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TOPIC 1

KHARKIV NATIONAL UNIVERSITY - LEADING
HIGHER EDUCATIONAL INSTITUTION OF UKRAINE

V.N. Karazin Kharkiv National University is one of the oldest universities
in Eastern Europe. In accordance with Presidential Decree of October 11, 1999
No. 1313 and of May 28, 2003 No. 454 the University is a self-governing
(autonomous) national higher educational institution.

Founded in 1804 on the initiative of the outstanding enlightener
V.N. Karazin, for more than two centuries the University has represented
aspiration of people for the light of knowledge and the pinnacle of science. The
University has played a leading role in the development of modern Ukrainian
culture as well as in the transformation of Kharkiv into a principal intellectual,
industrial and cultural center.

Kharkiv University was at the origin of many priority areas of science,
trained up to 200 thousand highly qualified specialists. The university's faculty and
graduates have made it a world-class scientific discovery. The names of many
prominent researchers are associated with the University; among them are Nobel
Prize Winners I. Mechnikov, L. Landau, S. Kuznets, world famous mathematicians
M. Ostrohradskyi,  O. Lyapunov,  O. Pohorelov,  physicists 1. Lifshitz,
K. Sinelnikov, A. Walter, O. Akhiezer, biologists M. Bulankin, V. Nikitin,
chemists M. Beketov, M. Izmailov, astronomers O. Struve, M. Barabashov,
philologists O. Potebnya, O. Biletsky, physicians L. Hirshman, M. Trinkler,
historian D. Bahaliy, geologist D. Sobolev, geographer M. Dmitriev and others.

More than 100 alumni of the University became full and corresponding
members of the National Academy of Sciences of Ukraine.

The University has 21 schools and 115 departments, their number is
steadily growing. It also has 10 international centers.

Distinguished by high achievements in education and scientific activities,
Kharkiv University as well as Lviv University started new priority programs
majoring in International Relations that were formerly provided only by Institute
of International Relations of Taras Shevchenko National University of Kyiv.
Namely, in 1998 Kharkiv National University opened a specialty “International
Economic Relations” on Professor A.P. Holikov’s initiative with the active
support of Professor V.S. Bakirov, then Vice-Rector and current Rector of the
University. First, it was attached to the department of social and economic
geography. Later, at the suggestion of the then Dean of the School of Economics
(now the first Vice-Rector of the University, Prof. V.V. Alexandrov), it was
transferred to a specially created new department of International Economics and
International Economic Relations.
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After launching the specialty "Tourism" at this department, there arose
aneed in its further splitting and creating new departments, namely the
Department of International Economics, the Department of International
Economic Relations and the Department of Travel Business, as well as in
establishing a new school. Thus, foundation of the School of International
Economic Relations and Travel Business in 2005 became a logical consequence.
Professor A.P. Holikov became its first dean and in 2006 he transferred his
powers to the new dean Professor V.I. Sidorov. Under V.I. Sidorov’s guidance
the School underwent qualitative and quantitative changes. Nowadays, it
comprises four departments: the Department of International Economic Relations
(the Head 1s N.A. Kazakova, Associate Professor), the Department of Travel
Business (the Head is A.Yu. Parfinenko, Associate Professor), the Department
of International Law (the Head is L.V.Novikova, Associate Professor), the
Department of Economic Theory (Ye.M. Vorobiov, Full Professor). Further on,
the Department of Country Studies, the Department of International Information,
the Department of Hotel and Catering Business and that of International Business
are to be established.

The training is carried out by 15 Doctors of sciences and 40 Candidates of
sciences for 950 students. The school offers further opportunity to obtain
a higher qualification by providing postgraduate training in the major “World
Economy and International Economic Relations™.

Training at the Department of International Economic Relations results
into Bachelor’s degree (4 years). The graduates of the Department can pursue
their studies leading to the Master’s degree (1-2 years).

In accordance with the National Classifier of Ukraine: "Classifier of
Professions" DK 003: 2010, Bachelor of International Economic Relations is
eligible to perform professional work and hold the following positions:

3439 — assistant accountant;

3439 — assistant economist;

3439 — commercial bank operator;

3439 — assistant chief financial officer;

3439 — assistant auditor.

In accordance with the National Classifier of Ukraine: "Classifier of
Professions" DK 003: 2010, Master of International Economic Relations
1s eligible to perform professional work and hold the following positions:

2441.2 — economist;

2441.2 — economist in accounting and analysis of economic activity;

2441.2 — planning economist;

2441.2 — financial economist;

2441.2 — economic observer;
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2441.2 — contract and claim economist;

2310.2 — lecturer (assistant) of higher educational institution;
2419.2 — commodity market research analyst;

2419.2 — expert on foreign economic issues;

2441.2 — economic consultant;

2441.2 — economic advisor;

24442 — translator.



TOPIC 2

INTERNATIONAL RELATIONS AS A BRANCH
OF SCIENCE

2.1. International relations and their structure.
Major international organizations

International relations are external relations between countries, 1.e. their
mutual exchange of material products, services, information based on the
international geographical labor division as well as cooperation of political and
humanitarian organizations aimed at effective solution of global and regional
problems of humanity, expansion of citizens’ personal contacts.

International relations encompass diplomatic, economic, political, military
and humanitarian relations. In accordance with the aforementioned areas the
subjects below have been developed and introduced into the curriculum:
international relations (diplomatic field), international economic relations,
international business (economic field), international law (legal field), country
studies (economic and political and geographic field), and international
information (informational and journalistic field).

International intergovernmental and non-governmental organizations have
been established to facilitate the effective implementation of international
relations. Major political organizations include the following: United Nations
Organization (UNO), Organization for Security and Co-operation in Europe
(OSCE), League of Arab States (LAS), Organization of American States (OAS),
Organization of African Unity (OAU), Commonwealth of Independent States
(CIS), Asian and Pacific Council (ASPAC) and others. International economic and
monetary organizations include the following: World Trade Organization (WTO),
Organization of Petroleum Exporting Countries (OPEC), World Tourism
Organization (UNWTO), International Bank for Reconstruction and Development
(IBRD), International Monetary Fund (IMF). The military organizations include
the following: North Atlantic Treaty Organization (NATO), Pacific Security Pact
(ANZUS). There are a lot of international regional organizations of an integrative
nature, namely: European Union, North American Free Trade Agreement
(NAFTA), Eurasian Economic Union (EurAsEC) and others.

2.2. International economic relations and their role
and importance in the world economic reproduction

Continuous production of material goods and services is an objective basis
for the existence of human society. The process of their reproduction regardless
of its social form must be nonstop.
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Society can stop neither consuming nor producing. Economic reproduction
takes place both within individual enterprises, households, industries, regions
and countries, and on a global scale.

Reproduction is based on seamless unity of all its constituents, namely
production, distribution, exchange, consumption, accumulation (Fig. 2.1).

Production of goods and
services

!

Exchange

v
Distribution
/ - \

Consumption Accumulation

Fig. 2.1. Structure of the economic reproduction

International economic relations (IER) are part and parcel of all the stages
of economic reproduction. IER refer to the system of economic relations
between national economic agents based on the international labor division and
factors of production.

Economic content of IER by stages of economic reproduction:

IER in production are relationship between global economic agents in
material production represented by:

e joint construction of economic infrastructure;

e joint ventures;

¢ international specialization and production cooperation;

e direct manufacturing relations.

IER in exchange are relationship between global economic agents
regarding the sale and purchase of goods, capital, labor and services represented
by international trade.

e IER in distribution are relationship between global economic agents
regarding distribution of material, labor and financial resources that
include the following:

e development of joint venture;

¢ international capital flow;

e international labor migration.

IER in consumption and accumulation are relationship between global
economic agents regarding meeting their needs through mutual deliveries or
production of common economic infrastructure.
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2.3. Leading scientists in the field of world economy
and international economic relations

The world economy and international economic relations are the object of
study of many foreign and domestic scientists. Among foreign researchers, the
works by A. Smith, D. Ricardo, W. Rostow, E. Heckscher, B. Olin, P. Lindert,
G. Myrdal, J. Tinbergen, B. Ballas (B. Balassa), M. Porter, V. Inozemtsev,
O. Bulatov, O. Kireev, V. Lomakin, V. Rybalkin and others deserve much attention.

Paul Krugman’s works on international economics, spatial economics, “new
economic geography”, Peter Lindert’s research on world economic relations,
Michael Porter’s investigations on international
competition, Vasily Leontiev’s research on input-
output analysis are especially noteworthy.

Paul Krugman is an author of well-known
works [International Economics, The Spatial
Economy — Cities, Regions and International Trade
and others.

P. Krugman’s theory he was awarded the

Nobel Prize in 2008 explains the reasons of modern
urbanization of world economy.
Large-scale production together with struggling to
reduce transport cost result in growing the number of
people who tend to settle down in the metropolitan
areas. In its turn, increasing population of the cities
stimulates the development of economy and industrial growth, which leads to a
further increase in the number of inhabitants and growth of metropolitan areas.

Paul Krugman,
American economist,
Nobel Prize Laureate

American economist, Professor of Economics,

University of California

Author of one of the most respected textbooks of
US higher education on international economic
relations entitled Economics of World Economic
Relations.

The outstanding domestic contributors to
investigating the laws of the development of
world economy and international economic relations
are the following: A.S. Filipenko, O.I. Shnyrkov,
M.Z. Malsky, [.M. Hrabynsky, Yu.M. Pakhomoyv,
Yu.V. Makohon, A.P. Holikov, S.O. Yakubovsky,
[.V. Burakovsky, V.M. Levkyvsky, M.H. Nikitina,
Peter H. Lindert T.V. Orekhova, V.O. Shevchuk.
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Doctor of Economics, Professor of the Department of World Economy and
International Economic Relations of the Institute of International Relations, Taras
Shevchenko National University of Kyiv; Honored
Scientist and Engineer of Ukraine.

Author and coauthor of more than 300 scientific
works, including more than 20 monographs, textbooks,
study guides. The most well-known of them are the
following:  Economic  Development of Modern
Civilization — K., 2000; Ukraine and the World
Economy: Interaction at the Turn of the Millennium —
K., 2002; Global Forms of Economic Development —
K., 2007; World Economy — K., 2007; International
Economic Relations: Theory — K., 2008; Economic
Globalization: Origins and Results — Moscow, 2010
(in Russian); International Economic Policy Theory —
K., 2013 and others.

The scope of scientific interests covers the following fields:
internationalization of economic relations, formation of international economic
communities, theory and practice of world economic development, economic
globalization.

Anton Serhiyovych
Filipenko

Doctor of Economics, Professor, Head of the Department of World
Economy and International Economic Relations of the Institute of International
Relations, Taras Shevchenko National University
of Kyiv; Honorary Educator of Ukraine.

Author of more than 250 scientific
publications, namely the monographs entitled
Competition in the Economic Relations of Eastern
European Countries - M., 1996; European Union
Competition Policy. — M., 2003; European Union
Trade Policy. — K., 2005, The European Union in
the Global Innovation Space. — K., 2008.
Textbooks: International Economic Relations. —
M., 1994; European Monetary Union. — K., 2001;
International Economic Relations. Case studies. —
K., 2013 and others. Participant in more than 30
international scientific and educational programs.

The scope of scientific interests covers the following fields: competition and
competitive interactions in EU countries, EU trade policy, the EU and its role and
importance in the world economy and international economic relations.

Oleksandr Ivanovych
Shnyrkov
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Academician of the National Academy of Sciences of Ukraine, Honorary
Worker of Higher Education of Ukraine, laureate of the State Prize of Ukraine
in the field of science and technology, director of the
Institute of World Economy and International Relations
of the National Academy of Sciences of Ukraine,
professor at the Department of International Economics of
Kyiv National University.

Author and coauthor of more than 500 scientific
works, including the following: Ways and Crossroads of
Modern Civilizations. — K., 1998; Globalization and
_» Security of Development. — K., 2001; Model of World

 cvilizations, K., 2002; Market Transformation Strategy as
a Factor in Mitigating the Polarization of Society, — M.,
2002; International Vectors of Ukraine. — K., 2004;
Strategy of Innovative Development of Ukraine for 2010—
2020 under Conditions of Globalization Challenges, — K.,
2009; Geo-economic Development Scenarios and Ukraine. — 2010 and others.

The scope of scientific interests covers the following fields: globalization
processes in the world, geo-economic strategy of Ukraine’s development.

Yurii Mykolaiovych
Pakhomov

Candidate of Geographic Siences, Doctor of Economics, Professor, Head of
the Department of International Relations, Ivan Franko National University of
Lviv. Founder of the School of International
Relations (1992) and its first dean. In 1992—
2002 he was a lecturer, guest professor at
universities in the UK, Canada, Germany,
Poland, USA, Switzerland, Sweden,
and participant of many international
conferences, symposia and meetings.

Ambassador of Ukraine to Poland in
2010-2014. In 2011 he received diplomatic
rank of Ambassador Extraordinary and

Markian Zinoviyovich Plenipotentiary of Ukraine. o
Malsky Auj[hor Qf more than . 150 scientific
works, including the follwoing: Territorial
Economic Systems. Ecological and Economic Aspects of Development (Lviv,
1994), Regional Economic Policy (Lviv, 2001), Fundamentals of Global
Economic Relations (Lviv-Rzeszow, 2003), International Relations: History,
Theory, Economics, Law (Kyiv, 2010), Theory of International Relations (Lviv,
2002; Kyiv, 2003, 2007, 2011), Ukrainian Diplomatic Dictionary (Kyiv, 2011).

The scope of scientific interests covers the following fields: theory of

international relations, commercial diplomacy, regionalism.
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Doctor of Economics, Professor, Head of the
Department of International Economic  Relations
Department, Ivan Franko National University of Lviv.

Author and coauthor of 9 monographs, 16 textbooks
and study guides and of more than 200 scientific papers
published in Ukraine, Austria, Belarus, Poland and Russia.

Prof. .M. Hrabynskyy is the founder of a new
scientific direction in the study of environmental problems
of the world economy. Under his supervision, research
works on the concept of sustainable ecological and
economic development of Ukraine under the conditions of
integration into the European Union have been carried out.
He pays considerable attention to the theory of comparative ecological-economic
advantage in foreign trade. He has founded Lviv Scientific School in the study of
environmental problems of the world economy.

Ihor Mykhaylovych
Hrabynsky

Doctor of Economics, Professor, Head of the pDESSA-MEDIA.IN
Department of World Economy and International Economic
Relations of Odessa I.I. Mechnikov National University.

Author and coauthor of many scientific works —
monographs, papers, study guides including the following:
Financial stability of the European Union Countries in the
Global Economic Crisis: the Experience for Ukraine —
Kharkiv, 2014; Stability of National Banking Systems in
East Asia in Terms of Global Imbalances — Odessa, 2013;
Stability of the National Financial System During the . ,
Global Economic Crisis of 2008-2010. — Odessa; Serhiy Oleksiovych
International economic relations — Odessa, 2012. Yakubovsky

The scope of scientific interests covers the following fields: international
monetary relations, international flow of financial resources, stability of
national financial systems, European monetary and financial integration.

Yu.V. Makohon is the Head of the Department
of International Economics of Donetsk National
University, Head of the Sector of the Institute
of Industrial Economics of the National Academy of
Sciences of Ukraine, Director of the Regional
Branch of National Institute for Strategic Studies
in Donetsk, Doctor of Economics, Professor,
Academician of the Academy of Economic Sciences .
of Ukraine, Honored Scientist and Engineer of Yuriy Volodymyrovych

Ukraine Makohon
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Author and coauthor of more than 500 scientific works, including 20
monographs and 150 educational and methodical publications, has 13 copyright
certificates.

The wide scope of scientific interests covers the following fields: Ukraine
in the world economy, integration of certain branches of the domestic industry
into the world economy, regional economic policy, interstate foreign economic
relations, etc.

A.P. Holikov is Doctor of Geographical Sciences, Professor of the
Department of International Economic Relations of V.N. Karazin Kharkiv
National University, Honored Scientist and
Engineer of Ukraine

Author and coauthor of more than 250
scientific work including the monographs:
Regions of Ukraine: Search for Optimal
Development Strategy — Kharkiv, 1994; Regional
Development Strategy: FEuropean Context, —
Kharkiv, 2008; Kharkiv Region, 1997; 2012 —
Kharkiv; Cooperation of Ukraine with Arab Gulf
States — Kharkiv, 2010; Transformation of
International Economic Relations in the Age of
Globalization — Kharkiv, 2015. Textbooks and study guides: World Economy and
International Economic Relations, — Simferopol, 2003; International Trade:
Structure, Geography, Trends — Kharkiv, 2003; Economy of Ukraine — Kharkiv,
2005; — K., 2009; Geography of the World Economy — K., 2008; Economic and
Mathematical Modeling of World Economic Processes, — Kharkiv, 2006 ; — K.,
2009; International Economic Terms: Reference Dictionary, Kharkov, 2007; — K.,
2008; Economy of Foreign Countries — K. 2008; Regional Economy — Kharkiv,
2010; International Organizations — Kharkiv, 2014; World Economy — Kharkiv,
2015; International Economic Relations — Kharkiv, 2015.

The scope of scientific interests covers the following fields: regional
economic policy, spatial organization of world economic processes and their
economic and mathematical modeling.

Scientific and educational centers on international relations have been
established in Ukraine, namely those of Kyiv, Lviv, Kharkiv, Odessa, Donetsk and
others. The largest of these is Kyiv center where there are Institute of International
Relations of Taras Shevchenko National University of Kyiv, Institute of World
Economy and International Relations of Natioanl Academy of Sciences of
Ukraine, Diplomatic Academy, and others. Lviv center is represented by Ivan
Franko National University of Lviv with its School of International Relations,
Lviv Academy of Commerce with its Department of International Economic
Relations. Kharkiv center includes V.N. Karazin National University with the

Arthur Pavlovych Holikov
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Departments of International Economic Relations, of International Law, of World
Economy and International Relations and Kharkiv National University of
Economics with its Department of International Economics. Donetsk center
includes the Department of International Economics of Donetsk National
University and Regional Branch of National Institute for Strategic Studies. Odessa
center 1s represented by Odessa LI. Mechnikov National University with its
Department of World Economy and International Economic Relations.

SNk

Comprehension questions

Name major political international organizations.
Name major international organizations.
Name major economic and monetary international organizations.
Draw a diagram of the world economic reproduction.
Define the term "International Economic Relations" (IER) and specify
their role at the following stages of economic reproduction:
O [ER in production
O [ER in exchange
O [ER in distribution.
O [ER in consumption and accumulation.
Name the leading foreign scientists in the field of international economic
relations.
Name the scientific centers in the field of international economic relations
established in Ukraine and their leading scientists.



TOPIC 3

NOMENCLATURE OF SCIENCE

3.1. Factors of production
and economic potential of society

Factors of production that are sometimes referred to as economic resources
are the resources (natural, financial, material and technical, labor, etc.) that
must be used to create a product. According to the classical provisions of
economic theory, these include land, capital (property resources), labor,
entrepreneurial ability, technology (human resources). Some scientists, for
instance, American economist Edward Leamer, itemizes these factors of
production, singling out coal, oil, other types of fuel and raw materials, and also
subdivides labor into the skilled, semi-skilled, unskilled one.

Each of the factors of production has a price. The price of labor is wages,
the price of technology is royalties and patent fees, the price of capital is bank
interest, and that of land is land rent. The latter is the most difficult to determine
because the concept of "land" includes many components, namely location, size
and configuration of the area, endowment with fuel, raw materials, soil, water
and other natural resources, favorable climatic, relief conditions, etc.

Factors of production are a historical category. Factor endowment of world
countries is different and it changes both in time and space. By origin, they are
subdivided into basic and advanced, by degree of specialization — into general
and special (Fig. 3.1.)

Basic: land
(geographic Advanced — skilled
location, natural labor, infrastructure,
resources, climate), modern technologies
unskilled labor

Fig. 3. 1. Classification

specialization of factors of production
they are
subdivided into
Gener_al = = be general and Special — are used
used in different special only for a specific
fields. They are product group. They

pha}rgcterized _b_y are characterized by
significant mobility low mobility

By degree of
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The notion of economic potential of society is closely related to the factors
of production.

Economic potential is the aggregate capacity of economic resources
available within a country, region or any other area to produce the maximum
possible volume of material goods and services that meet the needs of society at
this stage of its development over a period of time (year) in terms of their
monetary value.

Components of economic potential are as follows: natural resource,
industrial, agricultural, transport, export, recreational, scientific, intellectual.

3.2. Human environment and natural resource
potential of the world economy

Human environment, or the environment in scientific terms, is a complex
systemic formation. Its study is possible from natural science perspective as
well as from ecological and economic one.

Considered from the natural science perspective, it consists of biosphere,
hydrosphere and lithosphere.

The biosphere (from Greek bios — life and sphaira — sphere) 1s the shell of
the earth, inhabited by living organisms. Academician V.I. Vernadsky is
considered to be the founder of the theory of biosphere. According to his theory,
the upper and lower layers of the biosphere are determined by the spheres of the
earth's environment, suitable for the existence of living organisms (plants,
animals, bacteria, viruses). The upper boundary of the biosphere is the lower
boundary of the ozone layer in the atmosphere which is located at an altitude of
about 25 km from the Earth's surface. The ozone layer does not let the bulk of the
sun's ultraviolet rays to pass through. The lower boundary of the biosphere is at
a depth of 3-3.5 km from the surface of the earth's crust.

V.I. Vernadsky called the thickest accumulations of living matter the
films of life. On land they are soil, vegetation of the Earth, its wildlife. In the
oceans, the films of life are represented by a planktonic surface layer. The
living matter of the biosphere is formed, transformed and decomposed,
involving a large number of minerals. The volume of re-formed living matter is
about 10 % of the total biological mass annually. Living matter constantly
passes through itself huge masses of water, rocks, gases.

Water is the main component of the hydrosphere (from the Greek hydos —
water, sphaira — sphere), which means the water surface of the earth, consisting
of seas, oceans, water, land, atmospheric water, groundwater and ice. Of the
natural waters, the world's ocean accounts for 96.53 % of the world's reserves.

The lithosphere (from the Greek [ithos — stone, sphaira — sphere) is
a solid shell of the Earth. The lithosphere normally refers to the earth’s crust.
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The upper boundary of the lithosphere is the atmosphere and hydrosphere, and
the lower boundary is the mantle that collides with the Earth's core. Earth crust
power is 30-70 km below continents and 5-20 km below ocean. It consists of
sediments of rocks.

Considered from ecological and economic aspect, the environment is
classified taking into account the rationality of environmental management.
Two main classes are defined, namely the natural conditions of society and
natural resources.

Natural conditions represent a range of living organisms, bodies and
natural phenomena which impact life and economic work of society, but are
not directly involved in the material and industrial use, production and non-
productive activities of people (such as weather or climate).

Natural resources are the bodies and forces of nature that are used or can
be used directly as means of production and consumer goods to meet the
material and spiritual needs of society, to improve their living standards.

In some cases, natural conditions can serve as a resource. Thus, mountainous
terrain can serve as a resource for tourism activities, and the Mediterranean
climate can be a resource for recreation and health improving. World countries
and regions’ endowment of natural resources greatly varies (tab. 3.1, 3.2).

