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FOREIGN ECONOMIC SECURITY OF UKRAINE
IN THE CONTEXT OF NATIONAL ECONOMY OPENNESS

Abstract. Under the conditions of increasing intensity of globalization and integration processes, issues of
foreign economic security are of special importance. The level of the country’s involvement in the world economy is
considered as a basic indicator of the economic system development. Provided that comparative advantages are
effectively applied, openness serves as a factor in the development of economy and allows using advanced world
technologies and financial resources. The possibility of growth for the national economy as a whole as well as well-
being of each subject of the economic system in particular largely depend on the structure and volume of foreign
trade.

The study analyses the key approaches of various scientists to the interpretation of the economic category called
foreign economic security, assesses the degree of foreign trade openness of the national economy based on such
indicators as export quota (characterizing the level of export dependence), import quota (characterizing the level of
import dependence) and foreign economic quota (which is an indicator of economy’s openness). To assess the level
of foreign economic security, security indicators have been considered in accordance with the Methodology for
Calculating Economic Security Level. For each indicator, according to the threshold values, the state of security has
been determined and an assessment of its level change during 2011-2018 has been carried out. Since the indicators
characterizing foreign trade sphere are in a critical state, attention is paid to the analysis of foreign trade indicators of
Ukraine. The list of problems of a systemic nature has been worked out, the main threats to foreign economic
security have been identified and priority directions for its strengthening have been offered. General recommenda-
tions for creating favourable conditions for economic development in foreign trade have also been provided.

Key words: foreign economic security, integrated assessment, openness of economy, export, import, export
dependence, import dependence, threat, foreign trade.

Introduction. Ukraine’s integration into the world economy actualizes the issue of security in the
sphere of foreign economic relations, since during the period of systemic transformation of the national
economy there is insufficient protection against the influence of negative external factors. Strengthening
international economic cooperation and activation of export-import processes can act as a mechanism for
transferring the threats of the foreign economic sphere to the national economy. Over the last five years,
significant changes in foreign trade activity have taken place in Ukraine and the volume of export-import
operations has increased by 32.17%. Such changes have a multi-vector effect on the level of foreign
economic security of the country. One of the defining features of the modern economy is its high level of
openness, which is several times higher than in the developed countries. Therefore, the analysis of trends
in the foreign economic sphere, the identification of critical foreign economic security indicators and the
identification of key threats are necessary for strategic decisions concerning the development of the
national economy.

Methods. The methodological basis of the research is the general scientific methods of economics as
a science. Statistical methods and regression analysis methods have been used for empirical studies of
Ukraine’s foreign economic security indicators. In addition, general research methods such as genera-
lization and comparison have been used. The information base is made up of official materials of the State
Statistics Service of Ukraine, analytical information of the National Bank of Ukraine, as well as publica-
tions of scientists on the issues of assessment and ensuring proper level of foreign economic security.
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Analysis of recent researches and publications. The investigation of the problems of diagnosing-
state’s foreign economic security is carried out in the research papers by many foreign and domestic
scientists. Categorical interpretation of foreign economic security is covered in the works by L.I. Hryho-
rova-Berenda [1], N.P. Stuchynska [2], L.A. Yaremko [3] and others. Scientists like N.V. Arkhireiska and
L.M. Panaseiko[4], A.M. Shtangret and M.M. Karayim [5]have devoted their work to identifying threats to
Ukraine’s foreign economic security. Assessment of the level of foreign economic security as a compo-
nent of the country’s economic security is carried out in the research papers by T.O. Vlasiuk [6],
V.V. Klimchyk [7], V.I. Aranchiy [8] and others.

At the same time, taking into account the current tendencies towards exacerbation of external
challenges and threats, the issue of empirical study of changes in the index and indicators of Ukraine’s
foreign economic security in recent years remains relevant.

Statement of the problem. The purpose of the research is to consider approaches to determining the
nature of the economic category of the country’s foreign economic security; analyse the system of
indicators and assess the level of foreign economic security of Ukraine. Particular attention is paid to
finding the ways to stabilize the processes in the foreign economic sphere.

Main results of the study. The most important result of the transformation was the formation of a
market economy, open to the movement of labor, goods and capital. [14] The main normative document
that regulates monitoring the level of economic security as a whole and its individual components states
that foreign economic security is a state of conformity of foreign economic activity with national eco-
nomic interests, which ensures minimization of losses of the state from negative external economic factors
and creation of favourable conditions for economic development through its active participation in the
global division of labour [11].

