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ACTUAL PROBLEMS OF MARKETING 

AND MANAGEMENT 

 
UDK [657:658.15] : 005.337 : 640.43 

 
D. Karpenko 

 
MAIN ORGANIZATIONALASPECTS  

OFMANAGEMENTACCOUNTINGINCOME RESTURANTS ENTERPRISES  

 

The activity of restaurant industry enterprises in competitive conditions predetermines 
necessity in providing managers with relevant information that allows you to take appropriate 
management decisions, monitor and regulate the work in general or for specific structural divisions. 
To achieve the positive results of the implementation of system of management income accounting in 
restaurant industry enterprises it is offered initially to solve all the organizational issues that are 
reflected in the enterprise's accounting policy in general or special part, which relates directly to 
management accounting, including management income accounting. It is expedient to include also 
the issue of establishing the management accounting services, the implementation of accounting 
based on the allocation of responsibility centers, development of features of incomes classification, 
working chart of accounts of management accounting and income codification considering specific 
activity of restaurant industry enterprises, division of responsibility between managers of profit 

center etc. In its development highly qualified professionals who possess not only knowledge in the 
field of accounting, but also financial and strategic management, economics, decision-making, with 
systematic economic thinking etc. are engaged.  

It is offered to conduct the organization of management accounting by responsibility centers, 
highlighting the following centers of income: center of income from marketing, center of the 
marginal revenue from realization, center of other operating income. The appropriateness of using 

the marginal approach to determine the contribution of each responsibility center (zones - hall of the 
restaurant, cafe, billiards, bowling, karaoke etc.) to covering total fixed costs and ensuring profit of 
enterprise in general is grounded. The approaches to zoning restaurant industry enterprise aiming at 
arranging management accounting and movement of products (goods) and cash respectively inside 
of an enterprise, to carry out the most effective use of retail space of an enterprise, that ensure 
maximizing the yield of zones of production and sales by clear division of responsibility between 
managers and structuring of production and halls are worked out. The system of analytical accounts 
that will allow to generate detailed information about the income of the company is offered 
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ECONOMIC THEORY 

 
UDK 658.589:665.6(043) 

 
M.V. Makarova, A. A.Shcherban 

 
INNOVATIONS MANAGEMENTACCORDING TO THE BALANCED 

SCORECARD METHODOLODY ON THE EXAMPLE OF OILSERVICE  
COMPANY 

 
The article outlines the essence of the balanced scorecardmethodology,application of this 

methodology inoilservices companies` management was analyzed.  
 

First and foremost, the implementation of the BSC methodology for auto service company is the 
concentration of efforts on strategic directions for the company.  

The second result is the existence of strategic objectives in each unit . 
 

The third result - the possibility of a clear understanding of the impact of actions. The presence 
of each objective indicators of achievement allows each participant in the process to understand 
their role in implementing the strategy.  

Finally, the fourth result - monitoring and control of the process of implementation of the 
strategy " top- downward ." Balanced Scorecard as any other management tool should be 
adjusted during the development of the company and changes in the external environment. The 
environment in which it operates oilfield service company Schlumberger, very dynamic, resulting 
in a permanent adjustment of strategic objectives, which, in turn, requires constant updating of 
indicators to achieve these goals, including on innovation management company. 

 
Key words: the balanced scorecard methodology, oilservices companies, innovationactivity, 

strategic management, strategic map, ERP- system. 
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NATIONAL AND REGIONAL ECONOMY 
 

 
UDK 336:640.4(477.53) 

 
L. Shymanovska, A. Kaplina  

 
EFFECTIVENESS VALUATION OF THE HOTEL INDUSTRY ECONOMIC-

FINANCIAL ACTIVITY OF POLTAVA REGION 

 
The article is devoted to the economic-financial activity valuation of the hotel industry of 

Poltava region. There is shown that priority direction of the Ukrainian economy development is to 
create facilities for the tourism industry development and its constituent – hotel industry. Here is set 
that the government pays a lot attention to the regional development. There is carried out the 
valuation of the Poltava region touristic flows, analyzed the quantity of the hotels and inns during 
2005-2010. There are marked the positive and negative tendencies of the hotel industry in Poltava. 
There are analyzed tendencies of changes at the structural subdivisions of the hotel service and 
others inns for temporary staying. Here is set the increase of the capital assets of the hotels and inns 
activity for the last 6 years (2005-2010). 

Key words: regional development, hotel industry, tourists flows. 
 
 

 
UDK 332.13(477)(043) 

 
H.S. Mityushkina  

 
MICRO AND MESO LEVEL OF UKRAINE REGIONAL 

COMPETITIVENESS 

 
This paper deals with current trends in the regions of Ukraine, including estimated level of 

differentiation for the main macroeconomic indicators. The evaluation of the competitiveness of 
regions at the level of micro regions (oblast) and mezorehioniv( economic regions ) formed on the 
basis of sectoral specialization. It is proved that the Local Development Ukraine has significant 
imbalances that eventually grow. Confirmed the formation of regions of Ukraine leading industrial 
development, which serve as the currency of donor countries (Kyiv, Dnipropetrovsk, Kharkiv, 
Donetsk, Zaporozhye, Lugansk region) and recipient regions (Khmelnytsky, Volyn, Transcarpathian, 
Ternopil, Chernivtsi regions whose development should be encouraged by favorable market 
mechanisms (tax preferences, soft loans , investment subsidies, targeted transfers, etc.). 
 

Assessing the competitiveness of regions of Ukraine by the integrated method was carried out 
using indicators such as natural resource potential of regions, the total gross  regional product 
regions, FDI, exports of goods regions, exports of services regions, imports of goods and services 
regions, the number of industrial enterprises engaged in the implementation of innovative products, 
the cost of innovation in the region, the number of firms that introduced innovations, the number of 
species produced innovative products. 
 

Evaluation results competitiveness micro Ukraine showed that the highest ranking during 
2007-2011 years had Dnepropetrovsk, Kharkov, Kiev, Donetsk and Zaporizhia region. Among the 
economic regions of the country (meso) ranks first mezorehion Donetsk (0.47), the last - Podolsk 
(0.21). 
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Creating the conditions for increasing Ukraine's competitiveness requires the introduction of 
an effective regional policy, which is based must be assigned the formation of competitive clusters at 
the regional level. 

 
 
 

UDK 332.012.2:378 

 
L.P. Baryshnikova, V.E. Malynenko  

 

INDUSTRIAL COMPLEX OF CLUSTER TYPE AS A CURRENT FORM OF 

COMPETITIVE ECONOMY 

In this paper, basing on the example of the world leading countries it is proved the advantage 
of the formation and operation of industrial systems of cluster type  as a current form competitive 

economy. 

Background research. In public administration theory there is some shortage of development 
concerning problems of interaction between government and enterprises that reduces the 
effectiveness of the development and operation of industrial facilities and infrastructure. This 

reinforces the crisis, and thus requires significant changes in the economic and industrial policy based 
on the increasing role of government regulation.  

As a tool for developing of management strategies cluster approach can be adopted. Creation 
and development of industrial clusters is advisable to carry out with government taking part in that 
determines the legal regulation of the business environment and investment climate.  

Cluster shape is an important object of industrial policies pursued both at national and regional 
levels. In this regard, the management of industrial complex is a priority in terms of their formation, 

taking into account the cluster infrastructure. Exactly this determines the relevance of the research 
topic. 

Status of the problem. Cluster analysis is a set of mathematical techniques designed to create 

groups relatively "distant" from each other "close " to each other about the objects or the distance 
relationships (actions proximity) between them. The meaning of this term is similar to the following 

terms: automatic classification, taxonomy, pattern recognition without a teacher.  
In fact, cluster analysis is a generic name of rather large set of algorithms used to create the 

classification. Some publications also use interchangeably cluster analysis as classification and 

breakdown. Cluster analysis is widely used in science as a means of typological analysis. In any 
scientific activity classification is a fundamental component, without which it is impossible to build 

and test scientific hypotheses and theories.  
Analysis of domestic and foreign publications shows that cluster analysis is used in a variety of 

scientific fields: biology, medicine, archeology, history, geography, economics, philology, etc. Much 

of the literature on cluster analysis is published over the past four decades, although the first work in 
which clustering techniques were mentioned appeared a long time ago. Polish anthropologist Jan 

Czekanowski proposed the idea of "structural classification" [9], which included the idea of cluster 
analysis - selection of compact groups of objects.  

In 1925, the Soviet hydrobiologistP.V.Terentyev developed a so-called "method of correlation 

Pleiades" [6], designed for grouping characteristics that are correlated . This method gave impetus to 
the development of grouping methods using graphs. The term "cluster analysis" was first proposed by 

R.Tryon [14]. The word «cluster» is translated from English as "bunch, beam, group". For this 
reason, this type of analysis is originally called "cluster analysis ." 
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In the early 50s of XX century  publications of hierarchical cluster analysis algorithms by 
R.Louis , E.Fiks and J.Hodges  appeared. A notable impetus to the development of cluster analysis 
was given by R.Rozenblattwork  which were connected  with   recognizing arrange ments that 

initiated the development of the theory of "pattern recognition without a teacher" . [3]  
The impetus for the development of clustering  methods was the book "Principles of numerical 

taxonomy" published in 1963 by two biologists  Robert Sokel and Peter Snit [13 ]. The authors of 
this book came from the fact that the creation of efficient clustering of  
biological classification procedure should ensure the use of various parameters characterizing the 

studied organisms, carry out assessment of the degree of similarity between the organisms and ensure 
you have similar organisms in the same group. Thus formed group must be sufficiently "local ", ie, 

the similarity of objects ( organisms) within the group should outperform groups of similarity 
between them. The following analysis of selected groups, according to the authors, may determine 
whether these groups correspond to different species. In other words, scientists have assumed that 

identifying patterns of distribution of objects into groups, help to establish the process of creation of 
these structures. And the differences and similarities of organisms of different clusters (groups) can 

serve as a basis for the evolutionary process understanding that took place, and the elucidation of the 
mechanism of its implementation. 

During these years, many algorithms have been proposed by authors such as J.McKeen 

,G.BollD.Holl on  k-mean methods [12 ];  G.Lans , C.Williams, N.Jardine and others on hierarchical 
methods [ 10,11 ]. 

In the 60-70s years of the twentieth century a great many popular algorithms developed by 
Novosibirsk mathematicians N.G.Zagoruyko, V.N.Yolkina ,G.S.Lobovoy. Most statistical packages 
use algorithms proposed and developed in those years [2].  

It is estimated by experts that the number of publications on cluster analysis and its applications 
in various fields of knowledge is doubling every three years. What are the reasons of such stormy 

interest in this type of analysis? Objectively, there are three main reasons for this phenomenon. 
First reason is the emergence of powerful computer technology, without which cluster analysis 

of real data is almost not realized. 

The second reason is that modern science is stronger in its arguments based on classification. 
Moreover, this process is more aggravated because it is parallel to the increasing specialization of 

knowledge, which is not possible without a fairly objective classification.  
The third reason is the deepening of expertise that inevitably leads to an increase in the number 

of variables taken into account in the analysis of various objects and phenomena. Consequently, a 

subjective classification that previously relied on a rather small number of features is already 
precarious. But an objective classification of the growing set of characteristics of the site requires the 

use of sophisticated clustering algorithms that can be implemented only on the basis of modern 
computers. Just these reasons created a "cluster boom".  

The purpose of the article  is the analysis and synthesis of global experience in the 

development of regional industrial complexes based on the cluster approach .  
The main results of the study. Innovation clusters ancestor assumed the American Silicon 

Valley, where there are about 87 thousand companies, 40 research centers and a dozen universities, 
the biggest of which is Stanford. It is built an ongoing exchange of information and ―charged‖ 
innovative spirit people between the university and the private sector. Cluster is served by about a 

third of U.S. venture capital firms (180 firms),  47 investment and  700 commercial banks which 
somehow finance the activities of innovative companies [8].  

This volume of innovative activity allowed Silicon Valley to become the leader of the national 
exports, it has 40% of California's export trade. Worldwide teсhnoregions try to emulate the success 
of the valley, even to emulate names: Silicon Plateau in Bangalore (India) Silicon Island of Taiwan, 

SiliconSwamp in Israel. 
It should be highlighted the role of the state in the formation of cluster strategies. The first 
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clusters were formed exclusively by the " invisible hand of the market",  first of all  in TNCs 
upgrading, but in recent times many governments have begun  " to grow " them on their own 
initiative in the framework of public- private partnerships , identifying the process tangible financial 

and moral support. 
Current state policy in clusters support  is determined by many different national characteristics 

. It can be very diverse and serve as: 
• specific policy with a defined strategy and a dedicated budget, which covers a range of 

industry sectors and different aspects of cluster development ;  

• policy that is focused on certain aspects of cluster development: network of interaction among 
businesses or between businesses and research organizations; 

• policy as a part of other economic development strategies;  
• the overall goal of a series of other uncoordinated activities aimed at a specific industry, for 

example such as in Arve Valley (France), where measures of the local and national level are aimed at 

the development of the metal industry in the region.  
The diverse policy, which is carried out, determines the variety of directions and forms of 

government support for innovation clusters , including: 
• specific projects direct financial support; 
• administrative procedures enforcement; 

• knowledge or other components of the infrastructure providing;  
• research and innovation spending tax cuts; 

• public events organizing (fairs, trade missions, etc.) 
• providing of networking with universities and administration;  
• providing of networking with companies; 

• the incubators development support; 
• the reputation of the region (cluster) improving support;  

• ensure the information transmission  market demands, the market situation, new rules, etc. )  
• transport links with other clusters or geographic regions providing.  
The importance of government support in the implementation of cluster development abroad is 

the formation of specific infrastructure. Typically the implementation of cluster policy requires a 
grant of funds (institutions, agencies), supporting cluster initiatives: for example, the National 

Planning Agency DATAR (France), Information system of clusters search and classification CASSIS 
(Luxembourg), the National Council on Competitiveness (USA.) Cooperation program  LINK ( UK) 
[4 ]. In addition,  special institutions for effective carring out the functions of development, 

construction of network structures and their internationalization are emerged. They are centers of 
expertise (Finland) , centers of Benefits ( USA), consulting, marketing and analytical and branding  

companies (Economic Competitiveness Group ( USA) ), Marketing and AnalyticalResearchCenter 
(Kazakhstan), institutions and agencies within the cluster initiative (MunichTechnicalUniversity). An 
integral part of the clustering strategy infrastructure software is the creation of business incubators, 

technology parks, special economic zones, which  in fact  are the catalyst for the industrial clusters 
creation. 

