought before the courts and whether
non-judicial remedies are available.

In the conclusions, the Committee also considered the measures taken to protect the right to
housing for vulnerable groups. In particular, it was emphasized that only 7% of internally displaced
persons live in state-provided accommodation, such figures require additional information on
guaranteeing the right to housing for this category of persons by Ukraine. According to the ECSR,
Ukraine has not taken sufficient measures to improve the living conditions of Roma that had been
determined in previous conclusions. In fact, no positive developments in the implementation of the
requirements under Article 31 § 1 of the ESC have been identified by Ukraine in comparison with
the previous cycle of conclusions.

Ukraine has fulfilled its obligations under paragraph 2 of Article 31of the ESC no better that
under paragraph 1 of the Article 31. Identifying the lack of information provided on the prevention
of homelessness the Committee reserved the situation until receiving further information and
reiterated its previous unsatisfactory findings about non-conformity. The Committee assumed that
the legal protection of persons threatened by forced eviction is insufficient and the fact that the right
to shelter is adequately guaranteed in Ukraine cannot be recognized. [European Committee of
Social Rights: 2020]

As already mentioned, Ukraine has not ratified paragraph 3 of Article 31 of the ESC, which
concerns the establishing prices affordable for the low-income citizens. Nowadays, States present
their annual report only on the ratified provisions of the ESC; however, the ECSR periodically
reviews national laws and practices of States on compliance with non-ratified provisions of the
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Charter. In 2017, the ECSR analysis stated that among other issues the situation in Ukraine had not
fully complied with paragraph 3 of Article 31 of the European Social Charter. [European
Committee of Social Rights: 2017]

Conclusions. Ukraine's failure to fulfil its commitments under the European Social Charter,
including the obligations under the article ensuring right to housing, no providing sufficient
information to the Committee for its conclusions and delays in reporting, depends on many factors.
And a lack of understanding of the Charter's basic requirements among a wide range of people in
Ukraine is one of such factors. Taking into account that the provisions of the ESC, as many other
human rights treaties has been formulated in a rather general abstract manner, the content and scope
of its provisions are disclosed in interpretations, legal positions of the European Committee of
Social Rights. Neither decisions, no conclusions of the ECSR have not been translated into
Ukrainian, as well as general recommendations for any cycle and recommendations to any state-
parties. All these factors, combined with the lack of proper attention to this fundamental
international treaty in human rights sphere, affect the overall situation of implementation of the
provisions of the ESC in Ukraine.

Thus, despite the declaration of the right to housing by the Constitution of Ukraine, the
functioning of the developed national legislation which provide for social protection of homeless
people and homeless children, the creation of social housing, temporary housing, etc., as well as
commitments taken under the revised European Social Charter, ensuring the right to housing,
remains unsatisfactory in Ukraine. This is confirmed by the European Committee of Social Rights
conclusions, which have been repeated for almost 15 years for many provision, including the
Article 31. The ECSR has stated the lack of appropriate positive developments and a lack of
comprehensive understanding of necessary changes in national legislation and practice to
implement ESC standards concerning the housing.
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Abstract. In 2020 the COVID-19 pandemic became the major event affecting the global
economy. Both supply- and demand-driven recession and changes in consumption and investment
behaviour became a new reality. The purpose of the paper is to estimate foreign trade strength and
vulnerability of countries under the shrinking global demand for specific groups of goods and
services as a result of the COVID-19 pandemic and the measures to contain it. The proposed
foreign trade strength index under pandemic is based on exports of pharmaceutical products,
medical equipment, food, IT and audiovisual goods and services etc. (+); tourism and transport
services, oil, ores and metals, transport vehicles and most other types of machinery etc. (-); and
imports of medical and related products (-) in comparison to a country’s GDP. The ranking is
provided for the largest 100 economies. 90% of the countries have absolute trade vulnerability
under the pandemic. There are 3 types of economies with relatively better trade soundness:
exporters of medical products and ICT services (Ireland and Switzerland), food exporters and
closed economies. The most vulnerable economies include small island countries which depend on
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tourism services exports, oil exporting countries and exporters of machines and equipment. Ukraine
ranks 38th and has a standardized value of the index +0.4 mainly because of its food exports which
help offsets the weakness due to the metal exports. Vulnerability of large economies is caused by
their merchandise export structure, while vulnerability of small economies is due to their services
export structure.

Key words: foreign trade, economic resilience, demand for goods and services, dependence
on global markets, pandemic, quarantine measures.

Anoraunisa. ¥V 2020 poyi nanoemis COVID-19 cmana ochogHoo noodicio, wo 6nausac Ha
c8imosy ekoHomixy. Cnao, 00ymosieHull IK NAOIHHAM NONUMY, MAK i NPONO3uYyii, 3SMiHU 8 NOBEOTHYI
CROJMICUBAYI8 Ma IHBECMOPI8 CMAlU HO80I0 peaibHicmio. Memoio 0ano20 00CniOdCeHHs € OYIHKA
CMIUKOCMI 308HIWHBOI MOP2iBIT Ma 8PA3IUBOCMI KDAIH 8 YMOBAX CKOPOUEHHS 2I00ANbHO20 NONUNY
Ha pi3Hi epynu moeapis i nociye 6 pezyromami nandemii COVID-19 i 3axo00i6 011 ii cmpumysanHsi.
3anpononosanuti iHoexc cmIiliKOCMi 308HIWHBLOI MOP2i6Nl 8 YyMOB8aAX naHoemii OA3YEMbCA HA
excnopmi gapmayesmuyHoi npooyKyii, MeOuyHo20 00IAOHAHHSA, NPOOYKMIE XAPUYEaHHs, MOBaApIs i
nocnye 6 cgpepi IT, ayoiosizyanvroi cchepu mowo (+); mypucmuunux i mpancnoOpmHux nocuye,
Hagmu, pyo i memanié, mMpaHcnopmuux 3aco0is, Oibwocmi HWUX 6uUdie mexHiku mowjo (-);
iMnopmi mMeouunoi ma cynymuvoi npooykuyii (-) eionocno BBII kpain. ¥ cmammi npedcmagnenuti
peumune 011 100 naubinowux exonomik. 90% kpain maioms abconromHuy 8paziusicms mopeieii 8
ymosax nanoemii. Icnye 3 munu kpain 3 6IOHOCHO OIILULOI CIITUKICMIO 34 306HIUHbOIO MOP2IGIEI).
excnopmepu meduunoi npodykyii abo nocnye 6 cgepi IT (Ipnandis i Illsetiyapis), excnopmepu
NPOOYKMIG XapuyeaHus i Kpainu i3 3axkpumoio ekonomikow. Haiibinew eépaznusi epynu kpain — ye
Mani 0cmpisHi depaicasu, K 3anexcams 8i0 eKCnopmy mypucmudHux nociye, ekcnopmepu Hagmu
ma ekcnopmepu mawuH i o00naoHaHHA. YKpaina 3aiuimae 38-e micye y peumuney i mae
cmandapmu3zosane 3uavenus inoexkcy +0,4 nepeeaxicno 3a80aKu eKCnopmy npooyKmsSe XapuyeauHs,
AKULL 00NOMA2ae KOMNEHCYBAmMuU 6pa3iugicmv, N08'A3aHy 3 eKCHOpMOM NpOoOYKYii memanypeii.
Bpaznusicme eenukux ekoHOMIK 00yMo61eHa CMPYKmMYporo ix eKCnopmy moeapis, a Maiux —
CMPYKmMYporo eKCnopmy nociye.

KuouoBi cjioBa: 306Hiwma mopeiens, eKoHoMiuHa CMIUKICmb, NONUm HA mMosapu ma
nocyeu, 3a1eHCHICIb IO C8IMOBUX PUHKIB, NAHOEMIs, KAPAHMUHHI 3aX00U.

Annotauus. B 2020 200y nanoemus COVID-19 cmana ocHo8HbIM cobbimuem, 8rusouum
Ha Mupogylo sxkonomuxy. Cnao, 00yCi06leHHbl KaK NadeHuem cCupoca, mak U NpeoioHCeHusl,
U3MeHeHUsl 8 NoeedeHuu nompedumenel U UHBECOPO8 CMAIU HOB0U peanvHocmbio. Llenvio
OaHHO20 UCCIeO008AHUSL ABNAEMCS OYEeHKA YCMOUYUBOCU BHEWHell MOP206IU U YA36UMOCMU CIPAH
8 YCI08UAX COKPAWAOWe20cs 2100aibH020 CRpOCA HA paziuyHble 2PYnnsl moeapos u yciye 8
pezynomame nanoemuu COVID-19 u mep no ee coepxcusanuro. Ilpednodicennviii uHOeKc
VCMOUYUBOCNU  GHEWIHell  MOp208IU 8  YCI0GUAX NAHOeMUU OCHOB8AH HA  IKCHopme
Gdapmayesmuyeckol npoOyKYyuu, MeOUYUHCKo20 000py008anHus, npooyKmos numanus, mosapos u
yenye 6 cgepe IT, ayouosusyanvhoii cpepvl u m.o. (+); mypucmuyeckux u mpaHCnopmHuIxX yCiye,
Hegmu, pyo u Memanios, MpaHCnOPMHbIX CPeOCm8s, DOILUUUHCIGA OPYeUX U008 MEXHUKU U M. O.
(-); umnopme meouyunckou u conymcmeyowei npooykyuu (-) ommocumenvno BBII cmpan. B
cmamve npedcmasinen peimune oas 100 kpynneiwux sxonomux. 90% cmparn umerom abcoiOmHuyo
VA38UMOCIb MOp2o6iu 6 ycrosusx nanoemuu. Cywecmeyem 3 muna cmpaw ¢ OMHOCUMENbHO
Oonbuieli yCmouyugoCcmovlo N0 6HeWHell mop2oéie: IKCHOPmMepPbl MeOUYUHCKOU NPOOYKYUU UIU
venye 6 cgpepe IT (Mpranoua u Illsetiyapus), sxcnopmepsvt NpoOYKmMO8 NUMAHUA U CIPAHbL C
3axkpuimoti skoHomukou. Haubonee ya3eumvie cmpanvl — 2mMo Majvle OCMPOGHble 20Cy0apcmed,
KOmopbvle 3a8UCAM OM IKCHOPMA MYPUCIMUYECKUX YCIYe; IKCNopmepsbl Hemu u dKCnopmepwvl
Mawun u  obopyoosanus. Ykpauna 3amumaem 38-e Mecmo 6 peumuHee U uUMeem
cmanoapmu3suposantoe 3Havenue unoexca +0,4 6 ocHOBHOM u3-3a dKCnOpmMa NpoooGObLCMBUS,
KOMOpblll nomozaem KOMHEHCUPOBAMb VA36UMOCHb, CEA3AHHYIO C IKCHOPMOM NPOOVKYUU
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Memannypeuu. Yazeumocms 001bUWUX IKOHOMUK 00YCII08TIeHA CIMPYKMYPOLUL UX IKCHOPMA Mo8apos,
a Manvlx — CMpPYKMypotl 29KChopma yciye.

KuroueBrble cioBa: snewrss mop2oes, 5KOHOMU4eckas yCmoudueocms, Cnpoc Ha moeapbl
U ycimyau, 3a8UCUMOCHb OM MUPOBLIX PbIHKOS, NAHOeMUs, KAPAHMUHHbLE 02PAHUYEHUSL.

Introduction. In 2020 the COVID-19 pandemic became the major event affecting the global
economy. At the moment of writing this paper, on March 31, 2020 there were more than 801
thousand confirmed cases of the disease worldwide, almost 39 thousand deaths and almost 173
thousand recovered persons [Center for Systems Science and Engineering (CSSE) at Johns Hopkins
University (JHU): 2020]. As a country of the first wave, China has successfully contained the
epidemic. Western Europe and Iran became the next hotbeds of the disease. Then the sickness rate
soared in the US. The next epicenters can emerge anywhere.

Despite currently the COVID-19 is far from being the major cause of death, its danger
potential is large enough if the disease gets out of control. Many countries try to use various
unprecedented restrictions to contain the infection in order to save time to find efficient means for
cure and especially to prevent the disease from spreading so quickly that the health system will not
be able to cope with the flow of seriously ill patients. The chances of avoiding getting sick or
recovering for vulnerable groups of the population can greatly depend on this. At the same time the
quarantine measures also disrupt the regular economic activity. There is a discussion about the
length and severity of the measures to be taken. But in any case, the pandemic has already hurt
many national economies and the global demand, and will probably continue to do that in the
nearest future. Uncertainty about the further development of the pandemic, the restrictive measures
and their effects is currently the major factor affecting forecasts, policy and business decisions. This
uncertainty may be decreased by assessing the relative strength of countries and in particular their
exports under the current challenges.

The purpose of the research is to estimate foreign trade strength and vulnerability of
countries under the shrinking global demand for specific groups of goods and services as a result of
the COVID-19 pandemic and the quarantine measures to contain it.

Recent literature review. R. J. Barro, J. F. Ursua and J. Weng analyzed the effects of the
1918-1920 Great Influenza Pandemic and assumed that they may be used as the upper bounds for
the expected outcomes of the COVID-19 pandemic. A typical country experienced a decline of the
GDP per capita by 6% as a result of the Spanish flu pandemic a century ago. They also stated that
the current pandemic already resulted in declines of stock prices and lowering interest rates, and is
also likely to decrease GDP, although a lot of uncertainty remains about the future spread of the
disease [Barro, Urstia and Weng: 2020].

G. Verikios et al. modelled two scenarios of a global pandemic of influenza (scenario 1 with a
higher infection rate and lower virulence rate, and scenario 2 with a higher virulence rate and lower
infection rate in comparison to the Spanish flu pandemic). The virulence rate was calculated as the
number of deaths per case. They concluded that under the second scenario the global economy
would be hurt more. More globalized regions would also be the most affected ones. They also
summarized the various economic effect of illness:

e increased medicals expenditures by patients or governments and increased workloads for
a healthcare system;

e decrease in labor supply due to deaths (permanent losses), illness, absenteeism from
work to avoid infection, necessity to care for children if schools are closed (temporary losses);

e decrease in public gatherings, closures of educational institutions;

e reduced demand for services that need face-to-face contact (tourism, transport, retail
trade etc.) [Verikios et al.: 2011].

M. Casares and H. Khan modelled efficiency of social distancing using the data on Spain
(which has quite a similar population size to Ukraine). If the average daily number of face-to-face
contacts is 25, the number of deaths may reach 350 thousand and the daily number of people to be
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hospitalized may peak at the level of 1.9 million persons. This would overwhelm the capacities of
the healthcare sector. If the number of face-to-face contacts is reduced to 3 (social distancing
scenario), the number of deaths would be reduced to 54 thousand and the daily peak of the
hospitalized people would be only 154 thousand people [Casares and Khan: 2020]. We must note
that there is a trade-off between higher death rate because of lack of healthcare capacities on one
hand and economic slump and the number of victims due to economic disruption and possibly
social unrest on the other hand.

A. Atkeson modelled the progression of COVID-19 in the United States to test when the share
of infected people reaches 1% (assuming that it is very challenging for the healthcare system) and
10% (which may cause severe shortages for financial and economic infrastructure) under various
mitigation policy scenarios [Atkeson: 2020].

A. W. A. Boot et al. mentioned both production and consumption shocks for the economy in
the current situation. Since supply chains are affected under the epidemic, depletion of inventories
may cause slowdown in production and shortages in distribution. Services sector also faces
interruptive effects, especially travels, mass events, education etc. Companies experience reduction
in cash flows and still have to pay their employees, suppliers and creditors. A. W. A. Boot et al. also
suggested that fiscal measures should be taken to provide liquidity to the affected companies in
order to prevent a banking crisis because monetary policy measures would not be enough to do that.
They also stated that the current crisis has not originated in the financial sector, therefore the risk of
moral hazard is low [Boot et al.: 2020].

A. A. Toda modelled two scenarios of COVID-19 epidemic. Under the benchmark scenario
without mitigation efforts the share of simultaneously infected persons may reach 28% at the peak,
which would overwhelm the healthcare system capacities. The alternative scenario with optimal
restrictive measures ensuring social distancing may result in lowering the peak to 6.2%. Under the
benchmark scenario stock prices would decrease by 50% temporarily. A lower but longer decrease
would take place under the alternative scenario.

C. Albulescu provided an empirical analysis of the COVID-19 effect for financial market
volatility index. The analysed period was between January 20, 2020 and February 28, 2020. The
index grows as a result of new cases reported outside China, if the death ratio increases (especially
outside China) and as more countries are affected by the disease [Albulescu: 2020a]. In another
study C. Albulescu proved that there is a marginal negative direct impact of daily reported cases on
oil prices. But there may also be an indirect effect on oil prices by amplifying the financial markets
volatility [Albulescu: 2020b].

W. McKibbin and R. Fernando analysed 7 scenarios for development of the COVID-19
epidemic. If the disease was isolated in China the total losses would be between 283 and 1922
billion dollars. Under the pandemic scenarios the estimated losses may be between 2230 and 9170
billion dollars. This shock will require monetary, fiscal and health policy responses. They also
mention disruption of supply chains as one of the effects of the coronavirus epidemic [McKibbin
and Fernando: 2020].

C. Michelsen et al. expected the losses for industry and services (especially transport, tourism
and financial sector). The imposed restrictions and uncertainty will deter consumption (although
there was a temporary increase in retail sales due to a panic). They also expect that after the
economic crisis in the 1% half of 2020 the precautionary measures will be relaxed. They provided
decreased forecasted GDP growth rates for the world (+2.5% in 2020), euro area (-0.2%), US
(+0.8%), Japan (-0.3%), Central and Eastern Europe (+2.8%), Russia (+1.1%), China (+4.6%),
India (+5.0%). At the same time they stated that the forecast was becoming increasingly unlikely as
downside risks were increasing. Policy responses and possibility of trade conflicts may also
influence future trends [Michelsen et. al : 2020a].

In another publication C. Michelsen et al. provided forecasted indicators for Germany: GDP
growth -0.2% (or lower) in the second quarter of 2020; growth of value added in manufacturing -
1.4%; in construction -0.5%; trade, accommodation and transport -0.4%; business and production
services +0.1%; public administration, community and social services +0.2%; investment in
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machinery and equipment -0.9%, exports -1.3%, imports -0.3% [Michelsen et. al : 2020b]. Despite
all the forecasts are not sufficiently reliable under the current uncertainty, they provide valuable
information about the most vulnerable sectors of economy.

