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Yacmuna nepwa. KinrodoBi TpeHIU CTPYKTYPHUX 3MiH
y CBITOBIH eKOHOMII Ta B YKpaiHi

Y cmammi, wo cknadaemovesi 3 080X UACMUH, PO32/10A0MbCSL NUMAHHSL 00820CMpPO-
KOBUX CMPYKMYPHUX 3pYUeHb 8 eKOHOMIUL YKpaiHu Ha mAal CmpyKkmypHUX mpaHc-
opmauyili ceimogoi eKoOHOMIKU 30 OCMAHHIO ugepmb cmoaimmsi. Busgasromsbes oc-
HOBHI CMpPYKMYpPHL OUCNPONOPULi, BUKPUBAEHHSI MA iIXHI NPUUUHU, SIKI NO8'SI3AHL He
auwe 3 IHemumyuyiliHumMu HedockoHaocmsamu, a i bpakom cmpameiuHux nioxooie
00 eKOHOMIUH020 po38UMKY ma IHHOBAUIliHOI nacueHicmio. B y3zazanvHeHill gpopmi
npeocmasnieHo OCHO8HI BUKAUKU, WO 3'S8H0MmbCsi Ol HAUIOHANIbHOL eKOHOMIKU
Yy KOHmexcmi uemeepmoi NpoMUCLO80i pesonoyil, sKa po3zopmaemvcsi Yy Ceimi.
Y ubomy roHmercmi susienieHi Ceplio3Hi nepekocu 8 NONIMUUL po3sumky HAYKU,
oceimu ma iHHogauill 8 YrkpaiHi. ChOpMYAbO8AHI 20108HI NPUHUUNU, HA SIKUX MAE
6yodysamucb cmpameeiss po3eumky KpaiHU 8 YMo8ax KAPOUHANbHUX 2/1000/1bHUX
E€KOHOMIUHUX | MEXHON02IUHUX MPAHCHOPMAULL.

30ilicHeHull NOPIBHANLHUTL AHANI3 CMPYKMYPHUX 3MIH 8 €EKOHOMIUL YKpaiHu, ceimo-
8ill eKOHOMIYL 3A2A/I0M MO 8 OKpeMux 2pynax KpaiH ceimy dosooums, wio YkpaiHa
ecmynae 8 HUHIUHIO enoxy KapOUHANIbHUX 2/106a1bHUX MPpaHcopmayill 3 iCmomHo
0epopMO8aHOIO CMPYKMYPOIO eKOHOMIKU, KA 3A3HANA 3a nepiod deprkasHol He3a-
JIeXKHOCMI 0Ue8UOH020 CMPYKMYPHO20 CNPOoueHHss ma Habausunace 0o cmpykmyp-
HUX XapaKxmepucmuk MeHUL po3eUuHeHUX Kpain ceimy. Kpaina sioueHa Yy npouecu
MIKHAPOOH020 8UPOGHUYUMEA Ma O0OMIHY HA OCHO8L ACUMEmMPUUHOT MOOeni, Wo 3y-
Mo810€e nepugepiliHuill. cmamyc HAYIOHANbHOI eKoHoMIKU. IecmomHa Oegopmauisn
CMpYyKmypu eKoHOMIKU 3HAUHOK MIPOI0 3YMOBNEHA BUKPUBNEHHAMU 6A308UX CMpYK-
MYPHUX MAKPOEKOHOMIMHUX NPONOPULTL 8 EKOHOMIUL — ICHYBAHHAM 3a8uUeHol uacm-
KU NPU8amMHO020 (20/108HUM UUHOM eAIMApPHO20) CNOJKUBAHHSL I KPUMUUHO HU3bKUMU
pisHAMU THEBecmuyill 8 OCHOBHUL Kaniman. BoHU icmomHo cmpumyroms il MoOepHi-
3auilo ma MexHON02MHUL PO3BUMOK, 8U3HAUAIOMb KOHCEP8AUit0 eKOHOMIUHOL 8i0-
cmanocmi ma HU3bKUl pieeHb MIDKHAPOOHOT KOHKYPEHMOCNPOMONHOCMI.

Knwuoei cnoea: cmpykmypa eKOHOMIKU, CMPYKMYPHI 3MIHU, CMPYKMYPHI MPaHc-
opmauii, ceimoea ekoHoMiKA, cmpamezisi pO38UMKY, MEXHO02IMHUL PO38UMOK, IHHOBAWI,
yemeepma NPOMUCTIO8A PEBOSIIOUISL.

' myGnikamis migroToBnena 3a pesylIbTaTaMH IOCHIAHHIBKOro mpoekry Llemtpy Pasymxosa
"CrpykTypHi TpaHchopMmanii y CBITOBIl €KOHOMIlli: BUKIUKH Uil YKpaiHu', SKUH BHKOHYBaBCS
y 2017 p. 3a ¢inancoBoro cnpusins IIpencraBuunrsa ®onmy Ppinpixa Haymanua 3a CeobGomy
B YKpaiHi.
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GLOBAL STRUCTURAL TRANSFORMATIONS AND TRENDS
IN UKRAINIAN ECONOMY?

Part 1. Key Trends in Structural Economic Changes in the World and Ukraine

The article, which consists of two parts, discusses the issues of long-term structural
shifts in the Ukrainian economy against the background of structural transformations
in the world economy during the last quarter-century. The author reveals main struc-
tural disproportions, deformations and their causes, associated not only with institu-
tional imperfections, but also with the lack of strategic approaches to economic de-
velopment and innovative passivity. In a generalized form, the article describes the
main challenges that arise for a national economy in the context of the Fourth Indus-
trial Revolution unfolding in the world. In this context, the paper exposes the serious
imbalances in the development policy of Ukraine regarding science, education and
innovation. It formulates the main principles on which the strategically oriented de-
velopment policy of the country should be built under the conditions of cardinal global
economic and technological transformations.

Keywords: structure of the economy, structural changes, structural transformations,
world economy, development strategy, technological development, innovations, the Fourth In-
dustrial Revolution

In the course of transition to a market economy, the importance of its institu-
tional aspect, which dominated in the entire mix of the economic reform agenda,
has given birth to the principle mistake of treating the terms “structural reforms"
and "institutional transformations" as actually identical.

However, the contemporary technological changes produce so profound struc-
tural shifts in all aspects of socio-economic activities that a mere introduction of
market institutions is not sufficient to support them. Market self-regulation fails
here, affected by a lack of certainty in the operation of market parameters during
the periods of cardinal structural breakdown.

