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The paper analyses international competitiveness of foreign trade of three Eastern European
countries: Belarus, Slovakia and Ukraine. For Eastern Europe trade direction moved steadily
during the transition period from the CIS countries to EU. In order to compare the development of
trade integration is important to examine the intra-industry trade (I1T). The paper provides the
comparison of Grubel-Lloyd indices for Ukraine, Slovakia and Belarus with EU and CIS countries
during the period from 1995 to 2015. To consider the technological readiness of these countries we
analyze in detail the group 7: Machinery and transport equipment. We find that a rise in intra-
industry trade is driven by the introduction of a new variety of exports. The results suggest that EU
integration have tended to demonstrate 11T grow while increasing specialization in exporting high-
technology as opposed to traditional or low technology goods.

Keywords: competitiveness, Eastern Europe, intra-industry trade, eurointegration,
technological readiness.

Introduction. During the transformation period Eastern European countries have
witnessed tremendous economic changes by moving to open markets. International trade is
a very important part of this process and reflects integration into the common market of EU
(European Union). In order to compare the development of trade integration is important to
examine the intra-industry trade (11T) of Eastern European countries within comparison of
EU and CIS (Commonwealth of Independent states) trade directions. In our study we will
analyse three Eastern European countries with quite different development trajectories:
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Belarus, Slovakia and Ukraine. Slovakia represents the EU country which demonstrates
progress in economic development. Belarus remains politically dependent on Russia and the
structure of its foreign trade is traditionally oriented to CIS countries. Ukraine is located in
between these two countries. Obviously the advantages and pitfalls of different orientations
should be carefully analysed before considering the political decisions, which have to be
well substantiated. In particular, we investigate whether Ukrainian specialization and
foreign trade are closer to Belarus or Slovakia: does country with specialization in low-tech
goods demonstrate the positive dynamics in structural shifts towards more recently
developed and high-tech products?

This study contributes to the existing empirical investigation of intra-industry trade for
East European countries. We compare the Grubel-Lloyd indices for Ukraine, Slovakia and
Belarus with EU and CIS countries during the period from 1995 to 2015 using panel data.
We calculate intra-industry trade values for 791 trade groups within SITC classification.

Analysis of recent researches and publications. Trade direction of Eastern European
countries (i.e. two-way trade within a sector or a product) moved steadily during the
transition period from former USSR countries to European Union [18]. The existing
literature on external competitiveness of foreign trade focuses on the following
implications: an economic and political relations [8, 12], awareness of investment
possibilities in the region [5, 7], stimulation of technological manufactures in export sector
[2] and so-called gravitation effect of neighboring country [9]. As for Ukraine geographical
directions of foreign trade could be the consequence of soviet time specialization [3] and the
dominance of Russia and other former soviet republics with the adjustment by the activation
of the trade with industrial and developing countries [14] which naturally occurred after
independence due to the transformation process and dramatic increase of openness [4]. In
more wide sense east-west intra-industry trade is an important factor of structural
transformation and can reflect the increase of efficiency of national economy and industrial
sector in particular [1].

Previously unsettled problem constituent. Intra-industry trade has become a
widespread first of all between developed industrial countries [11]. Many papers have
attempted to address the fundamental questions of factors determining international
competitiveness [10, 13]. However, they leave much unanswered issues in terms of East
European countries and analysis of intra-industry trade directions.

Main purpose of the article is the evaluation of trade competitiveness of Eastern
European countries using the measure of intra-industry trade for Ukraine, Slovakia and
Belarus among two groups of trade partners — 27 countries of EU and 12 of CIS.

Results and discussions. Among many politicians the high openness of the
international trade of Ukraine had been a reason for concern. The ratio of exports and
imports to GDP in Belarus and Slovakia demonstrate comparatively higher level of
international trade openness (fig 1).
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Fig. 1. Trade openness (ratio of total exports and imports to GDP)
Source: World Development Indicators

The share of export of technology-intensive manufactures in Slovakia increases as a
share of total exports, despite the stable position at exports of manufactured goods (fig 2).
Belarusian manufactured exports declines, while the share of high-skill exports shows a
growing tendency. The share of high-skill and technology-intensive manufactures in total
exports for Ukraine is declining recently.
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The measure of the level of intra-industry trade is that established by Grubel and Lloyd [6]:

T

Kkt + X ikt )= Xijkt =X jikt

ijkt =

in time t.

Xijkt + X jikt
where Xijy is defined as the exports from country i to country j in commaodity sector k

1)

Our data pertain to 255 sectors of the SITC classification (tree-digit) for the years
1995-2015 and for trade inside the two directions: the 28 countries of EU and countries of
CIS. We calculate 11T index for all sectors and after take average value of total sample.