Currently the most recent forecast for the global economy was provided by IHS Markit on
March 30, 2020 [IHS Markit: 2020]. They expect the new recession to be deeper than in 2008-09.
The world GDP is expected to drop in 2020 (-2.8%). Some economies may suffer from double-digit
annualized declines in the second quarter. The forecasted economic growth is -5.4% in the US, -
3.3% in Canada, -4.5% in euro area and the UK, -6% in Italy, -2.5% in Japan and +2.0% in China.
Emerging economies may suffer from the infection itself, the global recession and the related drop
in commodity prices. Most economies will reach the pre-crisis level of output only in 2-3 years.

The main problem of the current economic forecasts is a huge uncertainty of the pandemic
future trends and directions of further contagion. But regardless the uncertainty about the absolute
losses, it is still possible to assess the relative vulnerability of countries considering the dropping
global demand and the practiced restrictions for people and business.

Methodology. First we have to determine the most vulnerable industries. According to
[Trading economics: 2020; National Bureau of Statistics of China: 2020] in January — February
2020 the year-on-year growth of industrial output in China was -13.5%. The industry specific
output growth rates were:

o -28.2% for transport equipment, -44.6% for metal-cutting machine tools, -30.8% for
power generating equipment, -37.4% for household refrigerators, -45.5% for copy and offset
printing equipment (most types of machines and equipment);

-43.2% for passenger turnover in civil aviation (passenger transport and tourism);
-13.9% for gasoline (fuel for transport);

-29.5% for cement (construction material);

-4.6% for crude iron ore, +3.1% for pig iron and crude steel (metallurgy industry);
-27.2% for textiles;

e -12.3% for chemicals (particular rates vary largely if we consider specific chemical
products);

o -17.8% for paper and paperboard, -23.8% for newsprints (printed materials cannot be
used distantly, although paperboard may be used for delivery services);

e -30.8% for mobile telephones, -26.6% for color television sets (communication and
audiovisual equipment);

e -1.5% refined sugar, -28.5% for soft drinks (food and beverages industry);

o -8.2% for electricity.

But the slump in China took place under the national epidemic and was caused by both the
supply shock (undermined labor supply) and the national demand shock. As for the global
pandemic, we expect that the demand shock will be more important because it includes drop in both
domestic and foreign demand. The industry specific effects may be different especially taking into
account that the expected negative effect of the pandemic may last for a longer period than under a
local epidemic scenario.

Therefore we should account for radical and more prolonged changes in consumption
behavior in the majority of countries, which may transmit into drop of investment in the vulnerable
industries causing lower demand for investment goods. As a result, we account for both the post-
hoc review of the current trends in specific industries in China and our assumptions about future
global trends in order to determine the most and the least vulnerable industries. E.g. the negative
effect for metal industry may be underestimated as it produces mostly durable and investment goods
(e.g. under the global crisis in 2009 the exports of metals decreased by 34% [UNCTAD: 2020]).
Sales of TV sets and mobile phones may restore under quarantine restriction when people have to
rely on means of distant communication and entertainment at home.

Thus, we included 5 components (measured as % GDP) into our index of foreign trade
strength under pandemic (IFTSP):
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1. Strong merchandise exports SME (+) — total exports of food (including animal fats and
vegetable oils); computer and audiovisual equipment; medical equipment, pharmaceutical products,
cosmetics and toilet preparations. The last subcomponent is multiplied by 3. We assume that these
types of products are relatively more consumed under pandemic and the related quarantine
restrictions as they may be used inside one’s house or in hospitals.

2. Strong services exports SSE (+) — total exports of telecommunications, computer and
information services; audiovisual and related services. We assume that people have to communicate
more and to consume video content at home instead of going outside for entertainment.

3. Week merchandise exports WME (-) — total exports of oil and related products; ores, metals
and related products; works of arts, jewelry and related goods; machinery (transport vehicles and
most other machinery); cement and related construction materials; printed matter, office and
stationery supplies; furniture; travel goods; footwear. We assume that these products may be the
most vulnerable when demand for investment goods, durable goods etc. shrinks. Textile industry is
also vulnerable, but it may switch to producing e.g. face masks, protective apparel etc. Gas and coal
industries are vulnerable too due to decreasing fuel prices. But unlike oil it gas and coal are mostly
consumed for heating or producing electricity, while oil products are relatively more used by
transport.

4. Week services exports WSE (-) — total exports of passenger transport, travel and
construction services. Quarantine measures significantly hamper travels, while shrinking demand
negatively affects investments in residential, commercial and industrial buildings.

5. Imports of medical equipment, pharmaceutical products, cosmetics and toilet preparations
IMPCT (-) multiplied by 3.

Thus, we compare strong and vulnerable exporting industries in comparison to countries’
GDP and make a correction for import dependence on products for medical purposes and cleaning.
We pay special attention to competitiveness and self-sufficiency of medical and pharmaceutical
sector of a country. We use the data of [UNCTAD: 2020] for about 200 countries in 2018. But the
index is calculated for the largest 100 economies considering the data availability and their role in
the global or regional economies. GDP by exchange rate was used as an indicator of economy size.

After calculating the Index we consider the structure of exports of small and large economies,
the leading countries and outsiders in the ranking, main global and regional powers, and Ukraine.
Finally we define the leading countries by contribution of particular resilient and vulnerable
industries in the IFTSP (in % GDP).

Our methodology also has some drawbacks:

e classification of industries into strong and weak may be imperfect considering different
demand elasticities and vulnerability to quarantine restrictions;

e there are cases of missing data for some services exports especially for smaller countries,
therefore positive or negative effect of services trade for some countries may be underestimated.

But we are making this research in a situation of high uncertainty of future scenarios of the
pandemic trends and unprecedented challenges when past economic research results and models are
not fully applicable. Only real developments in future will show actual resilience of countries.

Research results. Overall ranking. In Table 1 we ranked 100 largest economies by our index
of foreign trade strength under pandemic (IFTSP). As we see, 90% of countries export more
vulnerable products than rely on strong types of exports. Very different countries are in the top of
the list. The top 3 countries with stronger foreign trade are Ireland, Paraguay and Switzerland. India
ranks 19th, Brazil 20th, US 26th, China 28th, France 35th, Ukraine 38th, UK 41st, Japan 48th,
Spain 50th, Italy 56th, Germany 60th, Russia 70th, Libya 100th.
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Table 1
Ranking countries by the index of foreign trade strength under pandemic
Rank | Country IFTSP | Rank | Country IFTSP | Rank | Country IFTSP
1 Ireland 57.2 35 | France -1.7 68 | Serbia -18.1
2 Paraguay 12.3 36 | Uzbekistan | -7.8 69 | Greece -19.1
Switzerland, . Russian
3 | Liechtenstein | 2 37 | Latvia 8.0 0 | Federation | 290
4 Cote d'Ivoire 6.6 38 | Ukraine -8.2 71 | Austria -20.7
5 Costa Rica 55 39 | Colombia -8.7 72 | Lithuania -20.8
6 New Zealand 3.0 40 | Australia -8.8 73 | Qatar -21.8
7 | Argentina 23 | a1 |United 92 | 74 |Romania | -21.9
Kingdom
8 Uruguay 2.0 42 | Lebanon -9.4 75 | Belgium -22.3
9 Denmark 1.8 43 | Bolivia -9.4 76 | Tunisia -23.0
Dem. Rep.
10 | Guatemala 0.3 44 | Egypt -10.0 77 | of the -23.0
Congo
11 | Pakistan -0.1 45 | Viet Nam -10.5 78 | Belarus -23.4
12 | Kenya 41 | 46 |sweden | -109 | 79 |Republic 5, g
of Korea
13 | Zimbabwe -1.2 47 | Peru -11.3 80 | Thailand -25.4
14 | Bangladesh -1.3 48 | Japan -11.9 81 | Bulgaria -26.5
15 | Cuba -2.8 49 | Chile -12.6 82 | Portugal -27.9
16 | Turkmenistan | -2.9 50 | Spain -13.0 83 | Croatia -29.9
. e Saudi
17 | Indonesia -2.9 51 | Philippines | -13.1 84 Arabia -31.3
18 | Israel -3.0 52 | Panama -13.4 85 | Malaysia -32.2
19 | India -3.1 53 | Nigeria -13.4 86 | Estonia -32.2
20 | Brazil -3.5 54 | Norway -13.5 87 | Hungary -32.7
21 | Yemen -4.0 55 | Finland -13.9 88 | Slovenia -33.2
22 | Cameroon -4.0 56 | Italy -13.9 89 | Kazakhstan | -33.7
23 | Sudan -4.2 57 | Canada -14.1 90 | Kuwait -37.0
24 | Ghana -4.5 58 | Jordan -14.4 91 | Angola -37.2
25 | Tanzania -4.6 59 | Morocco -14.4 92 | Oman -37.6
26 |UnitedStates | 6| 6o | ran 152 | 93 |Czechia | -38.1
of America
27 | Ethiopia -4.8 61 | Germany -15.7 94 | Bahrain -40.6
28 | China -5.2 62 | Turkey -15.9 95 | lrag -44.6
United
29 | Myanmar -5.5 63 | Venezuela | -16.4 96 | Arab -46.0
Emirates
30 | Ecuador 56 | 64 |Souh 165 | 97 | Azerbaijan | -46.0
Africa
31 | Sri Lanka -5.6 65 | Mexico -16.7 98 | Slovakia -48.6
g2 | Dominican | g1 | 66 | Poland -17.0 | 99 | Singapore | -50.5
Republic
= 'C'j)tg'sgjfg =2 | 67 |Algeria | 170 | 100 | Libya 68.0
Source: Authors’ calculations based on the [UNCTADStat: 2020].
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IFTSP structure. Table 2 shows components of the Index for several selected economies and
the standardized values of the Index (the difference in standard deviations from the average value of
the IFTSP).

Table 2

Standardized values and components of the index of foreign trade strength under
pandemic — for selected countries

Standardized
Country IFTSP SME SSE WME WSE | IMPCT
Ireland 4.4 55.1 27.2 -6.6 -3.9 -14.6
Paraguay 1.7 20.5 0.0 -1.6 -1.3 -5.4
Switzerland + Liechtenstein 13 37.0 1.8 -14.3 -2.6 -14.7
Argentina 1.0 6.9 0.4 -1.7 -1.2 -2.2
Pakistan 0.9 2.4 0.4 -0.7 -0.3 -1.9
Indonesia 0.7 4.6 0.1 -5.3 -1.4 -1.0
India 0.7 3.3 2.1 -6.5 -1.2 -0.9
Brazil 0.7 4.7 0.1 -6.3 -0.3 -1.7
United States of America 0.6 2.6 0.2 -3.8 -1.2 -2.4
China 0.6 4.8 0.3 -8.8 -0.5 -1.1
Netherlands 0.5 39.7 3.1 -30.9 -3.2 -14.9
France 0.4 9.3 0.8 -10.7 -2.8 -4.3
Ukraine 0.4 16.2 2.8 -17.3 -1.9 -7.9
Australia 0.4 3.4 0.2 -6.2 -3.2 -3.1
United Kingdom 0.3 6.1 1.0 -9.6 -2.0 -4.7
Sweden 0.2 9.5 2.7 -16.4 -2.8 -3.9
Japan 0.2 1.8 0.1 -10.5 -1.1 -2.3
Spain 0.1 8.1 1.0 -12.1 -5.2 -4.9
Nigeria 0.1 0.4 0.1 -12.4 -0.5 -1.0
Italy 0.0 8.5 0.5 -15.0 -2.5 -5.4
Canada 0.0 5.5 0.7 -14.7 -1.5 -4.0
Iran 0.0 15 - -14.9 - -1.8
Germany 0.1 13.5 1.1 -22.8 -1.6 -6.0
Turkey -0.1 3.6 0.0 -11.8 -4.9 -2.8
South Africa -0.1 4.2 0.2 -15.1 -2.4 -3.4
Mexico -0.1 11.4 0.0 -23.5 -1.9 -2.6
Poland -0.1 14.0 1.4 -22.8 -3.0 -6.5
Russian Federation -0.3 2.0 0.3 -17.8 -1.5 -3.1
Republic of Korea -0.6 5.7 0.3 -26.6 -1.9 -2.3
Thailand -0.7 14.7 0.1 -24.2 -12.5 -3.4
Saudi Arabia -1.0 1.2 0.1 -27.5 -1.5 -3.5
Slovakia 2.1 18.7 1.6 -57.2 -3.2 -8.5
Singapore -2.2 33.9 3.9 -71.2 -7.8 -9.2
Libya -3.3 0.3 -63.5 - -4.9

Source: Authors’ calculations based on the [UNCTADStat: 2020].

Size of economy. We also calculated that the Index does not significantly correlate with the
logarithm of GDP. But there is a significant positive correlation between the logarithm of GDP and
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strong goods exports (0.23), weak goods exports (0.36) and a negative correlation with weak
services exports (-0.51). Therefore under pandemic there is also no optimal size of economies if
protectionism does not rise globally. But the export vulnerabilities of large and small economies are
structurally different: small economies are vulnerable because of their services exports structure,
while large economies — because of their goods exports structure.

The top 15 countries by the IFTSP index. Ireland (ranks 1%) is the most promising country. It
is definitely a positive outlier as its IFTSP standardized value is 4.4. The reasons of its leadership in
the ranking are its large exports of telecommunications, computer, and information services (27%
GDP), medicinal and pharmaceutical products (15%). It also imports a lot of medicinal and
pharmaceutical products (4%), but this may evidence in favor of involvement of the industry in the
global value chains.

Paraguay (2") relies mainly on food exports (20%) and has minor foreign trade weaknesses.
Switzerland (3) has large exports of medicinal and pharmaceutical products (12%), although it
exports also a lot of machinery (10%). Its substantial imports of medicinal and pharmaceutical
products (4%) may also be a result of involvement in the global value chains.

Cote d'Tvoire (4™ relies mainly on food exports (20%). Costa Rica (5") and New Zealand
(6h) export mostly food too (8% and 12%), although they also have certain dependence on travel
services exports (6% and 5%). Argentina (7™) and Uruguay (8th) have relatively large food exports
(6% and 7%). Denmark (9™) exports both food (6%) and medicinal and pharmaceutical products
(4%), although it exports a lot of machinery too (7%). Guatemala (10™) relies mainly on food
exports (6%).

The next group of countries (Pakistan, Kenya, Zimbabwe, Bangladesh and Cuba (11™-15™)
are relatively closed economies in terms of strong and weak exports.

If we consider smaller economies too, the leaders could also include such economies as
Guinea-Bissau (IFTSP = 18.0), Greenland (16.6), Micronesia (12.9), Kiribati (1.9) thanks to their
food exports. But their IFTSP values are not robust because of the missing data for their services
exports structure (except for Guinea-Bissau).

The bottom 15 countries. Libya (ranks 100™) depends a lot on its oil exports (62% GDP).
Since its IFTSP standardized value is -3.3, we can obviously define it as a negative outlier in our
sample of countries.

Singapore (99™) exports mainly machinery (49%), oil and related products (18%), and travel
services (6%). These weaknesses under pandemic are not offset by exports of medical equipment,
pharmaceutical products, cosmetics and toilet preparations (7%), computer and audiovisual
equipment (8%). Slovakia (98™) exports mostly machinery (43%), metals and related products
(9%). They are not compensated by its exports computer and audiovisual equipment (12%).

Azerbaijan (97™) largely depends on its oil exports (37%) as well as exports of travel services
(6%). United Arab Emirates (96™) exports oil and related products (24%), machinery (9%), jewelry
and related products (8%). Iraq (95™) depends a lot on its oil exports (40% GDP). Bahrain (94™)
exports mainly oil (23%), metals and related products (13%).

Czechia (93 ™) exports mostly machinery (38%), metals and related products (7%). These
exports are not offset by exports computer and audiovisual equipment (12%). Oman, Angola and
Kuwait (92 ™-90™) depend a lot on their oil exports (30%, 35% and 31%). Kazakhstan (89™) relies
largely on oil exports (23% GDP), metals and related products (7%).

Slovenia (88 ™) exports mostly machinery (27%), metals and related products (8%), and travel
services (6%). They are not balanced by exports of medicaments (6%). Hungary (87 ™) exports
mainly machinery (38%), which is not offset by exports of computer and audiovisual equipment
(8%), and other strong exports. Estonia (86™) exports machinery (16%), oil products (8%) and
travel services (6%). These weaker exports are not balanced by stronger exports computer and
audiovisual equipment (12%).

If we consider small economies too, the outsiders would also include such economies as
Aruba (IFTSP = -80.2), Antigua and Barbuda (-61.9), Maldives (-58.2), Saint Lucia (-54.8),
Grenada (-51.5), Saint Kitts and Nevis (-43.9), Anguilla (-42.8) because of their large dependence
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on travel services exports (34-71% GDP).

Global and regional economic powers. As for the largest economies, the USA has few strong
and weak exports relatively its GDP as it is a relatively self-sufficient economy. China’s minor
weakness is the exports of machines (6% of GDP), but it is largely compensated by exports of
computer and audiovisual equipment (4%).

The largest EU economies have exports of machines as a minor or moderate weakness: 18%
in Germany, although it is partially offset by exports of products for medical purposes (3%), 9% in
Italy, 8% in France, 6% in the UK. The same is relevant for Japan (9%) and especially South Korea
(20%).

Spain’s weaknesses are the exports of machines (8%) and travel services (5%). The
Netherlands export a lot of machines (15%) and oil products (9%), but they are offset by exports of
food (12%), products for medical purposes (6%), computer and audiovisual equipment (7%).
Poland’s weaknesses are the exports of machines (15%) and metals (5%), which are slightly offset
by exports of food (6%).

Canada’s weaknesses are the exports of machines (7%) and oil (5%). Australia has exports of
ores and metals (5%) as a minor weakness. The weak exports of Russia and Saudi Arabia are the
exports of oil (13% and 25%). India, Brazil and Indonesia are quite closed economies with few
strong and weak exports. Mexico exports mainly machines (18%), it is slightly compensated by
exports of computer and audiovisual equipment (5%). Turkey has two minor weaknesses: the
exports of machines (7%) and travel services (3%).

Ukraine has a better than average rank (38th) with the standardized IFTSP value of +0.4. It is
supported by its food exports (15% GDP) as well as exports of telecommunications, computer, and
information services (3%). But its total exports of medical equipment, pharmaceutical products,
cosmetics and toilet preparations; computer and audiovisual equipment; audiovisual and related
services are less than 1% of its GDP. Ukrainian weak exports under the pandemic include mainly
exports of metals and related products (12%) as well as machinery (4%). Other weak exports are
minor ones: travel services (1%), passenger transport services (0.7%) and construction services
(0.1%) etc.

Product specific export dependence. Next we define the leading countries by contribution of
particular industries in IFTSP (in % GDP).