There is something naive in the persisting perceptions that mass free market
agents are able to identify and interpret correctly the innovative processes emerg-
ing due to dissemination of basically new technologies while even experts cannot
give unambiguous replies to the questions concerning possible outcomes of the
spread of certain technological innovations. That is why we should abandon the
postulated linkage of the notions "structural change" and "structural reforms" ex-
clusively to institutional environment parameters or classical macroeconomic poli-
cies. The state must influence actively the course of innovations and accelerate the
adaptation of advanced technologies to safeguard its global and regional competi-
tive advantage in the high-tech domain. It is these properties that are lacking in the
economic policies of Ukrainian governments over the entire period since 1990.

2 This publication was prepared following the results obtained within the Razumkov Centre's research
project "Structural Transformations in the World Economy: Challenges for Ukraine" performed in
2017 due to financial support of the Ukrainian regional office of the Friedrich Naumann Foundation
for Freedom (Friedrich-Naumann-Stiftungfiir die Freiheit).
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The deployment of the global processes of technological change, which move
ever more to the forefront of the worldwide economic discussions, including those
held at leading global economic forums like the World Economic Forum (WEF),
various discussion platforms within G20, and OECD?, has not merely exacerbated
extremely the issue of the structural inadequacy of Ukraine's economy. Essentially,
it makes this question existential: to be or not to be.

The factor of time begins to play a crucial role in the conditions where basi-
cally new technologies of production and business are likely to change cardinally
the global economic landscape within the next two or three decades. Passive be-
havior of the state and national business elite in such circumstances may cause
fatal outcomes, while the leading world market actors might lose their interest in
Ukraine and the country's products progressively fall out the newly emerging
global markets.

Ukrainian businessmen encounter (even if they fail to see this) a real threat of
depreciation of their capital resulting from the archaic technologies and organiza-
tional modes, and structural backwardness, which appear as direct outcomes of the
prolonged periods of inhibited and even degraded culture of innovations.

Therefore, Ukraine urgently requires a real revolution in its attitudes to the is-
sues of economic development, and an overturn in the mentality of public servants
engaged in economic regulation, whose main criterion in decision-making must be
real structural shifts aimed at the priority development of modern technologies and
respective economic activities implying them.

During the last quarter of a century, Ukraine has been able to fully adhere to the
global trend of post-industrialization that is associated with the advance develop-
ment of the tertiary (services) sector. In 1990-2016, the share of services in the
country's GDP doubled — from 30 to 59.2 percent. At the current level of this indi-
cator, Ukraine can be unequivocally associated with a group of developing coun-
tries, though not the most dynamic of them (the rapidly growing East Asian coun-
tries have already approached the level of 70 percent, while the world's average
makes 69 percent)®. At the same time, Ukraine has demonstrated an impressive
scale of the relative compression of industrial sector. Having entered into the peri-
od of state independence and market transition with a hypertrophied industrial sec-
tor amounting to almost 45 percent of the country's GDP (in 1992 it reached almost
50 percent contrasting with 30-31 percent in the European Communities), the
country suffered an abrupt fall of the industrial share in the economy. In 2015, it
landed at the 25.6 percent point (actually world's average), while the share of man-
ufacturing declined to 14 percent (below world's average). To a large extent, the
post-industrialization in Ukraine has been attributable not so to a faster growth of

® A rather popular but comprehensive description of the content of the mentioned process is provided
in the well-known book of Klaus Schwab, WEF President (Schwab 2016). This book provoked the
respective discussions at the WEF Forum in Davos in February 2016. Basic problems that arise in this
context are also covered in regular OECD reports ("OECD Science, Technology and Innovation Out-
look”, "Digital Economy Outlook"). They were also in the focus of the latest summits of G20 in
Shanghai, China (2016) and Hamburg, Germany (2017) as well as respective preparatory forums, i.e.
Think 20 in Berlin (May 2017), where the author of this paper had the opportunity to participate.

* Here and later on, cited statistical indicators are based on the World Bank's World Development
Indicators, unless otherwise noted in the text.
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the services sector (though Ukraine attained undisputable positive results in the
development of the networks of retail trade, mobile communications, computer
services and Internet) but to the accelerated de-industrialization caused by the lost
competitiveness of the economy open to foreign competition.

At the start of market transformations, Ukraine's GDP had an excessively high
share of agriculture (25.6% in 1990 and 20.4% in 1992)°. Initially, this indicator
followed an explicitly downward trend and decreased by 2007 to 7.5 percent; how-
ever later on, followed a paradoxal rapid agrarianization: already in 2015, the ag-
rosector's share in GDP jumped to 14.2%, though slightly moderated to 13.7% in
2016. This phenomenon indicates Ukraine's evolution towards less developed na-
tions (on average, with a 26-percent share of the agricultural sector in their GDP)
and heavily indebted poor countries (respectively, 27.8% of GDP in 2016). Mean-
while, the economically developed world has a miserably low share of agriculture:
the EU — 1.5 percent (2016), OECD - 1.5% (2015) and even East Asia — 5.2%
(2015), Latin America and the Caribbean — 5.6% (2016). This sort of structural
evolution in Ukraine can hardly be explained in terms of comparative advantages
of the country's economy, as even now Ukraine, according to the WTO (2017, p.
31, 112-113), does not belong to the group of leading ten exporters to global agri-
cultural and food markets (where the EU holds up a strong leadership with its 1.5%
of agrarian share in the GDP). We can rather attribute this phenomenon, first, to
a relatively low (as compared to the world level) productivity, and second, to the
stagnation of other economic sectors, while agriculture and food production be-
come economic stabilizers due to their reliance on basic needs of impoverished
population.

In the structure of Ukraine's manufacturing sector, attention should be focused
on the distorted correlation of the shares of two key industries, which are classified
by international statistics as "food, beverages and tobacco" and "machinery and
transport equipment” (Figure 1).

Among the selected countries, only Ukraine accompanied with South Africa
and Russia have the share of food sector in manufacturing higher than that of ma-
chinery and transport equipment. And while for South Africa this situation is quite
understandable, as it reflects the post-effects of the country's colonial history that
cannot be overcome within a short period of time, the Ukrainian and Russian cases,
probably, might be incorporated into students' textbooks and become a subject of
in-depth research of distortions in economic development. The rationale for this
arises from their demonstration of a specific "structural reverse™ — from the pro-
duction of machines to the production of food. Such sort of evolution, even ac-
counting for its certain positive social and economic outcomes (better satisfaction
of demand at food markets, better conditions and more stable prices of food provi-
sion for population at large, positive impact on trade balance, etc.), testifies on the
whole about the process of structural simplification, and about decrease in the po-

% It iis significant that these indicators were higher in economically underdeveloped and poor countries
with low productivity where they reached 35 percent and more, while, for instance, in the economi-
cally advanced region of the EC, they remained at 2.6-2.7% of GDP point, and even in the Latin
America and the Caribbean region (where agriculture constitutes an important part of economic activ-
ities) they rested at the level of 8.1-8.8% of GDP.
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tential of economic growth and development. The latter cannot be augmented with-
out adequate investments, and these such investments are unthinkable without ma-
chinery and equipment.
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Note. Presented here are the latest available data of international statistics: 2014 — Canada, Finland,
France, Germany, India, Korea, Rep., Spain, Italy, Russia, Singapore, Sweden, and Ukraine; 2013. —
Brazil, Poland, Switzerland, and United Kingdom; 2012 — Japan and Malaysia; 2011 — USA; 2010 —
South Africa; 2007 — China.