Joining the cluster increases the status of the entering it companies, promotes the growth of 
attention to them by financial agencies, promotes the growth of their international reputation and 
popularity of the trade mark, attracts additional resources to the region. In turn, the presence of a 

cluster increases the role of regional administrations, as it  builds and strengthens the region's 
economy, stimulates  economic growth and accelerates social issues, creates the conditions for the 

successful development of backward areas. 
In this regard , as the international practice shows, the  cluster policy initiators can act as a 

central governing body conducting cluster policy "from above " and as a regional government or 

local business associations offering programs to stimulate the implementation of clusters ―from 
bottom to top ". These programs are called "cluster initiative ",  and it is defined as an organized 
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attempt to increase the rate of growth and competitiveness cluster in a particular region , involving 
cluster firms in the process , the state and research institutions [1].  

Examples of the most successful cluster initiatives among the old members  in the European 

Union are Austria, for small countries (especially cluster initiative  
in the state of Upper Austria, where the term "cluster" has been effectively used as a "brand" 

to improve the image of the region and attract foreign direct investment in local businesses ) , 
United Kingdom ( Scotland) , Spain ( Catalonia ), Germany (North Rhine-Westphalia) , and among 
the countries of Central and Eastern Europe  the  public- private partnership in the development of 

cluster initiatives operated the most effectively in Slovenia. At this time, 11 cluster initiatives for 
targeted funding were selected by the Government of Slovenia on a competitive basis, among them 

the most developed ones can be divided into three clusters : automotive, machine tool, and 
transportation and logistics.  

So today, many countries are developing national programs and bear huge financia l costs on 

clusters "cultivation". Almost all EU countries have developed such programs. They are implemented 
in accordance with the decisions of the Lisbon strategy for implementation in Member States of the 

knowledge economy capable basing on innovative clusters to ensure competitiveness that is higher 
than economic indicators of the USA and Japan.  

Clusters recently had the privilege of the most developed economies but  in recent years there 

has been a manifestation of this phenomenon in the developing world. In Hungary, Poland, Slovenia 
clustering is supported by special programs.  

In particular till 2003 inHungary there was a system with more than 150 clusters in the 
following areas: construction, textile industry, thermal waters, optical mechanics , automotive , 
woodworking , food products , electronics , etc. It also operates more than 75 industrial parks, 

combining 556 companies with number of employees 60 thousand people. Industrial parks have 
significant Hungarian customs and tax benefits. In 2005-2009 the state has allocated 26 billion euros 

directly to create innovative technology platforms and clusters. In addition, it was allocated 80 
million for strengthening the links between universities and industry, 7 million for supporting of 
small innovative businesses, 50 million for expanding the network of business incubators that support 

small firms in the early stages [4 ].  
In the CzechRepublic under the auspices of the Industry and Trade Ministry the program 

"clusters" is implementing. Its aim is the creation and development of clusters, strengthening of 
horizontal and vertical forms of cooperation, such as provider - consumer , research institute - 
manufacturer , wholesale - retail . Typically, companies of a certain industry together with 

universities in a particular region form a cluster in form of the entity that coordinates the common 
development, production and sales and it is the recipient of grants. The cluster must serve at least 15 

independent organizations and  75% of this number should be engaged in manufacturing, trading or 
service provision. Most members of the cluster (not less than 60%) should be small and medium-
sized enterprises. 

A strategy of industry competitiveness improving based on clusters operation was adopted In 
Slovenia, it was founded association "Automotive Cluster of Slovenia ", which includes 22 

companies and 5 scientific and educational institutions. As it is seen from the World Economic 
Forum data, active economy clustering of Hungary, the CzechRepublic and Slovenia allow them to 
improve significantly their rankings of competitiveness and enter the 30 the most competitive.  

It should be  emphasized that cluster policy  varies by practical approaches and it doesn’t exist  
at least as a clear specific set of policy instruments (in contrast to, for example, the investment 

policy). The same can be said about the diversity of the distribution of competences between the 
central and local authorities.  

The first attempts of implementing the cluster approach in today's economy take the CIS 

countries. For example, according to the International Market Promotion Fund data more than 25 
industrial agglomerating companies and structures are formed in Ukraine and they practically work 



BULLETIN OF MARIUPOLSTATEUNIVERSITY. SERIES: ECONOMICS, 2013. ISSUE 6 

12 

 

and they  interact  under the scheme close to the cluster. The construction and garment clusters in 
Khmelnitskyare  the largest and the most successful ones  in terms of output.  

In the midst of the crisis in July 2009, the decree of the Presidium of NAS of Ukraine approved 

the procedure for the establishment and functioning of the national innovation clusters, and also it 
was indicated a list of academic institution and industrial enterprises which should join the clusters [5 

]. Clusters are created in the priority directions of innovation: "The new machine" (Dnipropetrovsk), 
" New Materials " ( Kharkiv ), " Biotechnology " (Lviv ), " New food " ( Kyiv and Kyiv region), 
"New technologies of nature management " (Donetsk ), " Society Innovation Culture " ( Kyiv ), 

"New power plants and engines" ( Kiev) , "Energetics of  Sustainable Development" ( Kyiv ).  
As the main aim of the national modernization strategy of Ukraine it is allocated country’s 

coming out on the path of sustainable development with the growth of well-being and life quality  for 
all segments of the population. The basis for achieving of this goal is macroeconomic stability 
achieving and creating favorable conditions for business development and the elimination of 

infrastructure constraints and radical modernization of the economy concerning reducing the gap in 
competitiveness of companies with major industrial competitors.  

Currently  it can be said about the following industry clusters: 
•E.O.Paton Electric Welding Institute (founders : Scientific and Technological Corporation 
"E.O.Paton Electric Welding Institute " ( STC EWI ) NAS of Ukraine, "Titan " Certification 

Authority " SEPROZ ", "Center of Innovation" etc. .)  
•Science and Engineering Concern " Institute for Single Crystals » NAS of  Ukraine (founders : 

Science and Engineering Concern " Institute for Single Crystals » NAS of Ukraine, 27 companies 
from Kharkiv, Kyiv and Sumy); 
•semiconductor technology and materials , optoelectronics and sensor technology (founders : Institute 

of Semiconductor Physics NAS Ukraine); 
•Technological Park CJSC "Vuglemash" (Donetsk); 

•Technological Park "Institute of  EngineeringThermophysics " ( Kyiv ) (Founders: Institute of 
Engineering Thermophysics, National Academy of Sciences of Ukraine, Kyiv City State 
Administration); 

•Technology Park " UKRINFOTEHC " (Kyiv); 
•Technology Park "Intelligent Information Technologies" (Kyiv); 

•Technology Park "Kyiv Polytechnic" (Kyiv) (founders: National Technic University" Kyiv 
Polytechnic Institute "); 
•Technopark "Yavoriv: " ( founders: Lviv Regional State Administration and Yavorivska. 

District State Administration, Western State Scientific Center of NAS of Ukraine, the S ience 
Promotion Fund, National University "Lviv Polytechnic ", Investment Company " Talychski 

investments" etc.). 
Conclusions. Thus, conducting cluster policy is based on the organization of interaction 

between state and local authorities, businesses and academic institutions to coordinate efforts for 

manufacturing and service innovation improving  that promotes mutual improvement and work 
efficiency increasing.  

Competitive clusters often have developed links with similar clusters in other regions and 
countries. Stimulation of these international relations is becoming an important vector of cluster 
policy and promotes cooperation between related clusters, development and implementation of 

cooperation programs. 
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EVALUATION OF UNIFORMITY OF SOCIO-ECONOMIC DEVELOPMENT OF 

UKRAINE REGIONS  
The article highlights the features of the socio-economic development of Ukraine regions, 

regional development imbalances determined from GRP, level of unemployment, involvement of 
regions into the labor international division process, processes of foreign direct investment and 
investment in fixed assets, calculated index of socio -economic development of Ukraine regions. The 
analysis of certain social and economic development indicates the differences between the regions of 
Ukraine. However, there is a gradual slowdown in interregional differences growth rate of indicators 
such as gross regional product per capita, unemployment level and investment in fixed capital. 
During the period under review level of disbalance of such characteristic as export of goods has 
increased. It was determined that the largest value of index of socio-economic development is in 
Donetsk, Dnipropetrovsk and Kyiv region, the least developed region according to indices selected 
for analysis is Chernihiv region.   

It was determined that a necessary condition for increasing socio-economic development of 
Ukraine is to develop regional development programs that would take into account not only the 
problems of individual regions, but especially the development and specialization of regions. Regions 
of Ukraine need higher rate of investment in fixed assets, that should be directed at upgrading and 
modernization of traditional sectors of industry and the introduction of system of accelerated 
depreciation charges for businesses. Western regions of Ukraine, such as Vinnytsia, Zhytomyr, Lutsk, 
Ternopil, Chernihiv are experiencing other problems, including limited employment opportunities. 
Therefore, it makes sense to direct government efforts to create regional clusters or industrial 

complexes, providing significant mobilization of capital in these conditions. Improvement of the 
situation could be reached by change in the law and exemptions, aiming the government efforts at 
infrastructure development in these regions, that would be able to attract significant private capital, 
including foreign. 
 

Key words:region, gross regional product, gross added value, regional 
developmentimbalances, competitiveness. 
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MODERN CHALLENGES AND PROBLEMS ON THE WAY OF FORMATION OF 

THE NEW ECONOMY 

More and more countries seek to implement transition to the new economy, which focuses on 
the use of resources such as knowledge and its implementation in the latest innovations. However, 

the formation of such an economy is associated with the emergence of a completely different kind of 
problems facing the state and society. Their timely identification will eliminate the hazards and risks 
associated with them, even before they begin their negative impact on the national economy. 

Keywords: new economy, the economy of shake-ups, virtual pirates, partisans of business, 
freelancer. 

 
The problem formulation. The implementation strategy of the formation of the innovative 

model of Ukraine's development largely depends on internal factors, the ability of the national 
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economy to the innovation development, determination and competence of state authorities, etc. 
Implementation of such a plan will undoubtedly bring our society with a highly developed post-
industrial, which will contribute to the formation of the new economy in our country.  

Undoubtedly, Ukraine's movement towards building a knowledge economy opens up new 
horizons of development before our country, however, the acceleration of the process of formation of 

the new economy in other countries indicates the formation of a cardinally other problems they have 
to face. As in Ukraine the K-society (the knowledge society) is in embryonic state, it is necessary 
already today to take into account macroeconomic risks and problems generated by the new 

economy, because they largely will block the process of progressive development of the Ukrainian 
society. 

Analysis of the last researches and publications. The problem of the formation of the  economy 
has already been investigated for several decades. It was investigated or continue to be investigated 
by such foreign scientists, as R. Alcali, L.Gokhberg, W. Deming, P. Drucker, V. Inozemtsev, H. 

Klodt, D. Martin , M. Castells, R. Crawford, P. Romer, G. Feinberg and many others. In Ukraine this 
issue is actively researched by such scientists as A. Arseenko, A. Galchinsky, V. Heyets, P. 

Yeshchenko, V. Onischenko, L. Fedulova, etc. However, most of the early works are theoretical, 
little aimed at the practical aspects of the study of the problem of functioning o f the new economy. In 
this vector significantly smaller number of Russian scientists work.  Such scientistsasT. Kovalchuk, 

A. Fatenok-Tkachuk, K. Krupka, T. Romaniuk and others are engaged in research of separate 
problem parts of practical aspects of functioning of the new economy. The main attention in these 

studies is given to the benefits that will accrue to society, which will effect the transition to the new 
economy, leaving aside the study of the possible dangers, threats, increasing dangers and negat ive 
tendencies, which will appear in the knowledge society. That’s why the study of this aspect of the 

problem should be one of the key element in contemporary study of the formation of the new 
economy. 

The article aims at identifying the main problems and threats facing Nations, including 
Ukraine, together with formation of the new economy in the society.  

The main context. The new economy or knowledge economy is a system of human activity, 

characteristics, factors and factors, which together are based on: first, high scientific-technological 
and intellectual potential; secondly, an unprecedented informational opportunities, which 

predetermine a qualitatively new state of the relations of production and the productive forces of 
society; thirdly, the quality of the human potential, adequate educational training of the modern era 
[2, p. 206]. Not natural resources, as indicated by Talanchuk P., not some special geographical 

location, but the quality of  human potential, the quality of  subjects of all public re lations, personnel 
will ensure competitiveness, a country's success in the world [12, p. 25].  