Countries which are the most dependent on exports of food include Guinea-Bissau,
Seychelles (22%), Micronesia (21%), Greenland, Paraguay (20%), Nicaragua (17%), Cote d'Ivoire,
Honduras (16%) and Ukraine (15%). The main countries which specialize in exports of computer
and audiovisual equipment are Vietnam (24%), Czechia, Slovakia (12%), Singapore, Hungary
(8%), Malaysia, the Netherlands (7%), United Arab Emirates and Thailand (6%).

The most intensive exporters of medical equipment, pharmaceutical products, cosmetics and
toilet preparations are Ireland (16%), Belgium, Switzerland (12%), Slovenia (8%), Singapore (7%),
the Netherlands (7%), Hungary (5%) and Denmark (5%). But they are also present in the list of the
most intensive importers of these products: Belgium (10%), Slovenia, the Netherlands, Switzerland,
Ireland, Malawi (5%), Hungary, Kyrgyzstan and Nicaragua (4%). If we calculate the most intensive
net exporters of such goods, the leaders would be Ireland (12%), Switzerland (7%), Singapore (4%),
Slovenia and Denmark (3%).

Countries with the largest contribution of telecommunications, computer and information
services exports to their GDP are Ireland (27%), Cyprus (10%), Luxembourg (6%), Montserrat
(5%), Israel and Singapore (4%). Luxembourg (5%) ranks 1% by intensity of audiovisual and related
services exports, but there are too many countries with missing data by this indicator to provide a
genuine ranking in this case.

As for weak exports, the most intensive exporters of oil and related products are Libya (62%),
Republic of Congo (46%), Iraq (40%), Azerbaijan (37%), Angola (35%), Kuwait (31%), Oman,
Equatorial Guinea (30%), Saudi Arabia (25%), Gabon (24%), United Arab Emirates (24%),
Kazakhstan, Bahrain (23%) and Brunei Darussalam (20%). Exports of ores and metals are the most
important for Zambia (25%), Mongolia (21%), Democratic Repubic of the Congo (18%), New
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Caledonia (17%), Guinea (16%), Chile (14%), Bahrain (13%), Namibia, Ukraine and Bhutan
(12%). The most dependent countries on exports of precious and semi-precious stones, jewelry,
works of art or related products are Botswana (31%), Lesotho (10%), United Arab Emirates (9%)
and Namibia (7%).

The most intensive exporters of transport vehicles and most other vulnerable types of
machinery and equipment are Singapore (49%), Slovakia (43%), Czechia, Hungary (38%),
Slovenia, Malaysia (27%), Republic of Korea (20%), Germany, Mexico, Belgium, Vietnam,
Thailand (18%) and North Macedonia (17%). The same for footwear — Vietnam (7%), Cambodia
(5%) and Albania (4%); for furniture — Lithuania (4%) and Vietnam (3%); for travel goods,
handbags and similar containers — Cambodia (2%) and Vietnam (1.4%). Exports of cement and
similar construction materials, printed matter, some types of office and stationery supplies provide
only a minor contribution to national economies in all countries.

Aruba (71%), Maldives (57%), Saint Lucia (50%), Antigua and Barbuda (50%), Grenada
(47%), Saint Kitts and Nevis (38%), Seychelles (36%), Anguilla (34%), Saint Vincent and the
Grenadines (28%), Dominica (26%), Belize (25%), Bahamas, Cabo Verde (24%), Barbados (23%),
Montenegro (22%), Jamaica (20%), Georgia (20%), Montserrat, Croatia, Fiji (19%), Cambodia, and
Sao Tome and Principe (18%) are economies that are the most dependent on travel services exports.
The same for passenger transport services — Fiji, Antigua and Barbuda (7%), Panama and Malta
(4%), although about half of countries have missing data for this indicator. There is also some
minor dependence on construction services exports in Estonia (2%), Armenia and Belarus (about
1.5%).

Conclusions. The COVID-19 pandemic is currently the main factor of the global and
domestic demand, although it is not easy to forecast what country may become the next epicenter of
the pandemic. E.g. Italy was far from being the main country of origin or destination for tourism
links with China. But recession and changes in consumption and investment behavior are already
taking place simultaneously in many countries.

We used trade structure analysis to elaborate and calculate our index of foreign trade strength
under pandemic. We can conclude that there are three groups of the most resilient countries:

e which specialize in exports of medical and pharmaceutical products (Ireland and
Switzerland) or telecommunications, computer and information services (Ireland);

o food exporting countries (mainly some developing economies);

o several closed developing economies.

The most severely affected countries through the trade channel are likely to include:

e countries which largely rely on exports of machines and equipment (Singapore and
several Central European countries);

e oil exporting countries (mainly in the Middle East);

e heavily dependent countries on exports of travel services (especially small island
countries) as the most vulnerable group.

As for the main powers, India, Brazil, USA and China outperform Japan and the EU, while
the latter outperform Russia. Inside the EU Western European countries (they usually have an
average performance globally) have better positions than the Central European countries. But the
EU still may improve its resilience under cohesion scenario. Controlling for the fact that most of the
EU trade is within the union itself can also provide it with more optimistic ranks. Thanks to its food
exports, Ukraine has a better than average situation considering foreign trade strength under the
current COVID-19 pandemic. Small economies are vulnerable mainly because of their services
exports structure, while large economies — because of their goods exports structure.

However, our research results should be treated with caution because of uncertainty related to
the future trends in the pandemic and the mitigation measures. But our research is an early attempt
to decrease the uncertainty in forecasting international trade developments when a full-scale post-
hoc analysis is not possible yet.
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Absract. The article examines the current interaction, convergence and the state of formalization of
trade and competitive cooperation between the largest international integration groupings, namely,
negotiating the free trade area between them and determining the possible prospects for the
development of transregional integration. The aim of the study is to analyze the main trends of free
trade zones and agreements between the European Union (EU), United States-Mexico-Canada
Agreement (USMCA), Association of Southeast Asian Nations (ASEAN), South American economic
organization (MERCOSUR), the impact of transregional integration on trade and investment activities
of Member States and integration groupings in general. The analysis of current trends has indicated the
strengthening of the momentum of the negotiations on free trade zones between international integration
groupings and the establishment of the major global trend: the number and types of agreements on
trade and economic cooperation not only between countries, but also between interstate integration
groupings are growing, new free trade zones are being announced, and the range of concepts
regarding competitive advantages is being extended. It has been determined that trade and
competitive interaction of the global economy creates a stable platform for building up both
economic and competitive force, which leads to global economic development and enhances
hypercompetition. It has been proved that trade and competitive convergence of interstate integration
groupings leads to new forms and mechanisms of activities organization and as a result, the
prospects for the consolidation of free trade zones are emerging. Thus, the competitive position of
international integration associations in the global economy is being strengthened due to active
development of economic and trade cooperation, not only within the grouping of Member States, but
also in the parallel process of interaction with non-Member States and with international integration
groupings.

Key words: transregional integration, EU, USMCA, ASEAN, MERCOSUR.

Anotauisi. CraTTsi TpUCBSIYCHA OCTI/DKEHHIO Cy4YacHOI B3aeMOli, 30JIMKEHHS Ta CTaHy
¢dopmanizariii TOProBeIbHO-KOHKYPEHTHOT'O CIIBPOOITHUIITBA MK HAWOUIBIIMMU MIKHAPOJIHUMHU
IHTerpalifiHUMK yTPYIyBaHHSIMHU, a CaM€ BEJIEHHS IEeperoBOpiB MPO CTBOPEHHS 30HHU BUIBHOL
TOPTiBJI MK HUMH Ta BU3HAYEHHS MOMJIMBUX MEPCIIEKTUB PO3BUTKY TPAHCPETIOHAIBHOI IHTErpallii.
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MeToro JaHOTO JOCITIIKEHHS € aHali3 OCHOBHMX TEHJCHIi CTBOPEHHs 30H BUIBLHOI TOPTiBI Ta
JIOMOBJIEHOCTEH Mk €Bpomneiickkum coro3oM (€C), 3on010 BUThHOI TOpriBm CIIIA-Kanaga-Mekcuka
(FOCMKA), Acormiarmiero kpain IliBnenno-Cximnoi A3ii (ACEAH), croinpbHHM pUHKOM KpaiH
[Tliengennoi Amepuku (MEPKOCYVYP), BmimB TpaHCperiOHaIbHOI IHTErpaimii Ha TOPrOBEJIbHY Ta
IHBECTHIIIHHY isUTbHICTh KpaiH-WICHIB Ta IHTETpAIlifHUX 00’€qHaHb B LLUIOMY. AHami3 CyJacHHX
TEHJICHII TPOJIEMOHCTPYBAB MOCWJICHHS JMHAMIKU TIEPErOBOPIB IMOJO CTBOPEHHS 30H BLIBHOI
TOPTiBIi MK MDKHapOJAHUMH IHTETpalliiHUMU COI03aMH Ta YTBOPEHHS HaWBaKIIHUBIIIOTO
IO0ANBHOTO TPEHMY: 3pOCTa€ KUIBKICHA 1 BHJIOBA PI3HOMAHITHICTH JIOMOBJICHOCTEH PO
TOPTOBEJIbHO-EKOHOMIUHY B3a€EMOII0 HE TUIBKM MDK KpaiHamu, aje ¥ MDK MDKAEpKaBHUMH
IHTerpaliftHUMU YyTPYIyBaHHSMH, aHOHCYIOTHCSI HOBI 30HH BUIBHOI TOPTIBII, PO3IIUPIOETHCS KOJIO
KOHIICTILII CTBOPEHHS KOHKYPEHTHHMX mepeBar. byno BH3HAauYeHO, IO TOPTrOBEIbHO-KOHKYpPEHTHA
B3a€EMOJIisI Cy0’ €KTIB I100aJbHOTO TOCIOIAPCTBA CTBOPIOE CTAOUIBbHY IIaT(GopMy ISl HAPOIIECHHS
AK EKOHOMIYHOI, TaKk 1 KOHKYPEHTHOI CHJIM, IO 3YMOBIIOE€ 3araJlbHOCBITOBHH EKOHOMIYHUI
PO3BHUTOK Ta CHPHUSE MOCUICHHIO TIEPKOHKYpeHIlii. OOTpyHTOBAHO, IO TOPTOBEIbHO-KOHKYPEHTHE
30MKEHHS MDKIEP)KaBHUX IHTETrpaliiHuX 00’€THaHb MPHU3BOIUTH 10 (hopMyBaHHS HOBHX (OPM i
MEXaHI3My OpraHizaiii JisSUTbHOCTI 1 K HACIiJOK BUMAJIbOBYIOTHCS MEPCIEKTHBH YKPYITHEHHS 30H
BIJIbHOI TOpriBii. TakuM YMHOM, KOHKYPEHTHI TMO3HIIIi MIKHAPOIHUX IHTETpaliiHUX 00 €IHaHb Y
r7100aJIbHOMY TOCIIOJIAPCTBI 3MIIIOIOTHCS 3aBMISIKM aKTHBHOMY PO3BUTKY €KOHOMIKO-TOPrOBEIbHOI
CHIBITpaIli, HE TUIBKH y Mekax 00’ €IHaHHS MK KpalHAMH-YICHAMH, ajie 1 y mapajeTbHOMY IPOoIeci
B3a€EMO/IIT 3 KpaiHaMH, sIKi HE € YJIeHaMH Ta 3 MDKHAPOJIHUMHM 1HTETPAIliiHUMH COI03aMHU.
Kuiouosi ciioBa: Tpancperionansha interpauis, €C, KOCMKA, ACEAH, MEPKOCVYP.

AnnoTtanus. CtaTbs TOCBSIICHA UCCIIEIOBAHUIO COBPEMEHHOTO B3aUMOJICHCTBHUS, COMMDKCHUS U
COCTOSIHUSA ~ (pOpPMaTMU3alUN  TOPrOBO-KOHKYPEHTHOTO  COTPYIHHYECTBA MEXKIy KPYMHEHIINMU
MEXKTYHAPOTHBIMUA UHTETPAIMOHHBIMU TPYIIIUPOBKAMU, & UMEHHO BEICHUE TIEPErOBOPOB O CO3JIaHUH
30H CBOOOJHOW TOPrOBIM MEXIy HHUMH U OIpPEICTICHUE BO3MOXKHBIX TIEPCIIEKTHB Pa3BUTHSA
TPAHCPETUOHAIBHOM wuHTerparmu. Llenpio JaHHOrO WCCIeNoBaHMs SBISETCA aHAIU3 OCHOBHBIX
TEHJICHIIUH CO37]aHusl 30H CBOOOTHOI TOPrOBIM U JOrOBOpPEHHOCTEH MexIay EBpomelckum coro3om
(EC), 3omoit cBoOomHO# Toproeiu CIIIA-Mekcuka-Kananga (FOCMKA), Accouumaiueii rocyiapcTs
Oro-Bocrounoit Aszuu (ACEAH), oOumm peiHkoM ctpaH FOxnoit Amepuxu (MEPKOCYP),
BIIMSIHME TPAHCPETMOHAIBHON MHTETpAIllMi HAa TOPTOBYIO U MHBECTHIIMOHHYIO JIEATEIBHOCTh CTPaH-
YJIEHOB M WHTETPAIMOHHBIX OOBEIMHEHHWH B 1ETOM. AHAIW3 COBPEMEHHBIX TEHJCHIUI
MIPOJIEMOHCTPUPOBAIT YCUJICHUE JTWHAMUKHU TEPETOBOPOB O CO3JaHUU 30H CBOOOJHON TOPTOBIH
MEXIYy MEKIYHApOIHBIMA WHTETPAIIMIOHHBIMH COI03aMU M 00pa30BaHUsl BaXKHEUIIETO TI100aIbHOTO
TPEHJa: pacTeT KOJMYECTBEHHas M BHUIOBOE pa3HooOpa3ue JOTrOBOPEHHOCTEH O TOProBo-
SKOHOMHMYECKOM  B3aUMOJICHCTBMU  HE  TOJNBKO  MEXIy CTpaHaMH HO U MEXKIYy
MEXTOCYJapCTBEHHBIMU ~ HHTETPAMOHHBIMU ~ TPYIIIAPOBKAMH, AHOHCHUPYIOTCS HOBBIE  30HBI
CBOOOJHON TOPTOBIIM, pacIIUpsieTCss KPYr KOHLEMIUN CO3JaHHs KOHKYPEHTHBIX MPEUMYIIECTB.
beimo ompeneneHo, UYTO TOProBO-KOHKYPEHTHOE B3aMMOJICEUCTBHE CYOBEKTOB TJIOOQIBHOTO
X03sIiicTBa co37aeT CTaOuibHYI0 IUIaTGopMmy AN HapallMBaHHWs KaK SKOHOMHYECKOW, TaK H
KOHKYPEHTHOM CHJIBI, YTO IPUBOAUT K OOLIEMHUPOBOMY SKOHOMHUYECKOMY Pa3BUTHIO B CTIOCOOCTBYET
YCUJICHUIO  TUMEPKOHKYpeHIHH. (OOO0CHOBaHO, YTO  TOPTrOBO-KOHKYPEHTHOE  COMIKEeHHe
MEXTOCYIapCTBEHHBIX HHTETPAIMOHHBIX 00BEIUHCHHA MPUBOIUAT K (POPMHUPOBAHUIO HOBBIX (OPM U
MEXaHH3MOB OpraHU3allUU JIEATEIbHOCTH U KakK CIEJICTBUE BBIPUCOBBIBAIOTCA TEPCIEKTHUBHI
VKpYIHEHUsT 30H CBOOOJHOM  TOproBmm. TakuM  00pa3oM, KOHKYPEHTHBIC  ITO3HITUH
MEXTOCYJapCTBEHHBIX HHTETPAIIMOHHBIX OOBEIUHEHHH B TI00aThbHOM XO3MWCTBE YCHUIMBAIOTCS
Oylaromapsi aKTUBHOMY Pa3BUTHUIO 3KOHOMHKO-TOPTOBOTO COTPYAHHUYECTBA, HE TOJHKO B paMKax
O0BEIMHEHUS MEXIY CTpaHAMH-WICHaMH, HO M B TMapajelbHOM TPOIECce B3aMMOICHCTBHS CO
CTpaHAMH, HE SBIISTIONTUMUCS WICHAMH U C MEKTyHAPOIHBIMU HHTETPAIIMOHHBIMHU COFO3aMH.

Kurouessle cioBa: TpancpernonanbHast unterpauusi, EC, KOCMKA, ACEAH, MEPKOCVYP.
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Introduction. Within today's globalized world economy, almost all interstate integration groupings
face uncertainty regarding cooperation with non-Member States and other integration groupings. While
in recent years the economic integration of countries has developed intensively, today the
formalization of cooperation between interstate integration groupings, namely the negotiation of a
free trade zone between them is the phenomenon of great importance. The position of any
integration grouping proved to be determined not only by the internal potential and interaction
between the Member States of the grouping, but also by the degree of economic and competitive
cooperation, since it becomes apparent that the economies of the Member States of the integration
grouping cannot be restricted by the grouping, but must develop their economic and competitive
relations.

Analysis of latest researches and publications. The theoretical definition of transregionalization
is comprehensively presented in the works by Hénngi, H., Roloff, R., & Riiland, J. [Hanngi, H.,
Roloff, R., & Riiland, J., 2006], which prove that a broad understanding of transregionalism includes
both relations between regional groupings and regional groups and between groupings and third
countries. Baert, F., Scaramagli, T. & Soderbaum, F. in their work [Baert, F., Scaramagli, T. &
Soderbaum, F., 2014] highlight the existence of two integration groupings as a necessary
precondition for the establishment of classical transregional relations. Lay, ¥. & Lopez, L. in their
study [Lay, Y. & Lopez, L., 2008], identify types of transregional interaction. The issues of free trade
zones and trade and competitive cooperation of international integration groupings were covered in the
works by L. Ghiotto & J. Echaide [L. Ghiotto & J. Echaide, 2019], M. Baltensperger & U. Dadush
[M. Baltensperger & U. Dadush, 2019], S. Michalopoulos [S. Michalopoulos, 2019], C. Felter, D.
Renwick & A. Chatzky [C. Felter, D. Renwick & A. Chatzky, 2019], S. Manservisi & F. Fontan,
2019 [S. Manservisi & F. Fontan, 2019], M. Schneider-Petsinger [M. Schneider-Petsinger, 2019], E.
Wragg [E. Wragg, 2020].

The purpose of research is to study the interaction and convergence of interstate integration
groupings in terms of trade and competition and closely examine and analyze the negotiation processes,
as well as agreements between the largest interstate integration groupings: USMCA, EU, ASEAN
and MERCOSUR.

