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UKRAINE’S TRADE UNDER THE DCFTA:
A GRAVITY MODEL

The article analyses the trade performance of Ukraine under the Deep and Com-
prehensive Free Trade Area (DCFTA). The practical results of the application of the
DCFTA provisions on Ukraine's exports to the EU are presented and compares the results
of a gravity model with actual trade to determine whether Ukraine’s exports to the EU
under the DCFTA have performed as expected. The findings follow with both traditional
economic theory and ex ante models that expected a significant increase in exports overall
and above normal trade growth and yet the reality has shown the contrary suggesting such
ex ante modelling is not relevant or accurate for policy makers negotiating such agreements.
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Xennaep M. Topeoeéna Ykpaunwt ¢ pamkax YB3CT: zpasumayuonnas mooens.
B cmamve ananusupyromes mopeosvie noxazamenu Ykpauuvl 6 Yciogusx yeayOnieHHOU
u 8ceobvemmouyeti 30Hvt c6obooHol mopeosnu (YB3CT). [lpeocmasnensvt npakmuueckue pes)ib-
mamwl npumenenus nonoxcenuti YB3CT k oxcnopmy Yrpauner ¢ EC. [Iposedeno cpashe-
HUe pe3yibmamos 2pasumayiOHHOU MOOenu ¢ akmuyeckol mopeosiell, 4mobwvl onpede-
aums 611 1 sxcnopm Yrpaunwt 6 EC 6 pamkax YB3CT ocywecmenen max, Kak 0xcuoaniocs.
IHonyuennvle pe3yibmamul 0CHO8AHBL KAK HA MPAOUYUOHHOU IKOHOMUYECKOU Meopuu, max
U Ha MOOensax ex ante, CO2NACHO KOMOPbIM OICUOANOCH ZHAUUMNENbHOE VEEIUUeHUEe IKC-
nopma 8 yenom u Gvlule HOPMAIbHO20 Mop2oso2o pocma. OOHAKO peanbHOCMb NOKA3Aad
obpammoe, a, C1e008AMENbHO, MONCHO NPEONONONCUMb, YO MOOEIUPOBAHUEe ex ante He
AKMyanbHO iU He OOCMAMOYHO MOYHO O HOAUMUKOS, 8e0YWUX Nepeco8opbl N0 NOOOOHbIM
CO2NaUEeHUAM.

Kinwuesvie cnoega: nmubepann3amys TOPrOBIH, TIIyOOKas U BCEOOBEMITIOIIAS 30HA
cBOOOTHOW TOPTOBIIH, SKOHOMHUYECKHH POCT, TapuU(BI, IKCIOPT, TpedepeHIHaIbHbIE TOp-
TOBBIE COIJIAIICHNS, IPaBUTALIIOHHAS. MOJIEIb.

Background. Negotiation of an Association Agreement (AA) between EU
and Ukraine were concluded and signed in Brussels on 21 March 2014 with
provisions for the creation of a Deep and Comprehensive Free Trade Area
(DCFTA) applied from 1* January 2015. Broadly speaking, the AA opens
up the EU market by offering reduced tariff access and in parallel Ukraine
will adopt a vast range of EU legislation that will align with the rules in the
EU over the next 10 years and make it easier for business to export.
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Analysis of recent research and publications. The expectations of the EU,
Government and citizens of Ukraine was that this would bring Ukraine
closer to the EU and lead to increased exports from Ukraine to the EU market.
Most studies predicted a positive impact on Ukraine’s trade[1-7] and others
developed computable general equilibrium (CGE) models [8—11] that predicted
ex ante increases in exports of Ukraine of between 6.3 and 15 % in the short
term (measured as 1 year impact in most cases) over and above any expec-
ted export growth (table I).

Table 1
Predicted Impact of DCFTA on Ukraine’s Exports to EU
Aggregate Impact .
Author(s) Date Method of estimation (Ukraine’s Fg(l)rrnﬁira:gf
exports to EU), % p
K. Berden,
F. Smakman, 2007 . Sﬁ?ﬁﬁs}?lce g]:f;l zzhel +6.4 1 year
P. Wymenga [8] d
. Computable General
V. Sidenko [9] 2007 equilibrium (CGE) model +15 Short Term
V. Movchan, Computable General .
R. Giucei [10] 20111 ilibrium (CGE) model 6.3 Immediate
Institute for Economic Computable General
Research and Policy | 2014 omp +9.9 Immediate
. equilibrium (CGE) model
Consulting [11]
A. Kravchuk, GTAP Computable General
Z. Popovych [12] 2016 equilibrium (CGE) model 1 I year

Source: composed by the author on the results of various sources analysis.