Table 3.1
Indices of endowment of the world countries
and regions with natural resources
) Forest Protected : Aggregated
Country (region) River flow index
resources areas

World (total) 1 1 1 1
Europe — without ex-
USSR 1.05 1.51 1.44 1.33
France 0.85 1.38 0.90 1.04
Poland 0.90 1.38 1.51 0.93
Ex-USSR 1.16 0.46 0.57 0.73
Estonia 1.46 1.33 0.76 1.18
Latvia 0.64 1.70 0.72 1.02
Lithuania 1.37 1.87 0.83 1.36
Belarus 1.06 0.17 0.48 0.57
Moldova 0.40 0.05 0.12 0.19
Russia 1.44 0.57 0.69 0.90
Ukraine 0.54 0.32 0.26 0.37
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Table 3.2
Indices of provision of the world countries and regions’
population with natural resources
. Forest Protected . Aggregated
Country (region) River flow index
resources areas

World (total) 1 1 1 1
Europe — without ex-
USSR 0.42 0.59 0.59 0.50
France 0.36 0.59 0.37 0.44
Poland 0.31 0.47 0.18 0.31
Ex-USSR 3.85 1.47 1.91 2.64
Estonia 1.75 1.59 0.92 1.37
Latvia 0.67 1.76 0.76 1.06
Lithuania 0.74 1.00 0.44 0.68
Belarus 0.95 0.18 0.43 0.62
Moldova 0.12 0.01 0.04 0.12
Russia 7.30 2.82 3.50 4.67
Ukraine 0.27 0.18 0.13 0.27

Cf. S.A. Lisovsky and L.G. Rudenko Ukraine and the World Economy:
Interaction at the Turn of the Millennium / A.S. Filipenko, V.S. Budkin,
A.S. Halchinsky et al. — K.: Lybid, 2002. — P. 59, 60.

Natural resource potential. The notion of natural resource potential
(NRP) 1s widely used in modern scientific and educational literature
(especially in geographical and economic ones). However, its generally
accepted definition is yet to be worked out. Generalization of current
definitions by different authors allows making the following interpretation:
the natural resource potential of a land or water area is the aggregate
productivity of natural resources in terms of their monetary value.

The approach above makes it possible to calculate the amount of any
kind of natural resource that can be produced by its source per a unit of time,
its price (for instance, a kind of raw material received within a year in
monetary terms) and its estimated period of use at a given rate of its
exploitation. Probably there is no need to prove that water sources in the
Crimea and Volyn with equal water consumption will have completely
different resource potentials (potential, i.e. the "power" of water in the
Crimea will be greater than in Volyn, where its consumption value is much
lower, compared to the Crimea).
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V.P. Rudenko, Doctor of Geographical
Sciences, Professor of Chernivtsy National
University has greatly contributed to the
development of the theory of natural resource
potential (NRP).

In accordance with the theory of natural
» resource potential (NRP), it has its own structure

g | consisting of land, water, plant, faunistic, recreational
Valeriy Petrovych and mineral potentials (Fig. 3.2.).
Rudenko

Natural resource potential

Water Mineral
Land Recreational

Faunistic Plant

Fig. 3.2. Structure of natural resource potential

Land potential is made up by the land resources of the planet, by which
we mean the earth's surface suitable for human life and activity. The lands used
for production activities normally account for approximately 3.5 billion
hectares. They make up the land bank of the world which includes agricultural
lands (arable land, gardens, pastures, meadows, etc.), forests, urban lands, lands
used by industry, transport network, etc. (Fig. 3.3).

m Agricultural land

® Residential areas
s Industry, transport,

communication

® Protected areas \Fig.3.3. Structure of
o world land bank, min ha

M Land reserves

m Water fund lands

m Forestry fund lands

The most important part of agricultural land is arable land. Its distribution
among the countries of the world is very uneven (Fig. 3.4).
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In terms of per capita, China has the lowest area of arable land — 0.09 ha
and Egypt — 0.05 ha.

Water resources are an integral part of the planet’s hydrosphere. However,
their share in the hydrosphere is relatively small, they account only for 0.003%.
They include surface flow (rivers, lakes, marshes), groundwater, mountain glaciers
(except the Arctic and Antarctic zones), i.e. the part of the planet's hydrosphere
that can be used now or in the foreseeable future. The distribution of water
resources among the countries of the world is extremely uneven. While the
average index of water availability amounts to 268 thousand m” per 1 km® of land
per year, there are countries and regions where the index above is ten times higher
(Brazil, the Republic of Congo) and those where it is ten times lower (Algeria,
Saudi Arabia, Central African Republic, etc.). The USA accounts for 353 thousand
m’ of water per 1 km® per year, France — for 441 thousand m’ of water per 1 km®
per year vs Ukraine with its 83 thousand m’ of water per 1 km” per year. There is
a significant spatial disparity between water resources and their use.

The plant resources of the planet include forests, shrubs, grass, field crops,
gardens, parks, semi-desert vegetation, tundra, high mountains (Fig.3.5).

Fig. 3.5. Plant 1,5
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Forests are the major part of plant resources. Their economic use allows
obtaining timber, technical, food, forage, medicines and other products.

The forest area of the planet that is covered with forest is about 40 million
km®, which is 28 % of its land. But only 23 million km® are suitable for
commercial use.

Total timber reserves are 359 billion meters’, with coniferous amounting
to 127 billion meters’, and deciduous — to 232 billion meters’. Most of the
forests are located in the northern and southern forest zones.

The northern forest zone is located in a temperate climate zone. There are
three regions of their exploration: Russia, Northern Europe, North America.
The largest forest area is in Russia (30% of the world's forest area).

The southern forest zone extends within the equatorial and tropical
climatic zones. Forestry regions are distinguished as follows: Southeast Asia,
Central and West Africa, South America. Among the countries in this zone, the
largest areas of forests are concentrated in Brazil, the Republic of the Congo,
the Democratic Republic of the Congo, Indonesia, Guiana and Guyana.

Faunistic resources account for about 1.5 million animal species. In
natural conditions, faunistic resources include wild animals, birds, and fish.
They are the subject of hunting, fishing. The largest faunistic resources of the
planet are preserved in Africa, where national parks of world significance are
created, as well as in South America, Australia. Special hunting grounds have
been created in many countries in Europe, North America, and several regions
of Africa. Of great importance is the commercial fishing, which is carried out
by many countries throughout the global ocean.

The recreational potential of the planet includes the resources of natural
and anthropogenic origin.

Natural recreational resources are special features of nature, natural and
natural-engineering geosystems, bodies, natural phenomena, their components,
environmental facilities which are used to meet the recreational needs of the
population under the present conditions of development of productive forces. The
main natural recreational resources include the following: coasts of warm seas,
banks of rivers, lakes, reservoirs, forest and meadows, foothills and mountainous
countries, caves.

Recreational resources of anthropogenic origin or socio-economic
recreational resources are cultural sites, monuments of history, architecture,
ethnographic features of the area, etc. The socio-economic recreational resources
include metropolitan and historical centers; cities-resorts and resorts areas:
religious complexes and individual structures located within and outside
settlements, ancient cities, fortifications and more.

Important recreational and tourist areas include the coasts of the
Mediterranean, the Black and Baltic seas, the Atlantic and Pacific oceans of the
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Americas, the Indian and Pacific oceans of Africa, Asia and the islands.
Mountain systems of the Alps, Caucasus, Himalayas, Andes are also important
recreational and tourist areas.

Recreational and tourism resources are a significant source of income for
many countries, namely Greece, Spain, Italy, Switzerland, France, Egypt,
Mexico, San Marino, Monaco, etc.

Mineral resource potential. The planet's interior contains about 70 ore
and 8 non-metallic minerals. They form fuel-energy and mineral resource
potentials consisting of more than 200 types of minerals. Mineral resource
potential is subdivided into the following ones: metal-ore (metallic raw
materials for metallurgy), fuel and energy (oil, natural gas, coal, oil shale, etc.),
mining and chemical (phosphorus-containing raw materials, salts), construction
(crystalline rocks, marl, sands, etc.), non-metallic potential for metallurgical
production (Fig. 3.6).

Mineral resource potential

— | .

Metal-ore Fuel and energy Construction

Mining and chemical Non-metallic

Fig. 3.6. Structure of mineral resource potential

Minerals are an important category of international trade, accounting for
19 % of total commodity exports. In the export of mineral raw materials, the
bulk of deliveries 1s fuel — 53 %.

The distribution of mineral resource potential on the planet is extremely
uneven, and the demand in mineral raw materials which are the main base for
manufacturing industrial products is increasing annually. Today, in the world
more than 100 billion tonnes of mineral resources and fuels are extracted from
the depths annually.

The countries of the world have very different reserves of different kinds
of natural resources. Only a few countries are endowed with almost all known
natural resources including mineral, forest, water, soil and other, they are as
follows: the United States, Russia, China. Brazil, India, Australia, and Ukraine
are also rich in mineral resources though somewhat inferior to the countries
above. Many countries in the world have reserves for one or more types of
resources that are of world importance (Table 3.3).
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Table 3.3

World countries with the largest reserves of basic natural resources'

Countries Types of raw materials
Saudi Arabia, Iran, Iraq, Kuwait, UAE Oil
Russia, Turkmenistan, Iran, Saudi Arabia, USA, | Natural gas
UAE
China, USA, Russia, Ukraine, Australia, Germany, | Coal

Poland

Brazil, Australia, Ukraine, Russia, USA, Canada Iron ore
Guinea, Brazil, Australia, Jamaica, Suriname Bauxite
Chile, USA, Zaire, Zambia, Australia Copper ores

Ukraine, South Africa, Australia, Gabon, Brazil, | Manganese Ores
India
Malaysia, Brazil, Indonesia, China, Bolivia Tin ores

More generally, the endowment of the country with minerals is as follows:
D=Q+R+I=m + E,

where D is the need of the economy for fuel and raw materials; Q is raw
materials and fuel that the country gets through its own mineral resources
sector; R 1s raw materials and fuel produced and used from waste; / — mineral
resources that the country gets from external sources; m — the internal need of
the economy; E — the need for raw materials for export.

In the world economy, the developed countries are mainly consumers,
while the developing ones are producers and exporters of natural resources.
Such "specialization" is explained both by the level of historical and socio-
economic development of the world countries and by the special features of the
location of many kinds of resources on the planet.

According to the latest data recapitulated by the World Energy Council
(WEC), available organic fuel reserves in the world are 1220 billion tonnes of
reference fuel, while potential reserves are estimated to be 4.5 times more. It
means that the available (proven) reserves of organic fuel are enough to meet
the global demand for many decades.

Some countries have significant proven reserves of minerals. Particularly
noteworthy is the Russian Federation, where 13 % of the world's oil reserves,
39 % of natural gas and coal, 1/3 of iron ore, 70 % of apatite ore are found. Its

' Oliynyk Ya.B, Smyrmov LH. Geography of the World Economy (with the Basics of Economics)
[Text]: textbook. / Ya. B. Oliynyk et al, ed. Ya. B. Oliynyk, [.H. Smyrnov. — K., 2011. — 640 p.
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mineral resources are 3 times more than those in the US, and 4.4 times more
than those in the PRC.

The factors that determine the level of endowment with minerals of
individual countries and the world community as a whole are of economic
character. In general, the economic limit to the exhaustibility of any type of raw
material is the cost of extraction and processing which the society will never
exceed due to the range of reasons. These reasons as well as the costs are
different for different countries. For developed industrialized countries, the
level of economically justified costs is determined by the world price which
together with the rate of profit forms the so-called elementary price. The latter
in its turn determines the lowest limit of eligible costs. However, the decisive
role in the formation of the level of costs is played by the size of the investment
capital and the rank of the mineral sector among other branches in view
of its use.

For developing countries, the size of currency earnings and expenditures in
other export industries is decisive for the formation of a critical level of internal
costs. For the countries which are not sufficiently endowed with raw materials
and have limited import potential, the socially necessary level of costs is
determined by the level of scarcity of a particular raw material and the
economy's ability to produce domestically.

The degree of endowment with natural resources of the world countries are
estimated on the basis of the index of resource endowment that characterizes
the correlation between the size of stocks and the extent of their use. In this
case, the endowment with mineral resources is determined by the number of
years for which there will be enough of proven reserves (available or potential)
at the rate of their current use. As for the endowment with forest, land, water
resources, it is determined by their stock per capita.

Alternative Energy Sources. The scarcity of traditional energy sources,
especially of oil and natural gas, as well as the considerable adverse
environmental impact make humankind pay attention to alternative energy
sources, namely solar energy, wind energy, that of underground thermal
sources, biogas, etc. These energy sources are renewable and practically do not
pollute the environment when used.

Today, the development of unconventional energy has become
irreversible. There are many examples when the state gives priority to
environmental friendliness, low energy consumption or energy independence
rather than to total costs for the extraction and purchasing energy resources.
There are at least three reasons for encouraging implementation of renewable
energy sources — RES (Fig. 3.7).
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Main reasons of

implementing RES
| |
Awareness of Aspiration of the regions RES do not pollute
exhaustibility of and countries lacking the atmosphere, which
traditional natural their own fuel for energy is relevant in the
resources such as oil independence and context of a global
and gas solving their problem of environmental
energy conservation problem

Fig. 3.7. Main reasons of implementing RES

The share of RES in the global energy balance is still insignificant, only
14 %, although their economic potential is estimated at 20 billion tonnes of
reference fuel per year, which is twice the amount of modern annual extraction
of all fuels (coal, oil, natural gas, etc.).

Given the shortcomings of traditional energy sources and the
environmental problem, such developed countries as the USA, Japan, Germany,
Denmark, Sweden, Finland, Spain, Portugal, Austria, China and some others in
their energy policy are paying considerable attention to the development of the
alternative energy sector and are planning to bring the share of renewable
energy sources in the overall energy balance up to 20—50 %.

Different countries and regions prefer different types of RES, adapting
their use to local requirements.

The most striking example of the development of renewable energy is the
European Union countries (Fig. 3.8).
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Sweden
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Fig. 3.8 Use of RES by EU countries

3.3. Economic development and economic growth

27

%

Traditionally, economic development is quantitative and qualitative
changes occurring in the internal socio-economic structure of a country (region).
According to the methodology of the World Economic Forum, the
components that determine economic development in the medium and long
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term are divided into three categories: technological, institutional and
macroeconomic. These factors can provide a progressive or regressive impetus
to economic development, which consists in changes of the three components
of the reproduction process: the dynamics (positive or negative) of the
population and labor force; capital growth (financial savings and production
capacities); increase in labor productivity (fig. 3.9).

Components of regional development

S N

Technological . Macroeconomic
Institutional

. i v

— \

Labor productivity

Labor force Savings

Fig. 3.9. Components of regional economic development and their impact
on the components of the reproduction process

Economic growth is one of the components of economic development and
is only described as a quantitative increase in certain indicators, without altering
the internal structure of the object (for example, an increase in exports of
a country in monetary terms without changing exports structure).

Technological component of economic development. One of the
important prerequisites for successful economic development is growth of the
"economic level of technologies" and their efficiency over time. Its realization
heavily depends on science and technology policy — a policy aimed at
connecting science with production and education, which ensures scientific and
technological progress in regions, establishment and development of research
centers (technopoles, technoparks, business incubators, etc.) ..

Scientific and technological progress is impossible without innovations.
Modern science sees "innovation" as an initially established or implemented
activity that serves public needs and aims to achieve real effect in the areas
where new knowledge took the form of scientific discovery or technical
invention.
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Active introduction of innovations into the economy leads to a decrease in
material and energy consumption in production, increase in labor productivity
and, accordingly, to the increase in competitiveness of regions. The field of
regional innovation policy aims to promote interrelations between
concentrations of research centers, development works and productive forces,
as well as aims to promote the creation of territorial organizations which
combine science and production. This field includes conditions and factors of
establishment and development of research centers.

Institutional component of economic development. Institutional factors
are important for economic development. They include:

* independence of the judiciary;

* protection of property rights;

* transparency of government contracts;

+ fighting organized crime in business and others.

Macroeconomic component of economic development.

Almost all countries in the world have differences in the levels of
economic development. Different countries apply different methods of
encouraging and equalizing economic development. Meanwhile, both internal
and external factors are nearly always involved in economic development
allowing for certain models of development. Currently, two economic models
prevail — the “catch-up” model and the innovation-oriented development model.

3.4. International system of national accounts

The System of National Accounts (SNA) is a statistical system of
recording economic activities. It was adopted by the United Nations in 1961
and supplemented in 1968 and 1993.

Basic measurements of the SNA are:

— Gross Domestic Product (GDP) and its variety:

— Gross National Product (GNP)

— National Income (ND)

— Net National Product (NNP) and others.

GDP is the total value of goods and services produced annually within
a country (or region) by all economic entities, regardless of their nationality.

GNP - the total value of goods and services produced by national entities
(enterprises, organizations, individuals) during a year, regardless of the state
hosting them.

Subtracting depreciation expenses, we get a net national product (NNP).

National income (NI) equals GNP minus depreciation, indirect taxes,
losses (unsold output) etc.
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Thus, NI is a monetary measurement for the value newly created in
society minus nonproductive costs and losses (indirect taxes, unsold products,
physical losses, i.e. products which decayed, burned, or left in the field, etc.).

NI is described as the total sum of all real incomes of citizens, enterprises
and organizations. Therefore it characterizes the standards of living of the
population.

The share of NI in GNP depends on the level of socio-economic
development of the countries.

Calculation of GDP can be based upon:

— current prices (nominal GDP);

— constant prices of the base year (real GDP).

Normally, real GDP is used which excludes price changes, inflation,
temporary market conditions, etc. (as a rule, base years are those divisible by 5)

Since prices for identical products in different countries are not the same
for different reasons, and official exchange rates do not correspond to their
actual purchasing power, accurate comparison require that real GDP base on
purchasing power parity (PPP).

Purchasing Power Parity (PPP) — a ratio between national currencies
based on their purchasing power, which means prices for certain goods and
services in each country.

As prices are different in all countries of the world, the purchasing power
parity does not usually coincide with the exchange rate (official or market) of
national currencies. So PPP is mostly applied for analytical purposes.

Gross Value Added (GVA) — value of the output or services, produced by
an employee of the company with the help of the capital stock of this company.

GVA calculation pattern is demonstrated by the matrix, where X; = TO
(total output). Mathematically, GVA =TO - };xij (Table 3.4).

Table 3.4
GVA Matrix
Parts supplier
Producers ,
1 2 3 n jL=GVA TO
1 11 X12 X13 Xln Ll Xl
2 X21 X22 X23 X2n L2 XZ
3 31 st X33 e X3n L3 X3
m Xm | sz Xm3 .. an Lm Xm
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The share of the enterprise's total income that remains available after
paying taxes and other fiscal charges is considered its net income (NI). Net
income replenishes the payroll fund, subsidizes social and household needs of
the employees and ensures production development.

3.5. Quality of life

Indicator of the quality of life describes the level of satisfaction of
material, cultural and spiritual needs of a person. It is determined by the UN
methods based on the calculation of the Human Development Index (HDI)
depending on the country. HDI calculation is performed with the help of UN
methods by the formula in figure 3.10.

According to the

UN graduation, if the HDI ( Calculation of HDI
i1s less than 0.500 — the LE-20
quality of life is low, if it NDI = VIEF X EL X II HEl = s
equals 0.501-0.900 — the r
quality of life is average, El = YMYSIXEYSI-U Mys|= 2=
if more than 0.900 — the 0,951-0 “5a-0
quality is high.

The highest HDI eyg) = EYS=0 = In(GNpe—in (163)

rates are typical for the 20,6-0 (10821111 (163)
USA, Canada, Western

Europe, Australia, New

Zealand, Japan, Republic

of Korea, Singapore. Fig. 3.10. Formulas for calculation of HDI

3.6. Competition and competitiveness

Competition is an economic process of interaction of producers and their
struggle for the most favorable conditions of production and marketing of
goods as well as for great profits.

Competition can be differentiated:

* by scale — individual, local, sectoral, inter-sectoral, national, global;

* by nature: perfect and imperfect.

There is also monopoly on production with no competition and oligopoly
when several manufacturers coexist without competition.

Competitiveness — ability of a particular object or entity to outperform
competitors under certain conditions. It is divided into:

— product competitiveness;

— competitiveness of producers (corporations or firms);
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— sectoral competitiveness;
— competitiveness of countries and regions.

M. Porter made a significant contribution to the
theory of international competition.
M. Porter formulated the main factors of competitive
advantages (known as "M. Porter's Diamond") and also

defined the stages of competitiveness development
Michael Porter (Fig. 3.11. and 3.12).
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Fig. 3.11. M. Porter’s diamond of competitive advantages

Using competitive advantages in factors of production

Using competitive advantages in investments

|

Using competitive advantages in innovations

!

Using accumulated wealth in competitiveness

Fig. 3.12. Stages of competitiveness development
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Global Competitiveness Index (GCI) is used in international analytical
surveys to assess the ability of countries to ensure the well-being of their citizens.

GCI consists of 12 supplements: "Institutional Quality", "Infrastructure",
"Macroeconomic Stability", "Health and Primary Education", "Higher Education
and Training", "Product and Service Market Efficiency", "Labor Market
Efficiency", "Financial Market Maturity”, "Technological Level", "Internal
Market Size", "Competitiveness of Companies", "Innovative Potential".

GCI depends on how effectively the country uses its resources.

The main ways to increase competitiveness are:

1. Innovation to increase productivity, improve the quality of goods,
reduce their cost.

2. Improvement of the labor system organization.

3. Improvement of the territorial organization of production (due to the
synergy effect) based on creation of:

e Territorial-production complexes with specialized production cycles
(SPC).

* Economic clusters.

3.7. Forms of territorial organization
of productive forces

There are several forms of territorial organization of productive forces
that increase productivity in competitive conditions. A significant contribution
to their development was made by the Soviet economist
and geographer M.M. Kolosovsky and American
economist M. Porter.

M.M. Kolosovsky is the founder of the theory of
territorial-production complexes, which he developed in
the 1930s. According to his definition, a territorial-
production complex (TPC) is an economically holistic
and interdependent association of manufacturing
facilities of different industries that have emerged and
are developing on a certain territory.

The core of a TPC is the specialized production v 11(\/[{’1(013 X
1 PC) — ; ykolayovyc
cycle (SPC) — a complex of technologically related Kolosevsky

manufacturing facilities of different industries that are
formed around the leading production based on a particular type of raw
material and energy. There are specialized production cycles in metallurgical,
machine-building, chemical, light industries and others.

The SPC usually includes the main, complementary and ancillary
productions (Fig. 3.13).
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Finished goods

Links /

gimedig

Fig. 3.13. Trunk (main), complementary and auxiliary production of SPC
in meat processing industry

Separately from M.M. Kolosovsky, an American scientist, M. Porter,
developed his own doctrine of the territorial organization of production as
ameans of struggle for competitiveness. He offers clusters — economic,
industrial and others — as a form of territorial organization of production.

According to M. Porter, a cluster is a netgroup of geographically close,
interconnected companies and cooperating organizations that work together in
a particular type of business and whose characteristics are a common vector of
business and complementarity.

Some clusters consist mainly of small and medium-sized enterprises.
Others are formed by merging small and medium-sized firms into a technology
chain in the form of "development blocks" around large corporations.