Innovations are considered to be the most important attribute of the new economy, driven by 
knowledge, a sizeable increase in knowledge- intensive, high-tech directions, capable to concentrate 
and demonstrate scientific-technical and informational progress.  

The formation of a «new economy», on the one hand, emphasizes the special role of the 
intellect, and on the other, creates new dilemmas, contradictions and conflict risks, which previously 

have not been encountered by humanity. Prevention or minimization of the systemic risks that 
inevitably accompain civilizational changes and achievements in the economies of individual 
countries and at a global level, are becoming more subtle and complex process [4, p. 329]. Survival 

of  Ukraine in such conditions requires the ability to rapidly adapt to new challenges, to respond to 
and take the appropriate decisions. So the statement in the world of the «new economy» requires 

from our state taking into consideration such tendences (both positive and negative) and localized 
signals, which are able to influence both individual States and the world community as a whole.  

The instability can be called the one of such main problems of the new economy. In the present 

aspect one should note the non-crisis and crisis phenomena, namely short-term fluctuations in the 
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economy. As their number is constantly growing in conditions of the new economy. The bright fact 
of this is the reduction in the last thirty years the life duration of firms [13, p. 57].  

There are situations when the rate of economic life becomes «shake-ups», when economic 

agents from time to time are shaken with changes. The dynamism that came together with 
automation, computerization and virtualization, leads to the fact that most of the actors of the world 

and national economies do not have time to track all the changes that occur in different public 
spheres, especially in science and technology. Separate fluctuation element is the development of 
Internet and Internet society, which in its form can be called a virtual, but which unites within its 

borders people of different age groups and countries from different continents.  
In the vastness of the ―world-wide web‖ are created and spread quickly virtual coalition, 

capable to transmit, receive, process data, etc. In such conditions to trace all tendencies of national 
and world markets is impossible. The majority of market players are not capable to react to all short-
term shocks. Therefore, more and more scientists determine the new economy as the economy of 

constant change, and some experts are speaking not about change, but about shakes (churn)[11, 13, p. 
57]. 

Therefore, in the conditions of  the development of «economic shake-ups», respectively, will 
grow the level of macroeconomic risks in the Ukrainian society. The Ukrainian economy, which and 
without that rather painfully reacts to any shocks (from an economic point of view) in the world 

economy, in conditions of constant changes doomed to extinction. The outlet lies only in the update - 
that is, upgrading key areas of public life and, first of all, economic.  

Modernization is a shield or a vaccine that is able to oppose negative manifestation outside of 
our country, to support the «health» of the domestic economy, ensure its normal functioning. The 
new economy or the economy of the changes is a new quality. In it the source of the changes, and 

simultaneously change the consumers, the organization (enterprise), competitors, technology, capital 
and the state. 

Consumers in the new economy became active market indicators. They are the main customers 
of the existing goods and services, and to a large extent responsible for the above-mentioned short-
term shocks. There is individualism, when every buyer wants to get something unique, not like the 

other. Disappears mass (mass production), and more emphasis on the limited edition of products, 
often update the commodity range of products. In this regard, it transforms the existing practice of 

marketing research. In particular, long-term study on promotion of products on the market can be the 
cause of the loss of the segment, and therefore income. In such conditions it is necessary to develop 
the sixth sense is enterprise - intuition. For example, you can call the mobile phone market, the 

growth rates of which were quite steep, which led to the expansion of the model range of the given 
goods. However, production of  touchphones and smartphones in the early 2000s led to a revolution 

in this segment: while most manufacturers continued to improve button model (software, functions, 
characteristics), manufacturers novelties were able to capture a client, which was favoured by new 
high-tech product. The companies, which spent a lot to develop production of «button» models 

suffered significant losses. A little less than a decade, and have appeared on the market a new product 
- a tablet that has significantly adjusted the dynamics of sales in this time of two products: 

smartphones and laptops. Their number increases every year, reducing the demand for other (above) 
goods. As we see, in such conditions it is difficult to speak about the global and targeted research, it 
is difficult to predict the wish and the choice of the consumer, his openness to innovation. Some 

scholars argue that the need to research almost disappear, since most of the goods will be bases on a 
continuous flow of innovations [13, p. 57]. This is confirmed by the slogan of Acio Morita – the 

founder and successful manager for a long time of ―Sony‖ company: «Closely watch how people 
live, learn intuitively understand what they need and create it. Do not waste time on market 
research»[6, p. 114]. 

In Ukraine in this plan is disastrous situation. Before the calling of the new economy in the 
form of new consumers of domestic, industry looks just helplessly. None of individualism is not 



BULLETIN OF MARIUPOLSTATEUNIVERSITY. SERIES: ECONOMICS, 2013. ISSUE 6 

16 

 

discussed, especially in the sphere of material production. The mass, which was inherent in the 
USSR, has lost its relevance. Large production complexes which are capable of producing enormous 
amounts of products in new economic conditions become a burden. In such conditions, the 

manufacturers offer consumers what they want, and that is able to produce.  
The slogan ―buy Ukrainian‖ or «buy domestic» will remain the calling of hope, more oriented 

to the request of the local producers to buy few people need domestic products. New realities require 
a rapid response to the appeals of the population, tracking of dynamics and trends. Only in such 
circumstances, the Ukrainian producers will be able to compete on the domestic and foreign markets. 

Technological modernization aimed at the improvement of production quality, in the amount of 
qualified intuitively oriented managers and marketing specialists are able to promote Belarusian 

goods to the markets. Then in domestic companies will be invested funds, they will be attractive on 
the market, and the products will be in demand.  

As noted by D. Ivanov, in the new economy, a successful company is created and structured 

creative communications. And the creativity can be defined as the ability to custom, or better yet 
extravagant and daring decision to switch to your product and/or own company attention o f target 

groups [1, p. 56]. Therefore, future Russian specialists who study in UNIVERSITIES need to teach 
this creationism, the ability to think, etc. Indeed, experience shows that such a wave of creativity are 
able to present the company to the top of the capitalization, which basis of activity are principles: 

money is made not on the product and not even on the brand and on trend. That is, on the so-called 
short positions. The end of a trend is evident shaking (tremors), which allows other companies to 

break into the leaders. 
Such elements of the «new economy», «economic shake-ups‖ must be considered in the further 

development of the domestic companies and the state as well if we wish the Ukrainian products are in 

demand, and commonly found the mass consumer. 
Changes happen, as we have noted, and with the enterprises (organizations), which become 

more virtualized in the «new economy». This can be seen in the appearance instead of the traditional 
vertically integrated companies, flexible and mobile network structures and management 
companies[1, p. 45]. A growing number of virtual offices, which can run people who don't see each 

other physically with each other. The use of virtual technologies, switching connections, virtual space 
can significantly reduce the level of expenditures to search for workers. As for the latter, the most 

vivid example is the increasing number of freelancers - qualified people who work at home, and 
search for clients through the Internet and social networks, or through a special Internet exchange, the 
most famous of which, today, are «FreelanceSwitchJobs», «Elance», «oDesk [5, 376]. On the 

Internet exchange Elance are registered 1 365 264 free- lancers (including Ukrainian freelancers - 
8021), and on oDesk -1 445 945. During the period of operation of the site Elance (i.e. since 1999) 

Ukrainian freelance workers earned 21.1 million. (from a total of plague in 140 million dollars). With 
regard to online exchange oDesk, for the number of working hours Ukraine occupies the 4th place 
after India, the Philippines and the US, ahead of Russia, China, Canada, Poland and other countries, 

and the average rate of hourly wage of domestic workers is $ 16./hours[9; 10].  
Therefore, domestic entrepreneurs should keep pace with time and with the requirements of the 

new economy, to engage actively in the processes of virtualization, because they provide a significant 
opportunity and a number of advantages: lower cost, faster transmission and processing of data, 
simplifying the process of decision making (primarily of group or collective), etc.  

The modern stage of development of countries is characterized by a return to the ideas of 
protectionism. However, this policy has moved on to a whole different level of development. The 

subjects of the macro- level are trying to protect a greater extent than markets, and intellectual 
resources. In this regard, scientists note that the acceleration of the processes of diffusion of 
knowledge and technology actualized the issue of restrictions that use the developed countries with 

the aim of maintaining its leading position in the sphere of high and strategically important 
technologies. Besides the obvious regimes protecting intellectual property, private corporations and 
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TNCs are increasingly involved in various national and international restrictions. The increasing 
distribution is received «informal» restrictions, which are implemented through restrictions on the 
sale of «problem» countries or countries opponents (or competitors) a number of key technologies, 

and creation of such conditions, when access to a specific innovation and technologies, or assets in 
the sphere of «high-tech» for them becomes extremely problematic[7, p. 10].  

Virtualization economy has led to the emergence of new categories - «virtual pirates» and 
«partisans of business», which pose a serious threat to the world business, large monopoly giants etc.  

Virtual pirates are plundering of intellectual property, and the partisans of business  made 

products similar to the originals, but significantly lower at cost because the price of such goods does 
not include branded and glamorous margin. Pirates of the same actively assign additional income 

from intellectual property rights, especially copyright and related rights. Ukraine, which wants to 
build the post- industrial society must actively oppose such groups. The plot level of 
intellectualization of enterprises (both domestic and international) will grow, as will grow the share 

of high-tech products, which is based on intellectual capital. Therefore, the improvement of 
legislation in the sphere of protection of intellectual property is another new requirements of the 

economy, which should be taken into account. Inaction in this area can lead to the isolation of 
Ukraine by the world powers, the deterioration of the image, and therefore the attraction of investors.  

The refusal of Ukraine to keep up with the times in the field of intellectualization of society and 

the appropriate protection of such property may have for our country millions (if not billions) of loss. 
As to what all moves. The international intellectual property Alliance - private Alliance, which unites 

seven associations representing the interest of more than 3200 companies in the United States - has 
addressed to the American chamber of Commerce with the requirement to take measures against 
Ukraine, special sanctions in connection with a high prevalence of Internet piracy in our country and, 

first of all, because of the inaction of local authorities in this matter. The above organization has 
published a list in which Ukraine de-facto Internet pirate number one in the world [15, p. 2-3]and so 

the international intellectual property Alliance fully supports the decision of the American chamber 
of Commerce regarding to appropriate Ukraine the status of Priority Foreign Country (PFC) [14], 
according to which our country will be constantly supervised and adopted measures of a different 

nature (legal, political, judicial, economic, and other) to deal with cyber-criminals. 
So, as you can see, Ukraine should be ready for a new surge of crime, but not simple - virtual, 

i.e. cyber crime. Ultra modern computers, Internet, digital technologies contribute to their 
dissemination. Increasingly are stolen virtual money, which are e-cards, Bank accounts, etc. the 
Number of hacks corporate networks, servers, PCs, is also growing. Ukraine must be ready for 

battling such crimes, to form a new division of the law enforcement bodies, relevant specialists, and 
others. Otherwise,the domestic economy will be primitive, with large amounts of cash in circulation 

(and not e-money), and, respectively, of cash settlements. In such conditions the process of managing 
the national economy will only get worse, corruption will be difficult to track, and the business 
relationship with the developed countries stumble against serious obstacles. And we quite agree with 

the statement that there are all grounds to assume that the risks of Internet crimes in the near future 
will surely top the list of illegal economic activities that are accompanied with maximal tonization of 

various agreements and transactions and underreporting of huge financial resources from official 
record [2, p. 226]. 

Another problem Ukraine should encount, if it will continue to hold a course of building of a 

new economy is employment. Distribution in the world the knowledge economy raises the standards 
of doing business, competitiveness of goods and enterprises. In such conditions appears the necessity 

to «grow» the so-called «stars» - a special category of employees, which will have a significant 
amount of accumulated information and knowledge resources, expertise and a broad set of skills. 
Indeed, in virtualization enterprises (which are becoming more and more advanced, such personnel 

allows you to change and modify its operations in «real time», as quickly as possible get adapted to 
permanent shocks. Foreign scientists L. Edvinsson and M. Malone indicate that the spread of virtual 
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enterprises and organizations will reduce the number of management personnel of middle link and 
replace it with a variety of information-communication database systems [8, p. 443].  

In such conditions the state will not face with the problem of development of the «knowledge 

economy», i.e. Economics «for all» and the dilemma of the new economy - how many creative 
people society needs to function. In this situation the Ukrainian society will face the necessity of 

liquidation of another vestige of the «new economy»: «what to do with people who don't have the 
knowledge or skills? Bring them out of the country? To execute?»[3, p. 87].  

Undoubtedly, the development of knowledge in this vector will require a significant 

transformation in the system of postgraduate training, the strengthening of the increased attention of 
the enterprises to increase the qualification of their personnel and retraining, because it allows to 

keep the consistency of intellectual capital and, in particular, such component as human capital at the 
macro and micro level. 