Figure 1. The structure of output by selected manufacturing sectors
(sector's value added as percent of value added in manufacturing)

Source: World Bank. World Development Indicators Databank.

The above-said provides grounds for a summarizing conclusion: we are wit-
nessing a process of structural simplification of the economy and its approaching
to the structural characteristics of the world's less developed countries.

It is well known that the absolute majority of national economies under globali-
zation become extremely dependent on changes in the structure of world trade. For
Ukraine, with its enhanced openness to external environment (the value of exports
to GDP has been invariably over the 50 percent mark), the structural parameters of
international exchange are of exclusively high significance.

The long-term evolution of the structure of Ukrainian exports has been parallel
to the overall structural shifts in the economy, each of these trends mutually ampli-
fying the other in this "tandem". At that, under the conditions of the lack of effi-
cient national policy aimed at implementation of structural priorities in economic
development, changes in Ukraine's export structure have served as a potent cata-
lyst of the process of structural simplification of the Ukrainian economy.

First of all, one can distinguish in the Ukrainian exports an amazing expansion
of the share of food products— from 9.2% in 2000 to 38.0% in 2015, that is, more
than fourfold within 15 years (Figure 2). This indicator is well above average indi-
cators of all country groups. And despite the fact that it is lower than respective
1995-2000 indicators of heavily indebted poor countries, in the latter case this in-
dicator is showing a downward trend while in Ukraine it is on the rise.
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* Food comprises the commodities in SITC sections 0 (food and live animals), 1 (beverages and to-
bacco), and 4 (animal and vegetable oils and fats) and SITC division 22 (oil seeds, oil nuts, and oil
kernels). Data for HIPC — 2014, not 2015.

Figure 2. Changes in the share of food in total merchandise exports (1990-2016)

Source: World Bank staff estimates through the WITS platform from the Comtrade database main-
tained by the United Nations Statistics Division.

The share of ores and metals in Ukraine's export (Figure 3) was in 2015 approxi-
mately twice as high as on average in the world and OECD countries, and was three
times higher than the EU indicator. Moreover, it is to be noted that the mentioned
indicators do not include ferrous metals and products thereof, which are in Ukraine
mostly very similar (as regards the rate of processing of raw material) to the produc-
tion of non-ferrous metals included here; therefore, the bias towards metal exporting
in Ukraine appears significantly higher than the above figure shows.
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* Ores and metals comprise the commodities in SITC sections 27 (crude fertilizer, mineralises);
28 (metalliferous ores, scrap); and 68 (non-ferrous metals). Data for HIPC — 2014, not 2015.

Figure 3. Changes in the share of ores and metals
in total merchandise exports (1990-2016)

Source: World Bank staff estimates through the WITS platform from the Comtrade database main-
tained by the United Nations Statistics Division.
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On the other side, the share of manufactures (Figure 4) has shown a durable
downward trend in Ukrainian export. In 2000-2005, it had been approaching close-
ly to the 70 percent mark (69.4%), but in the last decade declined to 50.1%. Ac-
cording to this structural indicator, Ukraine now appears considerably inferior not
only to those of EU (80.3%), OECD (75.0%) and East Asia (80.7%) but also to the
world average (72.3%). Overall, this decline combined with the rise of ores and
metals supplies testifies about a shift of Ukraine's comparative and competitive
advantages at global markets towards less sophisticated goods, with lower value
added.
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* Manufactures comprise commodities in SITC sections 5 (chemicals), 6 (basic manufactures),
7 (machinery and transport equipment), and 8 (miscellaneous manufactured goods), excluding divi-
sion 68 (non-ferrous metals).Data for HIPC — 2014, not 2015.

Figure 4. Changes in the share of manufactures
in total merchandise exports (1990-2016)

Source: World Bank staff estimates through the WITS platform from the Comtrade database main-
tained by the United Nations Statistics Division.

In this context, it is important to note indistinct dynamics in Ukraine's supplies
of high-tech commodity® groups (Figure 5 and Table 1). Their share in 2015 made
only 7.3 percent while in EU countries — 16.9%, OECD member-states — 17.7%, in
the world on average — 18.5%, and in East Asia — 24.6% (i.e. in China — 25.8%,
Rep. of Korea — 26.8%, Malaysia — 42.8%, and Singapore — 49.3%). However, one
could refer to a recent positive development in this respect: the share of high-tech
products in Ukraine's exports was lower than their share in exports of East Asian
countries by 6.4 times in 2000 and by 8.3 times in 2005, but in 2015 this gap
shrank to 3.4 times.

® International statistics treats as high-tech products those made in aerospace, pharmaceutical, com-
puter industries, electrical machinery, and scientific instruments.
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Figure 5. High-tech exports as a share of manufactured exports:
Ukraine vs. selected country groups (%)

Source: UN Comtrade database through WITS platform.

Table 1. High-tech exports as a share of manufactured exports:
Ukraine vs. selected countries (%)

Countries 1990 1992 1995 2000 2005 2010 2015 2016
Ukraine . . 3.9%* 5.2 3.7 4.3 7.3 .
Brazil 6.5 49 49 18.7 12.8 11.2 12.3 134
China . 6.4 10.4 19.0 30.8 27.5 25.5 25.0
India 3.9 4.0 5.8 6.3 5.8 7.2 7.5 7.1
South Africa . 7.0 5.7 7.0 6.7 4.6 5.9 53
Russia . . 9.7** 16.1 8.4 9.1 13.8 10.7
Japan 24.2 24.1 26.5 28.7 23.0 18.0 16.8 16.2
Canada 13.8 14.9 15.0 17.7 13.1 14.0 13.8 12.9
USA 325 32.6 30.3 33.8 29.9 20.0 19.0 20.0
Switzerland 15.6 15.9 17.1 22.2 24.2 25.3 26.8 27.1
United Kingdom 23.6 23.6 27.0 32.4 28.0 21.0 20.8 21.6
Finland 7.5 9.1 14.7 27.4 25.1 10.9 8.7 .
France 16.7 184 19.2 24.6 20.3 24.9 26.8 26.7
Germany 12.0 12.7 13.7 18.6 17.4 15.3 16.7 16.9
Italy 7.8 8.6 8.1 9.5 8.0 7.2 7.2* 75
Spain 6.7 7.4 7.3 8.0 7.3 6.4 7.1 7.0
Poland . 3.5 2.6 3.4 3.8 6.7 8.8 8.5
Sweden 12.9 13.3 16.4 22.8 16.9 13.7 14.3 14.3
Korea, Rep. 18.0 19.8 26.0 35.1 325 29.5 26.8 26.6
Malaysia 38.2 38.9 46.1 59.6 54.6 44.5 42.8 43.0
Singapore 39.9 44.8 54.1 62.8 56.9 49.9 49.3 67.4