However, exports to the EU from Ukraine have not performed as expec-
ted at an aggregate level. Ukraine’s exports to the EU initially declined after
application of DCFTA trade provision (autonomous trade preferences applied
in early 2014) with —6.7 % growth and in 2015 and increased by 3.4 %
in 2016 (calculated by the author from Eurostat data). Whilst growth in exports
to the EU was an impressive 24.7 % in 2017, Ukraine’s export growth to
EU in 2018 was a more modest 8.0 %.

To compare actual short term performance with the predicted short
term (one year impact), a smoothed data approach is used of a 3 year moving
average of trade so that the immediate trade impact of the DCFTA is ave-
rage growth between 2015-2017 for the first year after the application of
DCFTA trade provisions and 20162018 for the second year. Average growth
in Ukraine’s exports to the EU post DCFTA was only 7.6 % (2015-2017)
compared with 7.6 % (2011-2013) prior to the application of the DCFTA
showing immediately no apparent effect. Even for the second year (2016—
2018), average export growth to the EU was 12.4 %, so compared with pre
DCFTA growth, the increase in exports post DCFTA is only 4.8 %. These
are below any of the predictions of ex ante CGE models.

Indeed, immediate short term average exports post DCFTA imple-
mentation (2015-2017) were €13.8 billion compared with €14.1 billion pre
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DCFTA (2011-2013). This means that the short term (3-year average) im-
pact of the DCFTA has been a decline of 2.3 % in exports compared with
the 6.3—15.0 % expected by models.

Therefore, the aim of this paper is to examine whether the predictions
and the expectations are reasonable and thus indicated that other factors
have played a role that policy makers could investigate to "unlock" the potential
of the AA/DCFTA. If the ex-ante predictions are accurate, then it is impor-
tant for policy makers in Ukraine to analyse which other factors are cons-
training the potential of the AA/DCFTA and if addressed, could unlock trade
to the EU. Whereas, if these CGE models are not good predictors of the effects
of Ukraine’s trade under the DCFTA, and actual export performance is what
could reasonably be expected, then other policies to promote and develop
exports should be pursued.

Materials and methods. The literature on Ukraine’s export perfor-
mance to the EU under the DCFTA has preferred the use of CGE modelling.
However, gravity models are popular empirical trade devices that have been
used widely for analysing the impact of different trade policy issues on bila-
teral trade flows between different geographical entities whereas CGE models
are generally used to quantify the impact of a change in trade policy on the
countries’ welfare and the distribution of income across countries [13].

Therefore, the absence of any gravity modelling on Ukraine’s exports
with the EU under the DCFTA could mean that the CGE model approach
created higher expectations than could reasonably of mean expected given
they aim principally at welfare rather than trade gains. Gravity models have
been shown to be amongst the most empirically robust relationships in
economics [14; 15] with Disdier and Head [16] meta-analysis of 1.467 estima-
tions showing stable and accurate results. Leamer and Levinsohn [17] also con-
clude that "Some of the clearest and most robust findings in empirical economics."

Therefore, in order to confirm the expected impact of the AA/DCFTA,
a gravity model (based on pooled panel data) of countries associated with
or recently acceded to the EU was developed to compare the expected results
of these ex-ante models.

The model is based on the idea that trade between two countries, like
the gravitational force between two objects, is a function of the countries’
"mass" (in this case, population size and GDP as well as the distance bet-
ween them). Tinbergen [18] first presented the gravity model in 1962 speci-
fying that the trade between two countries is relative to their size in GDP
and distance between them, as follows:

Equation 1: Traditional Gravity Model Specification

(GDP)*. (GDPg)*P
“F DIST,z"

with coefficients a, B, { = 1.
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Despite the high level of success in gravity models explaining trade
between two countries, these models were used in a "theoretical" vacuum
until Krugman’s [19] seminal work on theory of gravity models. He theo-
rised with costs to firms and market demand to prove from an economic
perspective to derive the gravity formula. In this theory, the GDP is used as
a proxy to the traditional Ricardian comparative advantage in relation to rela-
tive production and market demands. Distance is then the proxy for trade
cost between the two countries (assuming transport being the main cost) and
therefore affects the level of trade; that is in some way this addresses the
"frictionless trade" assumption of comparative advantage.