Amalgamation (geographical, technological) allows each participant to
benefit from synergy, that is, from the effect that arises in the process of
consolidation of production

By their nature, the clusters of M. Porter are close to the TPCs of
M.M. Kolosovsky. But Kolosovsky’s TPCs meet the conditions of the planned
system of enterprise management, and M. Porter’s — conditions of the market
system.
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Both M.M. Kolosovsky’s TPCs and M. Porter's clusters can become bases
for industrial units, industrial parks and other forms of territorial organization
of production, which increase its efficiency and competitiveness.

3.8. "Poles of Growth"

"Poles of growth" (poles of development) is the main notion of the
theoretical concept which maintains that development of production in market
conditions is not uniform in all industries, and it is always possible to distinguish
the most developing ones. These are so-called propulsive
industries that stimulate development of the entire
economy and are "poles of development". Production
concentration provides that propulsive industries must be
located in a specific place (region) — "growth center". The (RS
theory was developed by a French economist Frangois T b
Perroux (1950), and its territorial version — by a French @_ X
economic geographer Jacques Boudeville. r N

According to F. Perroux, a pole of growth is ‘ -
a compact, dynamically developing industry that
stimulates continuous emergence and growth of industrial
centers in a particular territory (the so-called hinterland).

F. Perroux reasoned the classification of industries based on the trends
of their development, distinguishing industries which:

— are slowly developing (textile, coal, shipbuilding, etc.);

— are developing, but do not have a significant impact on the development
of other industries (production of consumer goods);

—propulsive and fast growing industries that involve others in the
development process (machine-tool industry, etc.).

The location of the complex of dynamically developing core industries was
called by F. Perroux the geographically agglomerated pole of development. He
developed a model of interaction between the pole and the environment. The key
industry in the model is the one, which provides maximum development.
Substantiating the interrelations of the core industries, F. Perroux introduced the
concept of "complex of industries", which is analogous to the term "territorial-
industrial complex", introduced into science and territorial planning, and
substantiated by a Russian economic geographer M. M. Kolosovsky in the 1930s.

Another French scientist and economic geographer J. Boudeville, argued
that specific territories (inhabited areas) can be considered as "growth centers"
that serve as sources of innovation in the economy of a region or country.
Accordingly, a regional "growth center", which is a set of expanding industries,
i1s capable of stimulating further economic activity throughout its area of

Francois Perroux



36 | A.P. Holikov, N.A. Kazakova, 1.Y. Frolova, A.S. Sholom

influence. In the future, this served as a theoretical justification for the forms of

territorial integration of production, science, education — technopolises and
tech-parks (Fig. 3.14).

Technological park Technopolis Business incubator
(Tech-park) An economic activity zone An organization
A territory which hosts including universities, whose activities
scientific, design and research centers, tech-parks, are related to the

a business incubator,

producthn units with industrial and er)dusjthl.’l of
Well-equ}pped other businesses, scientific ideas and
informational whose acivities are know-how

and experimental base based on the results of (usually integrated
and high concentration of scientific and technological into a tech-park or
skilled personnel. research. technopolis)

Fig. 3.14. Forms of territorial integration of production, science, education

"Poles (centers) of growth" are, for example, the Silicon Valley in the US,
Bangalore in India, which have become sites of intensive development of
computer technology. Grenoble in France (where the Olympic Winter Games
were once held and the infrastructure that remained) became a site of modern
microprocessor production, etc.

3.9. Free (special) economic areas
and offshore centers

A free (special) economic area (FEA) is a limited area, which establishes
customs, tax, financial, organizational and legal and other kinds of business
environment, which promotes economic revitalization and integration into the
world economy.

There are many reasons and goals behind the creation of FEAs:
* In industrialized countries — to revive economy in depressed areas (business
entrepreneurs who work in such areas are granted certain benefits).
* In economically underdeveloped countries — to attract investment in order to
stimulate economic development.
The main tasks in creation of FEAs are:
1. attracting foreign capital;
2. stimulating exports and increasing the country's incomes;
3. rationalization of imports (import substitution);
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4. stimulating technical development and changing the structure of production;
5. employment growth and training of skilled specialists;
6. study of new methods of management, etc.

In the world economy the total volume of commodities exports from FEAs
amounts to tens of billions of US dollars annually, and the total number of
employees (taking into account special areas in China) — tens of millions of people.
FEAs account for about 20% of world trade.

FEAs can be categorized into the following types:

1) Free trade zones, free ports, duty free warehouses, etc. based on softened
customs requirements;

2) Export industrial zones based on preferential customs and tax regimes
(including for foreign capital);

3) banking and insurance zones based on preferential banking and insurance;

4) technological zones (technopoles) based on granting privileges in
development and application of modern technologies;

5) complex zones (free cities, special zones) — set tasks and use elements of
different FEAs.

A distinctive feature of the FEA may be isolation from the rest of the
country (movement of people through checkpoints and movement of goods
through customs).

Initially, free economic areas were mainly established in developed
countries. In the 1980s, there were about 600 of them there. Later, FEAs
became widely spread in "new industrial countries" (NIC), some Southeast
Asian countries and other regions of the world.

Free (special) economic areas became particularly popular in China where
they were first created in 1970 based on experience of other Asian countries. The
use of investments from so-called "Huatsiao" (ethnic Chinese living abroad)
appeared to be a success. It was them who invested up to 75-80 % in the
development of free economic areas during the first years. In the early 2000s, the
number of FEAs of various types exceeded 180. Their foreign trade turnover
amounted to many tens of billions of dollars, and the share of exports and imports
of the country increased steadily. The FEAs hosted many thousands of
jointventures. Although all FEAs are usually classified as complex rather than
specialized, there are still differences between them. Thus, the specialization of the
Shenzhen FEA (the largest) is industrial, Shantou FEA — agro-industrial, Xiamen
FEA — industrial and touristic, Zhuhai FEA — predominantly touristic. One can say
that China's economic reforms combined with the successful use of FEAs, have
ensured a modern "Chinese economic miracle" in the country.

To some extent, offshore zones can be considered free economic areas.
Offshore zone is a country or territory with attractively low or zero tax rates on
all or certain categories of income for foreign companies.
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Simplified registration and management procedures, more lenient

financial reporting requirements. All these contribute to high economic activity
in the offshore zone and the increased profit of companies.

For most island countries lacking natural resources, offshore zones are the

main and sometimes the only way to generate income (Table 3.5).

Table 3.5.
Off-shore countries and territories

Off-shore countries and territories Location

Andorra, Gibraltar, Monaco, Liechtenstein, Isles | Europe
of Man and Jersey

Anguilla, Aruba, Bahamas, Barbados, Bermuda, | Atlantic Caribbean
Grenada, Trinidad and Tobago, Cayman Islands

Vanuatu, Marshall Islands, N. Zealand Oceania, N. Zealand
Mauritius, Seychelles Indian ocean

Costa Rica, Panama Central America
Cyprus, Singapore, Brunei Asia

NN AEWDN
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10.
11.
12.

13.
14.
15.
16.

Comprehension questions on topic 3

Factors of production. Definitions. Classical and neoclassical factors of
production.
Determining the price of factors of production.
Classification of factors of production.
Economic potential, its components.
The environment in terms of natural science, ecology and economy.
Natural conditions and natural resources. Their use in business activities.
Indices of provision of territories and population of world countries with
natural resources: comparative analysis. Ukraine's place among the
countries of the world according to these indicators.
Natural resource potential (NRP) and its components.
Water-resource potential of the world economy. Availability of water
resources in world countries.

Recreational potential.

The crop-growing potential of the world economy. Its structure.\
World forest resources. Countries with the largest forest floor in the
northern and southern forest belts.
Faunistic natural resource potential and its use.
Mineral resource potential and its components.
Countries with the largest reserves of oil, natural gas, and coal.
Countries with the largest reserves of iron and manganese ore.
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17.
18.
19.
20.
21.

22.
23.

24.
25.
26.

27.

28.
29.
30.
31.
32.
33.
34.

35.
36.

37.
38.

Countries with the largest reserves of bauxite, copper and tin ore.

A formula characterizing the country's mineral resources. Its components.
Alternative energy sources: status and prospects of use.

Economic development and economic growth.

Concepts of economic development components: technological
component, institutional component, macroeconomic component.
International system of national accounts and their main indicators.
Gross domestic product (GDP) and methods for calculating it. GDP and
GNP — what's the difference?

National income.

GDP — nominal, GDP — real, GDP —based on purchasing power parity.
Gross value added (GVA) and mechanism of its calculation (make
a matrix).

Quality of life and methodology for its assessment based on the Human
Development Index (HDI). Components of the formula used for
calculating HDI.

Geographic variation in the quality of life of the world's population
(based on comparison of HDISs).

Competition: definitions and its classification by scale and nature.
Development stages of competitiveness of national economies.

The Global Competitiveness Index (GCI) and its geographical
disparities across national economies.

Ways to increase competitiveness by improving the territorial
organization of production.

Territorial production complex, M.M. Kolosovsky’s specialized
production cycle and M. Porter's economic clusters.

"Poles of growth" by F. Perroux. Their essence and importance for the
rise of economies of countries and regions.

Forms of territorial integration of production, science, education.

Free (special) economic area (FEA). Definitions. The reasons for their
creation in industrialized and underdeveloped countries.

Types of FEA.

Offshore zones. Offshore countries and territories.



TOPIC 4

WORLD ECONOMIC SYSTEM AND
WORLD ECONOMY

4.1. World Economic System

The world economic system consists of countries and territories tied
economically.

The world economic system has its structure, which includes: basic
elements in the form of scientific and technical sphere, industrial and
investment sphere, monetary and financial sphere and the world market; entities
in the form of international economic organizations, integration entities, states,
as well as enterprises, firms, transnational corporations. The world economic
system operates on the following structural levels: global, regional,
international, and the level of companies (Fig. 4.1).

Basic elements Subjects Structural
levels

Global

Regional

International

Companies
(micro-level)

According to A. S. Philipenko

Fig. 4.1. Structure of the world economic system

The most important part of the world economic system is the world
economy.
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4.2. World economy,
its sectors and development cycles

The world economy is a global economic organism, consisting of national
economies linked to each other by the system of international geographical
division of labor, as well as economic and political relations based on the laws
of market economy.

There are two components of the world economy subsystem, which
perform certain functions:

* a complex of national economies;
» a complex of international economic relations.

WE:Z":NE+i1ER :Zn:i(NE+IER)
1 1

i=1 j=1

WE — world economy,
NE — national economies,
[ER — International Economic Relations

The world economy has an industry structure. At the same time, in
foreign practice, it is also divided into sectors based on types of activity:
primary (consisting of industries engaged in the collection or extraction of
materials provided by nature), secondary (consisting of industries that transform
materials provided by the primary manufacturer into finished products), tertiary
(industrial infrastructure), quaternary (social infrastructure). (Table 4.1).

Table 4.1
Sectors of World Economy
Sectors Industries
Primary sector Agriculture, forestry, mining, harvesting of wild fruits
of economy and herbs, hunting, fishing, aquaculture.
Secondary sector Processing industry, industrial and civil construction,
of economy power engineering.
Tertiary sector Transport, trade, catering, household services, private
of economy services.
Quaternary sector Management, education, science, culture, health, safety.
of economy

Usually, to analyze the dynamics of production both in international and
national economies, it (the production) is divided into three sectors: industrial
(industrial sectors and construction); agrarian (agriculture); infrastructure or
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service sector (transport, trade, financial activities, science, education, etc.).
This approach enables to trace the structural dynamics of economic
development, both globally and in individual countries, as well as to make
comparative analysis as for time and space.

The current share of these sectors of the world economy in terms of GDP
production and employment is shown in Figs. 4.2.

In the course of its development, the world economy undergoes
significant changes in the relations among the industrial, agrarian and service
sectors. The share of the industrial and agrarian sectors is decreasing and the
service sector is growing accordingly.

Global economy

Industrial sector

32 % GDP

20 % economically Agrarian sector
active population

8 % GDP
40 % economically
active population

Infrastructural sector

60 % GDP
40% economically active
population

Fig. 4.2. Share of industrial-, agrarian-, and infrastructural sectors
of the world economy in terms of GDP production and employment

During its existence, the world economy has undergone complex
evolutionary changes, including certain periods of technological waves. The
main characteristics of technological structures periods are differences in
the environment of the leading countries, use of energy sources, structural

materials, production technologies, dominant industries, and others.
(Table 4.2).
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Table 4.2
Technological structure of the world economy
Technological | Time Leading Dominant technologies
structure period countries
I 1770-1830 | Belgium, Great | Water engine, iron smelting,
Britain, France, | working of iron, canal
Russia construction
II 1840-1880 | Great  Britain, | Steam engine, coal industry,

USA, Germany | mechanical engineering, ferrous
metallurgy, machine tools

I11 1890-1940 | France, @ USA, | Electric motor, electrical and
UK, Germany heavy mechanical engineering,
steel production, morganic
chemistry, shipbuilding,
transmission lines,

standardization
v 1940-1990 | USA, USSR, | Nuclear power, non -ferrous
European metallurgy, organic chemistry,

countries, Japan | synthetic materials, electronics,
car industry

Vv 1990-2030 | USA, Japan, EU, | Computing, telecommunications,
(forecast) | PRC, Southeast | robotics, micro and fiber optics,
Asian countries. | space technology, artificial
intelligence, biotechnology

Many scientists have proven that the global economy is developing
cyclically. The world's first fundamental work on crisis theory and anti-cyclical/
anti-crisis policy appeared in 1894. This work named "Industrial crises in modern
England, their causes and immediate effects on national life" was written by
a prominent Ukrainian economist M. Tuhan-Baranovsky. He first developed the
doctrine of cyclicality of the systemic economic dynamics
tied to the frequency of industrial crises, and also showed
the way crises emerge, but also the way to overcome
them through activation of investment and social policies.
Cyclicality in the development of the world economy was
considered in the works of C. Schumpeter, S. Kuznets,
J. Tinbergen and other well-known scientists.

There are periods when the world economy is
booming (booms), followed by periods of recession,
depression and recovery. According to M. Kondratiev, = Mykola Dmytrovych
cycles can last from 40 to 60 years (Fig. 4.3). Kondratiyev
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Fig. 4.3. Development

cycle of the world economy

Certainly, scientific and technological progress, globalization, regional
economic integration and other world economic processes make certain
adjustments in the cycles of modern development of the world economy, changing
the time-limits of prosperity, recession, depression, recovery and their mening.

4.3. Global agroindustrial complex

The agroindustrial complex (AIC) is a multi-sectoral production system in
which a particular industry performs its specific function. AIC is an integral
part of the global economy, combining three major industries:

o Logistics support service of agricultural production.
e Production of agricultural products.

e Processing of agricultural products (Fig. 4.4). Each field of
agroindustrial complex is sometimes assigned the relevant fields of

science and train

ing

Agroindustrial complex

e e

1st sphere:
agricultural engineering;
manufacturing machines
for the food industry;
agrochemistry (fertilizer
production and
microbiological
industry); feed industry;
system of logistical
maintenance of
agriculture

2nd sphere:
plant growing,
animal
husbandry,
fishing

3rd sphere:
processing industry;
refrigeration equipment,
food industry; cold storage,
warehouse, specialized
transport; trade and other
enterprises and
organizations engaged in
bringing the final product to
the consumer, including
wholesale markets, retail
and catering, markets

Fig. 4.4. The structure of the agro-industrial complex (AIC)
in terms of its component spheres
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Poor developing countries have little or no AICs. In contrast, highly

developed countries have very powerful agribusinesses that employ up to 20 %
of the workforce, capable of producing 18-20 % of GDP.

Noteworthy is the ratio among the components of the agro-industrial

complexes of highly developed countries: 3:1:6. So, the smallest share (1)
1s agricultural production itself. (In the US, for example, it covers about 2 %
of GDP with 2.5 % of the population employed in it, while the whole AIC
produces 18 % of the country's GDP).

~ o

9.

Comprehension questions on topic 4

Definition of the concept world economic system. Its structural elements
and subjects.

Definition of the concept world economy. Two main components of the
world economy and their mathematical expression.

Sectors of the world economy, their branch composition.

The share of industrial, agrarian and infrastructure sectors of the world
economy in terms of GDP production and employment.

Technological structures of the world economy: periods, leading
countries, prevailing technologies.

M.D. Kondratyev’s development cycles of the world economy.

World agro-industrial complex and its spheres.

Types of production belonging to the Ist sphere of agroindustrial
complex.

Types of production belonging to the 3rd sphere of agroindustrial
complex.

10. Ratio of agro-industrial complexes in highly developed countries.



TOPIC 5

WORLD ECONOMIC PROCESSES

5.1. General provisions on the development
of world economic processes

The process, (lat. prossesus — moving forward), means the course of
a phenomenon, which includes changes of its state, development stages, and so
on. Speaking of world economy processes, we can assume that the process is
a sequence of economic phenomena occurring in the modern world economy
and in the relations among its subjects — national economies of the world.

At the heart of world economic processes are the components of geo-
economic development of human society, which include the following stages
(Fig. 5.1).

Development of .| Geographical division of
productive forces B labor
International economic International Globalization
cooperation with economic of the world
internationalization of economic | * | integration | economy
activity

Fig. 5.1. Stages of geo-economic development

The components of geo-economic development include a wide range of
world economic processes — geographical division of labor, international
economic relations, which include international trade, internationalization
of economic activity, globalization, economic integration, as well as
regionalization, transnationalization, cross-border cooperation, etc.

5.2. Geographical division of labor

The geographical division of labor (GDL) is a steady production of goods
and services in individual countries and regions which is targeted at the external
market rather than the domestic needs. GDL can occure among countries
(international division of labor) or within a country (interregional division of
labor). (Fig. 5.2).
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The main forms of GDL are
specialization and cooperation. IGE PR SI
International specialization 1s
production of certain types or Interregional division of labor
components of products.
There are: NE v MP

Subject specialization, constituent
part  specialization,  technological
specialization (assembly, painting, etc.)

International  co-operation is

RA A L

Intemational division of labor

atable industrial connection among I TE E

independent enterprises both

domestically and internationally Fig. 5.2. System of geographical
Specialization is carried out on division of labor

the basis of economic and geographical
law of territorial differentiation of productive forces, which determines the choice
of economically advantageous concentration levels of economic activity for
economically developed territories (countries, regions, residential areas). The
choice is based on availability and combination of natural conditions and
resources, as well as socio-economic factors.

The coefficient of specialization (localization) is calculated by the formula:

<lIs

Csngz

Csp. - coefficient of specialization

p — production output of the country's industry

P - country's total output

v - production output of this industry of the world economy

V - world economy’s total output

With Ksp. > 1, specialization is available. With Ksp. < 1, specialization
is not available.

The dialectical nature of GDL is in unification of division and unification
of production processes.

The economic nature of GDL provides for obtaining economic benefits
by its participants at the expense of the difference between the international and
national value of exported goods and services. The other way is saving internal
costs by refusing to produce goods that are cheaper to import (according
to the theories of absolute and comparative advantages of A. Smith and
D. Ricardo).
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5.3. International Economic Relations

International Economic Relations (IER) is part of international relations,
which is a system of economic relations arising between subjects of national
economies on the basis of international division of labor and factors of
production.

IER emerged before the world economy and had a form of trade relations
among countries of certain regions. With the development of the world
economy they have become global and now include 2 components (Fig. 5.3).

International Economic
Relations

— -

Mechanism of IER implementation:
- legal rules

Economic relations

among counries - implementation tools (international

agreements, codes, rules, etc.).

Fig. 5.3. Two main components of IER

International economic relations have the following forms:
* international trade;
* international scientific and technical relations;
 international investment activity;
* international specialization and cooperation;
* international monetary and financial relations;
* activities of international economic and financial organizations.

5.4. International Trade

International trade which accounts for 80 % of all the international
economic relations constitutes the principal IER component.

International trade as part of IER is described as money-to-goods
exchange in the framework of sale and purchase relations among the agents of
international economy. It is further subdivided into commodity trade which
accounts for about 80 % of the total foreign trade turnover and service trade
which reaches over 20 %°. Meanwhile, the share of service trade tends to grow.

2 ¢. f.: the service share in the world GDP reaches 60 %.
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International trade resulted from the geographical labor division and
represents the fundamental connection between manufacturers of various
countries based on the supply and demand balance.

The overall international trade equilibrium is shown as a standard model
for international trade which allows for tracing the connection between the
demand and supply in the country and its foreign counterparts. It demonstrates
the number of imported goods the country needs to export its own goods
(Table 5.1)

Table 5.1

Matrix of the Standard Model for International Trade

Where to COUNTRIES
Vet 1 2 3 .. Zx
from
C 1 %11 ¥ X3 o X
O
U 2 Xo) X2 X123 e 2n
N » ]
T - Y3 *32 %3 " X
R
I
E ZX Xml XmZ Xm3 e Xmu
5

Within the matrix, x, is domestic production and consumption in country I,
x,, and x , show exports to countries 2 and 3. Instead, country 1 imports goods
from countries 2 and 3 for the same total value ( x,, x,,

For the equilibrium in the trade balance to be maintained, import
expenses of a country must equal its profit from exports.

Foreign trade balance i1s defined as an economic parameter describing the
scope of foreign trade of a single country, a group of countries or an
administrative territory (region) over a certain period of time: month, quarter,
year, etc.

Taking foreign trade as B, export as E and import as I, the foreign trade
turnover formula is as follows:

B=E+1

The top five economic agents — EU, USA, PRC, Germany, Japan and
France — are known for the highest foreign trade volumes.
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Assuming the foreign trade balance is denoted by letter B, its formula
is as follows:

B=E—-1I

The foreign trade balance can be positive or negative but is rarely reduced
to zero. Consequently, the terms of trade surplus and trade deficit emerged.

The trade deficit refers to unfavorable trade balance of a country. In
contrast, the trade surplus describes a favorable trade balance.

The modern world trade policy is marked by the development and
confrontation of two major tendencies, protectionism and liberalization
(Fig. 5.4).

Tendencies of the modern trade

policies

Protectionism refers to Liberalization is a
a state policy aimed at policy which provides

protecting the domestic for minimum state
market from foreign interference in foreign

competition through tariff trade whose

and non-tariff instruments development is based
applied at the customs on free market forces
border. of demand and supply.

Fig. 5.4. Tendencies in the foreign trade policies
of the countries around the world

International trade is based on the specific rules and principles developed
by various countries worldwide. Their foundation was laid in 1947 in the
General Agreement on Tariffs and Trade (GATT) which eventually resulted in
creation of the World Trade Organization (WTO) in 1995.

Unlike GATT, the WTO regulates both trade in goods and services. Its
guiding principle is fostering foreign trade liberalization.

The WTO is the only legal and institutional organization in the world
trade system.

The vast majority of modern countries have acceded to the WTO.

Trade in finished goods accounts for the greatest share of trade in goods.
(Fig. 5.5)
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Trade in services includes
transport, communication,
finance, insurance, information,
tourism, education, etc’. The
top two sectors are tourism
(32 %) and transport (23 %).
Among other services which
account for 45% of trade,
business services prevail. They
tend to be dynamic.

The world market of
goods and services emerged as
a system of exchange of goods and services among countries based on the
international labor division and monetary, credit and financial relations. The
world market covers all the national markets of the countries around the world
interconnected through foreign trade. From the functional perspective, it is both
a field and a result of efforts made by the workforce, input of capital, natural
and other resources.