*2014. ** 1996.
Source: UN Comtrade database through WITS platform.
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Noteworthy, the period since 2000 (which was the peak in the development of
high-tech markets within the framework of the previous Kondratiev technological
wave) has demonstrated a decline of the mentioned share in many countries that
are major producers and suppliers of high-tech manufactures. It can be explained
by the oncoming of a downward phase of the technological cycle (K-wave) when
standardized technological products begin to prevail in the market; economically
(due to reduction of costs) it is much more profitable to produce such products in
countries with lower production costs, especially regarding labor costs. This situa-
tion has predetermined the logic of off-shoring in business behavior, that is moving
of respective high-tech production facilities (which have already exhausted their
development potential) over to less developed countries. This process has had two
important outcomes: first, an overall reduction of costs in the production of high-
tech manufactures accompanied by a respective fall in the value of their exports;
second, alongside with the shrinkage of the shares of high-tech exports in techno-
logically advanced nations we can register their expansion among newly emerging
national producers with a comparative advantage in regard to wage levels. It is just
within this trend that we could find a certain increase in the shares of high-tech
exports in Ukraine, Poland, Russia, India, and especially in Vietnam, which suc-
ceeded in expanding this sort of export supplies in 2000-15 almost 57-fold (from
$684 million to $38736 million).

However, an inevitable oncoming of a new K-wave of technological devel-
opment, which is already on the threshold, is certain to bring about essential
structural changes in high-tech products commerce. Those countries that are
holding the lead in generating new technologies, even when placing production
facilities off-shore, retain in their base countries R&D centers and those produc-
tion lines, which embody the most advanced technological decisions and require
permanent scientific and qualified engineering support. At a specific develop-
ment stage, ushering in a massive transition from the fifth to the sixth technology
generation, it is these countries generating technological innovations who are to
become chief exporters of innovative products, while many of the existing off-
shore production facilities of the previous generation are doomed to contraction
or even closure. And those countries, which passively rest on the mentioned
schemes of economic development without own efforts directed at technological
advance, may well get into a trap.

The issue of the evolution of international trade in modern ICT-intensive goods
deserves here special attention. Figure 6 and Table 2 convincingly prove that this
group of manufactures represents the core of the entire category of high-tech prod-
ucts, which is a direct consequence of the role of ICT in the advance of the fifth
technological generation.

The area of East Asia & Caribbean has achieved most in developing the poten-
tial of ICT production accounting for up to % of total merchandise exports or even
more in some years’. The world's average, which reached 15% in 2000 (the year

" In China, this indicator for 2005 reached 30.7%, though later decreased to 26.6% in 2015; for Ma-
laysia these figures made 52.7% in 2000 and 30.0% in 2015, and for Singapore — 55.0% and 33.5%,
respectively.
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when ICT spread culminated), moderated to 11.1% by 2015, though even this level
looks very high. Against this background, Ukraine appears as utterly indistinct: its
ICT goods accounted for 1.5% of exports in 2000 and merely 0.8% in 2015.
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* 2015 column contains data for 2012.

Figure 6. ICT goods as a share of total goods exports:
Ukraine vs. selected country groups (%)

Source: United Nations Conference on Trade and Development's UNCTAD stat database.

Table 2. ICT goods as a share of total goods exports:
Ukraine vs. Selected countries (%)

Countries 2000 2005 2010 2015
Ukraine 1.5/2.5 0.5/4.0 1.1/3.2 0.8/4.0
Brazil 4.0/13.6 3.1/12.1 1.0/9.5 0.4/8.4
China 17.7/20.2 30.7/20.3 29.1/20.4 26.6/23.5
India 1.7/5.5 1.1/7.6 2.0/6.3 0.9/8.6
South Africa 1.6/12.3 1.2/11.1 1.2/9.2 1.4/8.8
Russia 0.4/3.7 0.2/7.8 0.2/8.5 0.8/9.1
Japan 22.7/16.2 16.9/13.5 10.7/12.0 8.5/12.8
Canada 7.6/13.1 3.9/9.1 2.8/8.4 2.1/7.1
USA 20.1/17.4 14.3/13.7 10.6/14.2 9.4/13.8
Switzerland 3.8/9.8 2.6/7.4 1.6/5.9 1.1/4.1
United Kingdom 17.5/18.7 13.5/12.9 5.8/9.5 4.1/8.3
Finland 23.6/16.6 20.3/14.3 6.4/8.2 2.5/6.9
France 10.8/11.8 6.3/8.5 4.3/7.3 4.0/6.7
Germany 8.4/11.6 7.9/115 5.1/9.2 4.7/8.4
Italy 4.4/8.8 3.1/7.1 2.2[7.7 1.9/5.2
Spain 4.7/8.5 3.7/7.2 2.2/6.7 1.3/5.0
Poland 4.1/9.3 4.0/7.9 9.6/9.8 8.1/9.8
Sweden 17.7/14.4 11.2/11.1 9.7/11.3 6.9/10.2
Korea, Rep. 34.5/21.6 30.0/15.2 21.4/11.9 21.7/14.7
Malaysia 52.7/40.9 43.4/38.0 34.0/29.8 30.0/24.0
Singapore 55.0/40.8 45.5/37.9 34.3/27.9 33.5/28.0

Source: United Nations Conference on Trade and Development's UNCTAD stat data base.
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Contemporary ICT production develops within transnationalized production
networks based on production co-operation and the formation of long chains of
value added. That is why East Asian & Pacific countries have the highest ICT
shares not only in export but also in import of goods.

Ukraine demonstrates here a low (as compared to the world's average) indicator:
only 4% of Ukrainian imports in 2015 was associated with ICT goods (no change
from the 2005 level). The reason of the chronically understated share of ICT prod-
ucts in Ukraine's imports is the country's separation from transnationalized pro-
duction networks existing in this field. This makes the national ICT product un-
competitive and predetermines its low level of export, which inevitably restricts the
overall development of ICT goods.

