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Introduction. Since Ukraine's independence the
guestion of the country’s accession to the EU hasbecome
a burning issue and won its supporters and opponents.
Most political parties of Ukraine have madethisissuethe
subject of political speculationsto win the votes. The EU
officialsalso hold controversial opinionson theissueand
many arerel uctant to see Ukraine among the EU members.

Whatever the opinions of the Ukrainian society about
the accession to the EU are, Ukraine’s aspirations were
legally declared on July 1, 2010 in the Law of Ukraine
“On the Basis of the Domestic and Foreign Policy of
Ukraine”. Article 11 says that this country aims at
acquiring a full membership in the EU. While Ukraine
spoke about obtai ning the EU membership, thelatter most
of the time tried to avoid this possibility [1]. Let us see
what attracts Ukraine to the EU.

In the experts’ opinion, the most attractive benefits
for Ukraine are:

» People, goods, services and capital can freely
move across borders within European Union.

« Anlnternal market creates pressuresof competition
which stimulatesinnovation.

¢ Membershipinthe EU allowsmake cross-border
mergers and acquisitions possibleto improve the business.

Being aware of these and other benefits, we applied
macroeconomic analysis to trace how these benefits are
experienced in chosen the EU Member States. Poland,
Bulgaria, Romania, Latvia and Estonia were chosen for
comparison because of their close geographical location
and their common socialist past. The choice of indicators
for the data analysis was determined by the approaches
applied by the European Commission in its Annual
Reports.

Data Analysis

Basing on data collected from the European
Commission and EBRD databases and using comparative
and dynamic data analysis we tried to describe the
economic situation in the European Union Member States
and Ukraine in the period of 2000 — 2009 by means of
macroeconomic indicatorsal oof political speculations[2].

For the data analysis, it was chosen five
macroeconomics indicators:

» Gross domestic product per capita

e External debt per capita

» Foreign direct investment per capita

e Unemployment rate

e Trade/ GDP

The choiceisdueto fact that theseindicatorsclearly
characterize economic benefits and risks of European
Union membership. In this article it is represented
indicators which reflect changes in economy of chosen
countries-members.

Data analysisis started from description of Growth
Rates of Gross Domestic product which shows living
standards in The European Union countries-members.

Table 1 demonstrates Growth Rates of GDP per
capita. As we see in the table, which represents only
selected figures from the whole table of this indicator,
Latvia achieved the maximum 1.5 growth rate for the
period of 2001 — 2009. It gives grounds to infer that
consumption and production volumes increased due to
more competitive market opportunities created by Latvia's
accession to the EU. In 2009, after the crisis of 2008,
Latvia and other Member States lost 0.3 — 0.4 points,
while Ukraine lost 0.7. This may serve as evidence that
Latvia and other Member States proved to be more
resistant to the crisis negative impact than Ukraine.

One of the reasons of such resistance to the
unstable economic situation is Single Market of the
European Union. The beneficial of single market was
estimated on the first steps of its developing. The main
problems, which were eliminated immediately, were
goods delays on the frontiers because of checks,
products conformity to different law in each Member
State, non-competitiveness of services such astransport,
telecommunications, banking and broadcasting,
restrictions on residence and risk losing social security
rightsin another Member State for citizens, which were
not employed [3].

Among different factors, which make influence on
GDP growth, there is the factor of labor input growth,
which is about a half of labor market component, where
declining in the unemployment allows make value
contribution in it [4].

Fig. 1 describes the situation with unemployment
rates. This graph shows that after accession all the new
European Union Member States witnessed the overall
improvement of unemployment rates than before. For
example, Poland in 2000 had 16.1 percent unemployment
rate, at the moment of accession the rate rose up to
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Table 1
Growth Ratesof GrossDomestic Product per capitafor 6 counties
Country 2001 2007 2008 2009
Latvia 11 15 1.2 0.8
Ukraine 12 13 13 0.6
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Fig. 1. Unemployment ratesfor 5 EU counties, %

19.0%, but in 2008 it declined to 7.1%. The same trend
can be observed in Bulgaria, where the rate dropped from
16.4% in 2000, through 6.3% in the moment of accession
to 3.6% in 2008.

Besides a number of other factors, such as
demographic factors, the minimum wage, the differences
in growth rates across sectors, unemployment insurance,
influence of trade unions, the level of taxes, influencing
the employment rate, the newly accessed EU countries
obviously benefited from the free movement of labor,
allowed by the single market.

The Single Market also has positive influence on
the trade and foreign direct investment inflow. Due to
non-barriers trade, trade volumes among Member States
have increased significantly. The single market is more
attractive for foreign investment flows and has not
complete, but strong influence on the financial services
sector.