Conclusions. In such a way, the spread in the world of innovative models of development and 

formation of the new economy in different countries reflects a number of threats and hazards to 
which Ukraine should be prepared. Distribution of short-term «shake-ups», the development of 

Internet and virtualization of the society (consumers, money, enterprises etc.), and as a consequence 
virtual piracy and partizans indicates that Ukraine should adapt to the planned global trends and to 
get ready to fight with those problems, which nominate the existing trends. Otherwise, the delayed 

reaction will require much more effort and expense on building of a «new» economy in Ukraine.  
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MODERN MECHANISM OF REGULATING THE SPHERE OF INDUSTRY IN 

GERMANY 

In the article the mechanism of regulating the sphere of industry in the FederalRepublic 
of Germany at the modern stage of development of the world economy and international 
economic relations is investigated. It is found out, that the Federal Government of Germany 

denounces protectionist measures of supporting  industry, following the principles of welfare 
market economy, in accordance with which  the  government  creates only framework  conditions 

for the successful development of industry. Government  activities in the field of industrial policy 
and development are aimed at supplying industry and households with electricity and raw 
materials,  environmental protection, technological transformation, developing scientific 

information exchange, changes in the demographic situation, developing mobility (logistics, new 
technologies in the automobile industry), tourism, ensurng security.  

Key words: regulating economy, FRG's government economic policy, regulating German 
industry, the Federal government of Germany, Germany's Federal Ministry of Economics and 
Technologies, RЕD, small and medium-sized businesses. 

Problem Setting. Among the key tasks of Ukraine's strategic development  in the  medium-term 
perspective is winning leading positions in  global competition, achieving leadership in the 

markets of intellectual services and hi-tech goods, achieving living standards of developed 
countries in terms of welfare, life-span, availability of high quality services in education and 
health care, a balanced regional development. This, in its turn, involves fundamental changes in 

the paradigm and priorities of the state development, forms of government support of business 
including different aspects of legislative provision, national and regional industrial incentives, 

i.e. the development of a modern and effective mechanism of regulating the  national industrial 
sphere.   
    The main goal of regulating the  national industry is stimulating transition of the country’s 

economy to the innovative way of development that will allow to science and hi- tech sectors of 
industry to become the locomotive of economic growth,  provide adequate conditions for the 

development of the manufacturing sector of economy, where real wealth is created; legal base 
for the development of enterprises, especially small and medium-sized; promotion of high 
quality investment. 

       In developed countries with  market economies the process of imrovement of industrial 
policy lasts many years. The main argument in favor of its creative comprehension is the 

possibility of adopting countries' best models of industrial development and excluding the worst 
ones taking into account natural advantages of our country : considerable demographic potential, 
high level of professional and general training of labor force. Realization of industrial policy 

which promotes creation of the potential for the production of  goods which will be in demand 
on the world markets, gives a chance to provide opportunities for obtaining new comparative 

advantages in the world market of commodities and  services in the near future.  
Analysis of the last studies and publications.Numerous theoretical studies and 

generalizations of the country's scientists show  that the problem of structural development of 

industry and its effective regulation  as a priority of government policy is a topical one. They 
are :Varnaliy Z.. [1], Veklich O., Gaman M., Galchinskiy A., Gornik B., Geets' B., Goychuk O., 
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Gubskiy B., Danilishin B., Shalilo Y., Koreckiy M., Muntiyan B., Paskhaver B., Pakhomov Yu., 
Paschenko Yu., Pepa T., Saliga S., Skidan O., Sukhodolya O., Fedorischeva A., Shlemko B., 
Yaremko L. [6] and others, and also foreign  scientists, among them : Altukhov A., Barret K., 

Bogdanov A., Vodachek L., Vodachkova O., Galen B. [9], Glazev S., Gorodeckiy A., Gutnik B. 
[4], Guttmann B. [11], Giorgens E. [10], Dolgov S. [2], Zaytc M. [12] ] etc.  

Determination of parts   of the general   issue unsolved before.   However despite a 
considerable number of studies, aspects relating to the research of the modern mechanism of 
regulating the  industrial sphere of the Federal Republic of Germany haven't been studied 

enough. It requires further theoretical explanation and comprehensive analysis. The above-
mentioned circumstances explain why elaboration of the topic  of the research is topical and 

timely.Thus, the necessity of theoretical, methodological and practical solution of the range of 
problems in question accounts for the choice of the topic, its topicality, scientific aim and target 
of this research.  

Exposition of basic material. Government support of production in Germany has a  
complex character. Industrial policy in FRG  aims at creating conditions for a sustainable 

development of the most perspective spheres of industry. The government of Germany gradually 
denounces   protectionist measures of supporting industry, following principles of social market 
economy, in accordance with which  the government  only creates framework  conditions for the 

successful development of industry. Also in this case it is the question of creating conditions  for 
enterprises and their workers for honest and transparent competition on international markets.  

Direct government interference is an exceptional case and is exercised extremely rarely. 
Producers bear the main responsibility for the competitiveness of their products. Development of 
competition is one of the main priorities of the German policy in the field of industry support.  

FRG's modern effective industrial policy creates prerequisites for the development of 
innovations and competitive production.  

       The tasks of such policy cover [8, p. 183]: 

 financing RED,  

 support of small and medium-sized businesses (first of all innovative),  

 creation and development of  technozones&technoparks,  

 preparing and signing of international commercial agreements and environment 
conservation 

 agreements beneficial to the German industry.  
     An important part of Germany's industrial policy is involvement of enterprises and their 

employees in the process of making political decisions and realization of responsibility for them.  

    Government activities in implementing industrial policy are aimed at the following 
spheres: 

science and innovations;  

 education;  

 in-service training and retraining;  

 taxes, fees and reduction of bureaucratic barriers;  

 energy policy;  

 providing industry with raw materials;  

 environmental  policy;  

 foreign economic policy; 

 creating infrastructure;  
       -  industrial dialog within the framework of EU development.  

German government's  activities in the field of industrial policy and development are 
aimed at [3, с. 8-9]: 

 supplying industry and households with electricity and raw materials,  
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 environmental protection,  

 technological transformation,  

 developing scientific information exchange,  

 changes in the demographic situation,  

 developing mobility (logistics, new technologies in the automobile industry),  

 tourism,  

 ensurng security.  
       In FRG's government implementation of industrial policy is supervised by the Federal 

Ministry of Economics and Technologies (germ. - "BMWi"). This ministry is the main 
department financing Germany's industrial policy.  

      Separate sectors of economy are also supported by the ministries of [3, p. 8-9]: 

 food, agriculture and protection of consumers;  

 labour and social development;  

 transport, construction and municipal development;  

 health care;  

 environment protection, nature  conservation and safety of reactors;  

 education and scientific research.  
    Starting  from  1965  FRG  makes active use of  financial  instruments (government subsidies 

and tax deductions) with the aim of providing government assistance including manufacturing 
industry; housing and utilities services; social security; transport;  agriculture and food industry.  

The implemented programs of government support envisage payment of  57 different 

government target payments  to the beneficiaries - legal entities and individuals, and also 
granting 103 tax deductions. 

 Branch priorities in the mechanism of government support of industry in FRG are the  
following [7, p. 211-212]: 

 manufacturing branch of industry - 52,2%, 

 housing and utilities services - 8,4%, 

 social security - 5,3%, 

 transport — 12%, 

 agriculture and food industry - 5,3%, 

 others - 17,2%.  

The total amount of government spending with the aim of providing assistance to these 
sectors of economy in 2013, according to FRG's Fanance Ministry will be as much as  47 bln 

euros, i.e it will diminish by 5%  (in absolute indices - by 2,5 bln euros). 
Major spheres of assistance provided by Germany's Federal Ministry of Economics and 

Technologies are presented below [7, p. 214]: 

 Coal industry. 1,47 billion euros (1,5 bln euros  in 2011) was allocated in 2012 including 
financing retirement of industry  workers ahead of time (due to  reorganization of industry). 

Subsidizing mining in Germany is envisaged till 2018.  

 Support for RED in the energy spehere (183,5mln euros in 2012, 185,1  mln euros in 

2011). 36 million euros was added To the above funds within the framework of the Second 
market conditions package in 2009-2011 31,4 million euros (in 2011 - 47,9 mln euros) was 

allocated for the development of rational energy saving measures, especially for independent 
consultations for small and medium-sized businesses and households, and also for renewable 
energy sources and energy efficiency export initiative.  

Support for science, development and innovations in the field of MAB was 699,2  

 mln euros in 2012 (617,9 million euros in 2011). About half of the money (389,2 million 

euros, 313,4 million euros in 2011) was provided for the implementation  of the Central 
Innovation Program of MAB (germ. - "ZIM"). This program in accordance with the Second 
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market conditions  package of Germany's government, was expanded by extra 900 mln euros  
through payments to the Investment fund.till 2011 

 Development of the productivity and competitiveness of МAB (188,6mln euros, 178,8 

million euros in 2011). Support of the successful programs "ERP" (Investment program, energy 
efficiency of automobile industry and creation of new МAB) -  56,3mln euros (55,9 mln euros - 

in 2011). 
 

Table 1 

Dynamics &Sructure of Total Government Spending in FRG in 2010-2012. 

Index 2010 2011 2012 

GDP, bln. euros 2 374,5 2 476,8 2 570,8 

Total amount of government support (government 
subsidies & tax deductions),  bln. euros 

55,7 52,2 49,3 

including:  

Government subsidies, bln. euros 19,8 17,2 16,9 

Tax deductions, bln. euros 29,5 29,1 26,8 

EU funds, bln. euros 6,0 5,6 5,6 

Unit weight of FRG's total government spending in  

government support to GDP, % 
2,3% 2,1% 1,9% 

including:  

Unit  weight  of government subsidies, % 0,8% 0,7% 0,7% 

Unit  weight of  tax deductions,  % 1,2% 1,2% 1,0% 

Unit  weight   of  EU funds, % 0,3% 0,2% 0,2% 

      Source: made by the author on the basis of information of  Germany's Federal Finance Ministry 
(www.bundesfinanzministerium.de) in 2010-2013. 

 
       Important points of this position also include  support for craftsmen during in-service  

training (45,0 mln euros, the same amount - in 2011) and development of 
consulationsconcernining setting up a small business (36 mln euros, the same amount - in 2011). 

 Information and Telecommunication Technologies (154,0mln euros, in 2011 — 123,8 

mln euros). An increase in expenditures was due to an increase in  financing of  the project  
«THESEUS» (scientific structures on the Internet) and due to the implementation of German  

Federal Government's strategy aimed at the development of large-scale access to the Internet all 
over the country. in 2012  extra 2 mln euros was allocated  to meet the goal of  large-scale 

access. Before the end of 2013  47mln euros was provided  by the Investment Fund for the 
Ministry's «ІКТ» - measures.  

 Support of foreign economic activity (220,0mln euros,  252,5 mln, euros - in 2011), first 

of all, - to support Germany’s Chambers of Commerce abroad, and also societies "Germany 
Trade and of Invest" (germ. - «GTAI»).    

 Development of aircraft construction technologies (161,0mln euros, in 2011 - 178,9 mln 
euros). Within the framework of the Fourth Aircraft Construction Research the government will 

allocate  about 140 mln euros for this aim in the next years. Thus, it will keep jobs in Germany 
when competition is increasing.  
Main  directions of  research support:  

 new concepts of production and collection with the aim of  reducing production costs and 
weight of  finished goods.  
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 developments aimed at increasing safety of passengers and quality of services.  
7,5mln euros will be allocated annually to cover profits due to the increased expenditures of 

the defense industry for the development of  civil aircraft construction on the basis of loans since 
2009. Germany’s defense plants are supported in their aspiration to participate in the current 
aircraft construction program in such a way. Taking into account international agreements 

«EADS» / «Airbus», the German government plans to continue to support the development of  
new aircraft construction programs.  

        A simplified system of getting financial assistance in the  sales of products is in effect since 
November 1, 2008, it abolished subsidies to Germany’s Federal Ministry of Economics and 
Technologies. In 2012 8,5miln euros was allocated to meet the approved agreements (in 2011 - 

41 miln euros) financing export of jumbo jets.  
      - 114 mln euros (in 2010 р. – 101,4mln euros) was allocated in 2012 for RED for 

shipbuilding, and also for mobility (new types of automobile fuel, electric motor cars) and 
transport technologies  

 Investments Support under the program "Improvement of the Rregional Economic 

Structure " (650,8 mln euros, in 2011 - 664,0 mln euros). Together with the federal lands budgets 
more than 1,3bln euros were allocated in 2012  for the change of regional economic structures. A 

considerable amount of these funds goes to the former  GDR ("new" lands) and Berlin.  

 Tourism (28,8mln euros, in 2011 - 30,0 mln euros). 95%% of expenses is directed to 

financing the GermanTourismCenter (germ. - "DZT") [7, p. 215-216].  

 Introduction of Electronic Income Verification (germ. - "ELENA"). From 2009 to 2013 

on these aims a 11 mln euros were allocated for this aim annually. Introduction of such a system, 
experts estimated, will allow to reduce red tape and save up more than 100 mln euros annually.  

 Space exploration. Along with financing of the GermanAerospaceIndustryCenter 

(including aircraft construction research, energy and transport) 1,1bln euros was allocated  in 
2012 and in 2011. An increase of 5% in the annual financing of the German Aerospace Industry 

has been provided since 2011  A considerable part of space exploration expenditures goes to 
international cooperation within the framework of the European  Space Agency  "ESA" (611,1 
mln euros) [7, p. 218]. 