Modern global trends in structural evolution of international trade in services
are associated with a considerable decrease in the relative significance of transport
services. Within the period of 1990-2016, their share in total world's exports of
services decreased from 31.3% to 19.5%, and in the group of economically ad-
vanced OECD countries — from 29.0% to 17.7%. This process is caused both by
changes in the structure of world trade (the growth of high-value goods with a de-
creasing share of transportation costs in their aggregate cost) and by the rationaliza-
tion of production placement within global networks, as well as by enhancement in
the efficiency of transportation due to the spread of modern instruments of logis-
tics. Ukraine also succeeded in considerable reduction of the share of transport ser-
vices — from 73.2% in 1995 to 44.1% in 2016% nevertheless, even the reduced
Ukraine's indicator is still more than twice the average of actually all country
groups.

On the other side, the registered substantial growth of the share of insurance &
finance services appears as a direct reflection of progressing financialization of the
entire economy under globalization. In terms of the world's average, this share
doubled in 1990-2016 — from 4.3% to 8.5%, and in OECD member states — from
5.2% to 10.1%. Noteworthy, the appearance, in the countries of Latin America and
especially in the Caribbean, of a number of financial centers also caused a substan-
tial increase in the share of these services in total services exports — from 3.9% to
7.7% in 2015 (in 2016 this indicator decreased to 6.8%). Ukraine, with its unstable
and institutionally weak financial sector, falls out of this trend: this share fluctuates
in the 1-3 percent range, with a downward trend since 2010; in 2016 the indicator
made only 0.9%.

But the most important trend is associated with the transformation of the group
of computer, information and other services into the leading sector in the develop-
ment of services exports (Figure 7). In 1990, it accounted for 32.1% of the world's
aggregate commercial service exports and 33.1% in that of OECD; in 2016, these
indicators reached, respectively, 45.3% and 48.1%. In the EU, the average indica-
tor increased from 34.7% to 52.3%. But even more pronounced expansion was reg-
istered in such countries as Brazil (from 23.2% to 61.3%), China (from 18.7% to
58.7%), India (from 42.7% to 72.2%), Germany (from 37.1% to 54.6%), and

® Data for the structure of trade in services: International Monetary Fund, Balance of Payments Statis-
tics Yearbook and data files.
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France (from 37.4% to 56.1%). It should be noted that, contrary to the above men-
tioned groups of services where Ukraine has deviated far from typical aggregate
group indicators, in this area it is entirely "in trend": the share of computer, infor-
mation and other services in Ukraine's commercial service exports grew in 1995—
2016 from 17.7% to 46.2%.

Computers, communications and other services*
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* They include such activities as international telecommunications, and postal and courier services;
computer data; news-related service transactions between residents and nonresidents; construction
services; royalties and license fees; miscellaneous business, professional, and technical services; and
personal, cultural, and recreational services.

Figure 7. Computer, communications and other services as a share
of commercial service exports (%)

Source: International Monetary Fund, Balance of Payments Statistics Yearbook and data files.

The share of ICT services, which are the core of the above mentioned service
group, expanded worldwide in 1990-2016 from 20.7% to 31.4%, in OECD mem-
ber states — from 21.2% to 30.9%, EU countries — from 22.6% to 34.8%, and in
East Asian states — from 20.5% (2000) to 28.4%. In a number of countries (Ta-
ble 3) it is currently close or even above one half of total commercial service ex-
ports. It is just this sector of ICT services where Ukraine has managed to fit in the
global development trends: their share increased from 13.5% to 31.8% and reached
the world's average.

The current spread of global value chains (GVC) represents a leading and in-
creasing trend of contemporary developments in the world economy's structure®.It
is essentially a manifestation of the global spread of cooperative relations, and we
may treat it, in this sense, as a positive phenomenon. However, it is not infrequent
when it conceals certain unfavorable trends towards shaping technological depend-
ence, with turning of a national economy into an appendage of more developed
economies — technology leaders.

® Sometimes, a similar term is used — "global chains of value added".
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Table 3. ICT service exports in Ukraine and selected countries as percent

of service exports (according to balance-of-payments statistics)

Countries 1990 1992 1995 2000 2005 2010 2015 2016
Ukraine 135 8.9 7.6 17.3 31.4 31.8
Brazil . . 21.6 47.6 43.0 46.7 56.4 54.7
China 18.4 326 235 11.9 20.9 -6.1 38.2 40.4
India . . . 55.0 67.2 64.1 67.3 67.0
South Africa 9.5 75 15.4 10.3 9.8 13.2 16.9 17.5
Russia 21.8 19.3 23.7 30.4 32.1 30.8
Japan . . . 29.0 19.8 24.9 23.0 24.4
Canada 44.9 47.2 50.2 33.8 39.3 42.7 40.8 38.9
USA 14.4 15.3 15.8 18.2 19.8 22.4 22.9 23.7
Switzerland 15.7 15.5 15.9 18.4 19.8 215 29.5 28.8
United Kingdom . 26.3 25.1 30.1 304 345 35.9 34.0
Finland 32.8 36.0 42.2 42.1 32.3 39.6* 50.6 48.9
France 29.8 22.1 24.8 33.2 36.3 344 41.7 40.8
Germany 18.7 23.0 26.8 30.0 329 36.6 39.7 40.7
Italy 28.0 21.9 15.5 24.8 30.1 30.8 30.8 31.6
Spain 9.5 8.6 13.8 . . . 27.0 27.8
Poland . " 14.8 15.0 17.4 33.0 31.7 324
Sweden 14.2 14.8 18.3 38.9 38.5 46.4 45.7 46.6
Korea, Rep. 24.2 26.2 29.0 23.0 19.1 15.2 23.1 26.1
Malaysia . 38.5 194 20.2 23.6 23.1
Singapore 16.9 20.4 22.2 22.9 29.4 29.1
*2012.

Source: International Monetary Fund, Balance of Payments Statistics Yearbook and data files.

In order to evaluate the development of these processes, OECD and WTO cur-
rently make use of the data of their common TiVA (Trade in Value Added) data-
base, in particular regarding changes in the shares of intermediate products in ex-
ports and imports (Table 4).