The main results of the research. The competitive status of interstate integration groupings in the
international arena is ensured not only by using the benefits of intra-regional cooperation, but also by
deepening trade and economic ties with other actors in the global economy, including international
integration associations. Current realities show a tendency to strengthening the momentum of the
negotiations on free trade zones between international integration groupings and the establishment of the
major global trend: the number and types of agreements on trade and economic cooperation not only
between countries, but also between interstate integration groupings are growing, new free trade
zones are being announced, and the range of concepts regarding competitive advantages is being
extended. Trade and competition between actors of global economy creates a stable platform for
building up both economic and competitive forces, which leads to global economic development and
enhances hypercompetition.

The process of interaction between groupings is inherently a new phenomenon, so it deserves a
detailed analysis. Negotiations on the free trade zone are actually at the stage of arrangement of all
major trade and competitive blocs. In other words, today there is a transformation of foreign
economic activity in terms of the processes of international economic integration and disintegration.
Thus, the rapid growth of “inter-grouping ties” within the framework of the recent interaction of the
largest interstate integration groupings, is explained by the search for competitive advantages.

In June 2019, after twenty years of negotiations between the European Union and the countries
of the South American Common Market (MERCOSUR), the agreement was reached to establish an
ambitious, balanced and comprehensive free trade zone. The agreement will partially repeal most of
the current tariffs on exports from the EU to the MERCOSUR countries. However, there is still
considerable uncertainty about the next steps [L. Ghiotto & J. Echaide, 2019].

“The agreement will create free trade zone for 780 million people, will bring the two
continents in a spirit of cooperation and openness. We agreed with our colleagues and allies with
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whom we have strong historical links and with whom we have successful cooperation in other areas.
The agreement will save European companies over €4 billion in duties”, Commissioner for Trade
Cecilia Malmstrom said [European Commission, 2019].

Thus, in our opinion, the free trade agreement between the EU and MERCOSUR will have
positive economic effects for both groupings, especially given the growing trade tensions in the
global market. In terms of the MERCOSUR Member States, the aforementioned free trade zone will
contribute to the diversification of trade and competition relations and reduce their dependence on
USMCA Member States, significantly build up competitive force and enhance international prestige
of the grouping, not to mention the markets for products (it will allow Argentina and Brazil to
strengthen their integration into global value chains). The European Union is one of the largest
partners for MERCOSUR in trade and investment. Trade with EU Member States accounts for
17.1% of the bloc's total trade (see Figure 1).
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Figure 1. EU-MERCOSUR: trade in goods
Source: [European Commission, 2020]

In 2019, EU exports to MERCOSUR Member States amounted to €41 billion (vehicles,
transport equipment, chemicals and pharmaceuticals), while MERCOSUR exports to the EU was
€35.9 billion (agricultural products such as food, beverages and tobacco; plant products, including
soy and coffee and animal products). The European Union exported €21 billion in services to
MERCOSUR, while MERCOSUR exported €10 million in services to the EU in 2018. The EU is the
largest foreign investor in the region, and accumulated investment capital increased from €130
billion in 2000, when negotiations had just begun, to €365 billion in 2017. MERCOSUR is the EU's
main investor, with €52 billion in 2017 [European Commission, 2020]. It should be noted that the
mutual trade between these two integration groupings developed dynamically. Viewed the EU-
MERCOSUR export as a whole, from 1998 to 2018 it increased 1.9 times, and MERCOSUR-EU
export increased 2.3 times (see Table 1).
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Table 1
EU-Mercosur trade over time in $ billions
EU exports to Mercosur 1998 2008 2018
Agricultural, forestry, and fishery 0.2 0.2 0.5
Mineral commodities 0.1 1.7 3.5
Manufacturing 25.9 44.6 44.7
Total exports 26.1 46.5 48.6
Mercosur exports to EU 1998 2008 2018
Agricultural, forestry, and fishery 5.3 16.0 8.0
Mineral commodities 1.9 12.9 5.7
Manufacturing 11.9 44.2 30.0
Total exports 19.1 73.1 43.7

Source: [M. Baltensperger & U. Dadush, 2019]

The interest of the European Union is based not only on the attractive commercial
opportunities of MERCOSUR, but also on the restoration of historical relations with the states of
South America and the possibility of creating another multipolar world. However, some experts
express concern about this agreement, which is mainly based on the following issues: possible
economic losses for the EU agriculture; Brazil's stance on environmental protection, since tariff
reductions will affect deforestation (Amazon fire outbreak in 2019).

“The trade deal recently reached between the EU and MERCOSUR countries is devastating
for European farmers”, Pekka Pesonen, Secretary-General of the EU farmers and cooperatives’
association said [S. Michalopoulos, 2019]. In general, European farmers strongly criticize this
agreement and emphasize that lowering tariffs and increasing quotas on agricultural products such as
beef and chicken threaten their business [EU-MERCOSUR, 2019]. Analysts warn that interest
groups could once again delay progress [C. Felter, D. Renwick & A. Chatzky, 2019]. Thus, it is
evident that the problems of interaction and behavior patterns of interstate integration groupings in
global competitive space depend on many factors.

At the heart of trade and competitive cooperation between the European Union and the
Association of Southeast Asian Nations is the start of the dialogue in 1977, which was officially
institutionalized in 1980. However, relations between the EU and ASEAN changed and expanded,
and in January 2019, at the 22nd ASEAN-EU Ministerial Meeting, a joint statement was approved,
where it was agreed to upgrade trade and competition relations. The Foreign Ministers reaffirmed
their bilateral interest in strengthening relations and enhancing cooperation of mutual importance
[ASEAN Secretariat’s, 2020].

Some of the main tools of the dialogue between the European Union and ASEAN are:
Enhanced Regional EU-ASEAN Dialogue Instrument for 2016-2024 (E-READI), whose total
budget reaches €20 million, Enhanced ASEAN Regional Integration Support from EU 2017-2022
(ARISE-Plus), whose total budget accounts to €41 million; EU Support to Higher Education in
ASEAN Region 2019/2021 (EU SHARE), with total budget €10.3 million; Biodiversity
Conservation and Management of Protected Areas ASEAN 2016-2021 (BCAMP), with total budget
of €10 million. It is undeniable that such instruments strengthen the cooperation between these
integration groupings, and the interaction between the European Union and the Association of
Southeast Asian Nations is intensive.

As of 2020, negotiations on the establishment of a joint EU-ASEAN free trade zone occur
mainly in the form of bilateral negotiations between the Member States of the Association of
Southeast Asian Nations and the European Union. These bilateral trade and investment negotiations
serve as the foundation for the future free trade agreement between the mentioned integration
groupings. ASEAN Member States are more independent than the EU Member States, as they can,
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for example, agree separately to create a free trade zone with any actors in the global economy, both
with other states and with interstate integration groupings, while within the European Union an
agreement on the establishment of a free trade zone is possible only in the form of the EU plus any
actor of the global economy. The European Union is negotiating with all ASEAN Member States [S.
Manservisi & F. Fontan, 2019].

Bilateral negotiations with two ASEAN Member States have already been completed and a
free trade zone was established: the EU-Singapore (EUSFTA) in 2014 and Vietnam (EVFTA) in
2015. The ultimate objective of the European Union is to create a free trade zone with ASEAN.

ASEAN is the third largest EU trade partner outside the EU, after the US and China (€237.3
billion in 2018). The European Union is the second largest trading partner for ASEAN after China,
accounting for about 14% of trade. The EU is currently the largest investor in ASEAN Member
States. In 2017, shares of foreign direct investment in ASEAN amounted to €337 billion, and
ASEAN's investment in Europe increased to more than €141 billion. The EU mainly exports
chemical products, cars and agricultural products to the Member States of the Association of
Southeast Asia. The main imports from ASEAN to the EU are cars and transport equipment,
agricultural products, textiles and clothing (see Figure 2).
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Figure 2. EU-ASEAN: trade in goods
Source: [European Commission, 2020]

Given that regionalization and globalization are the main trends in the current global
competitive environment, and small ASEAN states, with the exception of Indonesia, can build up
their economic and competitive force only through international and inter-union cooperation,
comprehensive cooperation between the European Union and the Association of Southeast Asian
Nations will help ASEAN find an effective model of integration and narrow disparities in economic
development between Member States.

The two economic and competitive giants, such as the EU and the USMCA, interact in the
format of bilateral relations, namely the European Union + USMCA member state. EU-US trade and
investment relations affect not only their economies but also the world economy as a whole. The US
and the EU are the largest trading partners for each other and represent the major trade and
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competitive relations between the actors of the global economy. In general, the US and EU
economies account for about half of world GDP and almost a third of the world trade flows.

Given the scope and level of integration of the transatlantic economy, there is current interest
in formalizing the structure underlying trade and competition relations between the United States
and the European Union. Negotiations for the Transatlantic Trade and Investment Partnership
(TTIP) were formally launched in 2013. However, following 15 rounds of negotiations, the talks
were suspended at the end of 2016. This was in part due to the change of administration in the US,
but TTIP negotiations had stalled even before the election of Donald Trump over contentious issues
such as agriculture, public procurement and investment protection. Neither the US nor the EU has
officially withdrawn from the TTIP negotiations. After a two-year hiatus, in October 2018, the
Trump administration announced the resumption of negotiations on a trade agreement with the EU
[M. Schneider-Petsinger, 2019].

The driving force of transatlantic integration is investment, which promotes growth and jobs on
both sides of the Atlantic. Total US investment in the EU (the balance of EU-US foreign direct
investment in 2018 was €375.4 trillion) is three times higher than in Asia, and EU investment in the
US is around eight times the amount of EU investment in India and China together. It is estimated
that a third of the trade across the Atlantic actually consists of intra-company transfers. The
transatlantic relationship also defines the shape of the global economy as a whole. Either the EU or
the US is the largest trade and investment partner for almost all other countries in the global
economy [European Commission, 2020].

In 2019, exports of EU goods to the US amounted to €384.4 billion, while US exports to the
EU amounted to €232.0 billion. The European Union exported €179.4 billion in services to the US,
while the US exported €196.2 million in services to the EU in 2018 (see Figures 3 and 4).
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Figure 3. EU-USA: trade in goods
Source: [European Commission, 2020]
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Figure 4. EU-USA: trade in services
Source: [European Commission, 2020]

Bilateral economic and competitive cooperation between the EU and the US in terms of mutual
trade is unprecedented. Despite such large volumes of trade, the EU and the US face a number of
trade and competition disputes.

Mexico was the first North American country to sign an economic partnership agreement with
the European Union in 1997, which entered into force in 2000. In 2016, a dialogue on the
modernization of this agreement began, and after four years of negotiations on new trade relations
between the European Union and Mexico, they ended with a free trade agreement. Under this
agreement, virtually all trade in goods between the EU and Mexico will be duty free.

“While most of our efforts have been focused lately on tackling the coronavirus crisis, we have
also been working to advance our open and fair trade agenda. Openness, partnerships and
cooperation will be even more essential as we rebuild our economies after this pandemic. Together
with our Mexican partners, we share similar views and that our continued work could now come to
fruition. This agreement will help both the EU and Mexico to support our respective economies and
boost employment”, said EU trade commissioner Phil Hogan [E. Wragg, 2020].

In 2018, the EU was Mexico's second biggest export market after the United States. The EU's
key imports from Mexico are transport equipment, machinery and appliances, mineral products, and
optical/photographic instruments. The EU was Mexico's third-largest source of imports in 2018,
after the US and China. Key EU exports to Mexico include machinery and appliances, transport
equipment, chemical products, and base metals. In services, the EU imports from Mexico mostly
travel and transport services. EU services exports to Mexico consist mainly of business services,
transport services, travel services, and telecommunications, computer and information services.

In 2019, exports of EU goods to Mexico amounted to €37.6 billion, while exports of Mexico to
the EU amounted to €24.3 billion. The European Union exported €11.6 billion in services to Mexico,
while Mexico exported €5.5 million in services to the EU in 2018 (see Figures 5 and 6).
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Figure 5. EU-Mexiko: trade in goods
Source: [European Commission, 2020]

14

12

10

BILLIONS

2016 2017 2018

B EU imports B EU Exports M Balance

Figure 6. EU-Mexiko: trade in services
Source: [European Commission, 2020]

Negotiations on the free trade zone between the EU and Canada began in 2009, and in 2017 the
EU-Canada Comprehensive Economic and Trade Agreement (CETA) entered into force. It provides
for the abolition of 99% of customs tariffs and brings economic benefits primarily for small and
medium-sized businesses, allowing duty-free export of almost all manufactured goods, reducing the
time for customs control and making the movement of goods cheaper and faster.

The EU is Canada's second-biggest trading partner after the United States, accounting for 10 %
of its trade in goods with the world in 2018. Canada accounted for almost 2 % of the EU's total
external trade in goods in 2018. The products that the EU and Canada export to each other:
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machinery (25.6 % of EU exports to Canada and 24.3 % of its imports); chemical and
pharmaceutical products (16.2 % of EU exports and 9.1 % of its imports); transport equipment (15.6
% of EU exports and 7.0 % of its imports). Trade in services between the two parties amounted to
€34.9 billion in 2017 (services exported between Canada and the EU are transport, travel, insurance
and communication services). In 2017 The EU exported €14.4 billion more in goods and services to
Canada than it imported.

In 2019, exports of EU goods to Canada amounted to €38.3 billion, while Canadian exports to
the EU was €20.7 billion. The European Union exported €19.0 billion in services to Canada; while
Canada exported €13.5 million in services to the EU in 2018 (see Figures 7 and 8).
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Figure 7. EU-Canada: trade in goods
Source: [European Commission, 2020]
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Figure 8. EU-Canada: trade in services
Source: [European Commission, 2020]
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Conclusion. Competitive positions of international integration groupings in the global
economy are being strengthened due to the active development of economic and trade cooperation,
not only within the grouping of Member States, but also in the parallel process of interaction with
non-Member States and with international integration groupings. This process is based mainly on
bilateral agreements and talks on the free trade zone, which involve interstate integration groupings,
and not only individual states. This determines a new phenomenon of cooperation formalization
between interstate integration groupings, namely the negotiation of a free trade zone between them.
The position of any integration grouping is increasingly being determined not only by the internal
potential and interaction between the Member States of the grouping, but also by the degree of
economic and competitive cooperation, since it becomes apparent that the economies of the Member
States of the integration grouping cannot be restricted by the grouping, but must develop their
economic and competitive relations. Currently, trade and competitive convergence of interstate
integration groupings leads to new forms and mechanisms of activities organization and as a result,
the prospects for the free trade zones consolidation are emerging. Interstate integration groupings
are being involved in the global trade and competitive environment through the intensification of
their foreign economic relations, taking into account the special positions of Member States.
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Abstract. The article aims to study and analyzes the political and social —economic changes

in the process of system transformation. The paper represents an attempt to understand the content
of system transformation, causes of successful and inefficient practices, and proposes
recommendations for its improvement.
The hypothesis of the study is to estimate how the vector development depends on the degree of
economic, political, social transformation, as well as the overall indicators (market and
democratic) transformation. The study discusses the concepts systemic transformation, describes
types of transformation, proposes classification of basic approaches, determines the impact of
transformational changes on economic growth in a country, and analyzes the vector development
relationship from transformational changes, defines contributing and slowing down factors.

Keywords: System transformation, transformational change, economic development,
interdisciplinary approach.

Anomauin. Cmamms cnpaMo8aHa HA GUBYEHHS MA AHANI3 NOJIMUYHUX MA COYIAIbHO-
EeKOHOMIYHUX 3MIH Y npoyeci cucmemnoi mpancgopmayii. Y cmammi npedcmagnena cnpoba
3pO3yMimu 3Micm CUCmemHoi mpaucgopmayii, NPUYUHU YCRIWHUX Ma HeepeKMUBHUX NPAKMUK,
3anpononosani pexomenoayii wodo ii 0ockoHanenHs. linomeza 00cniodxcenHs Noasieae 8 OYiHYi
Mo2o, AK B6eKMOp PpO3GUMKY 3ANeHCUmb 6i0 CMYNeHs eKOHOMIUHOI, NONIMUYHOL, CcoYianbHOT
mpaucgopmayii, a maKoxc 3a2a1bHUx NOKA3HUKIE (PUHKOBOI ma 0eMOKpamuyHoi) mpancgopmayii.
Y oocnioscenni  pozensoaromecsi nowsmms cucmemuoi mpancgopmayii, onucyromecs munu
mpancopmayii, 3anponoHosaHa  Kiacu@ikayis OCHOBHUX NIOX00I8, BUSHAYAEMbCSA — BNIUG
MPAHCHOPMayitiHux 3MiH HA €KOHOMIuHe 3POCMAHHA 8 KPAiHI ma aHANi3yEMbCS 63AEMO38'130K
8eKmMopa po36UMKY 6i0 MPAHCHOPMAYIUHUX 3MiIH, BUHAUAIOMbCA YUHHUKU AKI CHPpUAIOMb abo
VNOBINbHIOIOMb PO3EUMOK.

Knrwowuosi cnosa: mpancghopmayis cucmemu, mpamcgopmayitini 3MiHU, eKOHOMIYHUL
PO3BUMOK, MIHCOUCYUNTIHAPHULL NIOXIO.
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Annomauusn. Cmamvsi HanpasieHa HA uzydenue u aHaiu3 NOJUMUYECKUX U COYUATbHO-
IKOHOMUYECKUX USMEHEHUl 8 npoyecce CUCMeMHOU mpaunc@opmayuu. B cmamve npedcmasnena
HONBIMKA  UCCLe008AMb  COOEPHCAHUE CUCMEMHOU Mpanchopmayuy, npuduHvl YCHEUWHbIX U
HeapheKmusHbIX NPAKMUK, NPeoiodcumsb peKomeHoayuu 0is ee cosepuiencmeosanus. I unomesa
uccne0o8anusi  3aKnOYAemcss 8 OYeHKe 3A8UCUMOCMU  BeKMOpd pa3eumusi Om  CMeneHu
IKOHOMUYECKOU, NOJUMUYECKOU, COYUANbHOU Mpancopmayuu, a makdce oOwux noxkasamenetl
(PHIHOUHOU U OeMOKpamu4ecKkoll) mpancopmayuu. B uccredosanuu paccmampuaromest NOHIMue
CUCTEMHOU MPAHCHOPMAYUY, ONUCHIEAIOMCS MUNbL MPAHCHOPMAYUL, NPEOSIONCEHA KIACCUDUKAYUS
OCHOBHBIX N0OX0008, ONpedeslemcs. GIUIHUe MPAHCHOPMAYUOHHBIX USMEHEHUL HA IKOHOMUUECKULL
pocm 6 cmpane U aHAIU3UPYemcst 83AUMOCE53b 6EeKMOPA PA36UMUs OM MPAHCHOPMAYUOHHBIX
UsMeHeHUll, onpedessitomcst hakmopsvl Cnocoocmayoujue Uiy 3amedasouue pasumue.