Conclusions.By way of summing it all up, it will be  pointed outthat the tasks of modern 
industrial policy in FRG cover, first of all, financing RED, support for small and medium-sized 

businesses (first of all innovative), creation and development of technozones  and technoparks, 
preparing and signing of international trade agreements and environment conservation 
agreements which will be beneficial to the German industry. An important part of Germany's 

industrial policy is involvement of enterprises and their employees in the process of making 
political decisions and realization of responsibility for them.     Government activities in 

implementing the industrial policy are aimed at the following spheres: science and innovations; 
education; in-service training and retraining; taxes, fees and reduction of bureaucratic barriers; 
taxes, fees and reduction of bureaucratic barriers; energy policy; providing industry with raw 

materials; environmental  policy; foreign economic policy; creating infrastructure; industrial 
dialog within the framework of EU development. 

Thus, gradually the Federal Government of Germany denounces protectionist measures of 
supporting industry, following the principles of a welfare market economy, in accordance with 
which the role of government is limited to the  creation  of framework conditions for the 

successful development of industry. Also in this case it is the question of creating  conditions for 
honest and transparent competition for enterprises and their employees on international markets. 

German government  activities in the field of industrial policy and development are aimed at 
supplying industry and households with electricity and raw materials,  environmental protection, 
technological transformation, developing scientific information exchange, changes in the 
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demographic situation, developing mobility (logistics, new technologies in the automobile 
industry), tourism, ensurng security.   
 Direct government interference should be considered an exceptional case which  is 

exercised extremely rarely. Producers bear the main responsibility for the competitiveness of 
their products. Besides it must be noted that the development of competition is one of the main 

priorities of the German policy in the field of industry support  in FRG.  
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TRANSFORMATION SCENARIOS OF INTEGRATION PROCESSES IN THE 

ENLARGED EU.  

 

The article reviews the scientific and practical approaches to model selection the 
integration process to universalize the enlargement of the European Union in terms of the 

prevailing trend towards deepening the heterogeneity of the European association. The 
possibilities of further expansion and deepening of the EU integration are dealt with. 

Keywords: integration models and integration scheme, the EU member country, a 
"concentric circles" model, the level of integration, the heterogeneity of the European space 
strategy integration. 

 

The problem discussed. The latest enlargement of the European Union greatly 

increased its heterogeneity, exacerbating the issue of whether it is possible to implement a more 
flexible, cost-effective and politically suitable forms of integration that is able to eliminate all the 
complex threats caused by the increasing heterogeneity within the association. Despite of the 

announced unification of all sorts of policies - budgetary, fiscal, social and others, the global 
financial crisis has exacerbated the number of urgent problems: the difference in the economic 

potential of the participating countries. Convergence and divergence in the EU regions - both at 
inter- and extra- levels, in terms of the trajectory of the growth, exacerbates the need for 
adaptation alternatives of the coexistence within the association.  

The recent research analysis.A.Alesina, E.Spoladore and R.Vashchyarh [1] have 
studied the economic integration with the emphasis on the political disintegration risk, 

D.Vildasyn [2] has investigated the determining impact of economic integration on the prospects 
to build a welfare state. 

M.Farrell [3] has analyzed the features of integration models focusing on the EU. 

K.Eliasen and A.Berv have conducted the comparative analysis of the European and Asian 
integration models [4]. S.Lukarelli and L.Fioramonti [5], T.Berzelaand T.Rissa [6] continued the 

investigation citing the case for integration model introduced by the EU as the most optimal to 
follow. 

The purpose of the article  is to study the theoretical approaches to model selection 

universalization of the integration process in the enlarging European Union terms, with the trend 
towards deepening the heterogeneity of the association prevailing. 

The body of the article . The ―Europe of regions‖ is a polysemantic concept, because it 
is much more than a policy of "equalization" or the so-called inter-regional redistribution by its 
nature. Moreover, the outlook on the future of ―the Europe of regions‖ is based rather on new 

tendencies in development than on historical background, as caused by the latest trends. Yes, J. 
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Arens compares the "metropolitan Europe" and "Europe of regions" as a "scheme of the 
development" [7]. The "Europe metropolises", according to the researcher, is a Central European 
metropolis, while the "Europe of Regions" is a polycentric system. Moreover, according to the 

author, this approach enables a change of the economic integration paradigm. The changes in 
integration scenarios can be explained by the needs to unite the interests of nations and 

supranational bodies in accordance with the emerging historical purposes. Thus, E. Balladur [8] 
introduces the division of countries taking into consideration the interest groups in the three 
areas. According to the author’s point of view, it would lead to the creation of the so-called 

"specialized cooperative" countries: 
- political and legal interests of all the members;  

- the sphere of interest of the economically undeveloped countries;  
- the sphere of interest determined by the interaction with the neighbors.  
In the context we should pay attention to O.Staba’styr to resolve methodological 

confusion of the integration form definition and the phases by introducing a three- level 
approach:  

- for the temporal characteristics (distinguishing Europe of the two or more speeds);  
- a territorial basis (European Centre; Europe of concentric circles);  
- for sectorial basis (Europe of variable geometries; Europe a- la carte)  

Table 1 
Matrix of the EU regulatory position and market power 

 

 The UE Function  The EU activity  The way of the EU influence  
     

Regulative 

possibility  
Setting the rules 

the - E xperie nce tra nsfe r (posi tive   

 Actorof the international and regulations in andne gative ones,   
 relations accordance with giving the opportunities )   
 on the the proclaimed - the set of the proce dures   

 normsandprinciples principles - the information filters/the set of  
 basis  believes  

   - cultura l fi lters /s ocia lisa tion   
   - publici ty   
   - infection/example  

The European 

market power   

- Potentiallyforced; 

 
 

Market power based T he set  
andcompulsory  

 

- Positively and negatively 

 

 
onthelarge of standarts 

 
 

conditioned 

 

 
institutionalizedmarket «power by means  

 
 

- Market externalization, 
 

 

 of trade» 

 

 Inspired by the regulation  
    

     

Thesource:[9] 
 
M. Mitin stresses that the conception of ―Europe of variable geometries‖ includes the 

conceptions of ―the strong nucleus‖ and of ―concentric circles‖. In the context of enlarging the 
European community, the latter may be considered a kind of compromise variant for the 
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European integration strategy, whose aim is to combine two exactly opposite integration 
conceptions. In accordance with this approach there is examined the possibility to 
simultaneously extend and deepen the EU through differentiated and assoc iative membership of 
the member countries and the candidate-countries both in some institutional structures of the 
community and in some spheres of cooperation. The idea of ―Europe of variable geometries‖ 
satisfies quite successfully the needs for further enlarging the EU. It will enable countries-
candidates to become members of the EU not at the same time, but in turn according to their 
economic and political state [10]. 
 

V.V. Voronov and O.Y. Lavrinenko concretize that the EU territory was classified into 
the ―nucleus‖ area and the ―periphery‖ by S. Dallerba and G. Le Galo, who investigated the 12 
countries (EU-15 excepting Austria, France and Great Britain) during the period from 1989 up  
to 1999. According to the results obtained, the ―nucleus‖ included most of the developed 
countries of the EU, at the same time constituting considerable convergence among the 
―periphery‖ countries and impossibility for them to reach the level of development characterist ic 
of the nucleus [11]. The same conclusions are reached by B. Sherfy, who proves that the date of 
joining the EU determines regional diversity [12]. It’s completely prognosticated that it is more 
vivid among new member-countries.     

UkrainianscientistI.Gladiy, following G. Bodel’s approach, investigates the regional policy 
of the community from the viewpoint of four long-term geographical scenarios. These scenarios 
help to evaluate the ability of West-European periphery regions to develop, by means of 
comparing global ambitions of the regional policy with the tendencies in the economic system 
and the basic characteristics of these regions. Thus, the scenario of space concentration 
(polarization) helps to accentuate the need in voluntary regional policy; the scenario of 
diversified speed of integration results in accentuating weak sides of periphery regions; the 
scenario of the extending metropolization, on the contrary, enables to demonstrate some assets of 
these territories; and at last, the polycentric scenario, which is recommended by the European 
Committee of Spatial Development,  proposes to make the most of several tendencies of 
development accordingly [13p.238]. 

Table 2 
Comparative analysis of scenarios "The concentration: core and periphery" and "the 

multi-speed integration" 

Dynamics  The concentration: core 

and periphery 
Uneven regional integration  

Selective organization 

Dynamics Neoliberalism Several regions 

Urban dynamics Metropolization Networking portals metropolitan 

Activity Localization 

Spatial division of labor The development of the cross-

border regions 

Webs and flows 

The two-level Europe The choice of locations for new 
bridge portals 

Geographic regions and area Dual Economics Selective self organization 

Environment 

Congestion, pollution,  

increased risks  

Deep and selective  

integration in the environmental 
management  

Regional communities 

Competition  
 

The dominance of powerful and 
well-developed regions 

The EU challenges  

Balancing of the regional 

inequalities 

Developing of the  

cooperation between regions 

Source: [13].   
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In accordance with the terminology applied in the context with European integration, 
versatility which is sometimes used alongside with the term differentiation, is a general term 
with the meaning of ―ability for member-countries to have different rights and duties in some 
common political spheres‖, and it presupposes the possibility of temporal or constant existence 
of different integration levels within the EU. Among basic categories of universal integration 
there are distinguished the following types of integration: a) multi-speed rates; b) of concentric 
circles; c) for all. 

In 1974, inspired by the events of1973, W. Brandt called forth a lively discussion of 
Europe of different speed rates. Models of multi-speed integration can be defined as models of 
integration when common aims are achieved under the leadership of the group of member states 
which are able to quickly develop in the direction of deeper integrat ion in definite political 
spheres, while the rest of member countries commit themselves to join in under favourable 
circumstances in accordance with some special criteria [14,с.287]. In other words, the ―multi-
speed‖ approach vividly preserves the fundamental idea of common level of integration, the 
exceptions from which being temporary and isolated. The final aims being common for all the 
members, pliability is displayed only in the phase of fulfillment. As the multi-speed models do 
not allow the countries to choose the desired level of integration, such models are not 
subordinated to the fundamental law of universality – the existence of differences.     

The ―concentric circles‖ approach has recently gained ground in political debates. O. 
Balladur, the former prime-minister of France, was the first to introduce the idea of concentric 
circles in1994. According to him, the integration model of concentric circles is intended to create 
the vanguard of pioneers. The conception of concentric circles represents the structure in which 
the highly integrated nucleus of member countries cooperating in various spheres within 
economic, monetary and political unions, is surrounded by many circles o f less integrated groups 
of countries. As opposed to themulti-speed models, the Europe-of–concentric-circles approach 
admits the existence of insuperable differences, thus acknowledging constant division into the 
nucleus and less developed integration unions [14,с.287].   
Integration ―for all‖, formulated by R. Darendorf[15] in 1979, enables member-countries to 
choose freely, as if from a menu, in which political sphere they would like to act and cooperate 
more closely, with minimal number of common aims. ―Europe for all‖ is a widely spread policy, 
according to which there exist non-compulsory common interests for those who are not able to 
but have to join in. It’s rather a rule than an exception‖. Models ―for all‖, like models of 
concentric circles, provide the possibility of permanent distribution, when the members can 
make their choice according to their own policies, but not according to the previously chosen 
package of membership. Thus, the conception ―for all‖ is rather functional than geographical, 
and in contrast with the ―concentric circles‖ approach it focuses on policy but not on countries. 

 
Table 3 

 

Comparative analysis of scenarios "Common metropolization" and "Polycentrism"  

 

Dynamics  Metropolization 

dissemination  

Polycentric. Restoring of the 

interests balance in 

sustainability Fractal growth of cities 

Рушійнісили 
The economics of techno 

polis 
The cooperation of members 

Urban dynamics Ancestry distribution  Polycentrism 

Activity Localization 

Confirmation of new  

technological areas  

Exhaustiveness of the center- 

periphery system 

Webs and flows The new borders of Europe The voluntaristic policy marked 
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with the multiplier effect 

Geographic regions and area 

Red octopus The multidistributive growth 

Levels 

Environment 

Selective development of 

the environment 

Constant and stable development  

Regional communities 

Network rules 
 

The territorial growth 

The EU challenges  

The promotion of the new 

poles of innovation 

The territorial cohesion 

  
The group of scientists under the head of R. Bruster are pessimistic as for the prospects for 

the ideas of deepening and enlarging of the EU to reconcile, claiming that ―the enlargement of 
the EU will make its members to renounce their attempt of further deepening of integration, 
when further deepening will be possible only at the expense of enlargement‖ [16, с.49]. In this 
context it looks representative the estimation of the so-called constitutional possibilities made by 
G.M. Buchenen[17] for the adoption by the Council of Ministers and the European Committee.     
―Constitutional possibilities counterbalance  
(1) risks of all non-fulfilled political measures, which could have satisfied common interests of 
all citizens; 
(2) risks of all political measures directed against the interests of a part of or of all the citizens, 
which Buchenen and Tallock (1962) describe as ―a logical basis of constitutional democracy‖.   

G.M. Buchenen and G. Tallock[18] distinguish between the expenditureson decisions and 
external expenditures, specifying that expenditures on decisions are such kinds of expenditures 
that inquire making some decision, while external expenditures are borne by a person as a result 
of uncontrollable decisions of other subjects, i.e. expenditures on decisions which were not 
desirable, or expenditures forced by somebody’s will. The scientists interpret such expenditures 
as the so-called social independence cost or, in other words, the price of independence. 
Moreover, to minimize such expenditures of collective choice is one of the goals of 
corresponding social and political organizations.     
 