Linnemann [20] included population as an additional measure of country
size, in what was one of the first "augmented gravity models" and it is also
common to instead specify the augmented model using per capita income, which
captures the same effects. Other economists have then specified other "trade
costs" as the denominator to assess the impact of specific policies including ave-
rage tariff rates, SPS restrictions etc. [21]. A review of the range of gravity models
including dependent variables and statistical method employed is provided by
Kepaptsoglou et al (2010) [22] for 53 studies using gravity models and the most
relevant references relating to trade agreement analysis is presented in table 2.

Fixed effect gravity models use dummies to assess trade impact of speci-
fic trade policies on trade, most commonly the impact of FTAs [23]. These
fixed effect models also have the benefit of overcoming heteroskedasticity
inherent in gravity models whereby the structural form is affected by poli-
cies such as signing an agreement or change in exchange rate regime.

In specifying and estimating the model, recommendations from Bald-
win and Taglione [24], where used to ensure better results:

1. Unobserved variables are correlated with error term (autocorrela-
tion) so pooled panel data should be used to avoid this.

2. Gravity is an expenditure equation explaining the value of spending
by one nation on the goods produced by another nation (EU) so average trade
flows include spending in the other nation so in this model, only imports
from Ukraine are used (Ukrainian exports).

3. Gravity is an expenditure function allocating nominal GDP into
nominal imports so variables are not deflated for either trade flows or GDP.

Therefore, based on the plethora of research and evidence available, a fixed
effect gravity model of EU imports from partners was developed to assess
the impact of the AA/DCFTA on Ukraine’s trade using the following specification:

Equation 2: Gravity Equation with Accession Dummy
(GDPy,,,)*. (GDP,)E. DS
vkrEy DISTyyren”

Xuigu — exports from Ukraine to the EU (measured by EU imports from Ukraine);
GDPuy, —nominal GDP of Ukraine;

GDPgy —nominal GDP of EU;

Distyreu — distance between Kiev and Berlin;

D — Dummy for Signature of Association Agreement.
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In order to estimate the model parameters, a suitable group of refe-
rence countries must be used to gather the required data to then estimate
Ukraine’s expected trade under the AA/DCFTA. This assumes that Ukraine
should export to the EU at levels similar to the exports of the reference group
used to estimate the gravity equation. Therefore, this group should be simi-
lar in nature and particularly, the dummy must reflect the AA/DCFTA flag.

However, the AA/DCFTA is a new instrument of the EU and is a new
kind of agreement. Therefore, although Ukraine is not on an accession path
the legal approximation agenda and commitments of the AA/DCFTA are closer
to "Accession terms" than any other trade agreement. For this model, the refe-
rence group used is newly acceding members of the EU from Eastern Europe.
Western Balkans was considered as these too have an Association Agree-
ment, but this seemed not appropriate as these countries are to some extent,
less integrated currently in terms of legal approximation than Ukraine.

Results. As recommended by Baldwin et al. [23] the parameters were
estimated using pooled panel data of Accession Countries’ exports to the
EU by log linear OLS regression.

Equation 3: OLS Specification of Gravity Equation

InXuvirev = Intercept + o In GDPUkr + f InGDPeu + yInDISTureu + 0D.

Initially, the resulting regression ordered the data by country and year and
produced a model with adjusted R? of 91% (goodness of fit of the equation
to actual trade), but a Durbin Watson statistic of 0.34 which suggested auto-
correlation of stochastic error (that is, the model is following its own trend rather
than modelling the dependent variables). The OLS results are given in Appendix 1.

To overcome this autocorelation, the data was reordered randomly and
re-estimated as shown in Appendix 2.

The resulting model had a high goodness of fit (R2) of 88%, and no auto-
correlation with a Durbin Watson (DW) of 2.22; with 4 dependent variables
and 102 observations, the lower and upper limits range (inconclusive) for DW
is 1.461-1.625 and 2.375-2.539.

The elasticity of the "dummy" policy variable for accession showed
the expected impact of applying the policy to increase Ukraine’s trade (through
simulation) by 53 % (difference with 2014 expected trade with and without
the dummy). This is far higher than any of the literature predicted.

Considering the similarities of the policy of accession and AA/DCFTA,
the assumption and use of acceding countries as a reference group is still
valid, but further understanding of the complexities of the agreement and
the implementation stages mean that the use of a single policy dummy to
capture the effects was perhaps too ambitious.