The authors of the research paper [9] understand foreign economic security as foreign trade security.
It lies in the ability of the state to withstand the effects of external negative factors; minimize their losses;
actively use participation in the global division of labour to create favourable conditions for the
development of export potential and rationalization; ensure compliance of foreign trade activities with
national economic interests [9, p. 282]. The study of different scientists’ approaches to the concept of
“foreign economic security” has been carried out in [1].Based on generalization the author has offered the
following definition of the concept: foreign economic security is the ability of the state to withstand
external threats, adapt and realize its economic interests in internal and external markets creating benefits
that ensure sustainable economic growth [1, p. 41].

In most studies, foreign economic security is analyzed in terms of foreign trade. However, a broader
view of the essence of this economic category is found in the research literature. Thus, according to
V.I. Aranchiy and 1.V. Peretiatko, foreign economic security should include not only export and import,
but also currency, investment and debt security, since each of these factors has a direct impact on
Ukraine’s foreign economic security [8, p. 150].

Foreign economic security is one of the nine components (sub-indices) proposed for assessing the
level of economic security in the Methodological Guidelines for Calculating the Economic Security Level
of Ukraine [11]. This document outlines the list of indicators for assessing the state of foreign economic
security, their thresholds and the algorithm for calculating the integral index of economic security in
general.

As of 2014, Ukraine had 175 trading partner countries in the field of foreign trade in goods, and by
the end of 2015 — 158, which was the result of the unstable political and, consequently, economic situation
in the country. Over the coming years, there is a gradual expansion of trade relations, and at the end of
2019 Ukraine had 173 countries with which foreign trade agreements had been concluded. According to
the results of 11 months of 2019, foreign trade turnover amounted to 114.98 billion USD. It is worth
noting that during 2011-2018, the lowest value of foreign trade turnover was in 2016 and amounted to
75.61 billion USD. Since then, there has been a gradual increase in this indicator and deepening of the
national economy’s involvement in foreign trade.

The analysis of the degree of foreign trade openness of the national economy is made on the basis of
determining the indicators of export (characterizing the level of export dependence), import (charac-
terizing the level of import dependence) and foreign trade quota (which is an indicator of openness of the
economy). The export quota is defined as the ratio of export value to GDP of the country and characterizes
the importance of export for the economy. An increase in the export quota may indicate an increase in the
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competitiveness of domestic production and deepening of the country’s participation in the international
division of labour. The import quota is determined by the ratio of imports to GDP and characterizes the
importance of imports for the country’s economy as a whole. The importance of foreign trade relations for
the country is concluded by analysing the foreign trade quota, which is defined as the ratio of half the
amount of foreign trade turnover to GDP. The results of calculating the openness indicators for the
Ukrainian economy are shown in table 1.

Table 1 — Indicators dynamics of foreign trade openness of Ukrainian economy, 2012-2018

Years Export quota, % Import quota, % Foreign trade quota, % Coverage ratio
2012 50.9 59.3 55.1 0.8586
2013 46.9 55.4 51.1 0.8464
2014 49.2 53.2 51.2 0.9233
2015 52.8 54.8 53.8 0.9634
2016 493 55.5 52.4 0.8878
2017 47.9 543 51.1 0.8835
2018 452 53.8 49.5 0.8402

Table 1 data show that the national economy is open as it belongs to economic systems with high
value of export and import quota: during 2012-2018 the export quota ranged from 46.9 to 52.8%, import
quota — from 53.2 to 59.3%. The index of openness of the national economy in the same period ranged
from 99.0% to 110.2%, which also indicates a high level of foreign trade openness of Ukraine’s economy.
Overall, the export quota decreased by 5.7 pp during 2012-2018 — from 50.9% to 45.2%. This is because
export growth rates were lower than GDP growth rates.

The scientifically substantiated optimum value of the indicator “foreign trade quota”, in which the
country avoids significant risks from adverse fluctuations of the foreign economic environment, is 25-30%
[4, p. 41]. Considering the fact that the national economy has a commodity export structure, the decline in
foreign trade openness in 2018 should be seen as a positive signal. More and more scholars begin to use
the notion of “reasonable openness” in their research. It defines the state of the national economy, under
which the mechanisms of customs, monetary, investment, debt and budgetary policies are aimed at
achieving a proper level of national security, taking into account the structure of country’s exports and
imports, market conditions and patterns in foreign markets. The notion of competitiveness of the national
economy plays an important role, since the growth of competitiveness of economy can offset the negative
global effects.

The indicator of the level of foreign economic security is also the coverage ratio, which is defined as
the ratio of exports to imports, as a rule, within a year (should be higher than 1 for a positive foreign trade
balance). During 2012-2018 there was a steady surplus of imports over exports, which is the reason for the
negative balance of trade. The lowest import / export coverage ratio was 0.8402 in 2018.