The implementation of such ideas within the EU, in terms of the EU extension and 
heterogeneity, allows making the following conclusions: 

- with any form of collective choice, e.g. voting, the price of decision will be higher for the 
subjects with more heterogeneous population than for those with the homogeneous one: the 
extension will raise expenditures on decisions in the EU through the increase in number and the 
growth of heterogeneity of member-countries; 

- moreover, for any form of collective choice, external expenditures will also be higher 
with heterogeneous subjects than homogeneous ones, because, for example, the decision made 
by a greater number of people will not coincide with the central decision, made at the level of 
EU policy.   

As a result, with every additional member making the EU more heterogeneous, each new 
member-country causes increase of both expenditures on decisions and external expenditures.   

Conclusions: It is therefore obvious that there exists some compromise between 
expenditures on decisions and external expenditures. As expenditures on decisions increase with 
the deepening of the member-countries’ heterogeneity, and taking into consideration the 
existence of some maximum permissible level of expenditures on decisions, it must be stated 
that the growth of heterogeneity must be accompanied by a smaller amount of decisions aiming 
at counterbalancing high costs of making decisions, inspired by growing heterogeneity of the EU 
membership. External expenditures will increase as a result of smaller amount of decisions. 
Thus, from the point of view of external expenditures, we are again faced with the dilemma: 
external expenditures will also increase with the growth of heterogeneity of the union. In this 
way, the more heterogeneous the EU is, the higher expenditures on decisions and external 
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expenditures will be. The strengthening of heterogeneity, in its turn, always results in increase of 
expenditures on independence. From this standpoint, the EU runs the risk to be considered ―too 
large‖. Thus, the analysis of the problematic tension between deepening and enlargement results 
in a fundamental question: Is it possible to change the rules so as to compromise between 
external expenditures and expenditures on decisions, and, besides, to consider this correlation 
balanced?    
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EVALUATION OF ECONOMIC COOPERATION 

BETWEEN UKRAINE AND ITALY 

 
The article investigates the practical aspects of the implementation of foreign economic 

relations between Ukraine and Italy. The features and patterns of the development of foreign 
trade in goods and services between from UkraineItaly and specificity of investment cooperation 
are investigated by the author. 
 

The analysis of the intensity and efficiency of foreign trade in goods and services on the 
basis of index intensity of trade, net trade and export to import ratio are made. 
 

It was established that during the period that has been analyzed, Ukraine has a positive 
balance in goods and services, value amounts of trade balance are characterized by atendency 
to decrease. Ukraine in cooperation with Italy is a net exporter, but the dynamics of the increase 
in imports of both goods and services outstrips the growth dynamics of exports, that indicates 
the loss of Ukrainian positions in bilateral trade.  
 

For comparison the structure of trade in Italy and Ukraine the comparative diversification 
index of exports (imports) has been calculated and show that Italy exports more diversified and 
close to the world structure, and Ukraine's exports are different to a greater extent from the 
world’s exports. 
 

The current state and dynamics of changes in the structure of trade in goods and services 
are analyzed. The use of indicators of structural changes in the time allowed to assess the 
degree of the significance of changes that happened in the period analyzed. It has been shown 
that significant changes in the commodity structure of exports and imports in the period of 2007-
2012 and the structural changes in exports are more substantial than in imports. The object 
structure of trade in services has not changed. 

 
Key words: foreign economic relations, foreign trade, exports, imports, goods, 

services,trade turnover, balance of foreign trade, investment relations, foreign d 
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THE ROLE OF DIRECT FOREIGN INVESTMENTS IN THE PRODUCTION OF 

ECONOMIC GROWTH OF THE DEVELOPING COUNTRIES: THE PARADOXES OF 

FINANCIAL DEPENDENCE. 

 

Thearticleis an attempt toanalyzetheroleof DFI incourse of economicgrowthof 
thedevelopingcountries. The research suggests a critical view on the impact of DFI on the 

production of structural and financial dependence, in particular through the factor of domestic 
investments, industrial production and export potential; promotion for human capital 

development; formation of revenue and macroeconomic stabilization.  
Formulation of the problem. The paradoxes of globalization generate new displays of 

dependence in the context of the compromise search between the welfare of the nation in the 

sense of efficiency of the capital and interpretation of those who possess it. In the nineties of the 
last century R. Lukas (20) pointed out that capital flows from highly developed industrial to 

developing countries was apparently less than the expected level of capital flows between 
countries with different ratio of labor and capital. During the first decade of the twenty-first 
century, the tendency of joint exporting capital by countries with emerging economies to more 

industrialized countries, mainly in the form of accumulation of foreign exchange reserves, which 
were largely invested in government bonds of industrialized countries only increased. At the 

same time such rise in "capital flows" did not have any significant negative impact on the growth 
of the developing economies, which presuppose that the lack of investment resources is not the 
main obstacle for growth in them. 

One possible explanation for this is probably that countries may have a low-income 
primarily  not because of the low level of savings, but because of the low profitability of 

investments  they offer. One of the reasons for this  is the lack of Institutions for protection of 
property rights. It foregrounds the risk of expropriation of private investments or underdeveloped 
financial system. Moreover, in countries where the lack of major domestic institutions restrains 

the investments, the influx of the foreign capital may be disproportionately used to finance 
consumption, which leads to an overvalued exchange rate, and even worse leads to decrease in 

profitability of investments. It  in turn may explain the negative correlation between the influx of 
the foreign investments and their growth, and the positive correlation between the influx of the 
foreign capital and the inflated exchange rates.  

Analysis of the latest research and publications . The analysis of the results of the 
research designed to study the effects of inflow of DFI upon the economic growth of the 

developing countries, conducted by K. Williamson (2), doesn’t indicate the possibility of 
formulation of the generalizations, because in each particular case, despite similarity of interests 
of the members of the transnational capital, it was about a whole range of endogenous factors, 

which produced differences in the adaptation of DFI (Tab le 1). We agree with the position  R. 
Solow, R. Hall and C. Jones (17). They  suggested, that the productivity growth and  not only 

accumulation of the means of production, form the key determinant for long-term economic 
growth and the influx of the foreign capital itself should  have a temporary effect on it. This 
statement is also confirmed by a group of authors such as  J. Eisenman, B.Pinto and A. Radziwill 

(18), who found out that developing countries characterized by high levels of self- financing 
demonstrate higher growth on an average.  

We agree with the conclusions by f E. Prasada, R. Ragana and A. Subramanian [19] , who  
maintained that non- industrial countries, which rely less on foreign finance, i.e. countries, those 
had faced a smaller current account deficit or even had received a current account surplus 
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increased over the past two decades as quickly or even faster than countries dependent on 
external finance. Thus, the scientific purpose of the study is to identify the paradox of 
dependence started in process of attraction of foreign direct investments to the recipient country.  

Table 1 
The results of empirical modeling of the impact of DFI on the basic macroeconomic 

indicators and economic growth [2] 
Author A. Choudhuri and 

J.Mavrotas (2006) [4] 

F. Hsiao and 

M. Ch. 
Hsiao(2006) [5] 

W. Nair – 

Reyhert& D. 
Wanehold (2001) 

[6] 

H. Mansinger 

(2003) [7] 

Drawdown 
period 

1969 - 2000 
 

1986 - 2004 1971 – 95 1994 - 2001 

Drawdown Chile, Malaysia, Thailand 8 developing  
countries  

24 developing  
countries 

8 EU Member 

Causality Chile GDP 
determines 
DFI 

Export 
determines GDP 

DFI  determines 
increase 

 

 GDP 
determines 
DFI; 

GDP determines 
export 

(DFI x opennes ) 
determinesincrease 

 

DFI 
determines 
GDP 

DFI determines 
GDP 

  

Thailand, 
Malaysia 

GDP 
determines 
DFI 

DFI determines 
export 

 DFIt-1 
determines 
increase 

DFI 
determines 
GDP  

   

Author H. Li (2005) [8] A. Bende – Nabende 

and J. Ford (1998)[9] 

Drawdown period 1985 - 99 1959 – 95 
Drawdown 84 developed countries and 

developing countries 
Taiwan 

Dependent 
change 

GDP per capita   Output  

DFI/GDP    DFI 

Independent DFI/GDP +    
Population 
growth 

+    

Capital growth +    
Education -    

GDP per capita  +   

GDP output - +   

Investments   +  
Employment   +  

Open market   -  

DFI   +  
Infrastructure   + - 

Liberalization    + 
Education    - 

Output    + 

Source: prepared by the author based on [4; 5; 6;7 ]  
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Presentation of the basic material.So, J. Stiglitz [1] draws attention to the duality of 
benefits and losses produced by direct foreign investments (DFI), focusing on the fact that 
economic growth, fueled by foreign direct investment, among other things, stimulates growth in 

the value of domestic currency, thus reduces the price of import (and stimulates the 
competitiveness of foreign firms relative to domestic producers), and increases the price of 

export (blocking structural changes within the country). Thus the revaluation of the currency 
could adversely affect the country's export potential, and consequently complicate external debt 
repayment. At the same time, relatively cheap import offered in the domestic market, could 

undermine the country's national business of recipient country of DFI. Thus DFI become a 
productive factor of dependence from foreign manufacturers and reducing the stability of the 

domestic economy. 
Undoubtedly, we can continue reflecting, initiated by J. Stiglitz [1], simulating the 

situation in terms of the spending of the tax base, increasing pressure on the revenue side of the 

budget, cut down of  social programs and more ambitious initiatives of technological 
advancement of the country. However, we recognize that such inferences without empirical basis 

are under risk of remaining just theoretical considerations proper to following topic.  
The negotiable position of Multinational Corporations (MNC) according to the countries 

increases significantly as a result of global competition for direct foreign investments. D. Berk 

and H. Epshteyn [3] affirm that foreign direct investments and other activities of MNC embody 
destructive asymmetry, which is dramatic both for workers and for citizens both in less 

developed countries  and in highly developed ones. Scientists D. Berk and H. Epshteyn [3] pay 
attention to the fact that this asymmetry occurs because of the existence of multiplicity of 
directions for the implementation of strategies of MNC on the background of not so impressive 

amount of MNC which can make a significant investment. Even if the number of investments of 
MNC may not be large, the increase of investments will contribute the number of investment 

resources in developing countries. Thus, MNC have greater negotiation power as for jurisdiction 
of the investment purpose, since of DFI have important meaning for MNC, but no foreign 
investment, with few exceptions, is not important for MNC. Besides  MNC, being already 

represented  in the country, are able to increase their share of the profits through effects of 
threats related with their ability to take their investments to another country. H. Epshteyn [10] 

refers to the importance of the increasing effect of market power of MNC through government 
manipulation throuhg threatening of transition to more favorable investment environment. 
Developing countries, which seek to attract DFI, realize neoliberal course and offer tax breaks 

and other incentives. 
Stimulus for DFI may be harmful to the welfare of developing countries by which they are 

offered, because they can include reduce of protec tion for employees (including lower wages, 
requirements of health and safety) and environment. In such a way, the purpose of developing 
countries should not be merely to encourage foreign direct investment, but to direct them in the 

industry, capable of producing economic growth by producing innovations improve productivity.  
G.-H. Hanson,G.-R. Markusen and K.-E.Maskus explain, how theories (as a rule, by 

Heckscher-Ohlin-Samuelson with the increasing impact to scale) predict where MNC 
(Multinational Corporation) may break into the market. In particular, G.-H. Hanson stresses that 
the theory predicts the firms will penetrate into foreign markets with the help of DFI (Foreign 

Direct Investment), when the trade costs are high, on a firm-level the economies of scale is high 
(for instance, the set-up costs related to provision of headquarters are high), and on the 

enterprise- level on the contrary economies of scale is low (for instance, the costs, which have the 
factories abroad and at home, are low). At the same time, according to opinion of the 
investigator, the situation will develop in the opposite direction, when the firms will penetrate 

into foreign markets due to the exports, when the trade costs are low, and on the enterprise- level 
the economies of scale are high. 
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Besides, G.-H.Hanson,G.-R. Markusen and K.-E.Maskus lay out the specific of the 
difference between vertical or horizontal DFI. The vertical DFI presupposes MNC to deploy 
various stages of manufacture of the item in different locations. The vertical DFI occur because 

of essential inequality in fabrication costs in the host and basing countries. The horizontal DFI 
presupposes MNC to produce the same goods or services in different countries, whereas the 

fabrication costs (and ordinary market size also) are similar in the host and basing countries.  
A large amount of empirical research, including general and partial analysis of balance, 

studied the factors those determine exactly where the multinational corporations put their 

capacities. In particular, G.-H. Hanson ranked them and drew attention on the following: 
 

- L. Braynard reasonably proves that more DFI to exports will be fixed if there are higher 
trading costs and higher economies of scale on the firm-level. 

 
- C. Apl insists, confirming his conclusions empirically, the countries with more skilled 

workforce will engage DFI in sectors, where more skilled workforce is involved.  
 

- G.-R. Markusen and K.-E. Maskus convincingly notice the direct DFI expanded their 
products mostly through horizontal than vertical DFI.  

 
D.Uyiler and A.Modi conclude that the amounts of DFI of U.S. firms are larger in the 

countries with more capacious market, with a better supply of initial DFI, with a high quality of 

infrastructure and preferably with  industrial profile. It can indirectly testify that MNC is mostly 
attracted to the places where there is a high concentration of industrial enterprises.  