The AA/DCFTA has two important parts: market access through the
liberalisation in the EU of tariffs on Ukraine’s imports and; alignment with
EU business regulations (mostly technical regulations and sanitary and phyto-
sanitary measures). This is also the mechanism during accession. Whilst in
the case of the AA/DCFTA, the process of gaining market access and alig-
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ning legislation starts with the implementation of the agreement, the date of
accession of acceding countries mark the end of the process and therefore,
the accession dummy does not truly represent the AA/DCFTA. Therefore,
two dummies in the model should be examined, the date of gaining virtually
duty free market access and the beginning of the process of alignment of
business legislation to the EU (that is, the date of formal accession launch
when acceding countries start the legislative alignment process). Given that
legislative alignment and market access to the EU did not always align,
a separate dummy was used for each in the re-specified equation, D; and D2
respectively. The combined dummy of D; and D: in the simulation of Ukraine’s
trade would show the expected impact of AA/DCFTA. The accession dum-
my (D3) was still included to show the expected impact once alignment under
the DCFTA was completed (expected mostly on legislation in Title IV,
Trade after 7 years of entry into force).
AA/DCFTA on Ukraine’s trade using the following specification:

Equation 4: Augmented Gravity Model for AA/DCFTA

F— e Sy

K =
Vkr.EU DISTyprey”

Xukeu — Exports from Ukraine to the EU (measured by EU imports from Ukraine);
GDPyir — nominal GDP of Ukraine;

GDPgy—nominal GDP of EU;

Distuisu — distance between Kiev and Berlin;

D; — Dummy of virtually free market access granted by EU;

D, — Dummy for the process of legislative alignment with EU business acquis
based on commitments in international agreement;

D3 — Dummy for Signature of Association Agreement.

For the regression estimates, the following data was used for recently
acceded countries from Eastern Europe as shown in fable 3.

Table 3
Scope of Data Used for Model Estimation
Date and basis Date and basis Date of
Countrie Data Set of EU Granting of launch of Accession -
L Accession
free market Entry Negotiations
Czech Republic, .
oy Hmga | 1905208 | 9205 dekred b EU EU B St | g
Poland, Slovenia g p gy
Slovakia, 2000 official launch at
Lithuania, Latvia 1997-2008 1999 the Inter-governmental 2004
Bulgaria and Accession Conference
Romania 19972011 1999 (Brussels) [26] 2007
2000 under
the Autonomous
Croatia 1995-2013 | Trade Preferences 2005 [28] 2013
to Western
Balkans [27]

Source: composed by the author according to [25-28].
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The initial regression produced no significance for D;, policy dummy
for FTA market entry. This is because in all but a few country cases (Croatia,
Bulgaria and Romania), the timing of application of market access to EU (Dr)
and start of accession negotiations and legislative alignment (D2) were the
same. Therefore, the regression was re-run without D; and D2 would be used
as the AA/DCFTA proxy.

The regression results are presented in Appendix 3. The goodness of fit of
the results is 89 % (Adjusted R?) and the DW of 1.61 (which is within normal
limits and all t statistics are significant within 5% confidence (>2.01 with 5 df).

GDP of partner countries, and the two policy dummies are positive
and significant as expected so that as GDP in the partner country (proxy for
supply capacity) rises, so does trade and the application of agreement for mar-
ket access and approximation and completion of the process also increases
trade as market access and legislative alignment increases opportunity for
trade. The distance coefficient (proxy for trade costs) is significant and negative
as expected so that as trade costs increase, trade decreases.

Although EU GDP (proxy for demand) is significant, the sign is nega-
tive which is counter intuitive and not in line with all other models. That is,
it is expected that as partner demand (EU grows), then exports from the country
to the EU would also grow. However, it is possible for the partner country’s
GDP to have a negative effect on the value of trade [29]. For example, in an
Heckscher-Ohlin model, if all the factors of production were to expand pro-
portionately in the partner country, the partner’s per capita GDP would remain
unaffected while GDP rises. If the elasticity of foreign demand (here EU)
for the country’s exports is sufficiently low, then even though the quantity
of exports may rise, their value may decline.

The resulting gravity model was thus specified:

Equation 5: Augmented Gravity Model
InXvirzu=37.0 + 0.82InGDPui-— 1.07 InGDPry— 0.32InDIST gy + 0.57D2 + 0.61D;s.

Based on recently eastern accessions to the EU, and using the above
formulation, Ukraine’s exports to the EU under the AA/DCFTA can be simu-
lated using the D> dummy (accession process begins as proxy for AA/DCFTA
implementation) and without D> to predict trade without implementing the
AA/DCFTA. D: is then used to signal the signing of the AA/DCFTA
(the point at which improved market access is offered and Ukraine starts the
process of legislation alignment which is akin to the launch of accession
negotiations for the reference countries used to specify the model).