According to the 2000-2014 study, the historical minimum of the import export coverage ratio was
set at 0.8464 in 2013 [4, p.43].

According to Methodological Guidelines for Calculating the Economic Security Level, table 2 lists
the indicators, their values and the status as of 2018.

The data in table 2 show that there are only two indicators in a satisfactory condition as of 2018 (the
share of the leading partner country in total exports of goods is 7.72% and the price index of trade
conditions at the level of 99.5%), 1 indicator is unsatisfactory, 7 indicators are in a critical condition.

Also, similar calculations of foreign economic security indicators have been made for 2011-2017.
Comparing the tables with the foreign economic security indicators of Ukraine during 2011-2018 allows
us to identify the trends that are highlighted below.

The indicator of open economy, %is in a critical condition, however, during the period under review,
there is a positive tendency to decrease. Thus, in 2011 the level of openness of the national economy was
112.94% and decreased in 2018 compared to 2011 by 13.92 pp. up to 99.02%. To move the indicator from
“critical” to “satisfactory”, it is necessary to cross the 85% mark. The finding of the above indicator in the
“critical” zone indicates a real threat of an increase in the negative balance of foreign trade. Given the
revaluation of the national currency (hryvnia has risen by 14.48% during 2019), this scenario seems
increasingly realistic.
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Table 2 — Foreign Economic Security Indicators of Ukraine, 2018

No. Indicator Indicator Indicator
value status
1 | Economy openness, % 99.02 critical
2 | The coefficient of coverage of imports by exports, times 0.840 critical
3 | Share of the leading partner country in total exports of goods, % 7.72 satisfactory
4 | Share of the leading partner country in the overall volume of imports of goods, % 14.16 unsatisfactory
5 | Share of the leading product (product group) in total exports of goods, % 24.57 critical
6 | Share of the leading product (product group) excluding energy imports in total volume of -
; 20.91 critical
imports of goods, %
7 Share of raw materials and low degree processing industry exports in total volume of 84.49 critical
exports of goods, %
The share of imports in domestic consumption, % 56.68 critical
9 | Index of trading conditions (price), % 99.5 satisfactory
10 | Transit capacity utilization of oil transport system, % 23.62 critical
11 | Transit capacity utilization of gas transport system, % 48.76 critical

The import export coverage ratio during 2011-2018 is a disincentive for the national economy, as it
does not cross mark 1. The main threats, which can be found in the import export coverage factor in the
critical area, should be attributed to the deterioration of the investment economy and the attractiveness of
the production attractiveness of domestic market. In general, the growth of this indicator in the realities of
Ukrainian economy, which increases the level of foreign economic security of the country, occurs in times
of crisis. The devaluation of the hryvnia in crisis periods causes a decrease in imports, which in turn
stimulates import substitution processes in the domestic market and has a positive effect on reducing
import dependence. According to the results of 2018, the value of the import export coverage ratio is the
minimum for the studied period and is fixed at 0.8402, which testifies to the growing import dependence
of the national economy.

The research by T.M. Melnyk and T.S. Pugachevska is devoted to the issue of import dependence of
the national economy. They state that “the structure of formation of the commodity supply of the domestic
commodity market of Ukraine as a whole testifies to significant imbalances of industrial potential and
needs of the internal market, and also reflects significant pressure from the import” [12, p. 61]. The
growth rates of imports in Ukraine’s economy are much higher than the export growth rates, which
traditionally forms a negative foreign trade balance (see table 3).

Table 3 — Dynamics of foreign trade of Ukraine during 2011-2018, billion USD

Indicator 2011 2012 2013 2014 2015 2016 2017 2018
Export of goods and services 83.65 86.52 81.72 65.44 47.86 46.01 53.87 59.14
Export growth rate, % 27.46 3.43 -5.55 -19.92 -26.86 -3.87 17.08 9.78
Import of goods and services 93.80 100.86 97.35 70.04 50.22 52.46 62.51 70.50
Import growth rate, % 34.75 7.53 -3.48 -28.05 -28.30 4.46 19.16 12.78
Balance -10.15 -14.35 -15.6 -4.61 -2.36 -6.45 -8.64 -11.37

The indicator “share of the leading partner country in total exports of goods, %” decreased from
28.97% in 2011 (condition is defined as unsatisfactory) to 7.72 in 2018 (condition is determined as
satisfactory). In general, the reduction in the share is 21.22 pp. During the period under review, the
Russian Federation remains such a “partner country”.