Table 4. Inclusion in international (global) value chains:
shares of intermediate products in exports and imports
of selected countries (%)

. 2005 2010 2015
Countries - - .
exports | imports exports | imports exports | imports
North America
Canada 43.8 455 45.6 42.3 44.6 419
Mexico 38.8 60.0 35.6 59.0 39.4 57.2
USA 56.9 34.4 52.0 33.3 48.1 36.4
South America, Central America and Caribbean
Argentina 56.7 53.3 60.8 51.4 64.8 51.5
Brazil 58.2 55.0 63.3 494 52.5
Venezuela 10.7 39.9 5.8 41.2 10.0 37.4
Columbia 32.7 53.3 26.1 48.1 26.9 44.1
Nicaragua 28.1 29.8 30.1 28.3 30.4 38.7
Pery 46.3
Uruguay 385
Chile 36.0
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Continuation of Table 4

. 2005 2010 2015
Countries - - -
exports | imports exports | imports exports | imports
Europe
Austria 46.6 43.4 51.3 46.2 50.7 47.0
Belgium 49.4 475 44.0 48.3 49.5 48.1
Bulgaria 50.5 42.1 52.0 43.5 55.2 45.7
United Kingdom 41.0 38.2 39.9 37.9 47.9 39.1
Greece 41.7 33.0 34.6 28.9 32.3 30.4
Denmark 33.6 40.6 35.7 40.4 37.4 39.9
Estonia 56.0 49.6 50.5 48.0 49.1 45.0
Ireland 52.5 43.5 52.6 35.7 53.0 34.7
Spain 43.3 415 43.0 40.9 41.2 434
Italy 45.7 42.7 46.3 43.9 445 46.4
Latvia 57.0 37.7 50.3 34.9 459 33.6
Lithuania 35.3 36.4 35.5 32.1 39.1 35.6
Netherlands 35.1 33.5 33.1 31.6 35.2 33.9
Germany 47.2 46.0 46.9 47.0 44.8 47.3
Poland 49.3 51.6 46.9 49.7 45.8 49.1
Portugal 50.6 43.1 51.5 42.4 48.5 447
Romania 48.2 49.0 52.3 53.8 56.9 55.3
Slovak Republic 51.6 52.0 45.8 54.9 44.3 51.8
Slovenia 48.7 52.5 43.0 45.6 42.5 43.7
Czech Republic 56.5 55.6 51.1 545 51.3 54.2
Finland 55.1 44.3 60.8 43.3 55.7 39.5
France 42.0 414 44.6 41.8 42.4 42.7
Hungary 50.4 51.4 44.0 53.0 52.6 55.5
Croatia 39.8 38.1 42.8 39.7 46.6 40.3
Sweden 49.8 44.4 51.1 42.9 49.3 38.9
Switzerland 45.5 419 455 41.8 57.2 57.9
Turkey 38.2 52.3 45.9 50.7 45.2 50.9
CIS, including associated and former member states
Azerbaijan 6.0 53.3 1.8 54.0 3.4 51.0
Belarus 355 37.9 39.2 36.7 39.6 33.3
Armenia 48.2 39.6 58.4 40.4
Georgia 45.8 33.7 54.1 29.4 44.6 35.7
Kazakhstan 28.4 42.3 26.2 32.0 29.8 43.7
Kyrgyz Republic _ 37.3 48.1 285 61.0 37.2
Moldova 31.7 39.1 36.1 36.4 46.8 40.3
Russian Federation 25.3 21.7 20.0 32.5 27.0 40.2
Ukraine 72.5 374 39.9
Africa
Algeria 50.9 2.1 54.3
Ghana 63.1
Ethiopia
Egypt
Zambia
Zimbabwe
Kenia
Cote-d'lvoire
Mauritius . . .
Morocco 46.8 50.1 57.1 48.2 50.4 54.1
Nigeria 2.3 42.2 11.2 51.3 5.8 37.4
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End of Table 4

. 2005 2010 2015
Countries - - -
exports imports exports imports exports imports
South Africa 59.1 315 56.1 31.0 48.2 26.8
Sudan 135 58.0 15.2 40.1
Tanzania 45.5 42.1 38.3
Tunisia 33.7 58.0 39.9 57.6 43.8 57.6
Central African Republic 30.3 62.1 33.0 61.2 39.3
Middle East
Israel 64.7 52.4 46.3
Iran 8.8 48.6 13.9 49.6 17.7
Libya 435 33.7 47.9 35.6 28.5 335
United Arab Emirates 14.2 42.3 20.9 44.0 22.5 41.1
Qatar 6.3 53.6 2.3 53.2 8.4 48.4
Kuwait 4.6 32.0 5.0 41.2 6.9 37.1
Saudi Arabia 8.3 47.9 11.2 46.9 19.3 42.0
Asia, Australia and Oceania
Australia 454 34.3
Bangladesh 13.8 55.0
Vietnam 19.8 60.9
Hong Kong, China 2.8 6.0
India 53.8 495
Indonesia
China
Chinese Taipei
Korea, Republic
Malaysia
Singapore
Thailand
Philippines
Japan

[ ]indicators below 35%. [JI Indicators above 65%.
Source: Author's calculations and compilation on the basis of WTO (2017) and WTO (2016).

An analysis of the Table 4 data provides an opportunity to make the following
summarizing conclusions:

1. The absolute majority of countries, which have achieved success and stabil-
ity in their development, are characterized by a rather stable share of intermediate
products both in exports and imports — mainly within 40-60% of their gross value.
On the whole, the range of 35-65% may be regarded as a norm, and deviations
from this range may serve as an evidence of existing structural problems in the
economy or economic policy.

2. Some countries that have a rather high level of economic development and a
stable economy sometimes deviate, and occasionally even significantly, from the
mentioned range as a result of certain objective factors, such as:

a. Specific geographical location: far off countries (i.e. Australia and New
Zealand) may experience certain difficulties with inclusion into global or
macroregional value chains for reasons of economic feasibility: for them, indica-
tors of intermediate goods supplies (especially for imports) will tend to decrease.

ISSN 1605 - 7988. Ekon. prognozuvanna. 2018, 1 51



@ Cimenxo B.P.

b. A large and diversified internal market that easily provides with partners
to create efficient value chains (typical example — imports of the USA).

c. A specific position in the world trading system associated with the func-
tions of a re-export commerce center (Hong Kong, China, and United Arab
Emirates) or a crude oil international trade center (Netherlands).

d. Specialization in production of energy carriers, which are not included,
unlike the majority of raw materials, into value chains (oil- and gas-producing
Middle East countries, and Russian Federation).

3. The majority of less developed countries are characterized by instability of in-
dicators characterizing intermediate products supplies. It testifies about the lack of
stable niches in the system of international division of labor and their excessive de-
pendence on spontaneous fluctuations in international market conditions. Production
value chains of less developed nations are subject to increased vulnerability.