We shall limit the description of our results to eight product groups according to
Standard International Trade Classification (SITC) Revision 3. Table 1 presents summary
statistics of sample for Ukraine. The trade with CIS records the highest IIT in groups 1, and
5-8, while with EU the mean for all groups are below 0,4. These obtained values confirm
that manufactured goods are required to increase its competitiveness.

Table 1. Descriptive statistics of the Intra-Industry Trade index (Ukraine), 1995-2015

EU-28 CIS
Sector o ia-

Mk Mean Std. Min | Max Varla Mean Std. Min | Max

ble Dev. ble Dev.
Food and live animals EuU0| 0,35 | 0,05|0,27 0,44 | CISO| 0,34 | 0,09 | 0,23 | 0,44
Beverages and tobacco EUl1 | 0,28 | 0,10 | 0,12 | 0,53 | CIS1| 0,52 | 0,20 | 0,08 | 0,76
Crude materials, inedible, | =5 | 598 | 005 [ 021|038 | ci1s2| 030 | 0,06 | 021 | 0,36
except fuels
Mineral fuels, lubricants | ;3 | 535 | 911 | 0,24 | 0,60 | CIS3| 0,31 | 0,08 | 0,17 | 0,48
and related materials
Animal and vegetable oils, | ;4 | 955 | 015 | 0,03 | 047 | CIsa| 022 | 0,13 | 0,08 | 0,47
fats and waxes
grr;%rﬂé‘t’:"sa”d related EU5 | 0,35 | 0,03 | 0,29 | 0,40 | IS5 0,54 | 0,03 | 0,50 | 0,60
Manufactured goods EU6 | 0,26 | 0,03 0,21 | 0,34 | CIS6| 0,55 | 0,04 | 0,49 | 0,62
Machinery and transport
equipment EU7 | 0,33 |0,05|0,26|0,43| CIS7| 0,51 |0,05|0,40 | 0,57
Miscellaneous
manufactured articles EuU8 | 0,37 | 0,03]0,31|0,42 | CIS8| 0,52 | 0,06 | 0,42 | 0,65

Source: authors own calculations based on UN Commodity Trade Statistics Database

The descriptive statistics of IIT index for Slovakia is shown in the table 2. Mean
results for EU direction are generally higher than for Ukraine. The mean of IIT for CIS

direction are below 0,35.
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Table 2. Descriptive statistics of the Intra-Industry Trade index (Slovakia),1995-2015

EU-28 CIS
Sector ia_ ia-

Varia Mean Std. Min | Max Varia Mean Std. Min | Max

ble Dev. ble Dev.
Food and live animals EUO | 057 | 0,05 | 051 | 065 | CISO | 0,22 | 0,09 | 0,07 | 0,35
Beverages and tobacco EuUl | 054 | 0,14 | 0,30 | 082 | CIS1 | 0,33 | 0,18 | 0,06 | 0,75
Crude materials, inedible,
except fuels EU2 | 0,46 | 0,03 | 042 | 055 | CIS2 | 0,27 | 0,07 | 0,17 | 0,43
Mineral fuels, lubricants and
related materials EU3 | 0,78 | 0,17 | 0,32 | 0,99 | CIS3 | 0,17 | 0,15 | 0,02 | 0,33
Animal and vegetable oils, fats =)y | g 69 | 0.11 | 0,36 | 0,83 | CIS4 | 0,19 | 0,24 | 0,01 | 0,93
and waxes
gr':)ed'L"C‘t’:'sand related EU5 | 0,49 | 0,05 | 0,41 | 0,57 | CIS5 | 0,21 | 0,06 | 0,14 | 0,40
Manufactured goods EU6 | 0,62 | 0,04 | 056 | 0,71 | CIS6 | 0,31 | 0,03 | 0,24 | 0,38
Machinery and transport
equipment EU7 | 0,61 | 0,06 | 0,45 | 0,69 | CIS7 | 0,25 | 0,07 | 0,16 | 0,42
Q’r't'isccli!s'a”eous manufactured | - y6 | 056 | 0,04 | 049 | 0,63 | CIs8 | 029 | 0,09 | 0,14 | 0,45

Source: authors own calculations based on UN Commodity Trade Statistics Database

Table 3 presents descriptive statistics of 1T index for Belarus. For each commodity
group the results are higher for the CIS trade direction that for the EU-28, that could be
explained by trade specialization and tight international economic relations with Russia.