The world market is described through its product-related and
geographical segments.

The product-related segment of the world market is represented by three
main forms of product markets (Fig. 5.6).

m Primary sector
products
Agrarian sector
products

70%;

Finished products

Fig. 5.5. Structure of trade in goods

Types of product markets

e

Auctions represent
a form of trade
which functions
periodically and is
targeted at selling
real goods with
specific properties.

Tender i1s a form of
trade in machines
and equipment
through conclusion
of contracts of sale
and purchase.

Commodity
exchange 1s

a continuously
functioning
wholesale market
of raw materials.

Fig. 5.6. Principal forms of product markets within the foreign trade structure

The geographical segment characterizes the market from the point of
view of special coverage, 1. e. participation of various countries in the
marketplace with their own products.

3 Under the UN classification, international services fall into 160 types.
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5.5. International economic cooperation
and internationalization of economic activity

Nowadays, international economic cooperation in trade, science and
technology, investment and industry, credit and finance has reached a level
which reflects internationalization of economic activity.

Internationalization of economic activity is a process which involves the
following:

1. international economic cooperation on the basis of strengthening
interconnections and interdependence of world economies;

2. ever-growing influence of international economic relations on the
national economies;

3. active participation of various countries in the world economy.

A new stage, the economy internationalization is entering into, is
transnationalization associated with an increasing role and importance of
transnational corporations (TNCs) in the world economy.

Transnationalization provides for a growing impact of external factors on
the development of every country and accumulation of transnational capital.
It is manifested in two ways, qualitative and quantitative.

Qualitatively, transnationalization is reflected in domestic corporate
international markets. Nowadays, they prevail in the world flows of goods,
services, capital and labor which produces a significant influence on the entire
system of international economic relations.

Quantitatively, transnationalization is manifested in the growing number
of TNCs and expansion of their activities. In certain cases, the scope of their
operation in terms of capital flow exceeds the national budgets of individual
countries, which leaves its imprint on both the domestic and foreign policies
of such countries.

Intemational corporations

/\’

Transnational corporations (TNCs) Multinational corporations (MNCs)
are national corporations with are international corporations

foreign assets. Business in other bringing together national companies

countries is run through investments of several countries on the basis of
in subsidiaries and companies. therr industnal, scientific and

technical activities (Swiss and
Swedish ABB Corporation, English

and Dutch "Royal Dutch/Shell”).

Fig. 5.7. Types of international corporations
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On the one hand, international corporations result from an increasing
concentration of production, on the other, they cause it as well as become the
driving force of internationalization. The corporations fall into two types —
transnational and multinational ones (Fig. 5.7).

5.6. Globalization

Globalization refers to geographical distribution of international
economic activities, as well as social, cultural and other phenomena which
function on a global scale. It is one of characteristic features pertaining to the
modern world economy, which can be described as strengthened
interdependence and interplay of various areas and processes in the scope of the
world economy, which is reflected in gradual transformation of the world
economy into a single market of goods, services, capital, labor and knowledge.

Globalization and internationalization of economy entail regionalization
and economic integration.

Regionalization is synonymic to subdivision into districts, 1.e. spatial or
spatial and temporal differentiation of territories, namely regions and districts.
It can fall into 3 levels: macro-level — individual macro-regions of the world
(subregions), meso-level — regions of a country (territories, provinces,
voivodeships, etc.), micro-level — territories (districts, depatmiets, gminas, etc.)
within individual regions.

The term of "region" can acquire several meanings.

For the purposes of spatial analysis, "region" (from Latin — Regio
(regionis) — an area, circuit) is part of the territory with specific natural, climatic
and economic conditions as well as characteristic development of productive
forces, taking account of demographic, historical, social features as based
on the laws of the national and regional economy which results in the
establishment of regional economic relations".

From the economic point of view, regions, as administrative territories
of a state, are part of its national economic complex and play a significant role
in its economic development. The abovementioned function of the region
1s fulfilled through the state budget.

Proceeding from their contributions to the state budget, regions can be
divided into donating and subsidized ones.

Donating regions are communities which contribute to the state budget
more funds than they receive. The difference is used by the Center for further
partial redistribution of funds to subsidized regions.

* According to the Law of Ukraine "On Stimulation of Regional Development”, Autonomous
Republic of Crimea, regions, the cities of Kyiv and Sevastopol are considered to such
territories.
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A subsidized region is a community which contributes to the state budget
less funds than it receives (due to financial, material and technological input
from the Center).

On an international scale, regionalization represents the development and
enhancement of economic, political and other connections between states,
regions and other territorial entities, which are part of a single territory
characterized by geographical integrity due to subregional integration entities.

Regionalization leads to the foundation of integrated regional unions
joining several states.

Regional development and inter-regional economic relations are closely
linked to cross-border cooperation at the meso-level.

Cross-border cooperation (CBC) is one of essential ingredients in the
international relations which takes the form of existing or potential economic
and humanitarian relations between the administrative territories of a state, its
individuals, legal entities and their counterparts from other states within their
competence under the law of the respective states.

In practice, CBC represents a complex of forms and tools for interaction
between partners who cooperate in industry, agriculture, transport and
communications, recreation and environmental protection, who are involved
in trade, become investors and recipients of capital, as well as engage in other
mutually beneficial social and economic partnerships in the areas on the
border. Cross-border cooperation is mainly manifested in the creation of
euro-regions.

Euro-region is a form of cross-border cooperation leading to inter-
regional integration, on the other hand, it is an instrument of aligning and
raising the levels of social and economic development in the regions. As a tool,
the euro-region can serve as a '"connecting channel" through which goods,
services, people and capital flow from one region to another.

From the theoretical perspective, the herald of the euro-region
establishment was a famous French geographer, Paul Vidal de la Blache. As
early as in 1917, in his geopolitical work "Eastern France", dedicated to the
territorial allegiance of Alsace and Lorraine, he introduced the idea of turning
the border areas into a zone of cooperation between France and Germany.
It was in Europe that this idea was implemented 40 years later in the form of
cross-border associations which became known as euro-regions after the first
such union, "Euregio", emerged at the border between Germany and the
Netherlands in 1958.

Currently, euro-regions are functioning along the main axes (bands) of
cross-border cooperation:

— the North-Mediterranean Sea, which runs along the border of Germany,
the Netherlands, Belgium, Luxembourg, France, Switzerland and Italy;
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— the Baltic and Adriatic Sea, extending along the border of Western
European countries (Germany, Austria, Italy) and the post-socialist states of
Eastern Europe (Poland, Czech Republic, Slovakia, Hungary, Slovenia);

— the Baltic and Black Sea covering the area along the western border of the
former USSR, running through Kaliningrad region of the Russian Federation,
Poland, Lithuania, Belarus, Ukraine, Slovakia, Hungary, Romania and Moldova.

Euro-regions are formed along the entire border of Ukraine connecting
it to the neighboring countries.

5.7. International economic integration

The term of international economic integration refers to closer bonds
between and mutual adjustment of national economies, their involvement in
a single reproductive process of a regional scale.

It is concerned with closer economic cooperation between countries
located in the same geographical region on the basis of the international labor
division between individual national economies, their interaction at different
levels and in a variety of forms through the development of profound
sustainable relations.

According to the economic integration theory, the success of the process
relies on the following:

First of all, integration is a viable solution for the countries with relatively
equal levels of social and economic development (otherwise, there is a threat of
absorption of national economies by other countries).

Secondly, there are significant differences in the specialization of national
economies relevant for the creation of a single economic complex within an
integrated regional unity for mutual benefit.

Thirdly, countries belonging to the aforementioned integrated regional
unities must hold a considerable share of domestic regional trade.

Regional economic integration can take a variety of forms, depending on
the level of its development (Table 5.2).

Economic integration leading to the establishment of integrated regional
entities currently constitutes a global trend. It fosters a more comprehensive and
rational use of the national economic potential pertaining to the integrating
countries, increases competitiveness of their economic complexes through
synergy, raises the level of social and economic development and the welfare of
the people. Around the world, there are dozens of macro-regional entities at
different levels of integration. The most significant ones include EU, EurAsEc,
NAFTA, MERCOSUR, ASEAN (Table 5.3).
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Table 5.2
Forms and levels of economic regional integration
Forms of Lifting | Common Free Harmonizatio Unification of
integration tariffs external circulation | n of economic policies,
and tarifft | of production policies establishment of
quotas factors political institutions
Free trade <
area
Customs
Union * x
Common
market (CM) * * *
European
: X X X X
Union
Full
economic X X X X X
integration
Table 5.3.
The largest integrated regional entities
Unity Part of the world and the countries Level of
integration
European Union Europe — 28 countries Economic Union
Eurasian Economic | Eurasia — Russian Federation, Belarus, | Economic Union
Community (EurAsEc) Kazakhstan
NAFTA North America — Canada, USA, Mexico | Free trade area
MERCOSUR  (Mercado | South America — Argentina, Brazil, | Common market
Comun del Sur). Uruguay, Paraguay, Venezuela +
Associates: Chile, Bolivia, Colombia,
Peru, Ecuador
ASEAN (Association of | Philippines, Malaysia, Singapore, Free trade area
Southeast Asian Nations) Indonesia, Thailand, Brunei, Vietnam,
Cambodia, Laos, Myanmar

The European countries have made the greatest progress in terms of regional
economic integration. It was here that the European Union was founded on
November 1, 1993 on the basis of the Treaty on the European Union signed in
Maastricht (the Netherlands) between the European Community members on
7 February 1992. Currently, the Union includes 28 countries whose integration
provides for economic policy harmonization among all the member states.

In June 1993, the criteria for EU membership for the countries of Central
and Eastern Europe were coined at the Copenhagen meeting of the European
Council.
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They are as follows:

1) stability of institutions which ensure democracy, the rule of law,
human rights, observance and protection of minority rights (the so-called
political criterion);

2) functioning market economy, as well as the ability to deal with competitive
pressure and the impact of market forces in the EU (economic criterion);

3) ability to take up commitments deriving from membership, including the
pursuit of political, economic and monetary goals through bringing the national
legislation in conformity with the acquis communautaire (legal criterion).

The list of criteria above i1s not exhaustive since there is also a criterion
related to the EU ability to admit a new member, as well as a geographical
criterion as only a "European country" can accede to the EU.

5.8. Urbanisation and agglomeration
of the world economy

Globalization and related regionalization processes have caused significant
transformations in the world economy of today. This promoted the role and
enhanced significance of the spatial
economic studies in economics and
international relations.

The main contributors to the
establishment and development of the
spatial economics are Nobel laureates
Vasily Leontiev, Paul Krugman, as
well as the father of regional science
e and regional analysis Walter Izard
Vasily Leontiev Walter Izard
The spatial economics reflects the current concentration of reproductive processes
in certain centers ("nuclei") of the world economy. Such processes initiate
proliferation of the social and economic development stimuli throughout
the world.

According to P. Krugman, the concentration of reproductive processes in
certain world centers is caused by the following:

1. Large-scale production, on the one hand, and the attempts to reduce
transportation costs, on the other, drive population towards metropolitan cities.
2. An increasing population of the cities, i.e. urbanization, in its turn, stimulates
economic development and production growth, which completes the circle and
raises urban population leading to the emergence of new metropolitan cities.

Due to the above processes, in the recent decades, urbanization has assumed
worldwide proportions and has affected both developed and developing countries.
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In various corners of the world, the so-called conurbations are formed. The term
refers to extended urban areas, formed due to the merger of the neighboring cities
into a single metropolitan zone

Metropolitan city of Chi-Pitts in the US, 35 mln people

The Boswash metropolis in the northeast of the United States, covering
the area from Boston to Washington, constitutes 17 % of the population on
about 2% of the country’s territory. There are similar urbanized territories in
Japan, China, Mexico, Brazil, Europe, Russia, etc.

Urbanization and creation of regions for continuous urban development
encourages concentration of productive capacities, which leads to agglomeration
of the world economy. Consequently, the regions of the planet are divided into
high-tech areas (industrial metropolises) and less developed "periphery".

Comprehension questions on topic 5

[

Draw a chart of the geographical and economic development stages.

2. Define the term of international labor division. The main forms of the
international labor division.

3. Theoretical foundations and economic relevance of the international
labor division.

4. Formula for establishing national specialization in the geographical
labor division.

5. Define the term of international economic relations.
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6.

7.
8.
9.

10.
11.
12.
13.
14.

15.
16.
17.
18.
19.
20.
21.
22.
23.
24.

25.
26.

217.
28.
29.
30.

31.
32.

Describe two interrelated components of the international economic
relations.

List the main forms of international economic relations.

Share of foreign trade in the system of international economic relations.
Correlation between trade in goods and services in the world trade.
Standard model of foreign trade and its economic nature.

Formulas for trade turnover and trade balance.

Two major tendencies in the international trade. Their nature.

GATT and WTO as the regulating mechanisms of the world trade.
Structure of the world trade in terms of finished goods, products of the
primary industry, agricultural products

Forms of product markets in the foreign trade structure.

Product and location-related segments of foreign trade. Give examples.
Phenomena caused by the internationalization of economy.
Transnationalization, its qualitative and quantitative aspects.
Globalization: give a definition and describe the phenomenon.
Regionalization: definition.

Region: definition. Donating and subsidized regions.

Cross-border cooperation: nature and purpose.

.Euroregion as a form and tool of cross-border cooperation.

International economic integration: definition and economic nature.
Which processes in the countries’ development does it encourage?
Preconditions for successful regional economic integration.

Forms and levels of international regional economic integration. Draw
up a table.

27. What major regional economic entities do you know?

28. Maastricht Treaty and the Copenhagen criteria.

29. Nature of the Copenhagen criteria.

Spatial economy. Reasons for modern urbanization and concentration of
reproductive processes in certain parts of the world.

.Urbanization and agglomeration of the world economy.

The largest metropolitan cities of the planet.



TOPIC 6

CONCEPTS OF THE DEVELOPMENT OF THE WORLD ECONOMIC
SYSTEM AND INTERNATIONAL ECONOMIC RELATIONS

6.1. The concept of the world-systems

The concept of the world-systems, also known as world-system analysis,
was developed in the 1970s as a comprehensive interdisciplinary approach to
the studies in the world culture and development of the society. Novelty of this
concept lies in the fact that its creators examined and explored not individual
components of the world but the world as a single system, 1. e. basic units for
studying the society are represented by the world-
systems instead of separate states (as their elements).

One of the scientists who developed this
concept was the American sociologist and economist
I. Wallerstein.

In his scientific papers, 1. Wallerstein offers
several definitions of the fundamental concept of
world-systems. One of them describes the world-
system as "a social system with its own borders,
a specific structure, groups of agents, legitimization
and interaction rules. It can be considered as an
organism to the extent that it has a certain life cycle in the course of which
some properties of the system are changing while others remain the same”.

In terms of structure, the modern world-systems consist of the center,
semi-periphery and periphery (Fig. 6.1).

Immanuel Wallerstein

The "center" i1s represented by the
advanced countries with a high income
per capita — Western Europe, USA,
Canada, Japan, Australia, New Zealand.
UAE, Kuwait, Israel, "newly industrialized
countries of the world" such as the
Republic of Korea, Singapore, etc. are also
close to this group. "Semi-periphery"
includes countries with an average level of
social and economic development, namely
Greece, South Africa, Venezuela, Brazil
and other nations with a moderate income
per capita. This group also covers post-
Fig. 6.1. Structure of the world-systems ~ socialist countries — Poland, Hungary,

Periphery

Semi-periphery

Center
\,________/
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Czech Republic, Slovakia, Russia, Ukraine, etc. "Periphery” is formed by a large
number of developing countries with a low income per capita located in Africa,
Asia, America, in particular Chad, Somalia, Mozambique, Ethiopia, Tanzania,
Afghanistan, Bangladesh, Bolivia, Ecuador, Paraguay, etc.

According to 1. Wallerstein, the world-systems is similar to any other system in
that it 1s a fully functional organism with its own development cycle —
establishment, development and transformation. The current world-system has
already entered the final stage of its development (reached the bifurcation point), a
new world-system shall emerge after. It is impossible to say whether it will be
better or worse than the existing one, but the fact that the current system will be
replaced is beyond doubt, according to I. Wallerstein. This is caused by numerous
challenges (demographic, economic, environmental, political ones, etc.) the
humanity is facing and the contradictions among the countries of the "center", on
the one hand, and the "periphery" and "semi-periphery" countries, on the other.

6.2. Classification of countries depending on their social
and economic development

There are several classifications and typologies of the countries around the
world. The typology based on the UN methodology is the simplest one as it
proceeds from the world population income. According to this methodology,
all countries fall into three groups.

Group 1 — high-income countries (over $ 20,000 per person).

Group 2 — middle-income countries ($ 5-20,000 per person).

Group 3 — low-income countries (less than $ 5,000 per person).

The first group ("center") consists of the countries with the highest GDP
(GNP) per capita — $ 20—40 thousand and more and an income of over $ 15-20
thousand per person. They cover the United States, Canada, Japan, most of the
Western Europe countries.
These countries are considered
to be highly developed.

New members such as
United Arab Emirates, Israel,

Republic of Korea, Kuwait, u industry
seek to join the group of - \ " egruture
highly developed countries. » senice sector

GDP  structure in
highly developed countries is
dominated by the service
sector with a small share of Fig. 6.2. GDP structure in high-income
agriculture (Fig. 6.2). countries
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"G7", consisting of the USA, Japan, Canada, Germany, France, Great
Britain, Italy, holds a special place among the highly developed countries. G7
members are the world economy leaders who have achieved the highest labor
productivity and the greatest scientific and technological progress. These
countries account for over 80 % of the industrial output of all advanced
countries and about 50 % of the world industrial output. They provide 50 % of
all exported goods for the world market.

The second group ("semi-periphery") includes countries with average levels
of social and economic development. Their GDP ranges from $ 5,000 to $ 20,000
: per person. The income per
capita amounts to $ 3.5 to $ 10—
15 thousand. Such countries are
‘ g3 Greece, RSA, Venezuela,

= industry Brazil, Chile, Oman, Libya. A
= agiculture large group of former socialist
52% senceigacion countries such as the Czech
Republic, Slovakia, Poland,
13%

Hungary, the Baltic countries,
Russia, Ukraine also belong to

this group.
Fig. 6.3. GDP structure in middle-income A relatively high share of
countries industry in the GDP output is a

characteristic feature of the aforementioned group (Fig. 6.3).

The third group is constituted by over 60 countries. GDP per person
amounts to $ 500 to $ 3.5 thousand, while their income per capita ranges from
$ 365 to $§ 2500. India, China, Vietnam, Pakistan, Lebanon, Jordan, Bolivia,
Paraguay, Ecuador, etc. are part of this group.

This group includes 50 of the least developed countries of the world
where the annual GDP per capita is only $ 360—500. Generally, such countries are
described by a narrow, even monocultural economic structure, a significant
dependence on external sources of funding and a low purchasing power.

The share of literate adults does not exceed 20 %,; the value of the
manufacturing sector output amounts to no more than 10 % of the GDP.

The least developed countries of the world cover Chad, Somalia,
Mozambique, Ethiopia, Tanzania, Afghanistan, Bangladesh, etc.

A vast majority of these countries holds a relatively small share in the
GDP produced by the service sector and a large share of agricultural products
(Fig. 6.4).
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A clear interconnection
between the GDP structure,
employment of the population
and income per capita can

35%

® industry .
@ agriculture be traced. The hlgher the
senice sector employment in the service sector

and the lower the employment
in the agricultural and industrial
sectors are, the higher the
average income per capita will
Fig. 6.4. GDP structure in low-income countries  be and vice versa.

6.3. Concept of a new international
economic order

The periphery countries, most of which have a low income per capita,
face considerable development challenges.

1. Most of them take part in the internationalization of economy as
suppliers of raw materials and manufacturers of labor-intensive products (some
of them are suppliers of parts and components for sophisticated up-to-date
technologies), this provokes their dependence on the advanced nations.

2. Their income:

Firstly, it is smaller, secondly, such national economies are unstable as
they rely heavily on the world market conditions.

3. Their population has a low purchasing power while the domestic
market is rather small. Their specialization is monocultural in nature.

4. Most low-income countries are dependent on the center countries in terms
of the national debt which interferes with the development of their economies.

The contradictions between the periphery and center countries
predetermined the development of the New International Economic Order
(NIEO) concept adopted by the United Nations in 1974.

The concept ensured preferential conditions to be provided for the
developing countries to take part in international economic relations, it is also
aimed at assisting them in social and economic development and easing the
burden of debt.

The NIEO concept is represented by 3 documents.

UN Declaration on the Establishment of a New International Economic
Order.

Action plan for its implementation.

Charter of Economic Rights and Duties of States.

The main provisions of the new international economic order are as
follows:
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* Recognition of the sovereign equality of all states in the framework of
international economic cooperation.

* Establishment of the full national sovereignty over natural resources and
all the economic activities.

 Attenuation of fluctuations in prices for commodities exported to the
developing countries and reduction of the price differential for imported
products of the manufacturing sector.

» Expansion of trade preferences for developing countries.

* Adoption of measures targeted at reducing the technological gap
between the developed and developing countries.

* Solution to the problem of financial debt for the developing countries.

Unfortunately, the aforementioned measures as well as similar ones have
not been implemented yet for a number of reasons.

6.4. Sustainable development concept

Sustainable development is a concept of social and economic development
of the countries around the world which is based on the principles of the society
and economy humanization, efficient use of natural resources of our planet in the
best interests of humanity, respect for civil rights, social security of the population
due to a more proportionate distribution of income and capital (Table 6.1).

Table 6.1.
Main components of sustainable development
Components of sustainable Indicators
development
Economic GDP

Output of basic products per person

Sectoral composition of the economy

Social Quality of life and standard of living

Environmental Radioactive contamination of soil

Environmental pollution

Capital investments into solving environmental
problems

Nature and resource-related | Indicators which describe renewal and rational use of
natural resources

The concept of sustainable development follows environmentalization of
science, social and economic development, which began as early as the 1970s
after the publication of the famous scientific work, "The Limits to Growth",
by the representatives of the Club of Rome.

Its ideas were expanded at the UN Conference on Environment and
Development in Rio de Janeiro in 1992, Agenda for the 21st Century. The
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Sustainable Development Concept provisions were amplified at conferences in
Johannesburg, Kyoto, etc.

The so-called Kyoto Protocol, which entered into force on February 16,
2005, is of particular significance. Upon concluding the Kyoto Protocol, the
signatories undertook to reduce emissions of carbon dioxide, methane and other
industrial gases that cause global warming, the aforementioned reduction was
supposed to reach 5.2 percent in comparison with the 1990 emission levels.

The strategy of sustainable social and economic development is aimed at
finding a balance for humans, society and nature. The achievement of this goal
requires fulfillment of the following conditions:

 The political system must provide for participation of the public in the
decision-making process.

* The economic system must ensure extended reproduction and technical
progress on a local basis for the purpose of their continuous strengthening.

 The social system shall relieve tensions arising out of a lack of balance
in the economic development.

* The production system must preserve the environmental and resource base.

* The technological system must contribute to a constant search of new
solutions.

* The system of international economic relations shall foster stability of
trade and financial relations.

* The administrative system must be sufficiently flexible and adjustable.

Generally, the main components of sustainable social and economic
development are of economic, social and environmental nature.