4. The frequency of deviations from the norm is much higher in the area of less
developed economies than in advanced economies. Here we can distinguish three
different variants, in which these deviations appear:

a. A significant decrease in the intensity of inclusion into international
(global) value chains caused by an inadequate level of development and/or eco-
nomic policy targets hindering effective inclusion into international co-
operation. These barriers tend to become lower for most countries over time
(rather indicative here is the case of Vietnam).

b. An overtly excessive intensity of inclusion into international (global) val-
ue chains caused by endeavors to accelerate economic modernization. In most
cases, it is associated with an active attraction of foreign-based transnational
(multinational) companies and shaping of favorable conditions for foreign direct
investments that stimulate the growth of the share of intermediate goods in im-
ports. Significantly, one can hardly find a case of this sort in the CIS region.

c. A noticeable overstatement of the share of intermediate goods in a coun-
try's exports may serve not only as a case of successful inclusion into interna-
tional production networks but also testify about growing technological de-
pendence on more developed partners, with a less developed participant playing
the part of a supplier of raw materials or semi-finished products used by a more
developed partner (the "center—periphery™ or "core-periphery” model). That is
why many countries with overstated shares of intermediate products in their
exports (unlike countries with high shares of such products in imports) cannot
serve as an example of effective economic development; on the contrary, it may
be an alarm signaling about possible shaping of a distorted structure of inclu-
sion into international division of labor.

Ukraine has practiced inclusion into international production patterns on the ba-
sis of a rather distorted and asymmetrical model (variant "c") where the excessive
dependence on foreign markets for semi-finished goods is not backed by adequate
inclusion into international production networks along the lines of importing.
Within the decade of 2005-2015, the share of intermediate products (semi-finished
goods) in Ukrainian exports rose up to critically high 83.9%, while the share of
intermediate products in imports (that might have fostered economic moderniza-
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tion) increased only marginally — from 37.7 to 39.9%. Taking into account the in-
ternational experience in economic development (first of all of many African coun-
tries), we may assert that such characteristics are disastrous in view of long-term
development prospects.

Generally speaking, the performed analysis of the structural parameters inherent
in the development of contemporary world system of external economic transac-
tions exposes significant changes, on which different countries react also different-
ly. The countries that go not merely "in trend" but even ahead of it may envisage
strengthening of their future position within the world economy. Those lagging be-
hind, not to mention those who ignore global mega-trends, are destined to progres-
sive weakening of their positions.

Ukraine is mostly present in the second of the mentioned groups — and this situa-
tion should be changed cardinally, if the country really hopes to implement the Eu-
ropean perspective and hold a proper place in the world economy. However, this task
requires shifts in another structural aspect of utmost importance, that is, in the struc-
tural characteristics of demand. The dynamics and structure of market demand con-
stitutes a fundamental factor of overall economic evolution and those structural shifts
that are taking place in the economy. No nationwide or international development
plans or programs, no budget subsidies or direct financial infusions in the economy
can achieve an effect on the evolution of an economic structure comparable with that
of shifts in the structure of market demand. That is why we can affirm that precondi-
tions for a qualitative rise of a national economy, likewise for a possible economic
decline, are shaped primarily in the domain of public demand.

First of all, contrary to widespread views that modern world economy is orien-
tated mainly at expanding consumption and increasing satisfaction of human needs
in various kinds of goods, the share of household final consumption as percent of
GDP in the world's total has demonstrated an amazing stability during 1990-2016,
with fluctuations around 58% in a rather narrow corridor (Figure 8).
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Figure 8. Household final consumption expenditure
as percent of GDP (1990-2016)

Source: The World Bank databank.
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In this relation, a slightly higher level of final consumption (59-61%) is charac-
teristic to advanced economies (OECD) because they have higher productivity (of
labor and capital). Naturally, we can find many considerably larger deviations
among a humber of advanced countries with specific economic models.

Outside the domain of Western developed economies, there are two really sig-
nificant cases of substantial deviation from the above mentioned worldwide param-
eters of household final consumption. One of them is represented by East Asia re-
gion where the shares of private consumption have been essentially lower — 49—
52% of GDP, which is directly determined by extremely high levels of savings and
investments. For instance, in the Republic of Korea this indicator fluctuated in
1990-2016 in the range of 49-54%, Malaysia — 44-55%, Singapore — 36-45%,
while in China it even tended downward — from 48.3% in 1990 to 37.1% in 2015
(in 2016 it grew to 39.0%).

Another "anomaly" is represented by poor and least developed countries, which
consume, seemingly in a paradoxal way, relatively much more than advanced
economies or successful developing nations: the relevant indicator for the least de-
veloped countries fluctuated in the same period in the range of 67-81% and that of
heavily indebted poor countries — 73-80%. However, there is actually no paradox
here: these countries are locked in the process of meeting basic material needs of
their poor and often rapidly growing population; they simply have no money left
for savings, and this causes a formation of a vicious circle (poverty trap) which it is
so hard to get off.

Ukraine entered its market transition with the indicator of household final con-
sumption equal to 57.1% of GDP (1990). As a result of a price shock that happened
in the initial years of the transformation, this indicator declined in 1992 to 46.0%;
however, this fall was compensated by 2005 when the country managed to attain
the normal world's average in private consumption (57.9%). From here starts a pe-
riod of really amazing growth in private consumption of Ukrainian households'’:
63.0% in 2010, and 80.0% in 2012; only afterwards can we see a certain decline to
65.3% in 2016, which took place due to a collapse of the national currency, high
inflation and an abrupt fall in real incomes.

The considerable overstatement of the share of household consumption distorts
the entire macroeconomic structure and deprives economic development of the need-
ed investment resources. The Ukrainian case has demonstrated this convincingly.

The shares of general government final consumption expenditure in the world
on average had also been extremely stable over the entire 1990s and fluctuated
within a narrow corridor slightly above the 16 percent point*’. But in the 2000s, we
can witness a certain growth of this indicator, most conspicuous in the aftermath of

10 However, the hypertrophied macro-indicator of consumption has been caused mainly by the exces-
sive private consumption of the upper segment (high-income) of the population.