Knrouesvle cnosa: mpancopmayus cucmemvl, MpancGhopmayuonuvie UMeHeHusl,
9KOHOMUYECKOE PA38UMUe, MeNCOUCYUNTUHAPHBIU HOOXO0O.

Introduction.

The paper represents an attempt to understand the content of system transformation, causes of
successful and inefficient processes, and proposes recommendations for its improvement with
regard to Ukraine.

The study hypothesis is to estimate how the vector of development depends on the degree of
economic, political, social transformation, as well as the overall indicators (market and democratic)
transformation in Ukraine. The first part of the study discusses the concepts of systemic
transformation, describes types of transformation, and determines the impact of transformational
changes on economic growth in a country.

At the second part of the paper, we define which types of transformational reforms contribute

to GDP growth, and what it slows down it.
The source of information is data of the Bertelsmann Stiftung’s Transformation Index (BTI) 2003-
2018, of the Democracy Barometer, World Bank database, Heritage Foundation and national
statistics. The methods for research include the interdisciplinary approach - classification of basic
system transformation approaches, statistical methods - transformation modelling, and descriptive
analysis - economic performance assessment. The used indicators are relevant for analysis, and they
are comparable with the theory we applied.

The purpose of research is to analyze the political and social — economic changes in the
process of system transformation, and to single out factors that have led to a more sustainable
strategy of political and social — economic development.

Recent literature review. A review of the scholarly and refereed literature shows the
existence of a wide variety of theories different views, and approaches. The system transformation
analyzed in the context of economic, political and social transformation. This process characterizes
the democratization of all spheres in the country’s life, formation civil society, sequencing reforms,
creation new kinds of institutions, and new management mechanisms usage. The application
interdisciplinary approach directs to apply the methods used for social problems solution based on
systemic comparative analysis of the different disciplines in other areas of knowledge, generating
new interdisciplinary principals and instruments. As part of the study, we consider the analysis of
the main theoretical approaches of the system transformation without diminishing the role of others.

The system transformation theories reflect complex process combining economic, political,
social, and cultural components. The political transformation accompanied by the change from
authoritarian to democratic regime. Political transformation includes elimination of the old political
system, creation of the new political structures, organization of system functioning based on
democratic mechanisms and procedures. Carothers (2002) claims that the transition paradigm rests
on the assumption that democratic transitions making up the third wave are being built on coherent,
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functioning states. The process of redesign of state institutions suggests the creation of the new
electoral institutions, parliamentary reform, and judicial reform.

According Polanyi (2001) transformation forces various groups to offer their own ways to
adapt to the new situation, and the proposed methods reflect both the interests of the group itself
and wider public interests. An important role in transformation assigned to governments of states,
citizens, and individuals. Holscher et al (2018) differentiate concepts transition and transformation,
referring to change in complex adaptive systems and large- scale societal change processes. Authors
draw attention to the implications on study of elements for change. Transition analyses changes in
societal subsystems (e.g. energy, mobility, cities), focusing on social, technological and institutional
interactions. Transformation refers to large-scale changes in whole societies.

Boettke and Leeson (2015) assert that “political —economic presumptions” reflect different
evaluations of the costs and benefits of extending government’s reach into the economic domain,
which in turn give rise to different “default” positions regarding the appropriate role of government.
Beichelt (2012) analyses the levels of democracy new EU members’ states, and states that in some
dimension which form of the EU’s trans and supra-national regulatory system affects the quality of
democracy and existing relationship.

Main research results. The classification of basic system transformation approaches
presented in table 1. The classification criteria define title, authors, and subject of application,
typical attributes and applied methods. We highlighted approaches based on their grouping
according to one or more dimensions of transformation. We attempted to unite and analyze the most
significant system transformation approaches without decreasing the significance of those not
considered in this paper. This approach directed to analyze, and apply the transformation theories
for Ukraine. Data use for Ukraine applied for verification and application theories in further
sections of article.

Table 1.
Classification of Basic System Transformation Approaches

Ne Title Authors Subject of | Typical Attributes Applied Methods
Application

Approach to one dimension

1 New Pezoldt & Political The choice of political Institutional
transformation Koval (2018) | transformation. regime depends on the analysis, rational
theory. needs of the population. choice theory.

2 The microcosmic | Goorha Political The role of political Macrocosmic
evaluations of (2017) transformation. communication and the studies of
modernization. media, bureaucratic modernization.

corruption.

3 Organization Baron Political The legal and political Behavioral theory.
theory of law. &Wilkinson- | transformation. institutions play the central | Behavior rules for

Ryan (2018) role in allocation power asymmetric
within a society. The law’s | distribution
application needs reducing | properties approach.
the probability or harm of
impulsive choices.

4 Structural Herrendorf, Economic The reallocation of Theory of social
transformation. Rogerson, transformation. economic activity across the | capital. Qualitative

Valentinyi broad sectors agriculture, approach.
(2013). manufacturing and services.
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Social capital as a

“product of
government
institutions

Thomas &
Hendrick-
Wong, (2019)

Social
Transformation.

The more productivity
segments of the society
would generate new
opportunities for more
productive activities that

would benefit.

Qualitative
approach.
Interdisciplinary
methods for
political, economic
and sociology
research.

Approach to two dimensions

6 The stabilization Glinkina & Political The criteria for completing | Multilevel analysis
of the post Koval (2015) | transformation. the post-socialist transition | of post-communist
socialist state in Economic is stabilization of post transformations for
orbit of the transformation. socialist state being geo- social-economic
planetary system. economic center of effects.

attraction or formation such
center by the country
independently.

7 Path dependency | Gigante Economic The interpretations of Mechanisms of
approach in (2016) transformation. economic behavior, through | standardization and
cognitive and Social the explanation of change of
institutional transformation. individual and social institutional norms.
economics mechanisms.

8 New Institutional | Zweynert & Political The allocation of formal Sociological
Economics. Goldschmidt | transformation. and informal rules. evolutionary theory,
(Institutional (2006) Social Institutional structure of the | an integrated
Transplantation). transformation. state, real institutes approach to

(organizations), household household systems’
systems. analysis.

9 Neo Institutional | Drahokoup Political Analysis of property rights. | Principle of
Economics. (2009). transformation. Transaction costs. methodological
(Varieties of Economic Organizational forms of individualism.
Capitalism). transformation. behavior in contract’s Rational behavior of

relations. economically

isolated agents.

Approach to three dimensions

10 | The model of Boaky Transformation of | The social integrative Models of social
sociopolitical and (2007) various levels. process reallocates fragmentation,
economic resources from inefficient dynamics of output
transition. use (political power per-capital,

struggle or even political economic growth.
conflicts) to efficient use
(production).

11 | Substantial change | Merkel etal. | Transformation of | The change of the Multidisciplinary

of political and (2019) various institutional environment, approaches and

social systems.

institutions’ levels.

and patterns of behavior, of
economic agents. The
alteration of the entire
social structure of
institutions.

methods. The
decisions of
intentionally acting
subjects. Macro-
qualitative,
comparative
methods.

Source: Author’s approach for classification.

Approach to one dimension

We will continue our study with analysis of approaches based on one dimension of
transformation. Pezoldt & Koval (2018) proposes new transformation theory that explains changes
in economic systems are dependent on the needs of citizens. Thus, the choice of political regime
depends on the needs of the population, and there is no predetermined direction of transformation.
Authors apply institutional analysis and rational choice theory to justify the necessity of political
transformation. They emphasize political transformation, and consider that this theory defines the
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form of the relation, which depends on those mechanisms that set in emotion the transformation
processes within the subsystems (Pezoldt, Koval, 2018).

Further political transformation research turns our attention to the modernization theory that
deals with the process of adapting something to modern needs or habits. The concept of political
modernization applies to countries transitioning from traditional to modern industrial society. With
regard to the microcosmic evaluations of modernization Goorha (2017) notes that it emphases on
the componential elements of social modernization such as urbanization, gender and income
inequality, skills acquisition and education, the role of political communication and the media,
bureaucratic corruption, and so on. At a broader level are the macrocosmic studies of modernization
focused on the empirical trajectories and manifest processes of the modernization of nations and
their societies, economies, and polities. Wallace & Haerpfer (1998) assert that a particular model of
political, economic and societal modernization dominated in East European countries based up a
version of Marxist theory.

Further research led to the study the behavioral theory, describing the political
transformation as some changes in human behavior. Behavioral approach studies the influence of
social, cognitive and emotional factors on economic behavior, economic decision-making by
individuals and institutions, and the consequences of this effect on market variables. Behaviors’
based theory of motivation indicates that by manipulating certain behaviors in employees, they are
more or less likely to perform. Teitelbaum & Zeiler (2018) emphasize behavior economic theories,
and draw attention on motivation theory. Firms exploit technological complementarities along the
supply chain. This reduces transaction costs, and increases consumer surplus. The firm’s
opportunistic behavior is directed to gain control over production processes. The application
behavior theory for company’s activity provides basis for overcoming informational imperfections,
and externalities’ internalization. Authors emphasize that these theories are the key to
understanding potential motivations behind exclusionary arrangements. Motivations drive our
regulatory intuitions increase their market power in other markets or give advantage of their
monopoly positions.

The legal forms of behavior are the subject of works discussing organization theory of law.
The legal and political institutions play the central role in allocation power within a society. They
constrain political decisions via the application of law enforcement mechanism. Baron &Wilkinson-
Ryan (2018) argue that the forces that produce irrational biases are not fully understood, and are
likely to remain. Nevertheless, civilization and its army of educators will be waging a constant
battle against these forces, but they will probably continue to exist. Thus, the design of the law and
its application may need to consider how it can deal with irrationality for the foreseeable future.
Scientists draw attention to on legal approaches to reducing the probability or harm of impulsive
choices.

The behavior theory use is directed to the consolidation of the new set of behavior rules with
asymmetric distribution properties. It causes the improvement of the negotiation process of all
participants in the contract process. The evolution of power relation of economic agents affects the
people’s behavior. The process of learning influences the change of informal patterns of behavior.
They include the problem of credit, labor relations, asymmetric information, and opportunistic
behavior. The regulation of economic activity of social agencies provided via the negotiation
process. The coordination problem connected with the behavior of economic agents. The absence of
getting of any advantages of different people’s groups destroys the basis of the domination of the
representatives of oligarchy, and corrupted groups in the institutional structure.

Economic transformation involves a series of reforms, the substitution of one system of
resource allocation for another. Reform approaches undertaken after 1990 in Central and Eastern
European countries considered pragmatic and lacked a theoretical fundament. Gomulka (1994)
derives four phases for a typical transition. Phase one focuses on macro stabilization, phase two - on
structural adjustment, phase three - on the recovery of growth, and phase four - on sustaining
growth and macroeconomic balance. The theory of the structural transformation of social
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production formed as a comprehensive analysis result of a qualitatively new economic situation. It
directed to discover the characteristic features of the emerging post-industrial economic system.
Scientists argue that structuration processes embedded in and were dependent on changing
international and transnational context conditions offering opportunities for developing in new
directions (Merkel et al, 2019, 361). Considering the structural transformation of social production,
the vast majority of researchers mention the radical acceleration of technological progress. This
process accompanied with a decrease in the share of material production in the total social product,
the development of the services and information sector, a change in the motives and nature of
human activity, as well as the emergence of a new type of resource. Structural transformation refers
to the reallocation of economic activity across the broad sectors agriculture, manufacturing and
services (Herrendorf et al., 2013).

The social transformation reflected in the theory of social capital, designating the social
forms of communications, leading to the development and accumulation of new skills and
knowledge. Social capital defines as a “product of government institutions”, as dependent on how
groups make their own choices or decisions, and it produced through “purposive external
interventions” (Thomas & Hendrick-Wong, 2019, 64). The authors argue that under conditions of
inclusive growth (absence of barriers of exclusion,), when some parts of the society are enjoying
faster growth in productivity than others, it results in a “win-win” — situation. The more
productivity segments of the society would generate new opportunities for more productive
activities that would benefit even those who are slower moving or less successful, pulling the entire
society along. In this regard, democratizing productivity is also the most productive way of
improving income equality (Ibid, 2019, 10).

Theory of social transformation describes transformation process via defining forms of
social relations, institutional and system change. Sociology approach deals with the concepts of
social structure, social capital, and system of social relations. The social transformation questions
are deeply discussed in the in works by Simmel, Parsons, and lately by Luhmann, Beck, Giddens,
Habermass and others. Social transformation defines through social changes in institutions, norms,
values, and hierarchies, and results in the formation of civil society. Thus, managing economic units
as well as global business requires balancing forces between homogenization and differentiation. In
order to rephrase the issue: the management of the trade —off between integration and variety (for
example cultural responsiveness) can be informed by an evolutionary account of how social
systems unfold (loannides, 2008, p. 200).

Zaslavskay (2010) characterizes the transformational society structure as the system of social
subjects at macro, meso and micro levels, interaction which defines the driving force behind the
transformation process._Gurenkova (2016) holds the views that social disintegration provides the
separation of elements that united. The most common forms of disintegration are the collapse or
disappearance of shared social value, shared social organization, institutions, norms and common
interests.

Cultural Economics approach Guiso, Sapienza and Zingales (2006) consider the dependence
of impatience and our respect for laws degree as cultural phenomenon. All economic decisions have
cultural components. They compound personal preferences, expectation formations, and perception
of risk. Such approach influences the essence of majority economic concepts. The economy and
culture are inseparable.

Culture can also affect behavior and outcomes through its effect on political preferences of
individuals about what governments should do: for example, how much government should
interfere in economic life. Competition, market regulation, income redistribute, social security
program, nationalization of certain industries and businesses relate to the government’s regulation
functions of economy (Guiso et al., 2006, 40).

Approach to two dimensions

The two dimensions of political and economic transformation investigated in a number of
works of Western and East European scientists. Glinkina and Kulikova (2010) apply the
methodology of the multilevel analysis of post-communist transformations for social-economic
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effects assessment of system transformation in Central East European countries. The “socialist
development period” perceived as a “lapse” from historical development process for humanity (an
experiment, crime, etc.) and, accordingly, transformation transition as a return to the bosom of
civilization. Transition analyses through borrowing existing West type institutions in the developed
countries in the hope of catching up with modernization. Scientists propose the hypothesis that the
stabilization of the post socialist state in orbit of the planetary system built by geo-economic centers
of attraction. This practice leads to the result that in form the same economic processes taking place
in different groups of post-socialist countries filled with significantly different contents.

Many researchers apply path dependency theory to explain the sequencing institutional
reforms and practices. Path dependency theory explains how the set of decisions one faces for any
given circumstance. It is limited by the decisions one has made in the past or by the events that one
has experienced. This theory refers to a dynamic property of allocative processes. It may be defined
either with regard to the relationship between the process dynamics and the outcome(s) to which it
converges, or the limiting probability distribution of the stochastic process under consideration
(David, 2010).

Gigante (2016) proposes path dependency theory in cognitive and institutional economics. It
is non-linear processes, which can be split in multiple steps: each of them follows a specific
direction, according to non-ergodic and upsetting pressures. The author investigates the dependent
character of learning processes, shown by cognitive and neurobiological studies, and suggests
interpretations of economic behavior, through the explanation of individual and social mechanisms
intervening in learning processes, but it has also clarified some mechanisms of standardization and
change of institutional norms.

The use of path dependency theory for economic and social transformation study illustrates
incomplete transition in Ukraine. Discrete system transformations are historical exceptions quite
often triggered by crises. In the end, they generally level off into evolutionary development. Merkel
et al. (2019, 2 — 5) affirm that three elements introduced into what has now become political
transformation theory: actors, decision, and contingency. A short interval between political regime
change and onset of economic transformation, and a fast pace of reform will increase
transformation package, and will reduce political bargaining costs (Ibid, 359).The great
socioeconomic changes thus give up the way to the problematic of the short-term behavior of
concrete actors that may lead to genuine transformation.

The disappointing results of the economic reforms and incomplete transition in the majority
of East European countries raise questions to single out and apply such theory that could be a
methodological and theoretical basis for the justification and practical implementation of the
program for transforming countries. Scientists are looking at the institutional theories, which, in
their arsenal, along with economical methods, use sociological, legal, and political science research
tools. The expansion of the object of institutional analysis and the inclusion in it norms, rules, forms
of organizational behavior allow us theoretically and methodologically to explain the current
changes and suggest measures at accelerating the transformation process. “Under institutes, — points
out Knight (1992), — we will consider a set of the rules, with the help of which confirms definitely
established relationships in the company. The knowledge of these rules and their fulfillment are
necessary and should be executed by all members of company.” The market acts by the economic
regulator ensuring effective operation of a market system. It provides selection institutions. The
priority relates to those institutions, which everyone provides the rational behavior of the economic
agents, and result in minimization of transaction costs.

The institutional approach explains the emergence of institutions, elucidates the institutional
order, and assesses the institutional change. Scientists distinguish the transformation from any kinds
of reforms in the society through the results of system changes in the completely political and
economic structure of the state. North (1990) believes that institutional change shapes the way
societies evolve through time and hence is the key to understanding historical change.
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The institutional methodology provides the mechanism for individual choice of economic
agents, and use of constraints methods. They determine the mode of the interrelation between
organizations and economic agents. The institutions consider as the internal constraints for
economic behavior of agents, functioning in the economic system. The aggregate formal and
informal behavior rules explain via the institutions. Tridico (2014) affirms that the behavior of
economic agents affected not only by formal institutions such as law, new constitutions and
organizations, but also by social norms, old values and habits (informal institutions).

The new institutional economy is studying various government structures, the elements of
which are the contract system, organizations (institutions), and the institutional structure of society.
Clague (1997) addresses the institutions free standard economics, and it offers ideas for the reform
of institutions that are quite different from the moral exhortations of incentive —free engineering.
The author points out an important role in how people change their mental models of work
behavior.

Zweynert & Goldschmidt (2006) suggest the two dimensions of political and economic
transformation approach as institutional transplantation. They consider the borrowing process of
political institutions, business fashions, management practices and policies from one country to
another. The informal settings are interpreted in the different countries interacted with the imported
formal institutions. Sociological evolutionary theory and an integrated approach to household
systems’ analysis apply for explanation institutions transfer from one subsystem to another.