Comprehension questions on topic 6

1. Concept of the world-systems. Their nature, definition of the "center",
"semi-periphery" and "periphery" of the world economy.

2. UN classification of countries around the world. Description of each
of the types.

3. GDP structure in the high-income countries.

4. GDP structure in the middle-income countries.

5. GDP structure in the low-income countries.

6. Principal challenges for the development of the countries in the

"periphery".
7. Concept of a new international economic order (NIEO). The reasons for
its emergence, fundamental documents.
Three main tasks NIEO aims to solve.
9. Concept of sustainable development. Its nature, purpose, status of
implementation.
10. Main components of sustainable development.

*
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TOPIC 7

MAJOR INTERNATIONAL ORGANIZATIONS

The need for international cooperation, search for equality in the relations
between the countries and maintenance of peace led to the establishment of
numerous global as well as regional international organizations. They are
subdivided into four types: global — United Nations, etc., strategic — North Atlantic
Treaty Organization, regional — Organization for Security and Cooperation in
Europe, industry-related — Organization of Petroleum-Exporting Countries, etc.

The overriding goal of any international organization is to join the efforts
of several states in a certain field: political — Organization for Security and Co-
operation in Europe (OSCE), military (NATO), economic — Organization for
Economic Co-operation and Development (OECD), monetary and financial —
International Monetary Fund (IMF), etc. An international organization can be
founded if the following criteria are fulfilled:

* At least 3 countries willing to participate.

A permanent official body and headquarters.

* A founding treaty.

* Respect for the sovereignty of the member states.
 Non-interference in the domestic affairs of member-states.

International organizations can be both governmental and non-
governmental (e.g. Amnesty International, Doctors Without Borders, etc.).

The most influential and authoritative international organization, universal
In its nature, 1s the United Nations.

7.1. United Nations Organization

The United Nations Organization (UNO) is a global international
organization whose aim is to maintain and strengthen piece, international
security and international cooperation worldwide.

The principal UN bodies:

General Assembly (GA),

Security Council (SC),

Secretariat (Secretary-General),

International Court of Justice,

Economic and Social Council;

Board of Trustees.

It is headquartered in New York.
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Specialized UN agencies and offices

Under the UN Charter, each of its principal bodies is entitled to establish
specialized agencies or offices to honor its commitments. Consequently, there
are numerous UN offices and agencies focused on specific tasks. The most
significant among them are:
* [ILO (International Labor Organization);
* International Atomic Energy Agency;
* UN Food and Agriculture Organization;
* UNESCO (United Nations Educational, Scientific and Cultural Organization);
« UNIDO (United Nations Industrial Development Organization);
*The World Bank;
» World Health Organization.
* IMF (International Monetary Fund) (Fig. 7.1).

Major specialized agencies and offices of the UNO

Intemational International UN
Labor Atomic Industrial
Organization Energy UNESCO, Development
Agency WHO Organization

The World Bank Food and Agriculture
Group Organization

IMF

Fig. 7.1. Specialized UN agencies and offices

The World Bank Group and the International Monetary Fund (IMF) play
a major role in the global economic development as well as development of the
national economies.

The World Bank Group is composed of the World Bank itself, which
comprises the International Bank for Reconstruction and Development (IBRD)
and the International Development Association (IDA), as well as the
International Finance Corporation (IFC), the Multilateral Investment Guarantee
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Agency (MIGA), the International Center for Settlement of Investment
Disputes (Fig. 7.2).

World Bank Group

World Bank T ernatic
Fmance Investment Center for

International International Corporation Guarantee Settlement of

Bank for Development Agency Investment
Reconstruction Association (MIGA) Disputes
and (IDA)
Development
(IBRD)

Fig. 7.2. Structure of the UN World Bank

The World Bank, created in 1944, is one of the most important
organizations which provide financial assistance for the development of
national economies worldwide.

The World Bank differs from the World Bank Group as it comprises only
two institutions — the International Bank for Reconstruction and Development
(IBRD) and the International Development Association (IDA). The
International Bank for Reconstruction and Development carries out most of the
World Bank activities.

Apart from the two agencies mentioned above, the World Bank Group
includes three more institutions:

International Finance Corporation (IFC);

Multilateral Investment Guarantee Agency (MIGA);

International Center for Settlement of Investment Disputes (ICSID).

Thus, the World Bank Group consists of five constituent organizations.

The International Monetary Fund (IMF).

The International Monetary Fund (IMF) is a UN agency focusing on the
regulation of monetary relations in the member states and provision of financial
aid in case of a gap in the balance of payments by granting loans in a foreign
currency.

The IMF has 191 members.

The IMF is headquartered in Washington, USA.

The IMF serves as the institutional basis of the present-day global
monetary system. Its basic monetary unit and the main equivalent is the US
dollar. The US plays a dominating role in the IMF.

The IMF resources are formed due to contributions to the authorized capital
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made by the member states depending on their quota and due to the funds
borrowed. The United States, Japan, Germany, the United Kingdom and France
have the highest quotas. Their share as well as that of 20 other countries which are
considered highly developed at the global level account for about 2/3 of the total
authorized capital. The share in the authorized capital determines the number
ofvotes the country is entitled to in managing the IMF funds (Table 7.1).

Table 7.1

Share of votes of some members in the IMF Board of Governors (2010)

Countries Share of votes, % Countries Share of votes, %
USA 17.7 Italy 3.3
Japan 6.6 Canada 2.7
Germany 6.1 Russia 2.5
Great Britain 5.1 India 2.4
France 4.5 Netherlands 2.2
China 4.0 Ukraine 0.6

7.2. Organization for Economic Cooperation
and Development, Organization for Security
and Cooperation in Europe

The Organization for Economic Cooperation and Development (OECD)
was created in 1961 to become the "successor" to the Organization for European
Economic Cooperation founded in 1948 to coordinate economic assistance the
United States and Canada provided for Europe to restore its economy in the post-
war period. The organization was further expanded due to accession of Japan,
Australia, New Zealand, Finland, Mexico, Czech Republic, Hungary, Poland,
Estonia, Republic of Korea and other economically developed countries in Asia,
America. Currently, the OECD has 34 members whose output reaches up to two-
thirds of the goods and services produced by the world economy.

Through joint programs, the organization maintains relations with
numerous non-member countries from the former Soviet bloc, Asian and Latin
American countries. In certain cases, such relations result in expansion of the
organization through accession of new members.

The OECD carries out extensive analytical activities, develops
recommendations for its members and serves as a platform for multilateral
negotiations on economic issues. Namely, its activities are aimed at counteracting
money laundering, tax evasion, corruption, bribery, etc.

The Organization for Security and Cooperation in Europe (OSCE) —
up to 1995 known as the Conference for Security and Cooperation in Europe
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(CSCE) — was established in 1975 on the basis of the Final Act signed by 33
governments of Europe, the United States and Canada in Helsinki.

Provisions of the Final Act have become a long-term plan of action aimed
at building a consolidated, peaceful, democratic and prosperous Europe.

At the meeting held in Helsinki in July 1992, the member states decided
to establish the Forum for Security and Cooperation (FSC) in Vienna which
now serves as a platform for dialogue on security issues and negotiations on
arms control, disarmament and confidence and security building.

On January 1, 1995, under the decision of the Budapest Summit, the
Conference for Security and Cooperation in Europe became the Organization
for Security and Cooperation in Europe (OSCE) with a status recognized
internationally. The OSCE member states now include Austria, Albania,
Azerbaijan, Andorra, Belgium, Belarus, Bulgaria, Bosnia and Herzegovina,
Vatican, United Kingdom, Armenia, Greece, Georgia, Denmark, Estonia,
Ireland, Spain, Italy, Kazakhstan, Canada, Cyprus, Kyrgyz Republic, Latvia,
Liechtenstein, Lithuania, Luxembourg, Malta, Moldova, Monaco, Netherlands,
Germany, Norway, Poland, Portugal, Russia, Romania, San Marino, Serbia,
Slovakia, Slovenia, United States of America, Tajikistan, Macedonia , Turkey,
Hungary, Uzbekistan, Ukraine, Finland, France, Croatia, Czech Republic,
Montenegro, Switzerland and Sweden. The Parliamentary Assembly founded in
April 1991 is one of the central OSCE institutions, whose functioning is crucial
for fulfilling the objectives of the Organization as a whole.

The Foreign Affairs Council consisting of the ministers of the OSCE
member states is the main forum for regular political consultations.

Under the Declaration of the Helsinki Summit of 1992, the OSCE
developed a range of mechanisms for detachment of official missions and
personal representatives of the OSCE President to establish facts, submit
reports, carry out monitoring and provide mediation depending on their powers
on crisis management and conflict prevention.

7.3 World Trade Organization

World Trade Organization (WTO). It is a leading international economic
organization comprising 160 members which account for over 96% of the
world trade. It promotes development of free trade between its members and
raises the significance and relevance of competition in the global market of
goods and services. The organization is mainly concerned with establishing
rules for the international trading system and resolving conflicts among member
states. After a range of countries, currently candidates for accession, join the
organization, the WTO will cover almost the entire trade turnover in goods and
services worldwide.
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In the recent years, the scope of the WTO activities has expanded greatly,
at present they go beyond trade relations and to some extent function as a tool
of international economic regulation. WTO membership has now become
almost an indispensable prerequisite for any country seeking to integrate into
the world economy.

The foundations of the modern WTO were laid in 1947 when some
countries adopted the rules of international trade in goods known as the General
Agreement on Tariffs and Trade — GATT. Later, in April 1994, 123 countries in
Marrakesh (Morocco) signed the declaration establishing the World Trade
Organization (WTO), which incorporated the GATT trade agreement as one of
its principal instruments. Apart from governing international trade in goods, the
WTO dealt with the regulation of international trade in services.

Virtually all major powers have now joined the WTO. In addition to
purely economic benefits gained through reduced trade barriers, the WTO
exerts a positive influence on the political and social situation in the countries
and individual well-being of the citizens. The WTO system encourages
competition and eases trade barriers. Reduction of the protectionist trade
barriers makes imports of goods and services cheaper, as well as leads to
cutting costs for trade in domestic products which require imported
components, this results in an increase in the standard of living.

Ukraine became a WTO member in 2008.

Comprehension questions on topic 7

Types of international organizations. Their purpose.

Criteria for establishment of international organizations.

The UN. Its purpose. Main bodies.

UN specialized agencies and offices.

The World Bank Group. Structure. Functions of the World Bank.

International Monetary Fund (IMF). Its functions.

Organization for Economic Cooperation and Development (OECD).

Tasks the organization seeks to solve.

8. Organization for Security and Cooperation in Europe (OSCE). Tasks the
organization seeks to solve.

9. GATT and the World Trade Organization.

10. Economic functions of the WT
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TOPIC 8

UKRAINE IN THE WORLD ECONOMY

8.1. Geographical and economic position of Ukraine

Geographical and economic position refers to a range of spatial relations
between a country (region) and other economic entities (industrial regions,
countries, etc.) which are located beyond its borders but affect the development
of the country itself.

Several methods can be offered to estimate the geographical and economic
position. The most widely used ones include the method of quantitative estimation
of the geographical and economic potential and the "nearest neighbor" method.

Estimation of the geographical and economic potential may involve the
so-called gravity model, which can be expressed as follows:

P
V=pet
j=1d

ij

9

where: V,— aggregated economic potential of 1 country;

Pi — the country’s own economic potential;
Pj — economic potential of the j countries;
d; — distance between the countries;

n —number of countries.

This method allows for estimating not only the geographical and
economic potential of the country, but also its growth resulting from the
influence exerted by the economic potentials of the neighboring countries due
to direct and inverse relationships between them.

One of the simplest and easy-to-use ways to estimate the geographical
and economic (or geopolitical) position of a country is the "nearest neighbor"
method. Essentially, it stipulates that the proximity of any studied entity to
others can be presented in certain conventional units. Namely, accessibility to
immediate neighbors is rated as 1, accessibility to more distant countries is
rated as 2, then 3, etc.

The addition of topological distances permits to identify the entities
whose location is the most convenient in relation to others (with a minimum
sum of topological distances). The hierarchy coefficient is calculated according
to the formula:
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K=> L/ L,
1 1

where K is the hierarchy coefficient for the location of the territory in relation
to the territory of the centre;

> L—sum of topological distances for each territorial entity
1

n
ZL imin— Minimum sum of topological distances
1

Estimation of the geographical and economic position of Ukraine with the
"nearest neighbor" method (the matrix of topological distances) shows the
following:

* within the European macroregion, the hierarchy coefficient of its
geographical and economic position (Ki = 1.05). 1 is one of the highest values,
namely 1.05. Only Germany and France outpace Ukraine;

* against the backdrop of a larger macroregion (super-region), which,
covers Kazakhstan, the republics of Central Asia, the Caucasus, Turkey, the
Middle East and North Africa as well as European countries, Ukraine is also
characterized by a relatively high hierarchy coefficient of the geographical and
economic position (Ki=1.11).

Ukraine is outpaced by Germany, Russia, and France only.

Therefore, the geographical and economic situation of Ukraine can be
described as one of the most convenient for extensive foreign economic ties.

The geographical position of Ukraine is convenient as well as the available
transportation routes. Railways and motorways, pipelines, airlines connecting the
eastern regions of Russia, Kazakhstan, Central Asia, the Caucasus and the
countries of Central and Southern Europe run through the country.

The Ukrainian territory 1s also marked by the shortest routes connecting
the northern and central regions of Russia, as well as the Baltic and
Scandinavian countries with the Black Sea region.

Access to the seas of the World Ocean (though, unfortunately, through the
internal straits of Turkey) enables Ukraine to establish and develop its foreign
economic relations with a wide range of countries, including the USA, Great
Britain, Canada, etc.

The geopolitical position of Ukraine, which is determined not only by its
geographical location, but also by the political, social and economic situation in
the surrounding countries, is reasonably favorable.

1. Ukraine has no shared borders with the advanced European countries.

2. It borders the following countries: Russia, Belarus, Poland, Slovakia,
Hungary, Moldova on land, as well as reasonably developed Turkey, Bulgaria,
Romania, Georgia across the Black Sea (Fig. 8.1).
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Presently, there is no reason to expect a significant positive impact to be
produced on the development of the Ukrainian economy by highly developed
countries belonging to the second and third "neighboring areas" (Germany,
Austria, Italy, France, etc.). Capital, technologies, know-how, investment
originating there can "settle down" in the countries directly bordering the
advanced nations before reaching Ukraine.

- —
Belarus

Buleari

Fig. 8.1. Geopolitical position of Ukraine

The territory of Ukraine extends over three natural and climatic zones:
steppe;

forest-steppe;

forest (Polesye).

Generally, it benefits from favorable agro-climatic conditions which enable
the production of the main crops characteristic of the moderate climate, which
provides for the development of various sectors of agriculture. The prevalence
of even land also contributes to agricultural production.

8.2. Factors of production in Ukraine

Ukraine possesses considerable factors of production such as land, labor
and capital.

Land. The territory of Ukraine reaches 603.7 thousand km”.
In terms of its territory, Ukraine holds the second place in Europe (after Russia).

The share of land attributed to each of its citizens is about 1.25 times
higher than that of an average European.
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Up to 25 % of the world's black soils are concentrated on the Ukrainian
territory. Bituminous coal and brown coal, iron and manganese ore, mineral
salt, natural building materials, etc. are abundant, though the reserves of oil and
natural gas as well as forest resources are rather limited (Fig. 8.2).

%
0,47

4,12 ® Land NRP
9,64
Mineral NRP
13,0 |
| 44,38
Water NRP

m Recreational NRP

Flora NRP

m Fauna NRP
Fig. 8.2. Structure of the natural resource potential (NRP) in Ukraine

As shown in Fig. 29, the land resources constitute the principal natural
wealth of the country as they account for 44.38% of the total NRP, land is
followed by minerals (mineral resources) which amount to 28.26 % of the NRP,
water resources reach 13.08 % while recreational NRP is limited to 9.64 %. The
smallest share is made by flora and fauna resources hold the smallest share in
the total NRP of the country, 4.13 and 0.47 % respectively.

A relatively low amount of water available to the territory can be cited as
one of the shortcomings. The natural water supply on a considerable part of the
territory 1s insufficient and unstable. Consequently, up to 2/3 of the arable lands
are at risk in terms of their agricultural potential.

Labor force. Ukrainian population of over 45 million people wins it the 6th
place in Europe. As well as in most of the European countries, the balance of
natural population increase in Ukraine is passive, which leads to a gradual decline
in the total population and a deteriorating demographic situation. Still, Ukraine has
a relatively considerable and, to a large extent, highly qualified labor force.

Capital (property and financial resources). The economic and financial
potential of the country shrank due to complicated social, economic and
geopolitical conditions after the collapse of the Soviet Union, disrupted industrial
and technological connections with enterprises of Russia and other republics.
Gold-value reserves are limited, significant funds were transferred abroad by
oligarchic clans (mainly to offshore zones), the state budget is affected by
arevenue deficit, as a result, the country has to take foreign loans, thus
increasing the public debt.
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Technology, as a production factor, can be regarded as unsatisfactory
from the perspective of the current economic development of Ukraine. The
country uses outdated, energy-intensive and material-consuming production
technologies. The introduction of cutting-edge technologies and know-how
requires considerable subsidies the country is unable to provide.

The citizens’ entrepreneurial skills are considerable, however, in the former
centrally controlled system they were suppressed, individual entrepreneurial
initiative was unwelcome, for this reason, at present, at the time of market
relations, entrepreneurial abilities are only starting to come back to life.

8.3. Challenges of economic growth

After the Soviet Union collapsed, more than a third of the metallurgical
production capacities, a fourth of all coal production, a considerable share of
equipment manufacturing for the purposes of mining, metallurgical, light and
food industries, vehicles of the former USSR remained in Ukraine (whose
territory reached only 2.7 % of the area and only 18 % of the USSR population
lived in Ukraine). A large disproportion is observed between the production
capacities of heavy industry and the country’s needs, which reduced the total
output and led to bankruptcy of some enterprises.

In Soviet times, Ukraine (as well as the USSR as a whole) did not achieve
a sufficient level of development. Numerous industries involved in the
production of consumer goods were unable to develop sufficiently in Ukraine
during the Soviet period. Presently, their establishment and development
requires significant investments the country is unable to ensure while foreign
investments are mainly targeted at the service sector (trade and entertainment,
beer production, tobacco, etc.) and finance.

Currently, the national economy of Ukraine is dominated by a group of
material production industries as well as the primary sector, construction,
freight transportation, communications, trade. These industries account for over
50 % of all the people employed and about 70 % of fixed capital stock.

Agriculture, primarily crop production, plays a major role in the national
economy.

The Ukrainian economic structure is now closer to that of developing
countries rather than highly developed ones which 1s caused both by the general
backwardness of the former Soviet economy and a lack of investment necessary
to reform and restructure economy.

Having gained its independence, Ukraine as well as other countries of the
former Soviet Union joined the global system of geographical labor division.
Nevertheless, it proved to be insufficiently prepared for participation.
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The Soviet system of geographical labor division virtually collapsed, and
the Ukrainian economy had to face the world economic system with new
functioning conditions, old connections, obsolete infrastructure, numerous
enterprises with excessive production capacities.

A centrally controlled system was destroyed, markets relations could not
function properly, the country’s economy was in the grip of a crisis, the
monetary and financial one. All these factors held back the development of
Ukraine by many years.

Nowadays, in the world economic system, Ukraine specializes in the
production of:

» ferrous metals (cast iron, steel);

* chemical products (mainly mineral fertilizers);

» agricultural products (primarily grain);

» certain engineering products (mainly for military purposes);
* space technology.

Generally, taking account of its current status and economic development
level, Ukraine can be classified as a country of average development as
confirmed by the main macroeconomic indicators (Table 8.1).

Table 8.1
Principal macroeconomic indicators
Indicator Ukraine Worldwide Minimum Maximum
average
GDP per capita, | 7290 10000-12000 | 150-300 > 100000
$ (by PPP) (111" place) (Luxembourg,
Monaco)

Life expectancy | 69 67.2 39.6 82.6 (78 for men,
(52,1 formen | (65.0 for men | (Swaziland) | 86.1 for women —
and 73.8 for and 69.5 for Japan)
women) women)

Quality of life 0.7 (78" place | 0.45-0.65 0.3-0.4 > (.95 (Norway)

(HDI) out of 177
countries)

Global 4.05 2.85 5.67 (Switzerland,

Competitiveness | (84™ place) (Chad -148™ | Singapore)

Index place)

Correlation of Industry =30 | Industry — 32 Industry —

the economic Agriculture — | Agriculture — 8 25-30

sectors, 15 Services — 60 Agriculture —2-5

% GDP Services — 55 Services — 65-70

Against the backdrop of the state independence, the need for geo-
economic certainty in the global economic space and integration into the system
of global economic processes, a new foreign economic strategy needs to be
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developed and implemented for Ukraine to become an independent agent of
international economic relations.

Presently, Ukraine is an equal partner in international communication,
participating in the pan-European process and a range of European agencies,
actively contributing to reinforcement of world peace and security, maintaining
trade and economic relations with most of the modern countries worldwide.

Integration into the EU has become one of the top-priority directions
within the geopolitical strategy of Ukraine. Accomplishment of this goal
requires meeting the so-called "Copenhagen criteria" related to compliance with
certain economic, social and legal standards.

Becoming an associate member of the European Union in 2014 was the
first step towards eurointegration for Ukraine. This enabled Ukraine to join
a free trade area with the EU and take part in European integration programs’.

The principal objectives of the foreign economic policy of Ukraine
targeted at the EU zone include the following:

 search for mutually beneficial economic, financial, scientific and technical
cooperation;

 stimulation of trade relations with EU member states and encouragement
of investments;

 financial and technical assistance from the EU member states for Ukraine to
carry out market reforms and establish a socially oriented market economy;

 reinforced economic security of Ukraine.

Comprehension questions on topic 8

. Outline the geo-economic position of the country.

. Give an estimation of the geo-economic potential of the country on the

basis of the gravity model.

3. Give an estimation of the geo-economic (or geopolitical position) of the
country with the methods of "closest neighborhood" by calculating the
hierarchy coefficients of location.

4. Describe the current geo-economic status of Ukraine.

5. . Description and structure of the factors of production in Ukraine

6. Describe the economic problems Ukraine is currently facing, their causes
and potential solutions.

7. Describe the foreign economic strategy of Ukraine in terms of its
European integration.

8. The principal objectives of the foreign economic policy of Ukraine

associated with its political course aimed at the EU membership.

N —

> Associated EU members are Turkey, Morocco, Algeria, Tunisia, Libya, Egypt, Lebanon, Jordan,
Israel, some Latin American countries.
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GLOSSARY

Aemapkina — eKOHOMIYHA TIOJITHKA camo3abes-
NIEYEHHs TEPUTOPIi KpaiHU ab0 PETioHYy LUIIXOM
CTBOPEHHSI ~ 3aMKHYTOTO  CaMOJOCTAaTHBOTO
TOCIIOJIAPCTBA, CHPSIMOBAaHA HAa MaKCHMAaJIbHE
oOMekeHHs BBO3Y (IMIIOPTY) 1 CTUMYJIOBaHHS
BHBO3Y (EKCTIOPTY).

Autarchy is an economic policy of self-
sufficiency implemented by a country or
aregion due to a closed sustainable economy
focused on the maximum possible restriction
of import and stimulation of export.