After the European economy changes, there was
rising number of mergersand acquisitionsled to increase
in competition on national markets, which caused greater
convergence of prices for goods and services [3].

Fig. 2 demonstrates the growth of FDI per capita
in all Member States after accession. The most
representative figuresare in Bulgaria, where FDI in 2000
accounted for 122.5 US dollars, but in 2007, the year of
accession, it showed 10 time increase ($1697.8), and in

Estonia, where in 2000 FDI comprised 235.9 US dollars
per capita, in the moment of accession in 2004 it reached
516.5, but next year FDI rocketed to 1673.5. Romania
also followed the same trend: in 2000 its FDI was as low
as 52.0 US dollars per capita, while after accession in
2008 the figures went up to 435.8.

These impressive figures illustrate profound
restructuring of the European economy that was
characterized by an explosion in the number of cross-
border mergers and acquisitions which promoted an
important part of foreign direct investment flows and
which themselves multiplied as the Single Market was
implemented. It is also observed benefits such as boost
of large firms' activity volume without geographical
changes in distribution of this activity, intensification of
competition has reduced the increase in firms profit
margins in the sectors where there were important trade
barriersand convergence of pricesacross Member States
for various goods and services due to opening-up of
markets .

Such situation in the Single Market area gives
opportunitiesfor devel oping of financial services sector
and for creation favorable conditions for leading
business. In comparing with absence of the Single
Market, it is observe reducing inflation rate, higher
employment level, positive impact on convergence,
boosting of investments, increasing incomes. To
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Table 2
Dynamic of themain economicindicatorsin Ukraine

Year 2001 2007 2008 2009
Macro-
economic
indicators
Growth Rat&.s of 12 13 13 0.6
GDP per capita
Unemployment (end-
year, in per cent of 10.9 6.4 6.4 8.1
labor force)
Foreign direct
investment per capita 15.94 199.87 216 99.68
(inUSdoallarg)

conclude, undoubtedly, the macroeconomic impact of
the Single Market is positive [5].

Below it is represented the macroeconomic
indicators in Ukraine for the same period of time.

This table proves that economic situation in the
country had a tendency to improvement in the pre-crisis
years. While Growth Rates of GDP per capita showed
dow improvement, the Unemployment rate declined from
10.9 to 6.4. The most impressive figures are FDI per
capita, which rose from 15.94 to 216. Although in the
days of crisis the indicators obviously worsened, the
current sporadic figures of 2012 let us make optimistic
prognosis for further improvement.

At the same time we must admit that there would
be risks for Ukraine after accession to the EU. These
risks comprise:

« Economic country modernization to accession
might be more expensive than it expects.

» After accession, Ukraine's economic sectors
might adopt to the laws and rules of European Union,
which can negatively reflected on the economy situation.

» Thestrong competition might displace Ukraine's
products from the European market.

Obviously, the main goal for Ukraine, in the
process of development relationships with the EU, is
meeting its criteria for improving economic situation.
This fact is documented European Commission
Strategy Recommendation where it is emphasized on
the reform process through the relevance to the EU
standards [6].

For example, in Romania, after the its accession
into the EU, there was mass closure of millsand bakeries,
becauseintheopinion of the National Sanitary Veterinary
and Food Safety Authority more than 1000 bakerieswere
not relevant to the standards of hygiene and alimentary
security established by the European Commission.
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Subsequently, thissituation initiated the devel opment black
market of the bread, which caused by tax evasion [7].

Of course, existence of these and other possible
risks may cloud the country’s smooth accession to the
EU. However, the benefits appear to give more
opportunitiesfor Ukraine asafuture member of the union.

On the other hand, in the opinion of the Ukrainian
speciaiststhe European direction isbeneficial for Ukraine.
Ivan Kuras, which is Academician of NAS of Ukraine,
says that preparing to Ukraine's integration into the
European Unionis chanceto improveinvestment climate,
quality of products and economy of country. Volodymyr
Pyekhota, which is MP, head of ‘European Choice’
faction, considersthat ‘ Ukraine’'s European choice’ alows
to build democratic and civil society due to intensive
development of market economy and increase of living
standards [8].

So, the dataanalysis showsthat the European Union
Member States such asPoland, Bulgaria, Romania, Latvia
and Estonia apparently improved their macroeconomic
indicators after accession. Taking these countries as an
analogy it is possible to expect that the very aspiration of
Ukraine to join the EU may have positive effect for the
domestic economy.