Table 3. Descriptive statistics of the Intra-Industry Trade index (Belarus), 1995-2015

EU-28 CIS
Sector o —
Varia Mean Std. Min | Max Varia Mean std. Min | Max
ble Dev. ble Dev.
Food and live animals EUO | 0,22 | 0,03 | 0,45 | 0,27 | CISO | 0,33 | 0,06 | 0,24 | 0,41
Beverages and tobacco EuUl | 0,38 | 0,20 | 0,04 | 0,75 | CIS1 | 0,31 | 0,21 | 0,05 | 0,83
Crude materials, inedible, EU2 | 023 | 005 | 014|032 | c1s2| 029 | 005 | 0,21 | 0,37
except fuels
Mineral fuels, lubricants and
related matertals EU3 | 0,03 | 0,06 | 0,00 | 021 | CIS3 | 0,30 | 0,28 | 0,01 | 0,96
Animal and vegetable oils, fats - ), | 515 | 020 | 000 | 0,67 | CIs4 | 0,28 | 0,13 | 0,04 | 0,61
and waxes
g:;%?gg'sa”d related EU5 | 0,18 | 003 | 013 | 027 | CIs5 | 048 | 0,05 | 0.39 | 0,55
Manufactured goods EU6 | 0,34 | 0,03 | 031 ]| 042 | CIS6 | 053 | 0,02 | 0,50 | 0,58
Machinery and transport EU7 | 020 | 0,06 | 0,08 031 | c1s7| 052 | 004 | 045 | 061
equipment
gft'isc"l?s'a”eous manufactured | e | 040 | 0,07 | 025 | 050 | cIss | 049 | 0,10 | 0.36 | 0,65

Source: authors own calculations based on UN Commaodity Trade Statistics Database

The average IIT indices for Ukraine, Slovakia and Belarus for 1995 and 2015 years are
presented on Fig 1. Results for Belarus show close to stable dynamics in intra-industry trade
over this period towards both directions. Slovakia has the largest value of IIT with EU
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during all the period. At the same time, we an increase of IIT with CIS countries for
Slovakia since 2000. The values for Ukraine indicate a slight decrease in IIT with CIS in
2005. Concerning the IIT with EU direction since 2013 we observe a movement of trade
towards Euro-integration.
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Fig.1. IIT, all groups, total, 1995-2015
Source: authors own calculations based on UN Commodity Trade Statistics Database

To analyse the technological readiness of these countries we want to show the change
in the East-West IIT for group 7: Machinery and transport equipment. For Slovakia 1T with
EU was improving with the opposite trend to CIS direction. For Ukraine we observe the
increasing of T with EU for 1995-2000, after it decreased till 2007 and showed
fluctuations till 2013. In 2014-2015 there was an extreme increase of IIT in group 7 due
conflict with Russia that led to trade wars. Interesting that in 2009-2015 we explore the
opposite dynamics for IIT with CIS and EU. For Belarus we observe a slight decreasing of
[T in both directions and only in 2015 index increases for EU direction.
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Fig. 2. II'T of Machinery and transport equipment (SITC 7), 1995-2015
Source: authors own calculations based on UN Commodity Trade Statistics Database

Results for Belarus show relatively stable dynamics of intra-industry trade over this
period towards both directions. Slovakia had the higher values of IIT with EU than with
CIS. At the same time, we observe decrease in IIT with CIS countries for Slovakia. The
values for Ukraine are the closest to diagonal line, which indicates equal indices for the pair
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of years. This result is interesting as we expected some movements of trade towards Euro
integration [15].

Conclusions and further researches directions. We find that a rise in intra-industry
trade is driven by the introduction of a new variety of exports. The results based on a sample
of three Eastern European countries since 1995 suggest that EU integration have tended to
demonstrate 11T grow while increasing specialization in exporting high-technology as
opposed to traditional or low technology goods. To summarize, we can state that for
Slovakia the structure of IIT reflects the integration into EU. Belarus showed a small
increase in 1T that remained with CIS direction. For Ukraine we observe strong move of
the index towards EU-28 in 2014-2015 because of complete restructuring of trade structure
and reconsideration of trade partners. However the increase of IIT reflects different tracery
of integration and process of industry structural changes. In the further research we plan to
investigate the determinants of IIT for those three countries and all commodity groups.
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MI)KHAPOJHA KOHKYPEHTOCIPOMOXHICTbh KPATH CXIJTHOI €BPOIIH:
3HAUYEHHS OPIEHTALIL TOPTIBJII TA €BPOIHTEIPAILIIL
Yepkac Harauis Iropisua,
K.e.H., 0oyenm, Kagheopa mMirncHapoOHOi eKOHOMIKU,
Kuiscokuil nayionanvHuii eKOHOMIYHUIL YHigepcumem, YKpaina