Aemonomia — 1) mpaBo TepuTOpii Ha camo-
BpSILyBaHHSA, TOOTO CaMOCTIHHO 3iHCHIOBATH
Jep>KaBHE YIMpPaBIiHHS Ha TMiJACTaBl BIACHUX
3aKOHIB, 110 PETrYJIOIOThH i BHYTPIIIHE XKUTTS;
2) caMOBpsyBaHHS ME€BHOI YaCTUHM JIEPKaBHU,
sSIKe 3IMCHIOETBCA B MEXKaxX, MepeI0adyeHnx 3a-
raJIbHOJICPKABHUM 3aKOHOM — KOHCTUTYLIEIO.

Autonomy refers to 1) the right to self-
government i. e. the territory is entitled to
exercise state administration independently
under the laws governing its domestic affairs;
2) self-government exercised by a certain part
of the state within the limits established by the
national law — constitution.

Azponpomucnosuii komniaekc (AIIK) — pyHk-
[ioOHaNpHA Oararoramys3eBa MiJCHCTEMa, IO
BUpa)Ka€ B3a€EMO3B'S30K, B3aEMOJIIIO CLIIBCHKOTO
rocrojiapcTBa Ta MOEJHAHMX 13 HUM Tramy3el
EKOHOMIKM 3 BHPOOHHIITBA  CLIBCHKOTOCIIO-
JApcbKOi  TeXHIKH,  CUIBCHKOTOCHOAAPCHKOT
npoaykmii, 1 30epiraHHs, TpaHCIIOPTYBaHH,
niepepoOJIeHHsI Ta peaizaliii.

Agroindustrial complex (AIC) is a functional
multisectoral ~ subsystem  reflecting  the
interconnection and interaction of agriculture
and the related branches of economy which
manufacture  agricultural machinery and
agricultural products, provide for their storage,
transportation, processing and distribution.

Anknae — tepuropis, abo YacTUHA TEPUTOPIi
JEp>KaBU YU aJMIHICTPATUBHO-TEPUTOPIAbHOT
OJIMHUII, 3 YyCiX OOKIB OTOYEHA TEPHUTOPIEIO
1HIIIOKO JIep>KaBU YU a/IMiHICTPATHBHO-TEPUTO-
plagbHO1 OJIMHUIIL.

Enclave is a state, part of a state’s territory or
an administrative territory surrounded by
another state or an administrative territory on
all sides.

AyKyion — TepiONUYHO AIIOYMH LEHTp Toce-
pPeIHUIIBKOI TOPTIBJII peaJbHUMU TOBapamu
3 IHJIUBiTyaIbHUMU BIACTHUBOCTSIMHU.

Auction is a center of intermediary trade in
real goods with their inherent characteristics
which operates on a periodic basis.

Aymcopcunz — mepenadya oOprasizali€ro, Ha
OCHOBI JIOTOBOPY, MEBHUX Oi3HEC-MPoI1IeciB a00
BUPOOHMYMX (PYyHKITIH 3 0OCITYyroByBaHHS 1HIIIOL
KOMIIaHil, 0 CIeIlali3y€eThCs Yy BiAMOBIIHIN
ramysi.

Outsourcing is an agreement in which a
company hires another company to be
responsible for certain business processes or
industrial functions in the corresponding field.

bazamonauyionansni kopnopauii — Mi>XHapOoTH1
Koproparlii, sKi € MiKHApOJIHUMHU 3a chepamu
TMiSUTBHOCTI. [X BimMiHHUMHU pHUCaMH € iCHyBaHHS
0araToHAIIOHAIBPHOTO KEPIBHOTO IIEHTPY Ta
0araToHaIllOHAJILHOTO aKI[IOHEPHOT'0 KaIliTaly.

Multinational corporations are corporations
carrying out their activities internationally. Their
distinctive features include a multinational
management center and multinational stock
capital.

bapmep — npsimuii 6e3rpomioBuii 0OMiH TOBa-
pamu ab0 ToCIyraMu. 3AIMCHIOETHCS 32 €IMHUM
JIOTOBOPOM, B SIKOMY 3 METOIO €KBIBaJICHTHOCTI
OoOMiHy, JUIi BU3HAYCHHS PO3MIPY CTPaXOBHX
CyM, OIIHKH TIPETeH31i, HapaxXyBaHHS CaHKIIIHI
(iKCYEThCS CyMa I0TOBODY.

Barter 1s a direct cashless exchange of goods
or services. It is carried out under a single
contract where the contract value is fixed
forthe purpose of exchange equivalence,
determination of the insured amount, assessment
of claims and imposed sanctions.
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bipotca — Haiibinpm  po3BuHEHa ¢opma
PEryJIsipHO (PYHKIIIOHYIOYOTO ONTOBOTO PUHKY
TOBapiB, IO NPOJAIOTHCS 3a CTaHAApPTaMHU
(copramu), a iHOAI ¥ 3a 3pa3kaMu, a TaK cCamo
pUHKY I[iHHUX marnepiB (akmiid 1 oOmiraiiii)
Ta 1HO3EMHOI BAJIIOTH.

Stock exchange is a highly developed, regularly
functioning wholesale market for the goods sold
depending on their standards (varieties) and
sometimes samples, as well as the markets of
securities (shares and bonds) and foreign
currency.

bpoxep — ¢di3uuna ocoba, sika 3apeecTpoBaHa
Ha OipKi 3rifiHO 31 CcTaTyToM 1 70 OOOB'S3KIB
KO HAJIGKUTh BUKOHAHHS JOPYYEHBb 3a paxy-
HOK Ta BiJ IMeHI mNpuHOMMIama. € mocepen-
HUKOM TIPH YKJIAJCHHI YroJl MK TPOJABIISIMHU
1 MOKYNISIMA LIHHUX TAarepiB, TOBapiB, BaJIOT
Ta 1HIIUX IIHHOCTEH Ha (OHIOBUX 1 TOBAPHUX
OipxKax.

Broker is an individual registered on the stock
exchange pursuant to the charter and responsible
for performance of assignments at the cost and
expense and on behalf of the principal. They are
mediators in the conclusion of agreements
between sellers and buyers of securities, goods,
currencies and other valuables on stock and
commodity exchanges.

Bantomna nonimuka — KOMIUIEKC 3aXOJiB Y
cdepl MDKHAPOJHUX BAIFOTHUX BITHOCHH, IO
peari3yroThCsl BIAMOBITHO 1O TMOTOYHHX 1
CTpaTeTiYHUX LiJeH KpaiHH.

Foreign exchange policy refers to measures
taken in the field of international monetary
relations and corresponding to the current
strategic goals of the country.

Banwomna cucmema — dopma opranizarii ta
peryJoBaHHS BaJTIOTHUX BIJIHOCHH, 3aKpiIlieHa
HAI[IOHAJILHUM 3aKOHOJIaBCTBOM a00 MiXep-
YKaBHUMH yTOJIAMH.

Currency system is one of the forms of
organization and regulation of monetary
relations provided for by the national laws or
interstate treaties.

Banwomnuit Kypc — BapTICTb TPOIIOBOI O/H-
HUI OJHi€l KpaiHW, BUpaX€Ha B TPOLIOBUX
OJIMHUIISAX 1HIOT KpaiHu.

Exchange rate is the cost of a country’s
currency in relation to the currency of another
country.

Binvna (cneuianvna) exonomiuna 30na — dvac-
THHA TEPUTOPIi KpaiHU 3 OCOOIMBUM FOPHINY-
HUM 1 €KOHOMIYHUM CTaTycOM, Ha sIKii TOBapu
PO3MIIAAIOTECS SIK 00'€KTH, IO 3HAXOIATHCS 3a
MeKaMU HaIllOHATBHOT MUTHOI TEPHUTOPIi, 1 TOMY
HE MMIal0THCS 3BUYaifHOMY MUTHOMY KOHTPOJIIO
i OMOJAaTKOBYBAaHHIO, CTBOPIOIOYM CIPHUSTIUBI
YMOBH JIJIs1 3aJTyYCHHS iIHO3€MHHUX 1HBECTHIIIH.

Free (special) economic area is a part of
a country’s territory with a specific legal and
economic status where goods are considered as
objects beyond the national customs territory;
therefore, they are free from customs control or
taxation which improves conditions for foreign
investments.

T'anyzesa cmpykmypa —  XapakTepHu3ye
CHIBBIIHOIICHHS MK PI3HUMHU MiAPO3IiITaMu
TOCIIOAPCTBA:  TPOMHUCIIOBICTIO,  CLIBCHKUM
roCIoAapCTBOM, OyAIBHUIITBOM, TPAHCIIOPTOM,
HEBUPOOHUYOIO C(heporo.

Sectoral structure describes the relations
between different branches of economy:
industry, agriculture, construction, transport,
tertiary sector.

I'noéanizauin — nipouiec reorpadivHOrO MOIIN-
peHHsS  IHTepHaIlioHami3alii TocmogapchKol
JISITBHOCTI, @ TAaKOX COIIaIbHUX, KYJIbTYPHUX
Ta iH. SIBUII B JKUTTI JIOACHKOTO CYCIiIbCTBA,
1110 Ha0yBa€ XapaKTep BCECBITHHOIO MacITaly.

Globalization refers to geographical expansion
of economic internationalization, as well as
social, cultural and other phenomena in the
human society that reach a global scale.

TlocromapcTBO — CYKYIHICTH YCIX raimysei
MaTepialbHOr0 BUPOOHMILITBA 1 HEBUPOOHUUOT
cdepu IeBHOIT TEPUTOPIi.

Economy covers all the branches of the
industrial production and the tertiary sector of
a certain territory.

Jemninz — meton ¢inancoBoi HeTapuHOI TOp-
TOBOI TIONITHKH, IO TIOJISITa€ B TPOCYBaHHI
TOBapy Ha 30BHINIHIA PUHOK 3a PaxXyHOK 3HH-
JKEHHsI eKCIIOPTHHX I[iH HI)KYE 32 HOPMAaTbHHN
piBEHB I1iH, IO ICHY€ B WX KpaiHax.

Dumping is a method of financial non-tariff
trade policy consisting in the promotion of a
product in the foreign markets through reduced
export prices below the regular level of prices
in these countries.
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/Jlepacasa — monitnuHa ((Gopma oprauizaii
KUTTEISUIBHOCTI CYCHiJIbCTBA Ha OOMEXEHii
JIepKaBHUM KOPJIOHOM TEPUTOPIi IIUISIXOM CTBO-
PEHHsI OpraHiB BIaJH, 5IKi KEPYIOTh OCHOBHUMHU
chepamu CYyCHUTBHOTO KHTTSL.

State is a form of political organization of
a society on a specific territory restricted to the
state borders by establishing governmental
bodies that govern the principal spheres of
public life.

/Jlegponm — HemorameHHs B CTPOK 30BHILIHIX
3000B'13aHb, @ TaKOX 3alpPOBAKEHHS YMOB
OOMiHYy Jep)KaBHHMX I[IHHHUX [amepiB, sKi
€ MEHUI CIPUATIMBUMHU Ul 1HO3EMHUX 1HBECTO-
PpiB, HIXK TIOTIEPETHI.

Default is the failure to settle foreign liabilities
and to introduce exchange conditions for
government securities less favorable to foreign
investors than previous ones.

Jlueepcugbikayia — BKIaJeHHA TpoIIEH B Pi3HI
BUM LIIHHMX MaIepiB, 10 3MEHILY€E PU3HK.

Diversification refers to investment in different
securities, which reduces the associated risks.

Juckpuminauiiinuil pexcum — PeXUM €KOHO-
MIYHUX BIJJHOCHH MiX KpaiHaMH, 3TiHO 3 SKUM
IOPUIMYHUM 1 (I3UYHUM 0co0am OJHi€l KpaiHH
HA/IAlOTBCS B X EKOHOMIYHIM JisSUTbHOCTI Ha
TEpUTOpii KpaiHu, L0 MPOBOIUTH JUCKPHUMI-
HAIlifo, TIpII YMOBH, HIX Ti, SIKi HaJlaH1 Ha ITii
caMiii TepuTOpii MOPUAMYHUM 1 (DI3UIHUM
0co0aMm IHIIUX KpaiH.

Discriminatory treatment is a type of economic
relations between countries where legal entities
and individuals of one country are carrying out
their economic activities on the territory of the
discriminating country under worse conditions
than those provided to legal entities and
individuals of other countries on the same
territory.

Jucmpué’tomop — nocepeHuK, SKAH BOJIOIIE
MPaBOM Ha KYIMIBIIO Ta 30yT MEBHOI MPOAYKIIii
BiJl CBOT'0 IMEHI Ta 3a CBil PaxXyHOK.

Distributor is a mediator who is entitled to buy
and sell certain products on their own behalf
and at their own expense.

Exonomiuna inmezpauia — niporiec 30JIMKESHHS
HAlllOHATbHUX EKOHOMIK IUIIXOM YTBOPEHHS
€IMHOTO €KOHOMIYHOTO TIPOCTOPY JIJISl BUIBHOTO
MEPEMIIIICHHsT TOBapiB, TIOCIYT, KaIliTaliB,
po0oU0i crin Yepe3 HAIllOHAJIbH1 KOPJIOHH.

Economic integration 1is a process of
rapprochement between the national economies
which create a common economic space for free
movement of goods, services, capital, labor
across national borders.

Exonomiuni pecypcu — CyKyIHICTb PECYpCIB,
SIKI BUKOPUCTOBYIOTBCSI B TOCHIOJIAPCHKIN JTisUTh-
HOCTI 7151 BUPOOHUIITBA, OOMiHY, PO3MOJLTY Ta
CHOXMBAaHHSI MaTepialbHUX 1 AyXOBHHUX Onar,
3a/I0BOJICHHSI 3pOCTAIOYHX MOTPEO HACEIICHHSL.

Economic resources refer to the resources
involved in economic activities focused on
the production, exchange, distribution and
consumption of material and spiritual assets,
satisfaction of the growing needs.

Exonomiuno akxmuene naceilenns — 4actuHa
MPaIe31aTHOTO HACENIeHHSs, 3alHATA CYCIUTEHO
KOPUCHOIO Tpariero, 10 Aae il 10Xoia, HeoO-
X1THHIA JUTS BIITBOPEHHS caMoi cele.

Economically active population refers to the
share of the working-age population involved in
socially beneficial activities which bring income
and simultaneously recreate the activity itself.

Excnopm — niponaxk ToBapiB abo mMoCIyT, IO
nepeabdavae iX BUBE3CHHS 32 KOPJIOH (BKIIIOYAE
peeKcnopr).

Export is the sale of goods or services to
foreign customers (including re-export).

€spopezion — TPAHCKOPAOHHE pEriOHAIbHE
YTBOPEHHs Ha TepeHax €Bpomnu, 1o chopmyBa-
JOCS y MEXKaX CyMDKHHMX OJUHHIb aJMiHICTpa-
THUBHO-TEPUTOPIAIHOTO TOUTY ABOX 1 Oliblie
KpaiH Ha OCHOBI peaji3alii CIUIBHUX TMPOrpam
1 yroj, manucaHux Ha PiBHI OpraHiB MiCIIEBOTO
CaMOBPSITyBaHHSI.

Euroregion is a cross-border regional entity on
the territory of Europe uniting adjacent
administrative territories of two or more
countries through joint programs and treaties
signed by local governments.

€EOunull eKOHOMIYHUIL NPOCMIpP — CYKYITHICTD
HAI[IOHATBHUX TEPUTOPIN KpaiH, Y Mekax SKHUX
JIIOTh 3arajibHi TMPHUHIAIIK TOCIOIAPIOBAHHSA,
Y3TOMIKEH] €TUHI MPaBUIa 30BHIITHHOSKOHOMIY-
HUX BIJIHOCHH.

Common economic space refers to the national
territories of countries sharing economic
principles, single rules of foreign economic
relations.
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3oeniwniii 6ope — ¢inancoBi 3000B’s3aHHS
Jep>kaBu (30BHINIHI MMO3MKH Ta HECIUIAYCHI 3a
HUX BIJCOTKH 1HO3EMHHUM KpeAuTOpaM Ha
TMIEBHY JaTy).

Foreign debt refers to financial state liabilities
(foreign loans and pending interest payable to
foreign creditors as of a certain date).

306HIWINA ROMIMUKA KPAiHU — 3aTaJlbHUM Kype
JIEpKaBU Y MDKHApOJHUX CIIpaBax, CyKYITHICTh
MPUHIIMIIB 1 MPIOPUTETHUX METOIIB, IO BH3HA-
YaroTh AISUTGHICTD OpraHiB AP KaBHOI BIaJIU Ta
JIepP’KaBHOTO YTIPABIIHHS Yy cepi peryinoBaHHs
BITHOCHH JaHOI JIEp)KaBH 3 1HIIMMHU KpaiHaMHu
1 HapoJaMH  BIAMOBIHO JO  HAIIOHATBHHUX
IHTEPECIB Ta KOHKPETHO-ICTOPUIHUMHU IIUJIECH.

Foreign policy of a country is the general course
of action the state follows in international affairs,
a range of principles and top-priority methods
governing the work of public authorities and
state administration in regulating relations within
the state and other countries and peoples in line
with national interests and specific historical
goals.

306HiHbOCKOHOMIUHA OiAIbHiCcCMb -
ISUTBHICTH Ccy0'eKTIiB roCToapChKOi
nisutbHOCTI YKpaiHM Ta 1HO3eMHHUX CYO'€KTIiB
rOCTIOJIaPChKOI  MISNTBHOCTI, MOOYy/IOBaHAa Ha
B3a€EMOBIIHOCHHAX MDK HHMMH, III0 MAac€ MICIE
SK Ha TepUTOPii YKpaiHu, Tak 1 3a il Mexamu.

Foreign economic activity is the activity of
economic agents of Ukraine and foreign
economic agents based on the relations
between them both at home and abroad.

306HIUIHLOEKOHOMIYHA NONIMUKA — KOMIUIEKC
3aXO[IB, METOI0 SKHUX € JOCATHEHHS IEBHHUX
nepeBar Ha CBITOBOMY PHHKY M OJHOYAaCHO —
3aXUCT BHYTPIMIHBOTO PUHKY BiJ KOHKYpPEHIiT
1HO3EMHHX TOBAPIB.

Foreign economic policy refers to the measures
aimed at gaining certain advantages in the world
market and, at the same time, protecting the
domestic market from foreign competition.

3ona einvnoi mopezieni — naimnpocrima $opma
€KOHOMIYHOI 1HTerparii, 3a sKoi BCI WICHH
YIPYNOBAaHHS B3a€MHO CKACOBYIOTb MHUTO Ha
TOBApH Ta MOCIYIH, IO HAOXOAATH y cepy
30BHIIIHBO1 TOPTiBJIi KpaiH-y4aCHHIIb.

Free Trade Area is the basic form of economic
integration where all members of a group lift
customs duties on goods and services for each
other within the framework of the foreign trade
among the participating states.

ImMirpanT — oco0a, sika mepecenuiacs B JaHy
KpaiHy 3-3a 1i MEX.

Immigrant is a person who moved to a country
from abroad.

Immizpayinina micpayitna noaimuxka — 10-
JITHKA JEepXKaBH, IO PETYJII0E TMPHUHHATTS
1HO3eMHHUX IPOMA/JISH.

Immigration policy 1is the state policy
governing the admission of foreign citizens.

Imnopm — xymiBis ToBapiB abo MOCHyT, IO
niependayae ix BBE3CHHS 3-3a KOPJIOHY (BKITIOYAE
peimMmopr).

Import is the purchase of goods or services
involving their imports from abroad (including
re-import).

Ineecmuuyinna OianpHicms — CyKYIHICTb
NPAaKTUYHUX i Cy0’€KTiB MIOAO0 peasnizamii
1HBECTHII].

Investment activities cover a range of actions
undertaken by the economic agents while
making investments.

Ineecmuuyinnuii puzux — XapakTepusye HMO-
BIPHICTP ~ BHHHKHEHHS  HemependadyBaHIX
(biHaHCOBUX BUTpaT B CHUTYyallli HEBH3HAYCHUX
YMOB iHBECTYBaHHSI.

Investment risk refers to the probability of
unanticipated financial expenditure under
uncertain investment conditions.

Ineecmuyininuii puHOK — PUHOK, 1O PETYJIIIO€
CYKYITHICTh €KOHOMIYHUX BiHOCHH, SIKi BHHU-
KalOTh MK IPOAABLIEM Ta MOKYILEM iHBECTHU-
IIITHUX pecypciB.

Investment market is the market which
regulates the economic relations established
between the seller and the buyer of investment
resources.

Ineecmuuyii — BJaJIeHHsS Kamitany y OyIib-
AKiii GopMi B Ty UM iHOIy cOpaBy Ajis TO-
JAJIBIIOTO HOro 301IbIIEHHS 200 30epeKeHHS.

Investment refers to injecting capital in any
business for the purpose of its expansion or
support.
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Indycmpianvni (npomucnogi) napku — JinsHKa
3eMJIl 31 CHOPY/UKCHHSIMH Ta 13 3arajibHOIO
1HQpaACTPyKTypoOIO, TpHU3HAUYEHa Uil BHUKO-
PHUCTaHHS TPYIOK TIPOMHUCIIOBIIIB 3 METOIO
3a0e3MnedeHHs] MANMPUEMCTB 1HQPACTPYKTYpPOIO
JUTs1 iIXHRO1 OCHOBHOT BUPOOHUYO1 TISUTHHOCTI.

Industrial (production) parks refer to land plots
with facilities and infrastructure necessary for a
group of manufacturers to provide enterprises
with infrastructure required for their principal
industrial activities.

Inorcunipunz — KOMIDIEKC MOCTYT KOMEPIIITHOTO
XapakTepy 3 TMIATOTOBKA Ta 3a0e3neueHHs
nporiecy BUpOOHMIITBA Ta peastizamii MpoayKIlii,
oOcmyroByBaHHs OyIBHUIITBA Ta EKCILTyaTarlii

Engineering is a range of commercial services
for preparation and support of the production
process and sale of products, construction
maintenance and operation of industrial,

COIIIaThHO-€KOHOMIYHOTO PO3BUTKY €KOHOMIYHO
PO3BUHEHHMX KpaiH, mo Oa3yeTbcsa Ha iH(pOp-
MaIiifHoMy croco01 BUpOOHHUIITBA.

NPOMUCIIOBHX, 1H(PACTPYKTypHUX, CUIbCBKO- | infrastructural, agricultural and other facilities.
TOCIIOJIAPCHKHX Ta IHINX 00'€KTIB.
Innosauiiina mooens pozeumky — wonenb | Innovative development model is a model of

social and economic development of advanced
countries based on the informational production
methods.

InmenexmyanvHuii nomeHyian — KariTaj HaIlii,
SIKM CTBOPIOETHCSI B HAYKOBO-JIOCTITHUX 1HCTH-
TyTax, J1aboparopisx Ta BHIIMX HAaBYAIBHUX
3aKJ1aax.

Intellectual potential is the capital of a nation
accumulated by research institutions, laboratories
and higher educational establishments.