Conclusion. Thus, relationships between Ukraineand
the EU have continued since 1994 when the Partnership
and Cooperation Agreement (PCA) was signed. Since that
time Ukraine has headed to the European membership and
its intentions are strong and proved by numerous
negotiationssuch asVisaliberalization dial ogue, Negotiations
of an Association Agreement( signed on 30 March 2012),
negotiations on a deep and comprehensive free trade
agreement(signed 19 July 2012). But all documents signed
demand the market economy, sustai nable development and
good governance. The European Union announced that it
recognized Ukraine as a market economy on 1 December
2005. The process of pursuing the European Union
membership and meeting theaccession criteriaisbeneficial
for Ukraine because these criteria spur motivation to
modernize the country and improve economic situation.
Taking in consideration benefits and risks, it is possible to
concludethat Ukraine' saccess on into the European Union
is more beneficial than risky.

References

1. 3akon Ykpainu “Ilpo 3acanu BHyTpIIIHBOI 1 30B-
HinHpo1 nosituku” / Binomocti BepxoBHoi Panu Yipainu
(BBP), 2010, N 40, cr. 527. 2. EnxekTpoHHuU# pecypc. —
Pexxum gocrymy @ www.ebrd.com/downloads/research/
economics'macrodatal SE12.xIs3. Communication from the
Commission to the European Parliament and Council :
The Impact And Effectiveness Of The Singlemarket, 1996
4. EUROPEAN ECONOMY: Economic Papers 354,
January 2009, p. 54. 5. Economic Papers: European

Economy European Commission Directorate-General For
Economic And Financial Affairs, European Communities,
2007, p. 29— 35. 6. A European Perspective For Ukraine-
Risks And Challenges:. “ Strategy Recommendations”, p.
12. 7. The Romania’'s Accession Into The European
Union— OpportunitiesAnd Potential Risks For The Bread
Industry, p. 105. 8. European Integration of
Ukraine As Viewed by Top Ukrainian Politicians,
Businessmen and Society Leaders, Warsaw, 2003,
p. 16, 17, 22.

OueiinikoB O. A., Kedep A. C. Buroau ta pu-
3UKHU BeTyny Ykpainu a0 €Bponeiicbkoro corosy:
MAaKPOEKOHOMIYHUH acmeKkT

B crarTi Oyino po3misiHyTO BUTOM Ta PU3MKH BCTYITY
VYkpainu 10 €BponeichKoro Coro3y Ha IIPHUKIAIi KpaiH, sKi
€ IOJIIOHNMH 32 EKOHOMIYHHUM PO3BUTKOM. BusiBiieHo BUTro-
JIM TA PUUKH T YKpaIHU MicIs BCTYIy 10 €BpONenHChKo-
T'O COFO3Y Ta MMPOAHATI30BAHO IOIAJIBIITI IEPCTICKTUBH 1HTE-
rpaitii 10 I[bOT0 MOJITHIHOTO T2 EKOHOMIYHOTO 00’ €/THAHHSI.

Kniouosi crosa: €sponeiicbkuii Coro3, aHami3 na-
HUX, TEMITH 3pOCTaHHA BaJOBOT'0 BHYTPIILIHEOTO IPOIYK-
Ty Ha Iy HaceJIeHHs, 0e3p0o0iTTA, IpsMi iHO3eMHI iHBe-
CTHIIT Ha Y1y HACEJICHHS, CIIITbHIH PHHOK.

OuneiinukoB A. A., Kedep A. C. Beirogs! u puc-
KM BeTymjieHusi Ykpaunbl B EBponeiickuii Coro3:
MAaKPOIKOHOMHYECKHE ACNEKThI

B crtaThe ObUIM paccMOTPEHBI BHITOABI U PUCKHU
BcTymuieHus: B EBpomneiickuii coio3 Ha mpuMepe CTpaH,
CXOZIHBIX 110 XapaKTepy SKOHOMMUYECKOTO Pa3BUTHUS C
HaIllUM TOCYJapCTBOM. BBIABIEHBI BBITOJIbI U PUCKH, C
KOTOPBIMU CTOJIKHETCSI YKpauHa I10CJIe BCTYIUIEHUS B
EBpomneiickuii Coto3, npoaHanu3upOBaHbl JajbHEHIIINE
MIEPCIIEKTUBBI MHTETPAIIUH C 3TUM MOJIMTUIECKUM H KO-
HOMHYECKUM 00bEITUHEHUEM.

Krouesvie cnosa: EBponeiickuii Coro3, aHaN3 TaH-
HBIX, BaJIOBOH BHYTPEHHUH POAYKT, Oe3padoTuia, mpsi-
Mbl€ HHOCTPaHHbIE MHBECTHULINH, €JUHBIIA PHIHOK.

Oleynikov A. A., Kefer A. S. Benefits and
Risks of Ukraine’'s Accession into the European
Union: Macroeconomic Aspects

In the article it is discussed the benefits and risks
of accession into the European Union on the example of
countries that are similar in economic development. It
was defined benefits and risks for Ukraine's accession
into the European Union; prospects of further integration
into this political and economic union.
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