The neo-institutional economy investigates property rights, organizations, and political
regimes. The main areas of this approach are the theory of property rights, agents and transaction
costs, and the theory of public choice. The subject of the neo-institutional economy considers
transformation and institutional change from broader overview of legal and economic factors. This
approach defines the foundations of the rational behavior of economically isolated agents, the
decision — making process, and the forms for property rights protection. The system of property
rights determines the use of scarce resources, methods of profit maximization in different social-
economic systems. The concept of property rights uses for system transformation research.
Drahokoup (2009) analyses the regulation theory in the context of institutional concepts and states
the predominance of the application the varieties of capitalism’s concept in Eastern Europe and the
former Soviet Union. He notes that the core ideas of this approach are not only offered analytical
tools that have become a leading paradigm in the comparative political economy of Western
societies, but also provided rationale for saving European capitalisms from the ideological attack.

Institutions vary in accordance with the notion of the rules of corporate governance and their
use. Property rights determination stimulates the rational behavior of economic agent with
minimized transaction costs. The institutional transformation efficiency depends on the change of
the old institutional order and the establishment of the new order in East European countries.

The institutional order characterizes with the pattern of the standard behavior of economic
agents, and methods of coordination, collaboration and strengthening local public policies. A
discretionary bargaining model of coordination is more likely to be successful when national
leaders share a policy diagnosis that both cuts across economic issue areas and divides their own
domestic political coalitions and governments. International organizations may facilitate policy
coordination under a rule-based system through provision of resources to ease adjustment costs and
rule clarification, and in a discretionary bargaining system by brokering, providing information and
model building (Kahler, 1988). Technological progress stimulates the creation of new institutions,
and provides the redefinition of the commitments in the society. Entrepreneur’s activity stimulation
affects the saturation of internal needs of market, and causes the development of the national
production. An economic agents’ behavior, organizations on a standard sample and ways of their
economic coordination perceive under the institutional order.
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Taking into account the institutional order, we should consider the role of institutional
change by setting rules and expectations for human interactions. An institutional change actuates
the replacement of the old institutional order on the new order. The economic behavior coordination
systems of economic subjects subdivided depending on forms of organization on hierarchical and
non-hierarchical principals. The economic development accompanied by the institutional change of
the forms of the behavior of economic agents.

The scientific works’ analysis considering an interaction between political and economic
transformation shows their dualistic character. This manifests in the fact that changes in the political
system considered in collaboration with relevant reforms in economic system, which affects the
direction of its transformation. The applied method does not take into account the impact of other
subsystems and analyses external factors. The following approach limits the research subject,
excluding legal, social, cultural spheres and others.

Approach to three dimensions

The limitation of one and two dimensions’ approaches study to system transformation brings
us to the conclusion to broad the investigation and include in it political, economic and social
transformation. The presentation three dimensions’ approach contents political, economic and social
transformation. Boaky (2007) suggests the model of sociopolitical transition that links sociopolitical
transformational process of countries to dynamic process of output per capita and economic growth.
The model demonstrates that correction of social integrative processes depends on the degree of
social fractionalization, on the level of social distance between the groups, on the level of
production technology, and others.

The inclusion into the analysis various institutional levels provides the multidisciplinary
approach use. The accumulation of knowledge and changes in values explained by evolutionary
way. Institutions may likewise have originated in an evolutionary form. Concerning formal
institutions, their modification, as a rule, takes place consciously. Institutional transformation is a
set of transformations aimed at creating an effective institutional-market system of society, ensuring
the best of the existing alternative options for the allocation of limited institutional resources
(Nosova, 2017).

In this context, Merkel et al. (2019, p.4) use the multidisciplinary approach, and consider
transformation as substantial change of social systems, which may involve spontaneously, but is
mostly caused by the decisions of intentionally acting subjects. Scientists affirm that political,
social, cultural, and economic research approaches complement each other. The multidisciplinary
approach application permits to overcome the limitations of narrow individual concepts. The
institutional system transformation accompanied by institutional environment, patterns of behavior
of economic agents’ changes.

An overview of research approaches from the political, social, cultural, and economic
sciences prove the complementary character for theoretical basis and applied methods. Applications
of a number of concepts to system transformation exhibit the common features, and some
peculiarities for methodology and analysis. The common feature of all under consideration
approaches is a study of some separate direction of system transformation, and its relationship with
political, economic and social subsystems. An application of analyzed concepts demonstrates
impossibility of explanation transformation within a coherent theory or by applying universal
research method. The theoretical analysis illustrates the limitation of empirical research in any
specified transformation trend, and causalities within the analyze system. Some scientists apply
approaches, combining several areas of transformation research or suggest limited research of
certain narrow question. The typical attributes of system transformation theories include defining
the basic individual historical, political, economic, social characteristics applying for understanding
transformation changes in East Europe. The applied methodology emphasizes the broad variety of
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methods using in social research including behaviorism, structuralism, post-structuralism, realism,
modernism, institutionalism, pluralism, rational choice theory and etc. Further research of system
transformation needs for future reevaluation processes in East European countries. An application
of interdisciplinary approach will contribute to positive shift of research paradigm in the direction
of deep understanding the system transformation as a process, and its mechanisms.

Successes and Failures of System Transformation

Theoretical analysis of numerous studies to system transformation in East European countries
tackles some fundamental questions the prerequisites and factors for its successful implementation.
The widespread econometric methods and techniques applied for modelling transformation in the
works defining phases and stages transformation modelling, human, political and economic
development empirical works etc. Henderson (2019) proposes appropriate models related to system
transformation approach to one dimension. Author assess economic transformation, and points out
that transition path was assumed free market capitalism and democratic state forms. Herrendorf et al
(2013) argue that this multi-sector model serves as a natural benchmark to study structural
transformation and that it is able to account for many salient features of structural transformation.
The multi-sector model delivers new and sharper insights for understanding economic development,
regional income convergence, aggregate productivity trends, hours worked, business cycles, and
wage inequality. Aisen & Veiga (2011) apply system transformation approach to one dimension,
and use the system-GMM estimator for linear dynamic panel data models and find that higher
degrees of political instability are associated with lower growth rates of GDP. Kaldaru & Parts
(2008) follow approach to two dimensions, and study social and economic transformation. Social
capital determines with resources and social relations. Scientists estimate the impact of macro-level
social capital and related social factors on economic development in 34 European countries. The
results of the regression analysis proved that all components have a positive effect on economic
development, measured by the human development index.
Hodgson (2006) utilizes approach to three dimensions, including political, economic and social
transformation. He applies regression analysis for GDP per capita for 24 countries correlation
estimation from various variables. The author identifies the statistically significant variables the
degree of ethnic fractionalization and an index of democracy, both of which negatively correlated
with GDP and GDP growth. Less scientific work has been done on the impact of system
transformation on societies or national economies and one can mention of the lack such estimations
have been applied effectively for Ukraine.

The analysis of Bertelsmann Transformation Index for Ukraine from 2003 to 2018 comprises
the political transformation index, economic transformation index, transformation management
index, and status index. Each of the indices based on the estimation of sub-indices, which reflect the
quality of reforms, sequencing, and transparency. Status index evaluates the quality of democracy, a
market economy and political management. Bertelsmann Transformation Index aggregates the
results into two indices: the status index evaluates the state of political and economic
transformation; the management index assesses the quality of governance. Political transformation
evaluates the quality of democracy. Political instability is increasing, while trust in democratic
institutions is falling. Economic transformation index estimates market economy.

The management index assesses the quality performance over estimated period.

The figure 1 the development of political transformation index, economic transformation index,
transformation management index, and status index demonstrates linear relationship between
variables in the index form. It should be noted that these data do not provide comprehensive
information on the successes or failures of political and economic transformation.

78



Axmyanvni npobaemu midxcHapoorux sionocur. Bunyek 143. 2020.

Figure 1: Bertelsmann Transformation Index 2003 - 2017
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Source: authors’ calculations based on Bertelsmann Stiftung data.

The figure 1 shows upward movement curves of all indices in 2006-2007. Afterwards we can
see moderate decrease in all curves in 2013-2017, and slight upward increase. In general, the
development of all transformation indices has limited power to explain the multidimensional
transformation process. The period of 2003-2017 characterized by various political, economic and
social changes for the time of being in power the president L. Kuchma (1996 — 2004). The Orange
Revolution (late November 2004 — January 2005) was the first active protests against unfair
elections. V. Yushenko (2005-2010) and V. Yanukovych (2010-2014) were the next elected
presidents. After “Maidan” uprising acting president O. Turchiniv (23 February — 7 June 2014)) has
been appointed. P. Poroshenko (2014 — 2019) was the next president in Ukraine. Ukraine has made
some progress in improving its economic institutions and implementing structural reforms after
election new President V. Zelensky (2019).

In order to check the theory of substantial change of political and social systems (Merkel et
al., 2019) and the model of substantial change of political and social systems Boaky (2007), and we
provide analysis of the interdependence system transformation from political, economic and social
changes. The system transformation considers as a complex process, including various forms of
institutional, behavior and structural changes.

First, we focus on the relation between GDP and government stability. A causal hypothesis
could be that the government stability has a positive effect on GDP per capita and its growth rates.
The results of correlation analysis we complement with descriptive analysis of the development in
time, which showed in figure 2. The choice of indicators of GDP and government stability explains
via successes and failures of transformational reforms in Ukraine.
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Figure 2: The relationship of GDP and Government Stability in Ukraine
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The graph shows two downward shifts on government stability curve in 2005 and 2008. The
first shift was explained by the government change during period of orange revolution late
November 2004 — January 2005. The second move was reflection of the political consequences of
the global financial crisis 2008-2009. The significant increase in government stability correlates
with the period of democratic reforms in 2005 — 2008. After this period the negative consequences
of global financial crisis for Ukrainian economy can be seen at the downturn part of the government
stability curve. The political and economic changes lead to the election of the new President, new
Verhovna Rada, adoption of new laws, empowerment of workers at local level are shown at the
upswing part of the government stability curve. In general, changes in the government stability
curve show the economic and political reforms’ progress and some deviations and inconsistency
from their implementation in some periods.

The graph indicates the hypothesis that Government Stability has a delayed effect on GDP.
Interpreting the result demonstrates that GDP changes were reflected on fluctuations of values of
government stability given the changes in political situation in the country in the period 1991-2016.

The graph of GDP and political stability illustrates the tendency of decreasing trust to the
government explains during the period of Orange revolution in Ukraine. The way for fundamental
reforms is opened, but it has narrowed considerably amid political resistance to anticorruption
reforms and attacks on civil society and the media. For the first time since the 2014 revolution,
Ukraine’s Democracy Score declined this year. In other countries, informal leaders operating
outside of or on edges of accountable institutions increasingly dominate their undeveloped political
systems (Freedom House Report, 2018). The estimation results prove the necessity of widespread
reform in formation democratic institutions at the state and local levels.
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The research is complicated by the lack of sufficient data reflecting the underlying processes
in society.
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Figure 3: Correlation GDP per capita and Index of Economic Freedom

Source: authors’ calculations based on Worldbank Database.

Corruption continues play critical role in decision-making process in Ukraine. The business
model of Ukrainian oligarchs based on competitive advantages in the domestic market, and well-
developed political connections in an environment marked by limited rule law and insecure
property rights. Accordingly, oligarch business in Ukraine is not matter of international expansion
but instead concerns of the prevention competition in the domestic market and a strong reliance on
non-transparent transnational offshore network to conceal ownership and profits (Pleines, 2017, p.
171).

Ukraine scored 56.99 points out of 100 on the 2018 Global Competitiveness Report published

by the World Economic Forum, which confirm the low efficiency and labour productivity. Ukraine
ranked 71 among 190 economies in the ease of doing business, according to the latest World Bank
annual ratings. The rank of Ukraine improved to 71 in 2018 from 76 in 2017. Ease of Doing
Business in Ukraine averaged 112.36 from 2008 until 2018, reaching an all-time high of 152 in
2011 and a record low of 71 in 2018 (Ease of Doing Business in Ukraine, 2019).
Rent seeking opportunities arising from arbitrage between the reformed and unreformed sectors of
the economy remain the most visible legacy of Ukraine’s incomplete economic transition. The
arbitrage continues to generate highly concentrated rents to powerful special stakeholders’ interest
groups, and to undermine the effectiveness and the resilience of Ukraine’s economic institutions.

The effective economic order means concurrence of personal and public outcomes of

economic activity. The legal guarantees of economic agents provided by the effective operation of
an integrated institutional system in the society. The analysis of miscellaneous theories indicates the
necessity of the comprehensive research’s approach.
The research reflects the complementary tendency for system transformation process in Ukraine.
The correlation analysis illustrates degree of relationship between variable, where moderate
correlation coefficient is for GDP from government stability, from index of economic freedom, and
absence of corruption.
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The estimation results confirm the theory of substantial change of political and social systems
(Merkel et al, 2019). The change of the institutional environment and patterns of behavior, of
economic agents alter the entire social structure of institutions. Increase in confidence in justice and
government stability should result in GDP per capita growth. Government stability reflects
continuity and sequencing of political and economic reforms. The continuation research of the
forms of interdependence and the ways for stimulating reforms will provide the feedback of
research for its practical application.

Conclusions. The paper provides the supporting science needed to develop and execute
policies, as well as offering persuasive evidence to policy-makers of the potential national and
corporate benefits of these policies. The system transformation is the complex process where
mechanical coping and change institutions do not provide quantitative changes, and need
development of formal rules and informal institutions and consciousness, including mentality. The
theories’ systematization aims to turn the research paradigm in the direction of deep understanding
process, forms, and mechanisms. The analysis of transformation demonstrates significant
differences in the conditions, procedures, and results in transformation process in Ukraine. The
estimation results confirm the necessity of widespread political and economic reforms in the
direction of democratic state formation. The outcomes of correlation analysis single out factors that
creation new institutions and renovation old ones, as well inclusion various groups of population in
all regions might lead to a more sustainable strategy of political and social — economic development
in Ukraine.
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Abstract. The advent of new technologies, such as portative computers and the internet,
favoured the formation and development of a new market — digital media market. In the past 15
years technologies have grown exponentially within media and entertainment, fundamentally
affecting film, television, publishing, music and video games industries with new competition,
innovative business models and new product landscapes. Thus, the digital media market, with its
disruptive influence and growth potential, requires the comprehensive explanation and definition.
The article raises a problem of digital media market lacking its clear conceptualization in the
context of the world economy.

The article provides a thorough analysis of existing researches of the digital media market
and the overview of its place in the modern industry classifications. The authors enunciate their
own up-to-date definition of digital media, which is the following: “Digital media refer to products
and services in the digital format, produced by the media and entertainment industry group
(according to The Global Industry Classification Standard), which can be created, viewed,
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distributed, modified and preserved through different digital devices.” The following structure of
the modern digital media market was compiled: it consists of 7 segments, namely video-on-demand,
video games, e-publishing, digital audio, social media, search engines and digital advertising.

Key words: digital media, digital media market, media and entertainment industry group,
video-on-demand, video games, e-publishing, digital audio, social media, search engines, digital
advertising.

AHoTaunis. [1os6a HOBUX MeEXHONO2IU, MAKUX AK NOPMAMUEHT KOMN Tomepu ma inmepHem, CRpusiu
Gopmysannio ma po3eUmKy HOB020 PUHKY — PUHKY yu@gposux media. 3a ocmanni 15 poxie mexuonocii y
eanysi media ma po3eaz pPO36UEANTUC EKCNOHEHYIATbHO, CRPUYUHUGUIY 3DYUWEHHS V psiol eany3ell: KiHo,
menebauentss, UOAGHUYOI cnpasu, mysuku ma eioeoicop. Iloenubunacs KOHKypeHyis, 3miHunucs 6izHec-
MoOeni, Oynu cmeopeHi HOB8I NpOOYKmuU. 3eaxcaroyu Ha cyduacHi meHOeHyii mpancgopmayii ceimosoi
EKOHOMIKU Ma 3HAYHUL NOMEHYIAN PUHKY Yupposux meodia, yell PUHOK 8UMA2AE BCeOIYHO20 GUEUEHHSI Ma
BU3HAYEHHS. Y cmammi 6UCBIMIIOEMbCS NPOOAeMA GIOCYMHOCHI YIMKOI KOHYenmyanizayii puHky yugposux
Mmedia 8 KOHMeKCMi C8IMo60oi eKOHOMIKUL.

Y emammi nooano pemenvruil ananiz iCHyI04UX Q0CIIOACEHb PUHKY YUGPOSUX Media ma toeo Micys
6 cyuacnux xiacugixayisx eanyszei. Aemopamu cQoOpMYyIbOBAHO GNACHE CYYACHE GUHAYEHHS YUDPOGUX
media: «Lugposi media — ye mosapu ma nociyeu 6 yugpposomy gopmami, Axi UPoOIAIOMBCA Y 2aNY3€6ill
epyni media ma poseaz (8i0nosiono 0o I[nobanvruili cmandapm eany3eoi Kiacughikayii), sKi MOdCHA
cmeopiogamu, nepe2isoamu, HOWUPIosamu, 3MiHIO8amu ma 30epicamu 3a 0ONOMO20I0 PIZHUX YUDPOBUX
npucmpoigy. Aemopamu 6yia noby0osana Cmpykmypa Cy4acHo20 putKy yugposux media, aka ckiadacmucs
3 7 ceemenmis, a came: 6i0e0 3a 3aNUMOM, 8I0eoiepu, eleKMPOHHI GUOAHHS, YUPpose ayoio, COYianbHi
Mepedici, NOULYKOGL cucmemu ma yuppoea pexkiamad.

Kurouosi cioBa: yugposi media, punok yugposux media, eanyzeea epyna media ma po3sae,
8i0e0 3a 3anumom, 8ideoicpu, eleKmpoHHI 8UOAHH, YUPPose ayoio, coOyianbHi Mepedici, NOULYKOBI
cucmemu, yugposa pexiama.

Annortauus. [1osigleHue HOBbIX MEXHONO2UL, MAKUX KAK NOPMAMUBHbIE KOMNLIOMEPLL U UHMEPHe,
Cnoco6Ccmeos8an (hopMUPOBAHUIO U PA3EUMUIO HOBO20 PLIHKA — DbIHKA YU(Poswix Meoud. 3a nociednue 15
Jlem MexHONo2UlU 8 00IACMU MeOud U PA3eiedeHull Pa3eUeaiuct IKCNOHEHYUAILHO, 6bI3648 CO8USU 6 psloe
ompacieil: KuHo, meiesuoeHus, u30amenbckoeo 0end, MY3blKu U eudeoucp. Yenyounace KOHKYPEHYus,
UBMEHUNUCL OU3HeC-MoO0enu, Obliu CO30aHbl HOGble NPOOYKMbL. Yuumuvleas cospemMeHHble meHOeHYuu
mpancghopmayuy MUpO8o IKOHOMUKY U 3HAYUMENbHbII NOMEHYUAT PLIHKA YUPPOBLIX MeOUA, IMOM PbIHOK
mpebyem 8cecmoponne20 usyuenus u onpedenenus. B cmamwe oceewjaemcs npobrema omcymcmeust
YemKOU KOHYenmyaiu3ayuy PoiHKd YuQposbix Meoud 6 KOHMeKCme MUpo8otl IKOHOMUKU.