Y cmammi nposodumwvcsa ananiz MidcHApOOHOI KOHKYPEHMOCNPOMONCHOCHI 308HIUHbOT
mopeieni cxionoegponelcokux Kpain: binopyci, Cnosauyunu ma Yxpainu. [na xpain Cxionoi
€sponu 6eKmMop 306HIUHLOI MOP2IGNL PYXABCs NOCMYNO0B0 8i0 KpAaiH KoIuwHbo2o Padsancbkoeco
Corw3sy oo €C. [[na moeo, wob nopisHAmMU pO36UMOK MOP208ENbHOI IHmMe2payii 8aNdCIUsUM €
0ocniodxcents 6Hympiuinbo2anysesoi mopeieni (BI'T). Y cmammi nposedeno nopiensanHs iHOeKCY
I'pybens-Jlnotioa ona Yrpainu, Cnosauwuunu ma binopyci 3 kpainamu €C ma CH/. /{na moeo, wob
OYIHUMU PiBEHb MEXHON02IYHOI 20MOBHOCMI OdemanvHiue npoananizoeano epyny 7 (Mawunu i
mpancnopmue obnaonanus). byno ecmanosneno, wo YUHHUKOM 3DOCMAHHS 8HYMPIUHbO2ATY3€601
mopeisni € ousepcugpixayis excnopmy. Ompumani pe3yibmamu 6Ka3yI0OMmMe HA me, wo inmezpayis 6
€C 3abe3neuye meHoeHYito 00 3pOCMAHHA BHYMPIUHbO2ATY3€601 MOP2i6ili, OCKINbKU NIO8UULYEMBCA
cneyianizayis 8 eKCnopmi BUCOKOMEXHOJIO2IYHUX mMOo6apié HA GIOMIHY 8I0 mMpaouyiiHUx
HU3bKOMEXHOI02TYHUX.

Knrwwuosi cnosa: xoukypenmoszoamuicmos, Cxiona €epona, 6HympiuHboeany3eea mopeieis,
€6pOIHMeE2Payia, MexXHON02IYHA 20MOBHICb.

MEXIYHAPOIHASI KOHKYPEHTOCIIOCOBHOCTHh CTPAH BOCTOYHOM
EBPOIIbI: 3B HAYEHUE OPUEHTAIIUU TOPT'OBJIM U EBPOUHTEI' PALIUN
Yeprac Haranusa Uropesna,

K.3.H., Ooyenm, Kagheopa mexcoynapooHoil IKOHOMUKU,

Kueeckuil nayuonanonulii IKOHOMUYECKUIL YHigepcumem, Ykpauna

B pabome nposeden ananuz mexncoyHapoOHOlU KOHKYPEHMOCNOCOOHOCMU GHeUHel MOp2osiu
socmounoesponetickux cmpau: benopyccuu, Cnosaxuu u Yxpaumwr. [na cmpan Bocmounou
Esponvl 6exmop mopeosnu osueancs nocmenenno om cmpat dowviguezo Cosemckozo Corwsa k EC.
s moeco, umo 6wl cpasHumev pazeumue MOP2OBOU UHMESPAYUU BANCHO UCCLEO08AMb
8Hympuompacnesyro mopeoénio. B cmamve npogedeno cpasuenue unoexca I pybena-Jlnoioa ona
Ykpaunvi, Cnosaxuu u benopyccuu co cmpanamu EC u CHI. J[ns moco, umobvl oyeHumo
MEXHONI02UYECKYIO 20MOBHOCMb Mbl COCPeOOmoyuny 6HuManue Ha epynne 7 (Mawunwvr u
mpancnopmuoe obopyoosanue). B pabome nokasano, umo pakmopom pocma enympuompaciegou
mop206nu aensaemcsa ougepcuguxayus sxcnopma. Ilonyyennvie pesynvmamol yKa3wleaom Ha mo,
ymo unmezpayus ¢ EC obecneuusaem menoenyuro Kk Hapawjusanuio 6Hympuompacieol mop2oeiu,
NOCKONIbKY NOBbIUAEMCSL CREYUATUIAYUSL 8 IKCNOPME GblCOKOMEXHONOSUYECKUX MOBAPO8 8 OMAUYUE
OM HUZKOMEXHONIO02UYECKUX.

Knwuesvie cnoea: xonxypenmocnocobrnocms, Bocmounas Eepona, enympuompacneeas
MOp2086isl, e6POUHMeSPaYUs], MEXHOI02UYECKAsl 20MOBHOCHb.