Ds in the EU accession gravity model is the completion of the
accession process which will only happen (equivalent) once Ukraine has
adopted the EU acquis (akin to membership) which is expected (and Ukraine
committed) to be completed only 10 years after entry into force of the
AA/DCFTA and so in the following simulation, D3 is not used.
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Table 4 shows simulated and actual trade with the EU using the gra-
vity model for acceding eastern European countries over the period imme-
diately before application of the DCFTA and immediately after (four years):

Table 4
Ukraine's Trade with EU Simulated

Year Modeé)legl{f )€(ports Atcotl:ﬁle%}%)f)gs Differential, %
2010 11.366.479.560 11.100.825.360 2.4
2011 12.149.520.251 14.651.406.648 17.1
2012 13.760.811.114 14.201.384.330 3.1

2013 13.621.804.897 13.347.435.180 2.1
2014 17.917.526.218 13.218.532.266 -35.5
2015 14.991.753.256 12.336.451.349 -21.5
2016 15.204.472.884 12.756.762.825 -19.2
2017 16.810.272.395 16.197.138.541 -3.8
2018 20.087.797.879 18.022.713.323 -11.5

Source: composed by the author according to [30].

In the above simulation, the period prior to the AA/DCFTA (2010-2012)
shows actual and forecast trade without AA/DCFTA and is a fairly good fit
in most cases except for 2011. Therefore, it would be expected that the post
AA/DCFTA model (2015-2018) should provide a good indicator of the
expected benefit of the AA/DCFTA under frictionless trade (absence of other
trade barriers).

Conclusion. In the period before the application of the DCFTA
(2010-2013), the model shows that on average, actual exports are 3.9 % higher
than expected (simulated) exports to the EU from Ukraine, suggesting that
the model is a relatively good match to explain Ukraine’s trade with EU.
However, following the implementation of the AA/DCFTA, the actual ex-
ports from Ukraine to EU is substantially lower (2015-2018) than simulated
trade with D2 activated (that is with market access the launch of programme
of alignment) at 14.8 %. Extending this to 2018, actual performance in terms
of Ukraine’s exports to the EU under the AA/DCFTA is on average 14 %
lower than would have been expected. This confirms and correlates with the
ex ante CGE models that Ukraine’s exports to the EU under the DCFTA is
much lower than expected.

Further research is therefore warranted to unpack Ukraine’s export
performance to the EU at a disaggregated level to identify specific elements
that may explain this poor performance so that policy makers may address
these and through better understanding, mitigate and enable business to take
advantage of the export opportunity. Moreover, other countries entering free
trade agreements can take a more realistic view of the expected impact of
these agreements on exports.
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Appendix 1: Gravity Model Results (Panel data in Date order)

Regression of variable XEU:

Goodness of fit statistics (XEU):

Observations 102
Sum of weights 102
DF 97
R? 0.88
Adjusted R? 0.88
MSE 0.12
RMSE 0.34
MAPE 1.21
DW 0.47
Cp 5.00
AIC -213
SBC -200
PC 0

Analysis of variance (XEU):

Source DF Sum of squares Mean squares F
Model 4 85 21 178
Error 97 11 0

Corrected Total 101 96

Computed against model Y=Mean(Y)

Model parameters (XEU):

Source Value Standard error t Pr>|t|

Intercept 4133 6.03 6.85 <0.0001
GDP 0.85 0.04 19.21 <0.0001
GDPEU -1.21 0.22 -5.45 <0.0001
Dist —0.41 0.10 —4.16 <0.0001
Accession 0.43 0.10 4.07 <0.0001

Source: composed by the author based on Eurostat data [30].
Appendix 2: Gravity Model Results (Panel data Randomised order)

Goodness of fit statistics (XEU):

Observations 102
Sum of weights 102
DF 97
R? 0.88
Adjusted R? 0.88
MSE 0.12
RMSE 0.34
MAPE 1.21
DW 2.22
Cp 5.00
AIC -213
SBC -200
PC 0

Analysis of variance (XEU):

Source DF Sum of squares Mean squares F
Model 4 85 21 178
Error 97 11 0
Corrected Total 101 96

Computed against model Y=Mean(Y)

Model parameters (XEU):

Source Value Standard error t Pr> |t
Intercept 4133 6.03 6.85 <0.0001
GDP 0.85 0.04 19.21 <0.0001
GDPEU -1.21 0.22 -5.45 <0.0001
Dist -0.41 0.10 —4.16 <0.0001
Accession 0.43 0.10 4.07 <0.0001