B cmamve npedcmagien noOpoOHblil AHAIU3 CYWEeCMBYIOWUX UCCIE008AHUL PLIHKA YUPPOBLIX Medua
U €20 Mecma 6 COBPeMEHHbIX KldcCuukayusx ompacieil. Aemopamu chopmyauposano cobcmeennoe
cospemenHoe onpeodenenue yugposvix meoua: «Llughposvie medua — smo mosapel u yciyeu 6 yupposom
popmame, Komopvie npPoU3BOOIMCS 8 OMPACILEBOl 2pynne Meoud U pazeiedeHull (8 cOOmeemcmeuu ¢
TIobanvheiti cmandapm ompaciesoil Kiaccuurayuu), Komopvle MOXNCHO CO30A6amb, NPOCMAMPUBAMID,
Pacnpocmpansimy, UMEHsINb U COXPAHSAMb NPU NOMOWU PA3IUYHBIX YUPDPOBLIX ycmpoticmey. Asmopamu
ObLIA NOCMPOEHA CMPYKMYPA COBPEMEHHO20 PbIHKA YUPDPOSbIX MeOUud, KOMopasi COCMOUM u3 7 ce2Mennos,
a UMEHHO: 6UOe0 NO 3anpocy, UOEOUZPbl, INEKMPOHHbIE U0AHUS, YUDPOBOe ayouo, COYUdIbHbIe Cemu,
NOUCKOBbIE CUCEMbL U YUPPOBASL peKiama.

KuroueBble ciioBa: yugposvie meoua, poiHOK Yu@dposulx meoud, Ompaciesas spynna meoud
U paseneyeHull, uUOe0 NO 3anpocy, BUdeoucpvl, 3NeKMPOHHblEe U30AHUS, Yupposoe ayouo,
coyuanvhvle cemu, NOUCKO8ble CUCEMbL, YUPDPOBAsL peKlama.
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Introduction

Until the 1990’s, media existed primarily in the print and analogue formats, such as radio and
television. The emergence of new technologies, such as portative computers and the internet,
facilitated the formation and development of a new market — digital media market. During the first
stages of its development, its presence was insignificant and neglected by many leading companies.
However, in the past 15 years technologies have grown exponentially within media and
entertainment, transforming film, television, publishing, music and video games industries with new
business models and product landscapes that benefit a digitally sophisticated consumer base. In
view of the aforesaid, the digital media market, with its transformative power and growth potential,
requires comprehensive explanation and definition, because the more we go in depth, the more we
discover that the digital media market lacks its clear conceptualization in the context of the world
economy.

The purpose of research is to enunciate the up-to-date definition of digital media and the
essence of modern digital media market in the context of the world economy.

Literature Review

The word “digital” comes from the Latin “digitus” meaning “finger” or “toe”. As B. Peters
(2016) has argued, we can say that human beings are “naturally” digital, because they always have
to count, point and manipulate with their fingers — just like what digital media are.

As a starting point, digital is often defined in contrast to analogue. A concrete example of a
common definition of digital and analogue opposition comes from the music field — comparing
and contrasting vinyl records and CDs. The vinyl record sound is a product of physical contact
between the player’s needle and the grooves scored into the vinyl: a different groove depth
produces a different sound. With CDs, on the other hand, sound is broken up into discrete and non-
continuous units, which values are registered on support surfaces in binary format as 0s and 1s. The
sound is generated by the laser reading the values of these discrete units, which, converted into
sound frequencies, can be listened to in sequence, recreating the music continuity (Balbi &
Magaudda, 2018).

Digitization turns out to be simply a matter of assigning numerical values (in English word
“digit” means number). In the analogue model, video, audio and text are transmitted as continuous
signals in different forms. With digitization, video, audio and text are, on the other hand, all
codified in the same way: in the numerical data that allows information to be transferred and stored
independently of the original content format.

Unique features of digital media constitute the key to their commercialization and ultimately
to their potential impact on our lives. Unlike the press, radio and television, digital media facilitated
the transmission of their content to global audiences. In recent years, this transterritorial quality has
been somewhat diminished for legal reasons, as restrictions on publishing rights have proliferated,
namely in relation to certain content such as sports videos, audiovisual fiction series and other
similar content. Such types of content can be consumed by users in one country, however, they are
blocked for users outside that country. Despite these legal limitations, all digital media are, in
essence, global (Lister, Dovey, Giddings & Kelly, 2009).

Moreover, digital media are, or can be, personalized. In the last ten years, due to the
development of social media based on personal profiles and the refinement of algorithms, which
can assign content increasingly adapted to the interests and preferences of each user, personalization
became a common quality of most digital media types. The new wave of technologies based on
artificial intelligence, which can produce, organize and distribute the individualized information to
each user, significantly transformed business models in the digital media market (Carlson, Rahman,
Voola & De Vries, 2018).
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The speed, at which the technology is expanding and evolving, challenges the ability to define
clear-cut boundaries around the concept of digital media market. Digital media include a wide range
of products and services that continue to be developed, launched, re-launched and improved every
day in different countries all over the world. A review of existing definitions is collected in Table 1.

Table 1.
Definitions of Digital Media

Author(s)

Definitions

T. Feldman (2005)

“The forms of media, that we understand in the analogue media world,
turned into bits and bytes so they can be manipulated, processed and
transmitted by computer systems.”

W. H. K. Chun, “Content created, disseminated, and/or stored using digital computers or
B. Soderman mobile devices (video games, blogs, e-books, etc.), as well as their physical
(2011) embodiment (hard drives, DVDs, flash memory sticks, etc.).”

C. Valentini, “An umbrella term for the digital technology-based environment that
D. Kruckeberg allows networking, multimedia, and collaborative and interactive
(2012) communications.”

A. Delfanti, “A set of technologies and media based on computers and networks.
A. Arvidsson Digital media carry information represented by numerical sequences that
(2013) they can rework and transform.”

S. Thanuskodi “Media that are encoded in machine-readable format and can be created,
(2015) viewed, distributed, modified and preserved on computers.”

World Economic
Forum (2016)

“Products and services that come from the media, entertainment and
information industry and its subsectors. It includes digital platforms (e.g.
websites and applications), digitized content (e.g. text, audio, video and
images) and services (e.g. information, entertainment and communication)
that can be accessed and consumed through different digital devices.”

Statista (2019)

“Audiovisual media contents and applications that are distributed directly
over the Internet. This includes digital video content, digital music as well
as digital games for different devices and electronically published written
content.”

Microsoft (2020)

“Digital media refers to audio, video, and photo content that has been
encoded (digitally compressed). After digital media is encoded, it can be
easily manipulated, distributed, and played by computers, and it is easily
transmitted over computer networks.”

Dictionary.com
(2020)

“(Usually used with a singular verb) video, audio, software, or other
content that is created, edited, stored, or accessed in digital form, through
numeric encoding and decoding of data.”

Oxford Dictionary
of Media and
Communication
(2020)

1.

“An umbrella term often treated as synonymous with new media or
computer-mediated communication. A distinction can be made between
media which are based on encoded physical qualities such as light or sound
waves through the re-encoding of analogue information (e.g. with digital
cameras or digital sound equipment), and media which are based on the re-
encoding of previously encoded cultural forms such as such as writing,
mathematics, linear perspective, or the Cartesian coordinate system that is
used to represent physical space in virtual reality applications.”

Note: made by the authors

88



Axmyanvni npobaemu midxcHapoorux sionocur. Bunyek 143. 2020.

Main Results of the Research

The thorough analysis of the existing definitions of digital media leads to the conclusion that
the most comprehensive definition is the one enunciated by the World Economic Forum, since it
reflects the scope of modern digital media landscape, which are not limited only to digitized
content. However, one point in this definition needs more clarification, namely what industry
specifically these products and services come from. World Economic Forum indicates that digital
media are “products and services that come from the media, entertainment and information industry
and its subsectors”, however, they didn’t indicate the essence of this industry and what it includes.
To deal with this issue, it makes sense to have a look at modern industry classifications, which
organize companies into industrial groupings based on similar production processes, similar
products or similar behaviour in the markets.

The most famous industry classifications, which are renewed regularly and cover the up-to-
date economy structure are the following:
» The Global Industry Classification Standard (GICS) developed by MSCI and Standard &
Poor’s (S&P);
* The Industry Classification Benchmark (ICB) developed by Dow Jones and the Financial
Times Stock Exchange (FTSE);
» The Hang Seng Industry Classification System (HSICS) developed by Hang Seng Indexes
Company Limited;
» The Thomson Reuters Business Classification (TRBC) developed by Thomson Reuters.

Table 2.

Media & Entertainment in The Global Industry Classification Standard (GICS)

Sector Industry Industry Sub-industry Description
Group
50 5010 Telecom-
Commu- | munication
nication | Services
Services | 5020 Media & | 502010 50201010 Companies providing advertising, marketing or public
Entertainment | Media Advertising relations services.
50201020 Owners and operators of television or radio
Broadcasting | broadcasting systems, including programming. Includes
radio and television broadcasting, radio networks, and
radio stations.
50201030 Providers of cable or satellite television services.
Cable & Includes cable networks and program distribution.
Satellite
50201040 Publishers of newspapers, magazines and books in print
Publishing or electronic formats.
502020 50202010 Companies that engage in producing and selling
Entertainment | Movies & entertainment  products and  services, including
Entertainment | companies engaged in the production, distribution and
screening of movies and television shows, producers
and distributors of music, entertainment theatres and
sports teams. Also includes companies offering and/or
producing entertainment content streamed online.
50202020 Producers of interactive gaming products, including
Interactive mobile gaming applications. Also includes educational
Home software used primarily in the home. Excludes online
Entertainment | gambling companies classified in the Casinos &
Gaming Sub-Industry.
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502030
Interactive
Home
Entertainment

50203010
Interactive
Media &
Services

Companies engaging in content and information
creation or distribution through proprietary platforms,
where revenues are derived primarily through pay-per-
click advertisements. Includes search engines, social
media and networking platforms, online classifieds, and
online review companies. Excludes companies operating
online marketplaces classified in Internet & Direct
Marketing Retail.

Note: Adapted from The Global Industry Classification Standard (GICS) Methodology, 2020,

retrieved from:

https://www.msci.com/documents/1296102/11185224/G1CS+Methodology+2020.pdf/9caadd09-

790d-3d60-455b-2aled5d1e48c?t=1578405935658

Table 3.

Media & Entertainment in The Industry Classification Benchmark (ICB)

Industry Supersector | Sector Subsector Definition
5000 Consumer | 5300 Retail | ...
Services 5500 Media | 5550 5553 Producers, operators and broadcasters of radio,

Media

Broadcasting &
Entertainment

television, music and filmed entertainment. Excludes
movie theatres, which are classified under
Recreational Services.

5555 Media
Agencies

Companies providing advertising, public relations
and marketing services. Includes billboard providers
and telemarketers.

5557 Publishing

Publishers of information via printed or electronic
media.

5700 Travel

Note: Adapted from ICB Structure & Definitions, 2019, retrieved from
https://research.ftserussell.com/products/downloads/ICBStructure-
Eng.pdf?_ga=2.212156503.2108512420.1561509060-1968584676.1548988834

90




Axmyanvni npobaemu midxcHapoorux sionocur. Bunyek 143. 2020.

Table 4.
Media & Entertainment in The Hang Seng Industry Classification System (HSICS)

Industry Sector Subsector Definition
23 Consumer | 2310 Automobiles
Discretionary | 2320 Household

Goods & Electronics

2330 Textiles &

Clothing

2340 Travel &

Leisure

2350 Media & 235010 Companies providing advertising, marketing or public

Entertainment Advertising & | relations services.
Marketing
235020 Owners and operators of television or radio broadcasting
Broadcasting systems.
235030 Companies engaged in the production and distribution of
Movies & movies, television shows, music, artiste management and
Entertainment | theatre operation.
235040 Publishers of newspapers, magazines and books;
Publishing providers of information via print or electronic media.

2360 Support

Services

2370 Specialty Retail

Note: Adapted from Hang Seng Industry Classification System, 2019, retrieved from
https://www.hsi.com.hk/static/uploads/contents/en/dl_centre/brochures/B_HSICSe.pdf

Table 5.
Media & Entertainment in The Thomson Reuters Business Classification (TRBC)

Psness | "ty industry Activity
5330 Cyclical | 533010 Hotels
Consumer & Entertainment
Services Services
533020 Media 53302010 5330201010 Advertising & Marketing (NEC)
& Publishing Advertising & | 5330201011 Advertising Agency
Marketing 5330201012 Media Buying Agency

5330201013 Signs & Advertising Specialty Producers
5330201014 Outdoor Advertising

5330201015 Direct Marketing

5330201016 Sales Promotions & Events Management
5330201017 Guerrilla Marketing

5330201018 Public Relations

5330201019 Digital Media Agencies

5330201020 Branding & Naming

5330201021 Market Research

5330201022 Marketing Consulting Services
53302020 5330202010 Broadcasting (NEC)

Broadcasting 5330202011 Television Broadcasting

5330202012 Radio Broadcasting

5330202013 Cable Service Providers

53302030 5330203010 Entertainment Production (NEC)
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Entertainment | 5330203011 Movie, TV Production & Distribution
Production 5330203012 Music, Music Video Production & Distribution
5330203013 Plays & Concert Production

5330203014 Entertainment Production Equipment & Services
5330203015 Copyright Management

5330203016 Adult Entertainment Production & Broadcasting

53302040 5330204010 Consumer Publishing (NEC)
Consumer 5330204011 Newspaper Publishing
Publishing 5330204012 Magazine Publishing

5330204013 Book Publishing
5330204014 Directory Publishing
5330204015 Digital Publishing
5330204016 Adult Publishing

Note: Adapted from The Thomson Reuters Business Classification Quick Guide, 2012, retrieved
from https://www.refinitiv.com/content/dam/marketing/en_us/documents/quick-reference-
guides/trbc-business-classification-quick-guide.pdf

The comparison of industry classifications (Tables 2-5) shows that GICS is the most
comprehensive to cover the issue of media and entertainment. Besides traditional media formats,
such as video, publishing or music, GICS gives prominence to interactive media formats, which
include video games, search engines, social media, networking platforms and online classifieds,
excluding online gambling and online marketplaces classified in the internet and direct marketing
retail. Such precise classification of GICS lets us define clear-cut boundaries around the concept of
digital media and understand the full structure of the modern digital media market.

In view of the aforementioned, the own definition of digital media enunciated by the authors
is the following: “Digital media refer to products and services in the digital format, produced by the
media and entertainment industry group (according to GICS), which can be created, viewed,
distributed, modified and preserved through different digital devices.”

Using the GICS approach, the modern digital media market can be divided into 7 segments:
video-on-demand, video games, e-publishing, digital audio, social media, search engines and digital
advertising (Figure 1).

The video-on-demand segment includes digital video content which is distributed over the
internet. A distinction is made between the following business models: video streaming (SVoD),
video download (EST) and pay-per-view (TVoD) (Statista, 2019).

The video games segment includes fee-based digital games which are distributed over the
internet. A distinction is made between mobile games for smartphones and tablets, full games that
need to be downloaded and installed on consoles or PCs, online games which can played without
installing them and fee-based gaming networks that offer additional features and content for
subscribers (Statista, 2019).

E-publishing is defined as paid written editorial content distributed over the internet. This
editorial content can be differentiated into e-books, e-papers and e-magazines and other ad-based or
paid content distributed by publishers through websites or applications (Statista, 2019).
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Figure 1. Digital Media Market

Structure
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The digital audio segment includes on-demand streaming services, either subscription based
or ad supported, paid digital downloads of professionally produced single tracks or
albums/compilations, audiobooks and podcasts (Statista, 2019; Magna, 2019).

Social media segment includes websites and applications that allow people to communicate
and share information, ideas, career interests and other forms of expression on the internet using a
computer or mobile phone via virtual communities and networks. This segment includes social
networks, media sharing networks, discussion forums, bookmarking and content curation networks,
consumer review networks, blogging and publishing networks and interest-based networks (Kakkar,
2018).

Search engine segment includes software systems designed to carry out web search (internet
search), which means to search the World Wide Web in a systematic way for particular information
specified in a web search query. The information may be a mix of links to web pages, images,
videos, infographics, articles, research papers, and other types of files (Statista, 2019).

Digital advertising segment includes forms of marketing and advertising, which use the
internet to deliver promotional marketing messages to consumers. This segment includes search
advertising, social media advertising, banner advertising, video advertising and classifieds (Statista,
2019).

Conclusions

There is no doubt that digital media are now a crucial sector in contemporary society and the
modern economy. Unlike traditional media, modern digital media are manipulable, networkable and
easy shareable. Moreover, they can be effectively personalized using Al technologies. Such unique
features of digital media ensure the further development and revenue growth of companies engaged
in the digital media market. However, the more we go in depth, the more we discover that in
modern researches the digital media market lacks its clear conceptualization in the context of the
world economy.

A thorough analysis of existing industry classifications, definitions and features of the modern
digital market led authors to enunciating their own definition of digital media, which is the
following: “Digital media refer to products and services in the digital format, produced by the
media and entertainment industry group (according to GICS), which can be created, viewed,
distributed, modified and preserved through different digital devices.” All in all, the authors came
up with the structure of the modern digital media market, which includes 7 segments: video-on-
demand, video games, e-publishing, digital audio, social media, search engines and digital
advertising.
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Abstract. The development and essence of the cognitive marketing are considered in the
article. Cognitive marketing is based on cognitive psychology, behavioral economics, classical
marketing, which, in addition to such synergy, allows to understand more deeply customer's
behavior and develop tools of traditional marketing, to help create effective marketing strategies
for product positioning and product development. Cognitive psychology examines various mental
processes of a person, such as sensation and perception, pattern recognition, attention, learning,
memory, concept formation, thinking, speech, emotions, and developmental processes. Behavioral
economics combines the study of psychological and economic sciences. Studies in behavioral
economics show that in many cases people are not inclined to act under the requirements of
neoclassical economics and often show a tendency to completely irrational behavior. Cognitive
marketing means the establishment of new needs, not previously assimilated by the consumer of the
product, which not only will satisfy the functional tasks of the given product, but will establish a
new style and standard of living, that consumers of this product will desire. In the article main
effects of cognitive marketing, such as formation of new lifestyle and customer's culture, new rules
and practices of using products and behavior within a set situation, new vogue, trends and ways to
be unique and trendy by using defined brands are considered. Also, some successful examples of
proper usage of cognitive marketing on international market are analyzed.