G.-H. Hanson also distinguishes the empirical studies on building the correlation of 
communications between DFI and positive spillovers for the economy of the host countries. 
Among other things he draws the conclusion that in different countries and times the empirical 

studies generally conclude that MNC are higher, pay more, have a higher coefficient of labor 
productivity, use capital, learning property and knowledge more intensively, have higher 

incomes and export more products than domestic firms. Thereby, it seems like the domestic 
firms must have the opportunity to be learnt from MNC.  At the same time G.-H. Hanson draws 
attention to the fact that among other things early economic literature admits with optimism the 

impact on host countries, focusing on positive correlation between the average extra cost per 
worker of industry and a part of foreign firms engaged in industry. However, recent studies 

indicate a weak positive correlation between the inflows of DFI and GDP  per head. 
Commenting on the studies of E.Mensfild and A.Romeo, who have received empiric 
confirmation of their theoretical hypothesis about existence of spillovers technology with USA 

MNC to host countries, G.-H. Hanson underlines the lack of evidence of such conclusions 
literary because of meaningful prejudice of initial positions in modeling. Thus, the scientist calls 

into question the direction of causal link between productivity and DFI, insisting that ultimately 
DFI is not the cause of these positive spillovers, but high productivity and other positive factors 
such as the concentration within branches, greater concentration of kno wledge and higher 

technology attract DFI. H.-H. Hanson inter alia notes that research concerned the microlevel 
demonstrates that MNCs cause lower profitability of domestic firms, forcing them into less 

profitable industry. 
Despite the tremendous efforts of developing countries to attract DFI, most DFI continue 

to be directed exactly to highly developed countries, and a large part of the DFI to developing 

countries is directed to a limited set of them, mainly to China. E. Braunshteyn and 
H.Epshteyn[16] claim that China did not get the maximum benefit from foreign direct 

investment reflected in higher wages, lager employment, more transfers in technology and higher 
tax revenues because it had not used its relatively strong nego tiable position in comparison with 
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multinationals those have invested in China.  
Scientists persuade that the impact of DFI on employment and wages was relatively low, it 

had far less influence than on domestic investments and export. They also make an atte mpt to 

prove empirically that DFI force out domestic investments and to justify Hanson’s conclusion 
that DFI may force companies of the host country to be directed into less profitable industries. 

Among the tools of the methods by which DFI may supplant domestic investment or concentrate 
domestic companies in less competitive sectors there are such as buyup of domestic companies 
or use of severe competition as a way of eviction of local companies out from business. 

Moreover, medium or long-term effect of these aggressive actions of TNC concerns the problem 
of competitiveness of sectors of the host countries economy because the sectors dominated by 

MNC may become less productive due to less competition in the internal markets.  
All this suggests the idea that foreign companies being involved in the country must be 

nominated by strict requirements, in particular the restrictions on market share they are going to 

occupy, in order to protect domestic companies from forcing out of profitable sectors. J. Berk 
and H. Epshteyn [3] make an statement, that: «…structure of international manufacturing and 

new neoliberal regulation rules  work first of all to increase the market power of TNC at the 
expense of citizens both in rich countries of North and in poor countries o f South. The task of the 
countries is to develop their national economies. It will be performed much easier if neoliberal 

globalization is abolished and rules regulateing international manufacturing and trade will be 
changed. Moreover, we believe that neoliberal globalization leads to a situation where the 

country and workers compete with each other, and domestic prices become more dependent on 
external factors out of the country, not within.  

However considering only total dimension of DFI’s influence we should not doubt in 

conclusion that routine fabrication is becoming more interrelated and as a result denationalized, 
because multinational companies (MNC) relocate more and more production to the offshore. At 

the same time this conclusion, in our opinion, risks to be treated as too ambitious, maintaining 
the impact on the recognition of the following facts: greater concentration of production DFI in 
existing enterprises in comparison with new directions; benefits of non-productive DFI; sharp 

decline of direct foreign investment in total long-term investment flows. 
 

Conclusions. The potential impact of DFI on economic development of the countries-
recipients forms dependence on the following issues : the place of DFI in domestic investment 
stimulation;  the place of DFI in the strengthening  of the  industrial production and export 

potential; the place of DFI among measures being taken against unemployment and in promotion  
of human capital; DFI place in the forming of  revenues into the budget and providing 

macroeconomic stabilization.  
It should be also focused on so-called spillover-effects of DFI, which are reflected in the 

mediated stimulation of the growth of competitiveness of national enterprises of the recipient 

country , those are forced to fight a single combat against high-tech progressive companies, 
represented as MNC affiliate: straight-back effects or effects,  related to the production 

structure of the firm; demonstrational effects or effects, related to the technology transfer; 
competition effect or effects, related with the part of  the internal market; effects, related to  
workforce qualification level and quality of the human capital.  

In particular, effects, related to the production structure of the firm, occur when the 
exchange of raw material takes place or there is an exchange of intermediate products between 

enterprises with DFI and domestic firms, that again follows structural and resource dependence 
phenomenon. 
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UDK 339.56(477:564.3)(043) 

 
О. A. Bezzubchenko, D.I. Batychko 

 
EVALUATION OF ECONOMIC COOPERATION 

BETWEEN UKRAINE AND CYPRUS  

 
European integration today is one of the vectors of Ukrainian foreign policy and economic 

development. For Ukraine it is reasonable to study the development and taking into account the 
experience of the EU countries that joined the Union recently, to which the Republic of Cyprus, 
the international cooperation with which is very important for Ukraine. 
 

Major trends in foreign trade of Ukraine and Cyprus are: negative balance of foreign 
trade of the two countries, the more rapid development of foreign trade both for Cyprus, for 
which this area is a priority than trade in goods and Ukraine, foreign trade in services in recent 
years, which , unlike trade in goods, characterized by a positive trade balance, focus Cyprus in 
the geographical structure of international trade mainly for EU Member States and Ukraine in 
the CIS member states. However, EU countries is also quite a large share of the trade relations 
of Ukraine, moreover, this proportion tends to increase. The main problem in this situation is 
the fact that Ukraine is not an EU member, which, of course, inhibits the development of trade 
relations with the EU. 
 

Indices of intra- specialization, complementarily and intensity of the country indicate that 
bilateral trade in goods with UkraineCyprus is not a major in industry cooperation between the 
two countries and is gradually losing ground. Also in bilateral trade Ukraine and Cyprus should 
be noted increase in diversification of exports of goods Ukraine to Cyprus. A change in the index 
of diversification indicate a rather large difference in the structure of exports Ukraine and 
Cyprus and close enough structure in import between countries. 
 

Thus, a comparative analysis of trade relations between Ukraine and the Republic of 
Cyprus states that the global financial crisis has affected the bilateral trade of Ukraine with the 
Republic of Cyprus. However, based on data on trade in goods, it can be said that trade between 
the two countries is gradually returning to the indicators that were before the crisis. This is a 
positive development, since by 2009 figures of bilateral trade grew steadily. Also, a positive 
trend is that the crisis that currently reigns in Cyprus has not significantly changed the nature of 
bilateral trade, the changes are only decline in Cyprus imports to Ukraine and changes in the 
commodity composition of bilateral trade. It should also be noted that these international trade 
relations Ukraine acts as an importer and exporter of goods and services with a positive balance 
of trade in goods, Cyprus also acts as an exporter and importer of services, with a positive trade 
balance. But nevertheless Cyprus demonstrates a rapid development of trade in both: goods 
(especially in 2011), and services than Ukraine. 
 

 

UDK 339.944(5): 677(043) 

 
O. V. Bulatova 

 
REGIONALIZATION PRODUCTION PROCESS AS A FACTOR OF 

ASIA-PACIFIC REGIONAL INTEGRATION MODEL  
(FOR EXAMPLE, THE TEXTILE INDUSTRY)  

 
The article determines the features of the integration process development on the micro-

level; it describes the main vectors of international micro-integration, corporate integration 
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model, its private and corporate type, etc. It proves that modern conditions of 
internationalization cause micro level integration to become the strategic direction of the 
business development. The following strategies are identified as the main strategies 
ofinternational micro-integration: international strategies, internal strategies in the recipient 
country, transnational, and global strategies.  
 

It is proved that micro-level played a special role in deepening regional integration in 
the Asia-Pacific region where regionalization of manufacturing influenced the development of 
the states’ complementarity and interdependence. The extension of the multinational companies’ 
manufacturing networks has become an alternative to institutionalization of regional integration 
processes in the region and identified the features of the Asia-Pacific regional integration model 
compared to North American and European models.  
 

The author proves that regionalization of the manufacturing processes in the Asia-
Pacific region is closely linked to the processes of industrialization and investment. The article 
determines the features of gradual development of regional chain structures. The example of 
textile industry is used to identify the main factors that influence the choice of the object for 
investment. 
 
 

 

UDK 336.76(100)(043) 

 
T.V. Marena 

 
CURRENT SOURCES OF COUNTRIES’ ECONOMIES FINANCING  

 
The article considers the shifts that occur in the structure of countries’ economies 

financing sources. It is indicated that the national economies financing (excluding direct 
investments) is provided from three main sources: through the shares market and debt securities 
issue (stock instruments) and by means of bank loans. The trend of increasing the role of the 
stock instruments as a source of funding and proper reducing of the traditional bank lending is 
found out. The comparative analysis of shares and debt securities markets in the countries of 
different types of social and economic systems is conducted. It is stated that in the developed 
countries among the sources of economy’s financing debt securities market steadily dominate. 
Unlike the developed countries, in developing economies the structure of the stock market in 
terms of instruments is unstable, but shares prevail as a rule.  
 

It is noted that specific features of the macroeconomic situation and the directions of 
countries’ economic policy are reflected in shifts in debt securities market structure in the 
context of issuers and the ratio of public and private bonds. Proportion of public and private 
bonds in developed and developing countries is assessed. In the last 10 years the size of private 
bonds markets was consistently higher than public bonds segment in developed countries. 
Alongside it, escalation of the private sector debt problems in terms of the global financial crisis 
led to a decline in the share of private securities. The structure of the debt securities in the 
developing countries is characterized with stable dominance of public bonds.  
 

The structure of the developing economies external financing sources is investigated. In 
the external financing of this group of economies an increase in the share of bonds as less risky 
instruments is observed. It is found out that the national (internal) bonds prevail in the world, 
but the volume of international bonds grows more rapidly. Changes discovered in the structure 
of countries’ economies financing sources confirm the fact of credit relations securitization. The 
preconditions of securitization processes are determined.  
 

Taking into account the high demand of TNCs and governments on financing, syndicated 
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loans become more widespread. The current role of bank loans and syndicated loans in 
particular is considered and their structure in terms of borrowers is analyzed. Developed 
countries take leading position in this syndicated loans market structure as far as they are the 
major borrowers in the global economy. Factors that determine changes in the structure of 
countries’ economies financing sources are defined.  
 

Key words: stock market, shares, bonds, public and private debt securities, bank 
loan,securitization, syndicated loans.  
 

 
 

UDK 339.7 

 
O. Ivashchenko 

 
THE PROBLEM OF ASSESSING THE IMPACT OF LIBERALIZATION OF CAPITAL 

MOVEMENTS IN THE CONTEXT OF THE RISKS OF FINANCIAL INTEGRATION  
 

The article deals with the impact of liberalization of capital flows on macroeconomic 

indicators, defines its risks and advantages. The connections between the policy of capital 
account liberalization, the policy of rate formation and the policy of interest rate are determined. 

The consequences of capital flow liberalization for People’s Republic of China are predicted.   
 

Key words: capital flows, liberalization, rate of exchange, interest rate, the 

macroeconomic indicators, instability. 
 

Problem statement.On the whole, capital flow restrictions on a world economy scale are 
gradually cutting down. Nowadays the phase of capital mobility in industrially developed 
countries is rather high, whereas in the majority of developing countries and the countries with 

transition economy, financial markets are either not developed enough or in a stage of formation 
and exchange restrictions include payments not only on capital account, but more often on flow 

transactions. The state interference in international capital flows is justified by various reasons, 
among them one can mention the wish to reduce the instability of balance of payment, to reserve 
domestic savings and to avoid an excessive transition of domestic factors of production in a 

foreign ownership, the aspiration to maximize the proceeds from the taxation of domestic capital 
transactions and financial contracts and also to double the efforts directed at economic 

stabilization and reforms in the country.  
At the same time from the macroeconomic point of view it is not a formal level of 

restrictions imposed by the state on capital transactions that matters but a real degree of capital 

mobility that can be substantially intensified in the period of crises. The experience of many 
countries shows that a part of business units finds the ways of avoiding formal restrictions very 

quickly. 
The analysis of latest investigations and publications.Literally, we have all reasons to 

assert that macroeconomic impact of the liberalization of capital flow found itself in the 

limelight of many scientists. Besides, correlation relationships between the liberalization of 
capital flows and increase were analyzed, however the results of these investigations turned out 
to be mixed. For example, D. Rodrik[1] does not find any clear interconnection between 

financial transparency and economic growth; whereas P.Henry [2] thinks that the countries with 
open capital market, as a rule, develop more rapidly. B.Eichengreen, R. Gullapalli and U.Panizza 

[3] expertly argue that only the governments of those countries that responded to the challenge 
of financial crisis and failed to recover after it, can assert that the implemented liberalization of 
capital flows was beneficial to them.  M.Chinn and H.Ito  [4] managed to establish the 
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interconnection between the quality of national institutions, the expediency of the implemented 
supervision policy over capital flow and financial development of the country. In its turn, the 
team of contributors, N.Garrison, I.Love and M.Macmillan  [5], investigated the influence of 

financial restrictions on geography of capital flows more thoroughly. Among the home scientists 
who investigate the issues of interconnections of capital flows and stability of national systems, 

the works of the following scientists are especially noteworthy – M.Vidyakina, V.Kozyuk, 
Z.Lutsyshin, O.Rogach, N.Reznikova, M.Rubtsova, O.Shnyrkova, V.Shevchuk and others.  
 The object of the article  is the study short-term and medium-term consequences of 

liberalization of capital flows on financial stability and macroeconomic indices of the country in 
particular. 