Source: composed by the author based on Eurostat data [30].
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Appendix 3: Augmented Gravity Model
of Acceding Eastern European Members to EU

Regression of variable XEU:

Goodness of fit statistics (XEU):

Observations 155
Sum of weights 155
DF 149
R? 0.90
Adjusted R? 0.89
MSE 0.12
RMSE 0.35
MAPE 1.26
DW 1.61
Cp 6.00
AIC —-320
SBC -302
PC 0

Analysis of variance (XEU):

Source DF Sum of squares Mean squares F
Model 5 156 31 255
Error 149 18 0
Corrected Total 154 174

Computed against model Y=Mean(Y)

Model parameters (XEU):

Source Value Standard error t Pr> |t
Intercept 37.00 5.29 6.92 <0.0001
GDP 0.82 0.04 22.56 <0.0001
GDPEU -1.07 0.19 —5.66 <0.0001
Dist -0.32 0.08 —4.03 <0.0001
D2 0.57 0.07 7.71 <0.0001
D3 0.61 0.10 6.36 <0.0001

Source: composed by the author based on Eurostat data [30].

30

REFERENCES

. Jakubiak, Magorzata & Kolesnichenko, Anna & Boyarchuk, Dmytro & Golod-

niuk, Inna (2006). Prospects for EU-Ukraine Economic Relations. CASE — Center
for Social and Economic Research [in English].

. Usenko, Olga (2007). Review of the Impact of the Ukraine-EU Free Trade Agree-

ment on Manufacturing Industries (Mechanical Engineering, Chemical and Light
Industry). The Journal of International Economic Policy [in English].

. Burakovsky, Igor & Kutsenko, Kateryna & Chukhai, Hanna & Kobylyanska,

Alla & Movchan, Veronika & Razdorozhny, Yevgen & Sysenko, Natalia (2010).
Costs and Benefits of FTA between Ukraine and the European Union. Institute
For Economic Research and Policy Consulting, Ukraine [in English].

. Petrov, Roman & Van Der Loo, Guillaume & Van Elsuwege, Peter (2015). The

EU-Ukraine Association Agreement: A New Legal Instrument of Integration Without
Membership? Kyiv-Mohyla Law and Politics Journal [in English].

. Vosta, Milan & Musiyenko, Svitlana & Abrham, Josef (2016). Ukraine-EU

Deep and Comprehensive Free Trade Area as Part of Eastern Partnership initia-
tive. Journal of International Studies[in English].

. Hoekman, Bernard (2016). Deep and Comprehensive Free Trade Agreements.

European University Institute, Italy [in English].

ISSN 1727-9313. HERALD OF KNUTE. 2019. W 6




GLOBAL ECONOMIC RELATIONS

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21

22.

23

24.

25.
26.

. Adarov, Amat (20160. Trade Effects of DCFTA: Early Results, Challenges and Poten-

tial. Vienna Institute for International Economic Studies, Vienna, Austria [in English].

. Berden, Koen & Smakman, Floor & Wymenga, Paul (2007). Trade Sustaina-

bility Impact Assessment for the FTA between the EU and Ukraine within the
Enhanced Agreement. Ecorys Ltd Netherlands [in English].

. Sidenko, Volodymyr (2007). EU-Ukraine Relations in the Context of a Possible

Free Trade Agreement. EU Working Papers[in English].

Movchan, Veronika & Giucci, Ricardo (2011). Quantitative Assessment of Ukraine’s
Regional Integration Options: DCFTA with European Union vs. Customs Union
with Russia, Belarus and Kazakhstan. German Advisory Group Institute for
Economic Research and Policy Consulting [in English].

Institute for Economic Research and Policy Consulting (2014). Consequences
of the creation of in-depth and Comprehensive Free Trade Area between Ukraine
and the EU, Institute for Economic Research and Policy Consulting [in English].
Kravchuk, Alexander & Popovych, Zakhar. The expected impact of the EU-
Ukraine Association Agreement. Transnational Institute, Amsterdam; Rosa Luxem-
bourg Stiftung, Brussels; Center of Social and Labor Research, Kiev, 2016 [in English].
Ivus, Olena & Aaron L. Strong (2007). Modeling Approaches to the Analysis of
Trade Policy: Computable General Equilibrium and Gravity Models [in English].
Chaney, Thomas (2011). The Gravity Equation in International Trade: An Expla-
nation. University of Chicago Press [in English].