Inmepnayionanizayia eupooHuymea — BUsBIISIE
ce0e KUTBKICHO — Y 3pOCTaHHI KUTBKOCTI MiXKHa-
pomHux GipM 1y pO3MIMpPEHHI MacmTadiB iX
TISUTBHOCTI, a SKICHO — Y ()OpMyBaHHI BHYTpIIII-
HBbO-KOPIIOPAaTUBHUX MIDXHAPOJIHHUX PHUHKIB, SKI
OXOIUTIOIOTh  NIEPEBAXKHY YAaCTHHY CBITOBHX
NOTOKIB TOBAapiB, MOCIYT, Kamitamy i poOoyoi
CHJIH.

Internationalization of production is manifested
in the growing number of international
companies and in expansion of their activity
from the quantitative point of view, and in the
creation of intra-corporate international markets,
which cover the vast majority of world flows of
goods, services, capital and labor from the
qualitative perspective.

Inmepnauyionanizayia 20cnooapcvkozo icum-
msa — 30IDKEHHS HalllOHAJIBHUX E€KOHOMIK, IIO
BUSIBIIIE ce0€ B 3pOCTaHHI BUPOOHMYOI B3a€EMO-
3aJIeKHOCTI, MDKHApOJHOTO TOBAapOOOIry, pyxy
KamiTaliB 1 pobouoi ¢, B3a€EMHOTO BIUIMBY Ha
HaBa)XJTUBIIIII €KOHOMIYHI MPOIECH B KpaiHax.

Internationalization of economy is the
rapprochement of national economies, manifested
in the growing industrial interdependence,
international turnover of goods, capital and labor
flow, mutual influence on the crucial economic
processes in a variety of countries.

Ingppacmpykmypa — KOMIUIEKC TaJly3ei rocmo-
JapcTBa, 10 3a0e3MeuyroTh 3arajbHi YMOBU
BUPOOHUITBA M KUTTEAISIBHOCTI JIIOAEH.

Infrastructure is a range of industries which
create fundamental conditions for production
processes and people’s lives.

Kapmens — yrona MiX TIANPUEMCTBAMHU, SIKI
JIOMOBJISIIOTBCS.  MDK  COOOI0 TpPO  IIIHOBY
MOJIITHKY 1/a00 TTOALT PUHKY.

Cartel is an agreement between enterprises
which agree on pricing policies and/or market
division.

Keoma — xinbkicHWI HetapudHMiA 3acid oOMe-
KEHHsI eKCIOpTy ab0 IMIIOPTY TOBapy MEBHOIO
KUIbKICTIO @00 CyMOI0 Ha NEBHUM TepMiH. 3a
CIPSIMOBAHICTIO Jii KBOTH TOJUIAIOTBCS Ha:
eKCIIOPTHI 1 IMIOPTHI; 3a 00XBaTOM — Ha
r100asbHi, TPYIIOBI, 1HAWBITyaIbHI

Quota 1s a quantitative non-tariff measure of
restricting export or import of a product to a
fixed amount or value for a specified period of
time. Depending on the target goods/services,
quotas are subdivided into export and import
ones; depending on their scope quotas are
classified into global, group and individual
ones.
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Knacmep — wmepexeBa rpyna reorpadidHo
OIM3BKHUX, B3a€MOIIOB'SI3aHUX KOMIIAHINA Ta CITiB-
NPAIOI0YMX 3 HUMH OpraHizaiii, o CHibHO
JIIOTh y TIECBHOMY BHJI Oi3HECy 1 XapaKTepH-
3yIOTBCSI CIUIBHICTIO HANpPSAMKIB isUIBHOCTI Ta
B3a€MOJIOTIOBHEHHSIM OZIMH OJTHOTO.

Cluster is a network group of geographically
close, interconnected enterprises and cooperating
enterprises which work together in a particular
business, share directions of their activity and
complement one another.

Koneepmosanicmps — o0OMIH HaIiOHAIBHOI
TPOIIOBOI OJMHHUIN Ha 1HII BaJIOTH, KYITiBIISA
Ta MPOJAK 1HO3EMHOI BaJIIOTH.

Convertibility refers to the exchange of national
currency to other currencies, purchase and sale
of foreign currency.

Jlibepanizayia 306HIWIHLOEKOHOMIYHOT nOI-
muKu — PO3IMIMPEHHS CBOOOAN EKOHOMIYHHX JTiit
1 3HATTS OOMEXEHb Ha MLUIBHICTE y cdepi
MDKHApOJIHUX BIMHOCUH IS  HAI[IOHATBHUX
TOCIIOJTAPIOIOYUX Cy0’€KTIB, @ TAKOXK CIPOIIICHHS
JIOCTYITy Ha BHYTPIIIHIM PHHOK JUT 3apyOLKHUX
Cy0’€KTIB.

Liberalization of foreign economic policy
refers to a greater freedom of economic
activities and elimination of restrictions on
activities for national economic agents in the
course of international relations, as well as
a facilitated access to the domestic market for
foreign economic agents.

Jli3unz — MTOBrOCTPOKOBA OpEH/Ia MAIIIHH, 00JIaI-
HaHHSI, TIPOMHCIIOBUX TOBAPIB I1HBECTHIIMHOTO
NpU3HAYCHHS, KYIUICHUX OPEHIOJABIEM IS
opeHaapst il iX BUPOOHHUYOTO BUKOPUCTAHHS,
npu 30epekeHHI IpaBa BJIACHOCTI HAa HHUX 3a
OPCH/IONIABIIEM HA BECh TEPMIH JIOTOBOPY
OpEH/IH.

Leasing is a long-term hire of machines,
equipment, industrial investment goods
purchased by the lessor for production
purposes of the lessee, the lessor still retains
their ownership for the entire term of the lease.

Jixeionicmo ineecmuuyiit — iXHS TOTCHIIAHA
CIPOMOXHICTh 3a KOPOTKHH 4Yac 1 6e3 cyT-
Te€BUX (DIHAHCOBUX BHUTPAT TPaHCHOPMYBATHCS
y I'pOLIOBI KOIITH.

Investment liquidity is the investment potential
to be transformed into monetary funds
promptly and without any significant value
loss.

Jlikeionicmo: 1) 30aTHICTP MAMHOBHUX I[IHHOCTEH
IIBHJIKO 1 0€3 3HAYHUX BTPAT BAPTOCTI MEPETBO-
pIOBaTHCS y TPOILOBI KOIUTH; 2) BU3HAYEHHS
MOXJIMBOCTI TIOKPHTTS 3000B'SI3aHb  IiTNPH-
€MCTBa HMOTO aKTWBaMH; 3) pEHTa0EIbHICTh Ta
¢iHaHcOBa  CTIMKICTh  MIINPHEMCTBA,  iX
NOKa3HUKHU.

Liquidity: 1) ability of property holdings to
be converted into monetary funds promptly
and without any significant value loss;
2) determination of an enterprise’s capability to
cover liabilities with its assets; 3) profitability
and financial stability of the enterprise, their
indicators.

Jliyen3isa — nucbMOBUI JJO3B11 HA BUKOPUCTaH-
Hs1 00’€KTa TpaBa 1HTEIEKTYalbHOI BIACHOCTI,
B TOMY YUCJII ATEHTY HAa BUHaX1J, MPOMUCIIO-
BUH 3pa30K, KOPUCHY MOJEIIb.

License is a written permit for the use of
intellectual property, including a patent for an
invention, an industrial design or a utility
model.

Jliuensyeanna — peryiroe 30BHINTHHOEKOHO-
MIYHY JisUTBHICTD Yepe3 J03BOIIH, 10 BUAAIOTHCS
Jep>KaBHUMH OpTaHaM{ Ha eKCTIOpT a0 iMITopT
TOBapy y BCTaHOBIEHIM KUIBKOCTI 3a TEBHUI
POMIYKOK 4acy.

Licensing regulates foreign economic activity
through permits issued by state bodies for
export or import of goods in a fixed amount for
a specific period of time.

Mapica — pi3HULS MK I[iHAMHU, KypCaMH,
CTaBKaMH; HaJ0aBKa 10 Opi€EHTHpa — BapTOCTi
IIEBHOT'O KPEIUTY.

Margin is the difference between prices, rates,
values; markup to the value of the loan.

Mummnuit 30ip — IOJATOK, 110 CTATYETHCSA MPH
MEPEeTHHI TOBApPOM MHUTHOTO KOPJAOHY, SIKHIA
MIJBUIYE I[IHY TOBapiB, IO IMIOPTYIOTHCS
(EeKCTIOPTYIOThCSA), 1, OTKE, BIUIUBAE HA 00CSITH
1 CTPYKTYpPY 30BHINTHBOT TOPTiBJI KpaiHU.

Customs duty is a tax levied when the goods
are crossing the customs border, which raises
the price of imported (exported) goods
consequently influencing the volume and
structure of the country's foreign trade.
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Mummnuii corw3 — nornubnena Gopma eKOHO-
MIYHOT 1HTEerparii, ika KpiM CKacyBaHHS MHTa
Ha TOPTIBJIIO MiX KpaiHaMU-WI€HAMH YTrpyTo-
BaHHsI, BUPOOJISIE 1 3aCTOCOBYE €TUHUNA MUTHHUIA
Tapu@ y TOPTiBIi 3 IHIIUMH KpaiHAMH.

Customs Union is a manifestation of profound
economic integration which not only lifts
customs duties between member states but also
establishes and imposes a single customs tariff
for trading with other countries.

Mizpayinina noaimuka — KOMIUIEKC 3aKOHO/1aB-
YMX, OpraHi3aliifHuX, €KOHOMIYHUX 3aXO/IiB,
CIIPSIMOBAHMX Ha PETYJIIOBaHHS B'i34y B KpaiHy
1 BUi31ly 3 KpaiHM HaceJIEeHHsL.

Migration policy is a range of legislative,
organizational and economic measures aimed
at regulating the processes of moving in and
out of the country.

Mirpauiiine cajb10 — pi3HHI MIXK KUIBKICTIO
JqroIed, IO TEepeceilwucs 3a MexXl JaHol
KpaiHu (eMIrpaHTH), 1 KIJIBKICTIO JIFOJEH, M0
NepeceNwInes JaHy KpaiHy 3-3a 11 Mex
(IMMIrpaHTH).

Migration balance is the difference between
the number of people who moved beyond the
country’s borders (emigrants) and the number
of those who moved into the country from
beyond its borders (immigrants).

Misycnapoona  exonomiuna  inmezpayia —
nporiec 30MKEeHHS i IPOHUKHEHHS HallloHAJTb-
HUX TOCHO/APCHKUX  KOMIUIEKCIB  IIIIXOM
(dhopMyBaHHS SKICHO HOBOI €KOHOMIYHO1 chepr B
pErioHaTbHOMY MAacCIITA0I.

International economic integration is the
process of rapprochement and mutual
penetration of national economic complexes
through the creation of a completely new
economic sphere of a regional scale.

Mixcuapoona nikeioHicms — CIPOMOKHICTH
KpaiHu a0o rpymnM KpaiH 3a0e3neuyBaTd CBOI
KOPOTKOCTPOKOBI 30BHIITHI 3000B's13aHHS MTPHii-
HSTHUMH TUIATIKHUMH 32CO0aMH.

International liquidity is the ability of a
country or a group of countries to fulfill its
short-term  foreign commitments through
acceptable means of exchange.

Mixcnapoona cneuyianizayia eupooHuymea
(MCB) — popma Mi>KHApOIHOTO MOALTY Tparii,
3a SIKOT 30CEPEKCHHSI OHOPITHOTO BHPOO-
HHUIITBA Yy CBITI BiIOyBa€Tbcs Ha OCHOBI
nporpecyryuoi audepeHiami BUPOOHUYUX
OpoIeciB MK pI3HMMH KpaiHaMH Ta iX
cy0’ekTamu.

International specialization of production
(ISP) is a form of international labor division

where the concentration of homogeneous
production in the world proceeds from
progressive  differentiation  of  production

processes between different countries and their
economic agents.

Miycnapoona mosapna HOMeHKIamypa —
CIIMCOK TOBapiB, CKJIAJACHUH BIAMOBIAHO O
NeBHOI K1acuikaiiHoi CHCTEMH.

International commodity classification is a list
of goods based on a particular classification
system.

Mixycnapoona mopeiens — chepa MKHAPOTHUX
TOBApPHO-TPOLIOBHX BITHOCHH, 10 € CYKYITHICTIO
30BHINIHBOI TOPTIBJIl BCIX KPaiH CBITY.

International trade is a field of international
exchange relations among all the countries of
the world.

Mixyxcnapoonuii kpedoum — Gopma pyxy IIo-
3UKOBOTO Kamitany y cdepi MiKHApOIHUX
€KOHOMIYHUX BIJHOCHUH, J€ KPEAUTOPaMHU 1 MO-
3UYaJbHUKAMHU BHCTYIAIOTh CyO’€KTH PpI3HUX
KpaiH.

International lending is a form of borrowed
capital flow in the course of international
economic relations, where economic agents
from various countries act as creditors and
borrowers.

Mixcnapoonui HAYKO0BO-MEXHOI02IYHUIL
00MIiH — CYKYIHICTh CKOHOMIYHHX BiJIHOCHH
MK 1HO3€MHHMH KOHTpPareHTaMu 3 MPHUBOIY
BUKOPHCTAHHS PE3yJIbTATIB HAYKOBO-TEXHIUYHOI
TiSUTBHOCTI, 110 MAlOTh HAYKOBY 1 MPAaKTHYHY
[IHHICTh; TIepeJaya 3HaHb 1 TEXHOJOTIH, M0
CTOCYIOThCS TIEBHMX BHUPOOHHYUX TMPOIIECIB,
B MEXXaX CBITOBOT'O T'OCITO/IAPCTBA.

International scientific and technological
exchange refers to economic relations between
foreign counterparties arising out of the use of
the scientific and technological achievements
of scientific and practical value; transfer of
knowledge and technology related to specific
production processes in the world economy.
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Mixcnapoonuit nodin npaui (MIIIl) — Buinuit
mabesib PO3BUTKY CYCIIILHO-TEPUTOPIATBHOTO
HOJUTY TIpalli MiXK KpaiHaMH, SIKMH CIIUPAETHCS
Ha CTIMKY, EKOHOMIYHO BUT1JIHY CIICIIiaJTi3aIlito
BUPOOHHUIITBA OKPEMHX KpaiH HA THX YU 1HIIUX
BHJIaX TPOIYKIIIi 1 BelIe O B3aEMHOTO OOMIHY
pe3ysbTaTaMu BUPOOHUIITBA MK HUMHU B TIE€B-
HUX KUIBKICHHUX 1 IKICHUX CITIBBIIHOIIIEHHSX.

International labor division (ILD) is the top
point in the development of social and territorial
labor division between countries based on
sustainable, profitable specialization in the
production of certain goods by individual
countries which leads to mutual exchange
of production outcomes proceeding from
quantitative and qualitative ratios.

Mixcnapoonuii puHoK — YaCTUHA HAIIOHATHBHUX
PHHKIB, sKa O€3IMOCepeIHhO TIOB'SI3aHA 3 PHH-
KaMU IHIIKX KpaiH.

International market is the share of national
markets directly connected with foreign
markets.

Mixcnapoonuit pyx kanimasy — niepeMinieHHs
Kamitaly MDK KpaiHaMd y TOIIYKYy OLUIbII
BUTITHOI chepr 3aCTOCYBaHHSI.

International capital flow refers to movement
of capital between countries in search of
a profitable project.

Mixcuapooni eantomni eionocunu (MBB) —
CYKYTHICTh CYCIIJIBHUX BiTHOCHH, IIIO CKJIaJa-
I0TBCSl TIpY  (DYHKITIOHYBaHHI BaIIOTH y CBITO-
BOMY T'OCIO/IAPCTBI Ta OOCIYTOBYIOTh B3a€EMHHUI
0oOMIH pe3yibTaTaMH JiSUTBHOCTI HaIllOHATBHUX
TOCTIOAPCTB.

International currency relations (ICR) refer
to social relations resulting from the currency
functioning in the world economy which serve
as the basis for the mutual exchange of
national economy products.

Mixcuapooni exonomiuni ¢ionocunu (MEB) —
CHCTEMa BiTHOCHH, III0 BHHUKAIOTh MIX CYO'€K-
TaMH 3 PI3HUX KpaiH 3 MPHUBOAY BUPOOHHUIITBA,
po3moniry, OOMiHYy 1 CHOXHWBAaHHS TOBapiB,
MIOCITYT, KaliTaliB, i1ei B yMOBaxX OOMEXEHOCTI
pecypciB 1 MDKHApOTHOTO TIOALTY — Tpari
B paMKaX CBITOBOT'O TOCIIO/IaPCTBA.

International economic relations (IER) refer to
a system of relations between economic agents
of different countries aimed at production,
distribution, exchange and consumption of
goods, services, capital, ideas against the
backdrop of limited resources and international
labor division in the world economy.

Mixcnapooni mpancnopmnui kopuoopu (MTK) —
CYKYIHICTh pI3HHUX BHUAIB TPAHCIOPTY, IO
3a0e3MeuyoTh 3Ha4YHI MEepeBE3CHHsI BAaHTAXIB 1
macakupiB Ha HampsAMax iX  HaWOUIbIIOL
KOHIICHTpAII]i.

International Transport Corridors (ITC) refer
to different means of transport which provide
for major transportations of cargo and
passengers within the routes of their highest
concentration.

Haykoeo-mexniunuii nomenyian — CyKynHiCTh
HAyKOBO-TEXHIYHUX MOKJIMBOCTEH, [0 XapaKTe-
pU3YIOTh PIBEHb PO3BUTKY JaHOI JEpXKaBU 5K
Cy0'e€KTa CBITOBOTO TOCIIOJAPCTBA M 3aJICKHUX
BiJl KITBKOCTI 1 SIKOCTI pECypciB, 110 BU3HAYAIOTh
Il MOXKJIMBOCTI, & TaKOXK BiJ HAsBHOCTI (POHTY
imei 1 po3poOOK, MIATOTOBIEHUX [0 MpPaKTHY-
HOT'O BUKOPHCTAHHSI.

Scientific and technological potential refers to
the complex of scientific and technological
capacities which determine the Ilevel of
development of a country as an agent of the
world economy and depend on the quantity and
quality of resources which provide for the
economic capacities, as well as a fund of ideas
and designs available for implementation.

Hauyionanvena eanrwomna cucmema (HBC) —
€ CKJIQJIOBOI0 YAaCTHHOIO TPOIIOBOI CHUCTEMH
KpaiHU, XO4Ya BOHa BIJHOCHO CaMOCTiiiHa
1 BUXO/IMTH 32 HAIllIOHAIbHI KOPJIOHH.

National Currency System (NCS) is an
integral part of a country's monetary system,
although it is relatively independent and
extends beyond the national borders.

Hauionansna exkonomika — OaraTtoraiyseBa
cHUCTeMa TOCIOJapCcTBa KpaiHW, IO MaKCH-
MaJlbHO 3a0e3Meuye 3aJ0BOJICHHS CYCIUTBHUX
notpeo.

National economy is a multisectoral system of
a country’s economy which provides for
satisfaction of social needs.

Hauionansnuiit punok— BHYTPIIIHIA pPUHOK,
YyacTKa SIKOTO OpPIEHTYETbCSI HAa 1HO3EMHHUX
MOKYTIIIIB.

National market is a domestic market partially
oriented at foreign customers.
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Hoesa exonomika — BiINOBiHA 1HHOBAIIWHIN
MOJIeNIi  PO3BUTKY TOCHOJApChKa CHCTEMa,
TOJIOBHHM PECypcoM SIKO1 € TBOp4i 3AIOHOCTI
monen, mo (GopMyIOTh  IHTENCKTyalbHUI
KariTal.

New economy 1is an economic system
corresponding to the innovative development
model whose main resource is the creative ability
of people which constitutes its intellectual
capital.

Hoy-xay — HayKOBO-TEXHIYHI 3HaHHS 1 JIOCBII,
HEOOXiJHI JJIs peaji3alii HOBOT MPOAYKIIT UM
TEXHOJIOT1l, KPUTEPISIMU SIKUX € HEBIJOMICTh
HEBU3HAUECHOMY KOJIy 0Ci0, HasBHICTb OYEBH/I-
HUX 3YCHJIb BJIACHHKA HOY-Xay 10 Horo 30epe-
JKEHHIO y TaeMHUII 1 KOMEpIliiiHa I[IHHICTh
BIJIMOB1THOI 1H(OpMaITii.

Know-how refers to scientific and technical
knowledge and experience required for
distributing a new product or technology which
meet the following criteria: they are known to
a restricted circle of people, the know-how
owner makes his/her best efforts to keep them
secret, and the relevant information is of clear
commercial value.

Ooénicayia — OOpProBuil IIHHMKA Tamip, IO
BU3HAYa€ OOProBi BiTHOCHHM MIX BIIACHUKOM
oOJirarii Ta eMITEHTOM 1 TMATBEPHKYE 3000B's-
3aHHS €MITEHTa TIOBEPHYTH BJIACHUKOBI il
HOMIHAQJIbHY BapTICTh B OOYMOBJICHHU TEPMiH,
a TaK0)X BUTUTAYYBAaTH BIU3HAUYCHHI BiJICOTOK.

A bond is a debt security based on the debt
relations between the bond holder and the
emitent and confirming the emitent’s obligation
to reimburse its nominal value to the holder
within the established period, as well as to pay
the interest.

«llonwcu 3pocmannny («noaocu po3eumky»)
TEOPETUYHA KOHIIETIIIis, 3T1IHO 3 KO PO3BUTOK
BUPOOHMIITBA B PHUHKOBHX YMOBaX HE € piB-
HOMIpDHMM B YCIX Taly3sX, a 3aBXId MOXHA
BUIUINTA Taki, 110 HAWOUIBII JUHAMIYHO
PO3BUBAIOTBCS — MPOIMYJBbCUBHI Tally3i, SIKi
CTHMYJTIOIOTh PO3BUTOK BCl€T €KOHOMIKH 1 SIBIISI-
I0Th COOOI0 «TOJFOCH PO3BHUTKY», HABKOJIO SKHUX
BUHUKAE BUPOOHHMYA arJioMepartisi.

“Poles of growth” (“development poles”) is a
theoretical concept according to which the
production development under market conditions
differs throughout various industries, the most
dynamically developing fields can be singled
out; they are known as propulsive industries
which stimulate the development of economy in
its entirety and represent "development poles”
concentrating industrial agglomerations around
them.

Ilopmdghenvni ineecmuyii — BKIIAICHHS KaIliTaTy
B I[IHHI Talepu 3 METOI0 OTPUMAHHS JOXOMIY
(muBinenmiB). Taki iHBeCTHINIi HE 3a0€3MEUYIOThH
peaTbHOrO KOHTPOJIO 1HBECTOpa Hall 00’ €KTOM
IHBECTYBaHHSI.

Portfolio investment refers to investing capital in
securities in order to make profit (dividends).
The investor does not obtain any control over the
investment project due to such investments.

Ipegpepenuiiinuit pesrcum — 0COOIMBHI TIIIBrO-
BUI PEXHUM, IO HANAETHCS OIHIEI0 JEPIKABOIO
iHIIIH 06€3 MomMpPEeHHsI Ha TPETi KpaiHw.

Preferential treatment is a specific favorable
treatment granted by one state to another while
any third countries are excluded.