 The exposition of basic material. Basing on theoretical foundation of western and home 
scientists, we can formulate certain initial terms :   

 distinct positive relations between liberalization and gross capital flows are usually 
explained by the phenomenon of financial integration; 

 liberalization of capital flows is connected with the higher level of GDP per capita and 

decline of inflation;  

 liberalization  of capital flows is connected with a higher  profitability  of bank-stockand 

lower indexes of sufficient capital, assuming potential risks for financial stability;  

 capital flows, especially to the countries which develop, bring a benefit because they 

allow to finance profitable investment projects in countries with  insufficient savings; stimulate 
the development and reformation of financial markets in the countries with an undeveloped 

financial sector; facilitate the diversification of investment risks and  intertemporal trade of 
financial assets of countries-recipients [6]. 

There are two most widespread ways of the estimation of capital flows liberalization. For 
this purpose, they use restrictive indexes de jure on the ground of the Annual IMF report on 
exchange rate arrangements and exchange restrictions (AREAER). De jure the indices are 

calculated for 185 countries during 1995 – 2010. Accordingly, the higher the index value, the 
bigger the control.  Schindler index [7] is based on the AREAER and includes 21 restriction 
categories, including restrictions on shares markets, bonds markets, money market and the 

instruments of collective investment, financial crediting and direct investments. The index 
distinguishes the influx of capital (investments of nonresidents to the country) and capital 

outflow (investments of residents abroad). The second de jure index is an average of the two 
restriction indicators for 62 categories of capital transactions. The categories include all capital 
transactions in foreign currency and domestic currency accounts of residents and nonresidents, 

control methods related to the financial sector and the repatriation of profits and mandatory 
requirements. This restriction index can take values from zero to 1, where higher values 

correspond to more limited cross-border capital flows. Owing to its broader scope, this index can 
measure the degree of liberalization or rejection better than narrow indicators.  

The indicator de jure, borrowed from M.Chinn and  H.Ito’s research by scientists 

L.Leblebiciooglu and J.Madariaga [8], allowed to determine how much the changes in the 
integration policy of the country influence the composition of fixed assets. The limitation of this 

indicator is that the political position of the country on the integration may not reflect the actual 
level of integration. The indexes de facto taken from ―the Database on the overseas assets of 
States» by P.Lane and G.M. Milesi-Ferretti [9], principally use the information on capital flows 

and better reflect the level of integration. Using the indicators de-facto, the authors got an 
opportunity to determine exactly how the cash flows are converted into physical capital and thus 

improve the structure of funds of the state, and to examine how much effectively various kinds 
of international financial flows improve the condition of the fixed assets of the country.   

The index de jure shows that capital flows were liberalized for the last 15 years in many 

countries with a developing market. The analysis of the index distribution indicates that by 2010 
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17 of 185 countries were fully open, while 31 countries were completely closed; about 50 % of 
the countries had an index less than 0.5, compared with the mid-1990s, when 19 of 185 countries 
were completely open and 39 were completely closed, whereas about 43% of countries had an 

index lower than 0.5. The analysis of the geographical distribution of the index shows that the 
most closed-off countries are in Asia and Africa. Moreover, as many countries over the last 15 

years have resorted to the implementation of the policy of liberalization, just some revised 
significant restrictions on the capital movement, for example, Argentina and Iceland.  

In many of these countries flexibility of the exchange rate and interest rates increased 

even before the liberalization of capital flows. In particular, over half of the 37 countries 
increased their exchange rate flexibility, and a quarter resorted to the liberalization of interest 

rates before the liberalization of capital flows. Such a significant indicator (thirty-seven 
countries) gives ground to assert that the exchange rate regime and the transparency of the policy 
interest rate become a prerequisite to effective liberalization of capital flows. 

Table 1. 
The countries that implemented liberalization in 1995-2010. 

 
 

Countries 

Afghanistan Botswana Chile Haiti Jordan Papua Sao Tome Swaziland 

     New e Principe  
     Guinea   

Algeria Bulgaria Cyprus Honduras Korea Romania Senegal Uganda 

Armenia Burundi Dominica Hungary Malta Russia Seychelles  

      islands  

Azerbaijan Cambodia Ghana Iraq Mauritania Saint-Kitts Slovakia  

     and Nevis   

Bosnia Cabo Gayana Israel Nigeria Samoa Slovenia  
 Verde       

Source: [10]  
There is a definite correlation between the achieved level of liberalization of capital 

transactions and exchange ratepolicy. With a significant degree of capital mobility, the 
maintaining of nominal exchange rate within a certain period becomes almost impossible if the 
market believes that the exchange rate is overvalued and expects devaluation. Such expectations 

of financial markets inevitably lead to an outflow of capital and, consequently, to problems with 
payment balance, if one fails to increase domestic interest rates sufficiently. However, with a 

large-scale outflow of capital from the country, rigidity of home monetary policy to maintain the 
exchange rate must be very serious, and that obviously puts limits on the use of interest rates as a 
tool of external equilibrium renovation. Thus, if the government does not want to agree to the 

introduction of a flexible exchange rate, then with the negative market expectations, the 
adjustment of the nominal exchange rate (devaluation) must fulfilled quickly. I f the government 

lingers over making appropriate decisions, the market itself will force it do it, increasing 
speculative pressure on the exchange rate and provoking a currency crisis. Obviously, the higher 
the degree of international capital mobility, the more problematic it is to maintain a fixed 

exchange rate, and consequently, there are more incentives for the use of different options of a 
flexible exchange rate. 

We emphasize that the consequences of the increasing international capital mobility 
manifest themselves when using the exchange rate as a ―nominal anchor‖ and conducting the 
policy of «actual targets». Both approaches imply that the level of the exchange rate should be 

determined by government policy, and this, in turn, means that the exchange rate is, in some 
degree or other, fixed or adjustable, in particular, if you use such intermediate modes, as a 
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«creeping fixation», «currency corridor» or a managed free float. However, a fixed or strictly 
controlled exchange rate under the conditions of high capital mobility can be maintained only if 
the market believes that it can be retained on a fixed level. It appears from this that regardless of 

target goals of exchange-rate policy, the availability of international capital mobility assumes as 
a basis the problem of credibility of the whole package of macroeconomic policy needed to 

maintain the desired level of the exchange rate [11, p.242].  
The research team A.Kose, E.Prasad, K.Rogoff and S.-J.Wei [12] identified four groups 

of so-called boundary conditions affecting the quality of liberalization of capital flows: 

1)development of the financial market;  
2)quality of institutions and management;  

3) macroeconomic policy;   
4) trade integration. 
However, such indicators with a certain degree of approximation can be aggregated as measures 

of financial development (the ratio of market capitalization to GDP or loans of the private sector 
to GDP); impact of bureaucracy and corruption; the ratio of the fiscal balance to GDP; trade 

openness (ratio of exports and imports to GDP). The experience of countries that have resorted 
to the liberalization of capital flows in the last 15 years clearly demonstrates that the greater 
liberalization is associated with: 

 higher real GDP per capita. The coefficients of liberaliza tion are considerably negative 
(decrease of the index means the liberalization of capital flows). The results show that 0.1 point 

index decline is the share of approximately 0.14 percentage point increase of real GDP per 
capital growth; 

 lower level of inflation. The coefficients of the liberalization index are considerably 
positive. The index decreased by 0.1 point means about 0.7 percentage points lower inflation;  

 high capital return. The coefficients of capital liberalization index are considerably 

negative. The index decreased by 0.1 point provides an increase in profit of share capital by 
about 2.9 percentage points; 

 decrease of the coefficient of the sufficiency of Bank capital. The index decreased by 0.1 
point provides for the reduction of capital adequacy ratio by about 0.3 percentage points. It may 

be associated with higher expansion of loans and assets associated with increased liberalization 
of capital flows. Furthermore, the growth of risky assets after the liberalization of capital flows 

may create downward pressure on capitalization indicators; 

 bigger inflow and outflow of capital. The coefficients of liberalization are significant. 
The index decreased by 0.1 point means increase in the inflow by 1.2 percentage points and 

increase in the outflow by 0.8 percentage points. However, the impact of liberalization on net 
flows is not statistically significant.  

 China is the largest country in terms of population and GDP, which maintains significant 
control over capital flows according to de jure index. India is the second largest country that still 
has great control over capital.  

There are other countries with developing markets (EMEs) and similar restrictions, but 
they are not global actors of the world economy. Possible consequences of liberalization of 

capital movements in China were analyzed in a few studies. The Chinese authorities expressed 
their wish to achieve full capital-account convertibility and the internationalization of the 
currency in the long term. In February 2012, the research workers of People’s Bank of China 

proposed a stage-by-stage process of reforms, which envisages an increase of Chinese 
investments abroad; acceleration of foreign crediting in yuans, in particular, to keep trade 

transactions, as well as wide field for foreign investment in Chinese stocks, bonds, and property 
[13]. The full convertibility of the yuan should be the last step, but restrictions on speculative 
capital flows and short-term external borrowings will remain. The liberalization in China is 

expected to have  major endogenous and exogenous consequences. As recognized by the 
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authorities, further liberalization will profitable owing to the implementation of the government 
plan concerning the  liberalization and more rapid progress in supporting reforms, especially in 
the financial sector. At the same time, it should be admitted that the successful liberalization of 

capital movements will lay a solid foundation for the international use of the yuan. However, 
large flows can lead to risks for financial stability, which also have multilateral consequences 

[10]. 
IMF experts predict that the liberalization of capital movements in China may lead to the 

following macroeconomic and financial implications: 

• larger total inflow and outflow of capital. For example, the inflow and outflow can increase by 
3.3 percentage points and 2.1 percentage points in 2016, which is a net surplus to $380 billion 

and $240 billion in 2016 respectively. Thus, the liberalization will considerably affect gross 
capital flows. However, the impact on net capital inflows will depend on concrete activities and 
planning; 

• high growth rate of GDP per capita compared with a growth rate as planned without 
liberalization. For example, the GDP growth rate in 2016 can increase by 0.4 percentage points; 

• the decline in inflation rate. For example, the rate of inflation in 2016 can decline by 1.7 
percentage points;  
•  high capital return. For example, the return of capital in 2016 can increase by 17  percentage 

points;  
•     decrease of the coefficient of Bank capital adequacy. For example, sufficient capital ratio  

can be reduced by 0.7 percentage points in 2016.  
The conclusions. Despite the positive effect, the liberalization of capital flows can cause 

certain problems. In particular, the gains from the liberalization of capital flows include the 

reduction of irrational use of resources, risks diversification and development of financial 
markets. At the same time, liberalization may be associated with increased macroeconomic 

instability and vulnerability to crises, can complicate macroeconomic management, since the real 
sector of the economy may not be able to adjust to capital flows major fluctuations, especially in 
a fixed rate of exchange mode. Increased inflows can drive up the demand in home market, 

which will lead to economic overheating. Liberalization of capital flows can lead to the 
formation of a bubble in asset prices, increase the risks for the banking sector, and require much 

more reasonable and prudent regulation. 
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T. I. Nikolenko 

 
PECULIARITIES OF FOREIGN INVESTMENT ACTIVITIES OF 

UKRAINEAND REPUBLIC OF CYPRUS 

 
The analysis of the current state of foreign investment activity of Ukraine is conducted; it 

is determined that for recent decade the structure of investments to Ukraine has met some 
changes, namely in 2003 the United States and the CIS countries accounted for a large share of 
investment to Ukraine, whereas in 2012 in the structure of foreign investment EU countries 
dominated – they have significantly increased their share at the expense of the United States and 
CIS countries. Volume of investments which the U.S. accounted for dropped from 16,1% to 
1,7%. This indicates increase in Ukraine’s investment attractiveness to Europeandstrengthening 
country’s European integration vector.  
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It is stated that during the period under consideration the reorientation of the EU 
countries' policies towards investments to Ukraine taken place. Among these countries Cyprus 
deserves special attention as far as the investments from this country show stable annual growth. 

At this expense this country's share in total flows incoming to Ukraine is growing as far as the 
rate of Cyprus investments increase are higher than those of other countries. 

In order to identify the impact of some macroeconomic indicators (external debt, gross 
domestic product, Ukraine and Cyprus foreign trade in services, dollar exchange rate) on the 
investment activity of Ukraine and Republic of Cyprus correlation and regression analysis was 
conducted. Its results showed that between FDI and external debt, GDP, volume of foreign trade 
in services and the dollar exchange rate there are close and direct relations, which indicates a 
rather strong impact of these macroeconomic indicators on foreign direct investment between 
Ukraine and Cyprus. 
 

It was also noted that such component as foreign investment has become an essential part 
of country’s intensive development, and economic development of Ukraine at this stage can’t 
take place without foreign investment. 

 
Key words: investment development, investment climate, foreign direct investment,abroad 

direct investment, external debt, foreign trade in services, GDP, dollar exchange rate. 
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