Anderson, James E. (2011). The Gravity Model. Annual Review of Economics.
(Vol. 3) [in English].

Disdier, Anne-Célia & Keith Head (2008). The Puzzling Persistence of the Distance
Effect on Bilateral Trade. Review of Economics and Statistics, 90(1): 37-48 [in English].
Levinsohn, James & Leamer, Edward E. (1995). International Trade Theory:
The Evidence, Handbook of International Economics [in English].

Tinbergen, Jan (1962). An Analysis of World Trade Flows. Shaping the World
Economy. New York, NY: Twentieth Century Fund [in English].

Krugman, Paul (1980). Scale Economies, Product Differentiation, and the Patterns
of Trade. American Economic Review, 70(5), 950-59 [in English].

Linnemann, H. (1966). An Econometric Study of International Trade Flows.
Amsterdam [in English].

. Yotov, Yoto V., Piermartini, Roberta, Monteiro, José-Antonio & Larch, Mario (2016).

Advantaged Guide to Trade Policy Analysis: Structural Gravity Models. United
Nations and World Trade Organisation [in English].

Kepaptsoglou, Konstantinos, Karlaftis, Matthew G. & Tsamboulas, Dimitrios (2010).
The gravity model specification for modeling international trade flows and free
trade agreement effects: a 10-year review of empirical studies. The Open Eco-
nomics Journal [in English].

. Tansey, Michael & S. Hanson, Thomas (2011). The Gravity Model of Trade Applied

to Developing Countries. Southern Business & Economic Journal [in English].
Baldwin, Richard & Taglioni, Daria (2006). Gravity for Dummies and Dum-
mies for Gravity Equations. NBER Working Paper ,12516 [in English].
Retrieved from http://europa.cu/rapid/press-release 1P-94-1150 en.htm [in English].
Retrieved from https://www.touteleurope.eu/actualite/10th-anniversary-of-the-
start-of-bulgaria-s-accession-negotiations-with-the-eu.html [in English].

ISSN 1727-9313. HERALD OF KNUTE. 2019. W 6 31




GLOBAL ECONOMIC RELATIONS

27. Retrieved from  http://europa.eu/rapid/press-release IP-10-173 en.htm?locale=en
[in English].

28. Retrieved from https://ec.europa.eu/neighbourhood-enlargement/countries/detailed-
country-information/croatia_en [in English].

29. WORLD BANK (2003). A gravity model of China’s imports from the rest of
East Asia. Asia Annual Review, World Bank [in English].

30. Retrieved from https://ec.europa.cu/eurostat/data/database [in English].

The article submitted to editor’s office on 11.11.2019.

Xennaep M. Topziensa Ykpainu 6 pamxax IIB3BT: epasimauiiina mooens.

Ilocmanoeka npoonemu. Ilionucanns Y2o00u npo acoyiayiro misic Yepainoro ma €C
21 bepesna 2014 p. nepedbauae cmeopeHHs: No2IUOAEHOI Ma 8CEOXONIOIYOT 30HU BLIbHOT
mopeieni (IIB3BT). ¥V wupoxomy ceuci ys yeooa mae giokpumu oocmyn YKpaini 00 punky
kpain €C. Boonouac, ye nepedbayac, wo Yxpaina mae cxeanumu HU3KY 3aKOHI8, AKi 0y0ymb
y320001cy8amucs 3 npasuiamu eeoenns oiznecy 6 €C i cnpusmumyms ekcnopmy.

Ananiz ocmannix 0ocnioxncens i nyonikayiil noxazas, wo NONpu HAsIBHICMb OKpe-
MUX HAYKOBUX OOPODOK, 3ANUMAEMbCS HEe 8UEHEHOT0 0eMAbHO NPOOIeMd MO2o, HACKLIbKU
006IpyHmMOoGanuMU OyIU NPOSHO3U WOO0 3MIHU NOMEHYIALy po36umKy mopeieni Ykpainu
3 €C 3a ymoeu IIB3BT, 3pobaeni na 0cHO8I mpaduyitiHoi ekoHOMIuHOI meopii ma mooenell.

Memotro cmammi € nepegipka 0OIPYHMOBAHOCMI MA OOCHOGIPHOCMI NPOCHO3I8 U000
poszsumky mopeieni Yrpainu 3 €C 3a ymosu IIB3BT na ocHogi epasimayiiinux moderetl,
A MAKOHC HAOAHHS PEKOMEHOAYI W00 X 8PAXYBAHHS Y MeNCaX NIONUCAHHS NOOIOHUX V200.