Ilpupooni pecypcu — HAOCHiIXKEHi, pO3BiJIaHi
1 100yTi TipupoaHi OaraTtcTBa, SIKi BHKOPHCTO-
BYIOTHCS B TOCTIO/IAPCTBI 1 € 3ac00aMU ICHYBaHHS
JFOJICBKOTO CyCHiibcTBA (3eMiisi 1 11 Hampa,
BOJIHI, POCIMHHI Ta (ayHICTUUHI pecypcH,
pecypcu atMocdepn).

Natural resources refer to studied, explored and
extracted natural riches used in the economy
as the means to provide for existence of the
human society (land and subsoil resources,
water, vegetation and faunistic resources,
atmosphere).

Ilpupooni ymoeu — CyKyIHICTb IPUPOTHHUX
00’€KTIB 1 SIBUIII SIK KOMITOHEHTIB 1 BIIACTUBOCTEH
reorpaivHOro cepeaoBHINa, 1110 IPUTaMaHHI Ha
NIEBHIN TEPUTOPII.

Natural conditions represent a range of natural
features and phenomena as constituents and
properties of the geographical environment
characteristic of a particular territory.

Ilpupoomno-pecypcruii nomenuian (I1PII) tepu-
Topii abo akBaTOpii — 1€ CYKyIHa IMPOYKTHUB-
HICTb TPHPOAHUX PECYPCIB, BHUpaXEHE uepe3
iXHIO CIIO’KMBYY BapTICTh Y IPOIIOBOMY BUMIPI.

The natural resource potential (NRP) of a
land (water) area is the aggregate productivity
of natural resources in terms of their monetary
value.
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Ilpomucnosuii 6y301 — 30cepeKeHHS HA 0OMe-
JKEHIM TepuTopii (y MeXax oJHOro abo KiIbKOX
CYCI/IHIX HACEJICHUX IMyHKTIB) MiAMPHUEMCTB, 110
o0’emHaHl MK COOOI0 TICHUMH BHUPOOHHUYO-
TEXHOJIOTIYHMMH 3B’SI3KAMH, CIILJIbHOIO CHCTE-
MOIO JTIOTIOMDKHUX BUPOOHHIITB Ta BUPOOHHUYOIO

1H(PACTPYKTYPOIO.

Industrial hub refers to concentration of
enterprises  interconnected through close
industrial and technological ties, a shared
system of auxiliary industries and industrial
infrastructure within a certain area (in one or
more neighboring communities).

Ilponynvcuena 2any3p — niepeaoBa rary3b roc-
NOJAPCTBA ISl «JIOBIOr0» LUKITY €KOHOMIYHOI
KOH IOHKTYpH, 1[0 HAWOUIBII  JMHAMIYHO
PO3BUBAETHCS W 37aTHA 3MIHMTH EKOHOMIKY
palioHy, IHKOJM HaBiTh JOKOPIHHO, HaJaBIIU
oMy HOBY TOCTIOIapPChKY (DYHKIIIIO.

Propulsive industry is an advanced sphere of
economy with the longest economic cycle; being
the most dynamic in terms of its development,
this area has the potential to change the regional
economy; sometimes such changes can become
rather drastic in nature which leads to creation of
new economic functions.

Ilpocmoposa exonomika — oJHE 3 OCHOBOIIO-
JIOKHUX  HANpsIMKIB ~ Cy4dacHOi  3apyOiKHOT
€KOHOMIYHOI HayKH, SKHA 3HAaXOIUThCS Ha
CTHUKY €KOHOMIYHOI reorpadii, perioHaJbHOI
€KOHOMIKH, €KOHOMIYHOI Teopii, MaTeMaTHYHOT
€KOHOMIKH, €KICTUKH, COLIOJIOTIT Ta JemMorpadii.
OO0'eXT AOCIIIKEHHSI — MIPOCTOPOBI YTBOPEHHS
y BUIJISIAI TEPUTOPIAIBHUX COIIAIbHO-EKOHO-
MIYHUX CHCTEM pI3HOro Macurady, iepapxid-
HOTO PiBHSA 1 CTYIICHS IHCTUTYIIOHAJTI3AITI].

Spatial economy is one of the principal
directions within modern international studies of
economy, which is functioning at the crossroads
of economic geography, regional economics,
economic theory, mathematical economics,
ekistics, sociology and demography. The study
is focused on spatial units in the form of social
and economic territorial systems varying in
scale, hierarchical level and degree of
institutionalization.

Ilpomexkuyionicmcoka nonimuxka — 3aXUCT
BHYTPIIIHHOTO PUHKY BiJ 1HO3EMHOi KOHKY-
peH1ii 3a J0MOMOTror0 Tapu(HUX 1 HeTapUPHUX
IHCTPYMEHTIB TOPTOBO{ MOJITHKH.

Protectionist policy refers to protection of the
domestic market from foreign competition
through tariff and non-tariff instruments of
trade policy.

Ilpami ineecmuyii — BKIIaJCHHS KaIliTany 3 Me-
TOIO OJICpP’KaHHS MIAMPUEMHHUIIBKOTO TIPUOYTKY
(moxomy) Ta BKJIAJCHHS, SIKi 3yMOBJICHI JOBIO-
CTPOKOBHM EKOHOMIYHHM IHTEpecoM 1 3abe3rre-
YylOTb KOHTpPOJb IHBECTOpa HaJ 00’ €KTOM
IHBECTYBaHHSI.

Direct investments are investments aimed at
making entrepreneurial profit (income) and
injections of capital caused by long-term
economic interest which give the investors
control over the investment project.

Paiion — Teputopis (akBaTopis), sSIKa 3a CyKyIl-
HICTIO sBHII a00 O3HaK BIAPIZHAETHCS BiM
IHIIUX TepHUTOpil (aKBaTOpii) 1 XapakTepu-
3y€TbCA €IHICTIO, B3a€EMO3B’SI3KOM  CKJIaJIOBUX
€JIEMEHTIB Ta IUTICHICTIO, IO € 3aKOHOMipHUM
pe3yJabTaTOM  PO3BUTKY JaHOi  TepuTopii
(akBaropii).

District is a land (water) area different from
other land (water) areas due to a number of
characteristic phenomena or features and is
established on the basis of its unified nature,
interconnection of constituents and integrity,
which results from the development of the land
(water) area.

Pezion (nat. regio (regionis) — 001aCTh, OKPYT) —
e YacTWHA TEepHUTOpii KpaiHu (ab0 CyKyHmHOCTI
reorpaiyHO TOB’S3aHMX KpaiH) 13 cremudiv-
HUMH TIPHPOIHO-KIIIMAaTHYHAMH 1 €KOHOMIYHH-
MH yMOBaMH Ta XapaKTEPHOIO CHPSIMOBAHICTIO
PO3BUTKY MPOIYKTHBHUX CHJI 3 YpaxyBaHHIM
neMorpaidyHuX,  ICTOPHYHHMX,  COLUABHHUX
0COOJIMBOCTEH, PO3BHTOK SIKOTO 3IIMCHIOETHCS
Ha OCHOBI 3aKOHIB HAIIOHAJIBHOI 1 PErioHaIbHOL

Region (lat. regio (regionis) — an area, district)
is a part of the territory of a country (or several
closely located countries) singled out due to
specific natural, climatic and economic
conditions and specific targeting of productive
forces on the basis of demographic, historical,
social characteristics; its development is
unfolding due to the laws of national and
regional economy leading to the establishment
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CKOHOMIKH, Y pe3yibTaTi 4oro (opMyroThCs
perioHaTbHI €eKOHOMIYHI1 BiI[HOCI/IHI/I6.

Perionn, SIK aJIMiHICTPaTUBHO-
TEepUTOpIaIbHI OJIMHMULIL JIep>KaBH, B
E€KOHOMIYHOMY BiJTHOIIEHHI1 €
TEPUTOPIATTLHUMHA YaCTUHAMUA i
HAPOAHOTOCIIOIAPCHKOTO KOMIUIEKCY 1

BIZIIrpafOTh 3HAYHYy pPOJb Y EKOHOMIYHOMY

of regional economic relations.

As administrative territories of a state,
regions form part of the national economy and
play a significant role in the national economic
development, the role fulfilled through the
state budget.

CHUCTEM Oprasizaiii 1 yrnpaBiaiHHS BUPOOHUYO-
TOPTOBUM 1 IHBECTUIIITHUM MpoLIecaMH T'OCIIO-
JApIO0Yoro cy0'ekTa 3 METOIO ITiIBUIICHHS
HOro KOHKYPEHTOCIIPOMOXKHOCTI 1 (hiHaHCOBOI
CTIMKOCTI.

KUTTI  Kkpain.  Takoi  pomp  perioHy

3MIMCHIOETHCA Yepe3 Jep>KaBHUM OIO/KET.

Pecionanizayia — nornubneHHss Mixknaponnux | Regionalization refers to deepening of
3B’SI3KIB Ha KOMIIAKTHOMY TpOCTOpi, 1o | international relations within a restricted area —
3BETHCSl PET1IOHOM. the region.

Peinorcunipune (anri. re-engineering) — iHxe- | Re-engineering  covers  engineering  and
HEpHO-KOHCYJITaTHBHI MOCIYTH 3 epeOynoBH | consulting services rendered in order to

restructure organization and management of
industrial, trade and investment processes of an
economic entity in order to increase
competitiveness and financial stability.

Poanmi — nepiofnyHi NPOIEHTHI BifjpaxyBaHHS,
SIKI BCTAQHOBIIIOIOTBCSA y BHIVIAII  (hiKCOBAHUX
CTaBOK Ha MIiJCTaBl PO3PAXYHKY (HaKTUIHOTO
CKOHOMIYHOTO  pE3YyJbTaTy  BHUKOPHCTAHHS
npur0aHOi HAyKOBO-TEXHIUYHOI MPOAYKIIi Ta
BUTUTAYYIOTBCS JIIICH31aTOM dYepe3 BH3HAUYCHI
Y3TOJKEHI Y IOTOBOPI MPOMIMKKH 4acy.

Royalty constitutes periodic interest payment
set as fixed rates on the basis of the calculated
actual economic performance in the use of
purchased scientific and technological products
and is payable by the licensee at the intervals
stipulated by the contract.

Csimosa eantomna cucmema (CBC) — dopma
oprasizailii MKHApOAHUX TPOIIOBHX BiJHOCHH,
10 ICTOPUYHO CKJIAnacs Ta 3aKpiIuieHa MIKIEp-
YKABHUMU JJOMOBJICHOCTSIMH.

The World Monetary System (WMS) is a form
of international monetary relations established
in the course of history and embedded in the
interstate agreements.

Csimose 2ocnooapcmeo — TIOOATBHUN €KO-
HOMIYHMH OpraHi3M, IO HPEICTaBIsE COOOIO
CYKYIIHICTh HAIlIOHAJBHUX TOCHOJAPCTB, TIOB'SI-
3aHUX OJIMH 3 OJHUM CHCTEMOIO MIKHApPOJIHOTO
reorpadiqyHOTO PO3MOALTY Tpalli, a TaKOX
€KOHOMIYHMMH Ta MOJMITHYHUMHU BiIHOCHHAMH,
KOTpl MiMOPSAKOBYIOTECSI O0'€KTUBHUM 3aKO-
HaM PUHKOBOI €KOHOMIKH.

The world economy is a global economic
organism represented by a range of national
economies interconnected through international
geographical labor division, as well as economic
and political relations governed by the objective
laws of market economy.

Ceimoeuit punox npayi — cdepa 0oOMiHY,
KyMiBJI-IIPOaXXKy poO0UO0i CHIIH, XapakTep KOl
3HaYHOI0 MIPOK0 BH3HAYAETHCS IHTEPECAMH
CBITOBOTO T'OCIIOJIAPCTBA.

Global labor market is a platform for exchange,
purchase and sale of labor proceeding from the
interests of the world economy agents.

Ceimosuii puHOK mexHON02ill — CYKyIHICTb
MDKHApOJHUX EKOHOMIYHUX BIIHOCHH 3 TMIpHU-
BOJly MPUOYTKOBOTO BUKOPUCTAHHS IpaB Biac-
HOCTI Ha HOro 00’€KTH: TEXHOJIOTii MPOAYKTIB,
TIPOIIECIB Ta YIPABIIIHHS.

Global technology market is a complex of
international economic relations aimed at
profiting from the property rights: product
technologies, processes and management.
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Ceim-cucmema, 3a 1. BamnecraitHom — cyc-
HiJbHA CHUCTEMa, sIKa Ma€ KOPIOHH, CTPYKTYpY,
yIpyINyBaHHS y4YacHHKIB, TpaBuUiIa JIETUTUMAL]
Ta B3aeMojii. BoHa Mae o3HaKu OpraHiamMy 3
XKHUTTEBUM IHTEPBAIOM, Ha IMPOTA3L SKOTO JESKI
il BJIACTUBOCTI 3MIHIOIOTBHCS, a JEAKl 3aJMIila-
IOTbCS HE3MIHHUMHU. Y CTPYKTYpPHOMY BiJIHO-
IIEHHI Cy4YacHa CBIT-CHCTEMa CKJIaJa€ThCs
3 «entpy», «Ilepudepii» ta «HaniBnepudepii».

According to 1. Wallerstein, the world-system
is a social system with its borders, structure,
groups of agents, rules of legitimization and
interaction. It is perceived as a living organism
with a life cycle in the course of which some of
its properties change while others remain
stable. From the structural point of view, the
modern world-system consists of “center”,
“periphery” and “semi-periphery”.

Cninonuit punox — $hopMa €KOHOMIYHOI 1HTE-
rpamii, ska mepenadadae «JIOTHUPU CBOOOIM,
TOOTO BUTRHUH pPyX TOBapiB, poOOYOi CHIIH,
KamiTanzy, a TaKoXX BUJIbHE CTBOPEHHS LIEHTPIB
1 IMPUEMHUITBKOT TISUTHHOCTI.

The common market is a manifestation of
economic integration  underlying  “four
freedoms”, i.e. free movement of goods, labor,
capital, as well as free establishment of business
centers.

Cyo6cudia — rpollloBa BUILIATa, HAMpPaBJIEHA Ha
MIATPUMKY HaIllOHAIBHUX BHPOOHHWKIB 1 He-
npsMY JTUCKPUMIHAIIO IMIIOPTY.

Subsidy is a monetary payment aimed at
supporting domestic producers and indirect
import discrimination.

Tepumopianvha cmpykmypa ceimogoi eKoHo-
MIKU — XapaKTepu3ye KOHICHTPALIIO 1 JUcCHep-
CII0 CBITOBOI E€KOHOMIKM dYepe3 NpHu3My COIli-
AITbHO-€KOHOMIYHOTO PO3BUTKY KpaiH 1 perioHiB

CBITY.

Territorial structure of the world economy
describes concentration and dispersion of the
world economy from the perspective of social
and economic development of countries and
regions around the world.

Texnonapx (mexnonociunuil napk) — TEPUTO-
pisi, Ha sKiii 00'eHaHI HAYKOBi, KOHCTPYKTOP-
CbKI Ta BHPOOHMYI MiAPO3AUM 3 HASBHICTIO
no0pe ocHarieHoi iHpopMaIliifHOT Ta eKCIepH-
MEHTAIbHOI 0a3M 1 BHCOKOIO KOHIIEHTPALIEIO
KBaTI(hIKOBAaHUX KaJIpiB.

Tech-park (technological park) is a territory
where scientific, design and production units
are combined along with a well-equipped
informational and experimental base and high
concentration of qualified staff.

Texnononic — 30Ha €KOHOMIYHOI aKTHUBHOCTI,
SKa CKJIQJa€ThCS 3 YHIBEPCUTETIB, JOCIIIHUX
IEHTPIB, TEXHOMapKy, iHKyOaTtopa Oi3Hecy,
MPOMUCIIOBUX 1 1HIIMX MiANPUEMCTB, SKi Aiii-
CHIOIOTH [TISTBHICTD, CIIHPAIOYUCH Ha PE3yJib-
TaTH HAYKOBUX 1 TEXHOJOTIYHHUX JOCIIIKEHb.

Technopolis is an area of economic activity
represented by universities, research centers,
tech-parks, business incubators, industrial and
other enterprises whose activity is based on
scientific and technological research findings.

Tosaphi Kpedumu — M>XHAPOJIHI KPETUTH, 1110
HAJalOThCSl EKCIIOPTEPaMHU CBOIM MOKYIILISIM
yToBapHid (opmi 3 yMOBOIO MaiOyTHHOTO
MOKPUTTS TUIATEKEM Yy TPOIIOBIM YW 1HMIHA
TOBapHiil popmi.

Suppliers’ credits are international loans
provided by exporters to their buyers in the
form of commodities which are to be paid off
in cash or with other commodities.

Topeu — onuH 3 HAWMNOMIMPEHIIINX BUAIB
Cy4acHOI TOpriBii, iX CYTHICTh MOJATaE B
yKJIalaHHI JOTOBOPIB KymiBai-mponaxy (abo
Hipsiy) Yepes3 MpOBENEHHs KOHKYpPCY cepen
IPOJABIIIB IEBHOTO TOBAPY.

Bidding is one of the most common forms of
modern trade which consists in the conclusion
of contracts of sale (or work and Ilabor
contracts) after a tender among sellers of
a certain product.

TopzoeenvHnuil 6ananc — 4acTUHA TJIATIKHOTO
OamaHCcy, fKa BIJOOpaXKye CIiBBIAHOIICHHS
BapTOCTI MK €KCITOPTOM 1 IMIIOPTOM KpaiHH 3a
NEeBHUM Mepiof yacy (3BUYaiHO 32 PiK).

Trade balance is part of the balance of
payments which reflects the ratio of the exports
and imports value of a country for a certain
period of time (usually a year).

Tpancnayionanizayia — oxHa 3 GopM IIPOIECY
IHTepHAaITiOHATi3allii, sIKa 3/IICHIOETHCS Ha OCHO-
Bl 3pOCTar040i EeKCIaHCii TpaHCHAIIOHATBHUX

Transnationalization is one of the forms of
internationalization based on a greater
expansion of transnational corporations.
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KOpIIopariii.

Tpancnauionanizayia eupoonuymea — cucreMa
CTIMKHUX B3a€EMO3B'SI3KIB MK MiJIPUEMCTBAMHU,
SKI TIPALIOIOTh HAa TEPUTOPIi PI3HUX JIEpKaB
3 METOI0 BUPOOHHMIITBA TOBApiB Ta OTPUMAHHS
JIOXOJTy Ha OCHOBI 30€peKCHHS HaIllOHATBHOTO
KOHTPOJIIO HaJ{ KaIliTAJIOM.

Transnationalization of production is a system
of stable relations between enterprises operating
in different countries for the purpose of
producing goods and making profit on the basis
of national control over the capital.

Tpancnayionansmni Kopnopauyii — 0coOJIMBOTO
BUJly KOMITaHii, BUpOOHMYA 1 TOProBa AisUIbHICTh
SIKMX BUHECEHA 32 ME)X1 HAITIOHATBHOI JICpKaBH.

Transnational corporations are companies
whose manufacturing and trading activities are
carried out beyond the state borders.

Tpyoosi pecypcu — uyacTMHA HACEJIEHHS, IO
Mae (pi3UYHUN PO3BHUTOK, PO3YMOBI 3A10HOCTI
1 3HaHHA, K1 HEOOXiHI A7 poOOTH B HApO.-
HOMY T'OCTIOJIAPCTBRI.

Labor resources refer to the part of population
that possesses physical, mental abilities and
knowledge necessary for them to work in the
national economy.

@’ouepcHi KOHmMpaKmu — yroay 1npo MOKYTKY
Yl MpoJaX BH3HAUEHOI KUIBKOCTI TOBapy
(akTUBY) Ha BHU3HAuUEHY J1aTy B MallOyTHbOMY 3a
I[IHOI0, BCTAHOBJIEHOIO B MOMEHT YKJIaJIJaHHS
YTOMIH.

Futures contracts are agreements on the
purchase or sale of a fixed quantity of a product
(asset) at a specified date in the future at a price
set as of the date when the agreement is
concluded.

@axmopunz — npundanHs GaHkoM abo creri-
QJTI30BaHOI0 (PaKTOPHHTOBOIO KOMIIAHIEIO MpaBa
BUMOTH I[0JI0 BUILIAT 32 (DiHAHCOBUMH 3000B sI-
3aHHAMH 37e0ibImoro y ¢opmi ae6iTopchKux
PaxyHKIB 3a IMOCTAaBJICHI TOBAPH UM MOCITYTH.

Factoring refers to the right of claim under
financial liabilities, mostly in the form of
accounts receivable for supplied goods or
services, acquired by a bank or a specialized
factoring company.

@panyaiizunz — popma CmiBIpaIi MiK FOpHU-
JMYHO Ta (PIHAHCOBO HE3AIC)KHUMHU CTOPOHAMHU
(kommaHissME  Ta/ab0  (GI3MYHEMH  0CO0aMM),
B paMKax SIKOi oJlHa cTopoHa ((paHuaiizep), 1o
BOJIOJII€ YCIIITHAM OIi3HECOM, BiJJOMOIO TOPIO-
BOIO MapKOI, HOY-Xay, KOMEPIIIHHUMHU TaEMHH-
IPIMU, pENyTaIli€l0 Ta IHIIMMHA HeMaTepiaib-
HUMH AaKTUBaMH, JIO3BOJIAE€ IHINNA CTOPOHI
(bpanHgaiizi) KOpHCTYBATHCS III€I0 CUCTEMOIO Ha
TICBHUX YMOBAX.

Franchising refers to cooperation between
legally and financially independent parties
(companies and/or individuals), where one
party (franchisor) which runs a successful
business, owns a well-known trademark,
know-how, trade secrets, goodwill and other
intangible assets, grants the other party
(franchisee) the right to use the system under
certain conditions.

Xeoocysanna — oniepallisi 0 CTPaXyBaHHIO Bij
pU3UKY 3MIHM BapTOCTI IIHHUX ManepiB
IUIIXOM CKJIQJaHHS YTOAM YYaCHHKOM DPUHKY
JIBOX HPOTHUJICKHUX YIOA, B OJHIM 3 SKHUX BiH
BUTpAaE BiJg 3MiHM iX BaprocTi, B IHIINH —
porpae, 3BOASYM Yy Takui crocid ¢iHaHCOBI
PU3UKK O MiHIMyMY 3a PaxyHOK B3a€MHOTO
NOTallleHHsI BUTPAIly Ta IpOrpamnry.

Hedging is insurance against the risk of
changes in the value of securities which
requires a market agent to conclude two
contrary agreements, under one of them the
agent benefits from the change in value, under
the other he/she loses which minimizes
financial risks through offset of the profit and
loss.

Axkicmb dcummsa — TOKA3HUK 3a70BOJICHHS
MaTepialbHUX 1 KyJIbTypHHUX TOTpeOd Iroaei.
Omintoetbest 3a Meroaukoro OOH iHzexcom
PO3BUTKY JtoJickkoro norenuiany (IPJII).

Quality of life is a parameter which determines
the degree of satisfaction of material and
cultural needs. It is estimated according to the
UN Human Development Index (HDI).

Apmapok — onHa 3 HopM MIKHAPOTHOT TOPTIBII,
0 € TOPriBICI0 3a 3pa3KaMH, OIMCAMH,
Karajoramu (ToBap, SK MPABUJIO, BIICYTHIN).

Fair is one of the forms of foreign trade which
deals with samples, descriptions, catalogs
(mostly not goods).