According to the results of 2018, the indicator “share of the leading partner country in the total
volume of imports of goods, %” was determined to be 14.16%. The improvement of the value of this
indicator during 2011-2018 is 21.68 pp. In order to move to a satisfactory condition, the threshold of 8%
must be crossed.
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The systematic decrease of this indicator shows the presence of a trend in the dynamic series, and the
relatively stable values of the chain absolute increments — its linear nature. Figure shows the dynamics of
the indicator “share of the leading partner country in total imports of goods, %’ and its trend values.
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The trend of change in the foreign economic security indicator “share of the leading partner country
in total exports of goods, % is described by a linear trend y =-3,56*¢+7185,3. The regression parameter

b =-3,56 indicates that, on average, during the period 2012-2018, the share of the leading partner country
in total exports of goods decreased by 3.56 pp.

Indicators No. 5, No. 6 and No. 7 of Table. 1 did not undergo any significant changes during the
studied period. The share of the leading product (product group) in the total export of goods ranged from
19.71% to 25.12%, the share of the leading product (product group) excluding energy imports in the total
import of goods had a variation range of 6.51 pp, the share of raw materials and the low degree processing
of industrial exports in total exports of goods in 2011 was 75.4% and by the end of 2018 increased to
84.49%. Such indicator values are explained by the low competitiveness of domestic goods in foreign
markets and their raw material orientation.

The share of imports in the domestic consumption of the country usually remains at the level of more
than 50% and the magnitude of variation of this indicator during 2011-2018 is 9.44 pp. The normative
value of the critical level of this indicator is 30%.

The next indicator, the index of terms of trade, is defined by the State Statistics Service as the ratio of
the country’s export prices to its import prices. An indicator higher than 1 or 100% illustrates
improvement in terms of trade compared to the previous year and vice versa, a factor lower than 1
indicates their deterioration. During the period under review, improvements in terms of trade were
observed in 2011 compared to 2010 at 104.1% and in 2017 compared to 2016 —101.7percentage.

The structure of export and import of services in Ukraine is dominated by transport services (more
than 50% of export volume and more than 20% of import volume). This makes the domestic structure of
export of services significantly different from the world one [13, p. 50].

To assess the level of foreign economic security of Ukraine such two indicators of transit capacity
utilization as “Transit capacity utilization of oil transport system, %’ and “Transit capacity utilization of
gas transport system, %” are used. The above indicators are considered satisfactory if the value exceeds
80%.During 2011 -2018, the level of utilization of oil transport system ranged from a minimum value of
23.64% in 2018 to a maximum of 31.7% based on the results of 2011. The minimum value of the indicator
“Transit capacity utilization of gas transport system” was fixed at 37.58% according to the results of 2015,
the maximum was 58.38% in 2011.It should be noted that in 2018, the percentage of gas transit from the
projected capacity at the output of the Ukrainian gas transport system was 48.76%. In general, these
indicators have traditionally been in a critical condition.
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Conclusions. Today, the level of foreign economic security of Ukraine remains low, which is
explained by systemic problems accumulated over the years. Indicators such as the openness of economy,
the ratio of coverage of imports by exports and the indicators characterizing the structure of export-import
transactions are in a critical condition. The problem for the national economy is the problem of the
imperfect structure of foreign trade, which is manifested by the predominance of raw materials and
primary processing goods in the structure of exports. Significant import dependence on the level of
economic security of Ukraine is also adversely affected. The high level of openness of the national
economy indicates its sensitivity to external challenges.

The key guideline for improving the level of foreign economic security today is the need to ensure
restructuring of the national economy. At the same time, high import dependence of the national economy
actualizes the issue of conducting the policy of import substitution, stimulating the development of
manufacturing industries and increasing the volume of exports of high-tech products.

The trends in the development of foreign economic security indicators identified during the study
should be the basis for finding the most effective instruments for ensuring the proper level of foreign
economic security of Ukraine.

H. A. lepnoBas, U. B. Usanosa, T. M. BopoBuk, A. 0. Pynenko
Yepkacck MEMIJIEKETTIK OM3HEC KOJUTeIKi, YKpanHa

YJITTBIK 9dKOHOMHUKAHBIH AHIBIKTBIFbl KOHTEKCIHAEI'T
YKPANHAHBIH CBIPTKbBI 9KOHOMUKAJIBIK KAYHICI3IIT'T

HN. A. lepnoBasi, U. B. UBanosa, T. M. BopoBuk, A. 10. Pyienko
UYepkacckuii Tocy1apCTBEHHBIH OM3HEC-KOJUIEK, Y KpanHa