Key words: cognitive marketing, cognitive psychology, behavioral economics

AHOTaWiA. ¥V cmammi po3ensiHymo po3sUmoK ma Ccymb KOSHIMUBHO20 MAapKemuHeay.
Koenimusnuii mapxemune ye mMiscOUCYuniinapruil Hanpsam, KUl NOEOHYE KOCHIMUBH) NCUXOLO02II0,
N0BEOIHKO8Y eKOHOMIKY, KIACUYHUL MAapKemuHe, AKUll 3a OONOMO20I0 MAKoi cumepeii 00360.5€
enubwe 3po3ymMimu Cno#CU84y noediHKy ma po3uwUpumu iHCmpymeHmu O0CIi0HCeHH Ma GNIUBY
MpaouyitiHo2o MapkKemuHzy, O00ONOMocmu nodoyoyeamu e@pexmusHi MapKemunzo6i cmpamezii
no3uyiony8ants i npocysants mosapy. Koenimuena ncuxonoeis posenaoae pisHi ncuxiuui npoyecu
JIOOUHU, MAKI AK 8I04YMMms ma CNpUUHAMMS, PO3Ni3HA6AHH 00paA3is, yeaza, HAGYAHHS, NAM AMb,
GopmysanHs nouams, MUcienHs, Moea, emoyii i npoyecu pozeumxy. Ilosedinkosa exonomika
NOEOHYE OOCNIONCEHHS. NCUXONIOLTUHUX MA eKOHOMIYHUX HayK. JlocniodceHHs 3 Nno8ediHKo8ol
EeKOHOMIKU NOKA3yI0mb, WO 8 06azamvox 6unaokax Jao0u He CXUINbHI YUHUMU BIONOBIOHO 00
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NPUNUCI8 HEOKNACUYHOI eKOHOMIKU 1 Yacmo OeMOHCHmPYIOMb CXUTbHICMb 00 abCONIOMHO
HepayioHanbHoi noeedinku.  KoenimueHuili mapkemuue Mae Ha Memi CMBOPEHHS HOBUX, He
VCBIOOMAEHUX paHiule cnoxcusavem nomped y nesHoMy NpoOYKmi, AKUU He Juuie 3a00801bHUNMb
@YHKYIOHAbHI, MOOMO OCHOBHI 3A80AHHS 0AHO20 NPOOYKMY, aie U CMEOPUmv HOBUU OANCAHULL
CMuIb i CManoapm dcumms, K020 6y0YMb NPASHYMU CHOHCUBAY] 0AHO020 NPOOYKmY. VY cmammi
PO32180al0MbCsl OCHOBHI  eheKmu KOSHIMUBHO20 MapKemuHzy, maxi AK HopMySaHHs HOB020
Ccnocoby olcumms ma KyIbmypu CHOMCUBAHHS, HOBI Npasula ma NpaKmuka GUKOPUCMAHHS
npooyKkmie ma noeedinKu Yy NeeHill cumyayii, HO8a M00a, meHOeHyii ma cnocobu Oymu
VHIKAIbHUMU ™A MOOHUMU 3a O00NOMO2010 neenux Opendis. Taxoxc npoamanizogaHo Kiibka
VCRIWHUX NPUKIAOI8 NPABUTLHO20 BUKOPUCMAHHS KOZHIMUBHO20 MAPKEMUH2Y HA MINCHAPOOHOMY
DUHK).

KutrouoBi ciioBa: xocrimusHull mapkemure, KOCHIMUBHA NCUXOJL02IA, NOBEOIHKOBA eKOHOMIKA

AHHOTAUUsSA. B cmamve paccmompeno pazsumue U Ccymv KOSHUMUBHO2O MapKemuHed.
Koenumuenwiti mapxemune 3mo mencoucyuniunaproe HanpasieHue, 00vbeOuHsawee KOCHUMUGHYIO
NCUXON02UI0, NOBEOEHUECKYIO IKOHOMUKY, KIACCUYECKULl MAPKEeMUHe, KOMOPbli ¢ NOMOWbIO MAKOU
cunepeuu no36osem 2uybce NOHAMb NOMpeOUMenbCKoe nogedeHue U pacuupums UHCMPYMeHMbl
UCCE008AHUSL U 8030€UCEUsT MPAOUYUOHHO20 MAPKEMUHed, NOMOYb NOCMPOUms 3¢phexmueHvle
MapKemuHeosvle cmpamecuy NO3UYUOHUPOBAHUSL U Npoosudcenus mosapa. Koenumusnas
NCUXON02USL PACCMAMPUBAEN PA3TUYHBIE NCUXUYECKUe NPOYECChl Yel08eKd, maKue KaKk ouyujenue
u socnpuamue, pacno3Hasanue oopazos, GHUMAaHuUe, obyuenue, Namams, QOpMUposanue NOHAMUL,
MblulieHue, peub, smMoyuu u npoyeccvl pazeumusi. Illogedenueckas 3SKOHOMUKA couemaem
UCCe008AHUSL NCUXONIOSUYECKUX U IKOHOMUYECKUX Hayk. Hcciedosanus 6 cghepe nogedenueckot
9KOHOMUKU NOKA3LIBAION, YMO 80 MHO2UX CILYHAsX JIIOOU He CKILOHHbI NOCMYNAMb NO NPeOnUCaAHUAM
HEeOKIACCUYeCKOU  IKOHOMUKU U  YACMO  OeMOHCMPUPYIOM  CKIOHHOCMb K AOCONOMHO
HEPaAYuoOHAIbHOMY nogedenuro. Koenumuenvlll mapkemune umeem yYeavlo CO30aHUe HOBbIX,
HEeOCO3HAHHBIX panee nompebdumenem NOMpeOHOCmeU 6 ONpeoeleHHOM NpPoOdyKme, KOMOpblll He
MONLKO YOOBIEeMEOpUm (QYHKYUOHANbHbIE, MO eCMb OCHOGHblE 3a0aui OAHHO20 NPOOYKMA, HO U
co30acm HOBbIU Jiceraemvlii. CMulb U CMAHOAPmM JHCU3HU, KOMOpo2o 0yO0ym CmpeMumscs
nompeboumenu OaHmo2o0 npodykma. B cmamwve paccmampusaromcs ocHogHble 3ppexmol
KOCHUMUBHO20 MapKemuHea, makue Kaxk (QOopMUpo8aHue HO8020 00paza JHCUZHU U KYJIbMypbl
nompebieHusl, HoO8ble NPAGUIA U NPAKMUKA UCNOIb308AHUSL NPOOYKMOG U NOBEOCHUs. 6
onpeoeneHHoU cumyayuu, Ho8das Mood, MmeHOeHYUuY U cnocoobl ObIMb YHUKATIbHBIMU U MOOHBIMU C
nomMowbio onpedeneHuvlx 6perndos. Takdce NPOAHATUBUPOBAHO HECKONIbKO YCHEUIHbIX NPUMEPOS
NPABUILHO2O UCHOIb30B8AHUSL KOCHUMUBHO20 MAPKEMUHEA HA MEHCOYHAPOOHOM DbIHKE.

KiroueBble €JI0Ba: KOCHUMUBHBIN MapKemuHe, KOSHUMUBHAS NCUXON02Usl, NOBeOeHUecKdas
IKOHOMUKA

Introduction. In any economic relations in which a person operates, most decisions are made
under the influence of social and cultural stereotypes, perceptions, erroneous and insufficient
analysis of information and market uncertainty, which is influenced by subjective psychological and
irrational factors. Without taking into account the peculiarities of consumer behavior, it is very
difficult to predict the actions of actors in the economic and financial markets, consumer decisions
to buy a certain brand, to develop effective strategies for managing international business. Another
peculiarity of modern marketing-management is the capacity to offer to the customer new unique
products, which will satisfy their unconscious needs and will create a new category or niche for the
company. A new concept of cognitive marketing has emerged relatively recently and implies the
emergence of a new approach to influencing consumer behavior, which means the formation of
consumer consciousness, the creation of a style of consumption, which in the future will determine
the demand for new product.
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The purpose of research is to consider the formation and essence of cognitive marketing,
analyze some successful examples of its proper usage on the international market.

Literature review. The concept of cognitive marketing includes not only marketing issues
but also cognitive psychology and behavioral economics. The issues of cognitive psychology,
which formed the basis for the formation of a cognitive approach in marketing, were studied by
such prominent scientists as Jean Piaget (Piaget, 1990), Jerome Bruner (Bruner, 2001), Leo
Vygotsky (Vygotsky, 1980), Ulrich Neisser (Neisser, 1967) and Robert Solso (Solso, 2011). The
essence and principles of behavior of behavioral economics are described in the works of Leon
Festinger (Festinger, 1957), Herbert Simon (Simon, 1955), Daniel Kahneman and Amos Tversky
(Kahneman, Tversky, 1979; Kahneman, 2018). The concepts of cognitive marketing are considered
in the works of Oksana Yuldasheva (Yuldasheva, 2006), Igor Yurasov (Yurasov, 2006), Viktor
Fursov and Natalia Lazareva (Fursov, Lazareva, 2015). Cognitive marketing is a fairly new area of
research that requires further development of its theoretical and methodological foundations, tools
and mechanisms for influencing consumer behavior.

Research findings. The term cognitive marketing includes two concepts. The concept of
marketing has many definitions and is quite multifaceted. Derived from the English «market» and
can be translated as an activity aimed at market formation. In general, marketing means a
philosophy of management, the company's activities focused on meeting the needs of specific
consumers in a constantly changing market. Cognition, derived from the Latin «cognitio» (study,
awareness) - a term denoting a person's ability to mentally perceive and process external
information. Cognitive processes include memory, attention, perception, understanding, thinking,
decision-making, that is, everything that allows a person to perceive the world around him. In the
60's of the twentieth century, the world underwent a cognitive revolution, which gave impetus to a
more thorough study of these processes.

The concept of cognitive psychology, which emerged as an alternative to behaviorism, is the
basis of cognitive marketing. This area examines various mental processes of a person, such as
sensation and perception, pattern recognition, attention, learning, memory, concept formation,
thinking, speech, emotions, and developmental processes. According to Robert Solso, cognitive
psychology is how a person receives information about the world and imagines it, how it is stored
in memory and transformed into knowledge, and how this knowledge affects our attention and
behavior. Cognitive psychology views the psyche as a system of cognitive reactions that are related
not only to external stimuli but also to internal values such as self-awareness and selective
perception. Scientists study not just human behavior and reactions, but also cognitive processes that
can be assessed by external manifestations. Cognitive psychologists argue that most information is
processed by a person unconsciously, which accelerates the thought process and its effectiveness.
Scientists who laid the foundations for the development of cognitive psychology are Jean Piaget,
Jerome Bruner, Leo Vygotsky, Edward Tolman, Frederic Bartlett, Ulrich Neisser, whose theories
underlie modern concepts and research (Fig. 1).
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Figure 1. Foundations for the development of cognitive psychology as the basis of cognitive

Cognitive marketing is also based on the concept of behavioral economics, which combines
the study of psychological and economic sciences. Studies in behavioral economics show that in
many cases people are not inclined to act under the requirements of neoclassical economics and
often show a tendency to completely irrational behavior. All human decisions are almost always
based on his subjective imagination, depend on his purpose, problem formulation, experience,
habits and other personal characteristics. These factors influence the customers' behavior and
change approaches, methods and instruments of classical marketing, complementing this with such
new tendencies as a cognitive approach. Scientists who developed concept of behavioral economics
are Maurice Allais, Leon Festinger, Herbert Simon, Daniel Kahneman and Amos Tversky, etc

(Fig.2.).
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Figure 2. Foundations for the development of behavioral economics as the basis of cognitive
marketing, developed by the author, based on materials [6,7,8]

Thus, cognitive marketing is based on cognitive psychology, behavioral economics, classical
marketing, which, in addition to such synergy, will allow to understand more deeply customer's
behavior and develop tools of traditional marketing, to help create effective marketing strategies for
product positioning and product development. Developing and detailing ideas of scientists, who
formulated this concept, we may note, that cognitive marketing means the establishment of new
needs, not previously assimilated by the consumer of the product, which not only will satisfy the
functional (basic) tasks of the given product, but will establish a new style and standard of living,
that consumers of this product will desire. With the help of principles and approaches of cognitive
marketing, companies can form the necessary ideas for a certain segment of consumers about the
world, lifestyle and culture of consumption. Using such tools as propaganda, Public Relations,
social marketing, the fashion for the desired preferences, habits of the consumer are formed and an
environment for the ideal sale of certain products is created. If during the previous, marketing
concept, for producers it was important to investigate the needs and wishes of clients and fulfill
them into products and services, then during the modern relationship marketing concept, companies
try to create necessary for them customers' culture and technology of consumption. Company
should form a customer’s cognition, perception, system of knowledge and preference, which
generally create customers' culture. While forming customers' culture, company builds it’s net of
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potential customers and unites people with similar interests, lifestyle and views under one brand.
Such a method of influence and promotion of goods uses a cognitive approach in marketing. As G.
McCracken noted, goods are an opportunity to make culture material. Like any other species of
material culture, goods allow individuals to discriminate visually among culturally specified
categories by encoding these categories in the form of a set of material distinctions [9]. And today
the new strategy of development for companies becomes technic of creation of new customers'
culture and lifestyle, promoting under this idea new products and services. Growth and
diversification of different categories of goods and services should be reconsidered as strategic
direction for companies towards applying the policies and strategies for creating and preserving
the new cultural values for potential customers.

new lifestyle
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Figure 3. Effects of cognitive marketing, developed by the author

Today there are enough successful examples of proper usage of cognitive marketing. Such
companies and products as Apple, Tesla Inc., Facebook, The Body Shop, Dove, Pampers, Lucky
Strike, etc. implemented this strategy on the world market. It should be noted, that cognitive
technics of marketing can be used with different levels of intensity. For example, O.Uldasheva
identifies two main types of cognitive marketing implementation — creative and adaptive [10].
Indeed, in practice some companies create new customers’ culture and lifestyle by themselves,
provide society with new vogue and trends, new rules and practices of behavior within a set
situation, using the company’s products and services. Such marketing is very costly as it uses not
only advertisement to promote its goods, but also propaganda, public relations to change peoples’
attitudes towards some situation, and build new rules. Such cognitive marketing implementation is
called creative. Among the examples, we may single out such companies and products as Apple,
Tesla Inc., Facebook, The Body Shop, Lucky Strike, Listerine. Lucky Strike, Listerine, probably,
are one of the earliest examples of using the cognitive approach. The case story of broadening the
market for Lucky Strike brand to women using psychoanalysts while shaping public relations
campaigns by E. Bernays is considered to be the classic example of the cognitive approach. Women
who embraced cigarettes as symbolic of male power were given a possibility to contribute to the
expansion of women's rights by lighting up cigarettes and smoking them for once in most public
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places. In result, Lucky Strike brand was associated for women with a feeling of independence and
women's rights, and as this movement was too popular at the beginning of XX century, it could
generate new profit for American Tobacco Company, as could create new demand from a new
segment of customers — women, who took up smoking. Another example of implementing a
cognitive approach in marketing — Listerine — is known as a company, which invented such a
medical condition as bad breath that requires treatment. Originally invented as a surgical antiseptic,
thanks to a new marketing strategy became a mean for a happy marriage for people, who had a
problem with bad breath. Listerine ran advertisements about the unmarried girl, who remained
single, because of this problem, and the company promoted its antiseptic as a remedy for fresh
breath. Indeed, this marketing campaign is a good example of creating new demand and customer’s
culture. Apple, Tesla and The Body Shop are good examples of modern companies, which marked
the beginning of new categories of product, markets and social trends. Thanks to Apple customers
found out that mobile phones can be without buttons and with a huge screen, that the main functions
of this gadget are not only calling and messaging but also making photos, notes and listen to music.
Tesla Inc. created a new vogue for electric cars and made world car producers bounce this idea. The
Body Shop started campaigning to end animal testing in cosmetics and was the first global
cosmetics company to fight it. Today this trend became fancy, and many well-known cosmetic
companies produce goods without testing on animals. All these companies created a new lifestyle
and customer culture in their segments, new vogue and trends, and new ways to be unique and
trendy by using their brands.

Another type of cognitive marketing implementation can be described as adaptive. Using this
strategy, companies don’t create a new style of consumption but are looking for modern tendencies
and try to adapt and develop them, discover the cognition and interests of customers, who follow
these trends. Among examples of adaptive cognitive marketing strategy, we can single out such
companies as Dove, Always, Uber, Volvo, Beyond Meat, Lush Cosmetics, Zara, etc. These
companies try to follow modern social and ecological tendencies, such as: climate change (Beyond
Meat produces plant-based meat, Lush Cosmetics provides all-natural bath and body goods, Zara
provides Join Life collection - clothing line, which is made with forest friendly and animal friendly
materials), human health (Beyond Meat produces plant-based meat, with greater or equal protein
levels than their animal counterparts, no cholesterol, less saturated fat, and no antibiotics or
hormones; different sport clubs with wide list of services for weight loss and proper nutrition),
gender equality and women's empowerment (Dove provides advertisements and projects to help
girls to raise their self-esteem and realise their full potential;, Always provides LikeAGirl campaign
to help girls everywhere keep their confidence by tackling the societal limitations that stand in their
way), sharing economy (Uber provides rent of bike and scooter with the Uber app; Airbnb provides
a platform for hosts to accommodate guests with short-term lodging and tourism-related activities).

Conclusion. Cognitive marketing is based on cognitive psychology, behavioral economics,
classical marketing, which, in addition to such synergy, will allow to understand more deeply
customer's behavior and develop tools of traditional marketing, to help create effective marketing
strategies for product positioning and product development. Developing and detailing ideas of
scientists, who formulated this concept, we may note, that cognitive marketing means the
establishment of new needs, not previously assimilated by the consumer of the product, which not
only will satisfy the functional (basic) tasks of the given product, but will establish a new style and
standard of living, that consumers of this product will desire. Today the new strategy of
development for companies becomes technic of creation of new customers' culture and lifestyle,
promoting under this idea new products and services. Growth and diversification of different
categories of goods and services should be reconsidered as strategic direction for companies
towards applying the policies and strategies for creating and preserving the new cultural values
for potential customers. Today there are enough successful examples of proper usage of cognitive
marketing. Such companies and products as Apple, Tesla Inc., Facebook, The Body Shop, Dove,
Pampers, Lucky Strike, Dove, Always, Uber, Volvo, Beyond Meat, Lush Cosmetics, Zara
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implemented this strategy on the world market. They creates a new lifestyle and customer culture in
their segments, new vogue and trends, and new ways to be unique and trendy by using their brands.
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