11t is worth noting that we can find significant differences over some countries with regard to the
size and dynamics of the shares of general government final consumption expenditure. While the EU
average indicator for 1990-2016 was changing in the range of 19-22%, the respective indicators for
France (21-24%), Finland (20-24%) and Sweden (25-27%) were noticeably higher than those for
Germany (18-20%) or, for instance, those of Spain (16-21%) and Poland (18-19%) witnessed in
1995-2016. And in regard to Switzerland we can see an entirely "minimalist approach": the range of
11-12%.
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the 2008-09 global crisis when this indicator surged to 17.5% in 2010 and stayed at
17.1% in 2015-2016. The latter period reflected the enhanced state interference
into economy in the context of the anti-crisis measures taken. It is indicative that
for advanced OECD countries the mentioned shares are generally higher than the
world's average; they fluctuated in the 1990s in the range of 17-18%, reaching 17—
19% in the 2000s, with the climax of 19 percent happening right in the period of
the measures adopted to tackle the 2008-09 global crisis. The trend towards an in-
creased share of government consumption expenditure is also characteristic to rap-
idly growing East Asia & Pacific countries, which, prior to the well-known 1997-
98 Asian crisis, had the indicator of government consumption at the level (13—
14%) well below the world's average. But lessons derived from the crisis translated
into a much more pronounced economic role of their governments that pushed the
indicator above the 15 percent point — up to 16.2% in 2016. On the other hand, the
least developed and poor nations are characterized by generally low levels of gov-
ernment consumption, usually at 11-14%, with a persistent downward trend in the
last decades among heavily indebted countries resulting from economic liberaliza-
tion underway in this part of the world economy.

The changes in the share of government final consumption expenditure in
Ukraine has had an explicitly wave-like character, with rises and falls happening
within a rather wide range (17-21%). Overall, the Ukrainian government consumes
much more in comparison to governments of developing nations. And despite the
fact that Ukraine's respective indicators are lower than those of the countries with
socially oriented development models (characterized by enhanced levels of gov-
ernment expenditure), we should understand that in the latter case they are largely
targeted at the formation and development of human and intellectual capitals, while
in Ukraine it is primarily a container for consumption, with best opportunities for
those having access to the distribution of state budget resources and government
procurement. Therefore, in many European countries, the existing structure of gov-
ernment expenditure supports economic development, while in Ukraine, conversely,
it predominantly inhibits development by diverting public resources from develop-
ment objectives to over-consumption of the richest segments of the population.

In this context, an important peculiarity must be emphasized here: the shares of
final consumption expenditure with regard to households and government are
usually inversely correlated (at least in economically successful countries).This
means that, depending on the socio-economic model, a nation and its government
may put more emphasis either on private consumption (combined with private re-
sponsibility for the outcomes of their economic activities) or on public forms of con-
sumption performed via state budget and other financial resources at the govern-
ment's disposal (which enables implementation of various social programs and
supports inclusive development, but without any constriction of the area of private
responsibility and competition). However, if here the conjunction "and" appears in-
stead of "or", the entire structure of consumption undergoes substantial distortions, as
such a combination exists exclusively at the expense of constricted spheres of sav-
ings and capital formation, unless the latter is supported by sizeable inflows of in-
vestments from abroad. Nonetheless, the latter appears rather problematic under con-
ditions that hardly provide for the development of national capital.
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The evolution of capital formation, which is manifested by means of shares of
gross capital formation (and primarily with regard to gross fixed capital formation)
as percent of GDP, exposes distinctly the degree of a country's willingness to de-
velop and, more generally, the degree to which its government, business and socie-
ty are inclined to rank objectives of the future higher than those of the present day.

The world's average shares of gross capital formation as percent of GDP
changed in the 1990-2016 period within a narrow corridor of 24-25%, while the
share of gross fixed capital formation fluctuated in 1990-2016 within 23-24%
(World Bank’s Databank). For the advanced (OECD) countries, gross fixed capital
formation ratios are relatively lower than the world's averages and they had an ex-
plicit downward trend — from 24.4% to 20.9%, most visibly in the EU — a decrease
from 23.8% to 19.7%. This phenomenon indicates a high productivity level (in-
cluding capital productivity) in the developed world, which enables development at
a relatively lesser capital intensity. This is largely supported by innovations in the
area of logistics of production and sales as well as the availability of developed
financial markets that allow uninhibited mobilization of required amounts of capi-
tal assets. Apart of this, we may assume that the overall evolution of capital for-
mation is affected by uncertainties associated with the final stage of the fifth K-wave
and the initial phase of adaptation of new technologies of the future, most of them
still competing currently with traditional technological solutions.

In contrast with this, dynamically developing countries are characterized by ex-
tremely high levels of capital formation that are directly associated with very high
rates of savings, with their aggregate value sometimes exceeding the total of
household consumption expenditures. The most vivid example of this model is the
economy of East Asia, where the share of gross fixed capital formation was main-
tained over 1990-2016 at 29-32% or even significantly higher in some cases (in
China, the relevant 1990 indicator was equal to 24.6% but raised to 45.0% in 2010,
and remained very high in 2016 — 42.9%).

On the other hand, the least developed and the poorest countries have a low po-
tential for capital formation, although they are rather active in their endeavors to
eliminate these deficiencies. Thus, in 1990 the indicator of gross fixed capital for-
mation across the least developed countries was equal, on average, to 12.9% but in
2016 it soared to 22.8%. Heavily indebted poor countries succeeded in raising this
indicator over 19902016 from 15.4% to 25.1%.

Against this background, the evolution of capital formation in Ukraine appears
as absolutely abnormal and might be assumed as testifying about the domination of
the life credo proclaiming "aprés nous le déluge” (“after us, the flood"). In the bac-
chanalia of wasteful consumption at the top of the society, which commenced after
2005, the country's gross fixed capital formation plummeted from the point of
27.1% in 1992 to 13.5% in 2015. And only 2016 brought about certain positive
signs of recovery with its 15.1%. Ukraine actually lost the decade since 2005, hav-
ing demonstrated massive eating away of the nation's available capital that might
deserve presence in the Guinness World Records collection. This namely process
underpins the decreasing potential for economic development and pushes the
country's economy to the periphery of the world system.
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Finally, we should note that, by the values of exports and imports related to
GDP, Ukraine also appears as a problem country. In 2016, as compared to 2000,
there happened a pronounced decrease of the export to GDP ratio — from 62.4%
to 49.3%. However, the evolution of the import to GDP ratio did not make a sim-
ilar trajectory: the 2016 indicator (55.5%) was only negligibly lower than the
peak reached in 2000 (57.4%) and has been showing a distinct upward trend
since 2005. As a result, Ukraine's patterns characterizing exports and imports to
GDP ratios have been increasingly resembling those of the heavily indebted poor
countries and the least developed nations, which have permanent and sizeable
external trade deficits.

Conclusions

Ukraine enters the currently coming epoch of cardinal global transformations
with a significantly distorted economic pattern that has undergone, over the period
of state independence, obvious structural simplification and has approached struc-
tural characteristics of the less developed countries.

Ukraine has been included in international production and exchange on the ba-
sis of an asymmetric model that predetermines a peripheral status of the national
economy. The essential deformation of the economic structure has been largely
caused by the overstatement of private (mainly elite) consumption and critically
low levels of investments to augment fixed capital. They have restricted considera-
bly economic modernization and development, and preserve this country's econom-
ic backwardness and low international competitiveness.
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