BHEINHESKOHOMUYECKAS BE3OITACHOCTb YKPANHbBI
B KOHTEKCTE OTKPBITOCTH HAITUOHAJIBHOU 9 KOHOMUKHA

AHHOTanusi. B ycroBusX yBENWYEHHs] WHTEHCHBHOCTH TJ00AIM3al[IOHHBIX W MHTETPALOHHBIX INPOIECCOB
oco0oe 3HaueHHE MPUOOPETAIOT BOIPOCH BHEIIHEIKOHOMHYECKOH 0€30IacHOCTH. YPOBEHb BOBJICUCHHOCTH CTPAHBI
B MHUPOBYIO 3KOHOMHKY CUHMTAeTCsi 0a30BbIM IIOKa3aTesieM pPa3BUTOCTH 3KOHOMHYEcKoW cucrembl. [Ipu ycnoBun
3 (PEKTUBHOTO HCIOJIB30BAHUS CPABHUTEIBHBIX IIPEUMYIIECTB OTKPHITOCTh BBICTYNaeT (HakTopoM pa3BUTHUS
SKOHOMUKH, MTO3BOJISIET UCIIOIb30BaTh MEPEAOBbIE MUPOBBIE TEXHOJIOTHH U (prHAHCOBBIE pecypchl. OT CTPYKTYPBI U
00bEMOB BHEIIHEH TOProBIM BO MHOI'OM 33aBUCHT BO3MOXKHOCTb POCTa HAIMOHAIBHOW SKOHOMUKH B IIEJIOM M
6J1arocoCTOsSTHIE KaXKA0TO CyOBEKTa SKOHOMHYECKOH CHCTEMBI B YaCTHOCTH.

B nanHOM mCcenoBaHMM MPOBEJICH aHAIN3 KITIOYEBBIX MOJXOJ0B PA3IMYHBIX YYEHBIX K TPAKTOBKE SKOHOMHU-
YECKOW KaTeropuu "BHEITHEAKOHOMHYECKas 0€30IMacHOCTh'", OCYIIECTBIICHA OICHKA CTENCHH BHEITHETOPTOBOU OT-
KPBITOCTH HAalMOHAJBHOM SKOHOMHKM Ha OCHOBE TaKMX IOKa3aTelel, KakK JKCIIOPTHas KBOTa (XapaKkTepusyer
YPOBEHb 3KCHOPTHOH 3aBHCHMOCTH), IMIIOPTHAsI KBOTA (XapaKTEepU3yeT yPOBEHb NMIIOPTHON 3aBUCHMOCTH) M BHEII-
HETOProBasi KBOTa (SBJIAETCA MOKA3aTEJIEM OTKPBITOCTH SKOHOMHKH). [l OLIEHKM ypOBHSI BHEIIHEIKOHOMUYECKOMH
6€30IacHOCTH PacCMOTPEHBl MHIAWKATOPHI OC30MACHOCTH B COOTBETCTBHM C METOAMKON pacueTra ypOBHSI SKOHO-
MHUECKOH Ge30macHOCTH. [y KaXXI0ro MHAMKATOpa B COOTBETCTBHM C ITOPOTOBBIMH 3HAUCHUSIMH OINPEIEICHO CO-
CTOsTHME 0€30IIaCHOCTH W TPOBE/IEHa OLleHKa M3MeHeHus: ero ypoBHs B TedeHue 2011-2018 rr. [Tockonbky MHIM-
KaTOPbI, XapaKTepHU3yIOIUe BHEUIHETOPrOBYIO cepy, HaAXOAATCS B KPUTUYECKOM COCTOSIHUM YIEJICHO BHHMaHHE
aHaJIM3y II0Ka3aTeliel BHEIIHEH ToproBin YKkpauHbl. OnpenerneH nepedeHb NpodiieM CUCTEMHOTO XapakTepa, ycTa-
HOBJICHBI OCHOBHBIE YIPO3bl BHEIIHEAKOHOMHYECKOH 0€30MacHOCTH M IIPEAIOKEHBI IPUOPUTETHBIC HAIIPABICHHS €€
yKkperuieHusl. Taroke NpenocTaBieHbl OOIIMEe PEKOMEHAAMHM MO CO3JaHUI0 OaronpHsTHBIX YCIOBHH DPa3BUTHS
SKOHOMHKH B cpepe BHEUTHEH TOPTOBIIH.

Ki1roueBble c10Ba: BHEIIHEOKOHOMHYECKAs! O€30MAaCHOCTh, MHTETPAIbHAsl OLIEHKA, OTKPHITOCTh SKOHOMHKH,
9KCTIOPT, UMITOPT, 3KCIIOPTHAsI 3aBUCHMOCTh, IMITOPTHAsI 3aBUCHMOCTb, YIP03a, BHEITHETOPTOBBIH 000POT.
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