Mamepianu ma memoou. Y 0ocniosicenHi BUKOPUCIAHO 2pasimayitini Mooer, y m.4. MoOeib,
Wo 3ACHOB8AHA HA OAHUX 38e0eHUX nauenel Kpain, acoyitiosanux abo Hewooa8HO NpUco-
nanux 0o €C. 3a ocno8y 63amo npunyweHus, uwo xoua Ykpaina noku He cmoimo Ha WXy
ocmamounoeo npuedHanis 00 €C, ons euguenns it cumyayii HaubLbULe RIOXOOUMb MOOeb,
de 3acmocosyemucs peghepenmua epyna Hogonpueonanux unenie €C 3i Cxionoi €gponu.

Pezynomamu  docnioscennna. Ha ocHogi ananizy NOKA3HUKIE 306HIWHBLOI MOp2ieni
Yxpainu y mescax noenubnenoi ma eceoxoniroouoi 301U 8LIbHOI MOP2IGNi NPe3eHmMOB8aHO NPax-
muyni pesynemamu 3acmocysarts nonodcerv IB3BT 6 excnopmi Yipainu 0o €C. [Iposedeno
NOPIGHAHHS Pe3yIbIMAmMie Mopeieii, o SUIHAYEHI I3 3ACMOCYBAHHAM 2pAIMAYIiHUX Mooderell,
ma akmuuni NOKA3HUKU mopeieni. Pezynsmamu yb0o2o nOPIGHsAHHSL C8I0Uamb, W0 NPOSHO3HI
OaHi, AKI 6a3y8anucsa Ha MPAOUYILIHILL eKOHOMIUHIN Meopii ma MoOenax i nepeddbauany cymmege
3POCMAHHA eKCNOPNTY 302alIOM, Y PeaiibHitl cumyayii He cnpagounucs y nosuomy oocazy. Ocmanne
MAKOAHC CIMAI0 CEIOUEHHAM MO20, WO Y YUX MOOEISIX He Opauch 00 yeazu 000amKo6i YUHHUKU,
SKL MO2TU 3a640UMU 3DOCMAHHIO MOP2IeNi. 3anponoHosano pekomeHoayil 0k ROJIMUKIE, 5Ki
bepymo yuacmo y nepemosax uwjo0o yKiaoants nooibnux yeoo. Hazonoweno, wo epasimayiiine
MOOENIOBAHHSA He 3a8i#COU 0aE OOCHAMHbLO MOYHI Pe3yIbmanmu.

Bucnoexku. YV 2010-2013 pp. (0o 3anposaodoicenna I[IB3BT) epasimayitina modens
nokasana, wo 8 cepedHbomy ghakmuynul excnopm Ha 3.9 % nepesuuyyeas ouikyeanuil (imimo-
sanuti) excnopm oo €C 3 Vxpainu. Ile dano 3moey npunycmumu, wo mooenb NOPIGHAHO
0obpe nioxooums 0ns onucy mopeieni Ykpainu 3 €C. Oonak nicisa énpogadxcents [IB3BT
(2015-2018 pp.) paxmuunui excnopm 3 Yrpainu oo €C cmag Hudcuum, Hidxe 0y10 3mo0e-
avosano: 30kpema, y 2018 p. ye sioxunenns cmanosuno 14 % nopieHAHO 3 OUIKY8AHUM.

THooanvwi 0ocnioxcenus moxcymo 6ymu npuceadeni oemanizayii aHanisy ekcnopmy
Yxpainu 0o €C 3 memoro 8usHaueHHs KOHKpemMHUX eleMeHmia, AKi 6 0anu 3Mo2y NOACHUMU
Huzoky epexmusnicms IIB3BT y sunaoxy Yxpainu. Lle y ceoio uepey cghopmye nepedymosu
01 NOKpawanus cumyayii ma 0acmv NOGHOYIHHY MOJNCIUGICMb YKPAIHCbKOMY Oi3Hecy
CKOPUCIAMUCST eKCROPIMHUMU MONCIUBOCMAMU, W0 8i0Kpusae cmeoperisi [IB3BT.

Kniouoei croea: nibepaiizauis TOpPriBili, MOMIMOJIEHA Ta BCEOXOIUIIOIOYA 30HA
BIJIBHOT TOPTiBJIi, EKOHOMIYHE 3pOCTaHHs, Tapu(du, eKCHOPT, MIIBroBi TOProOBENbHI Yrou,
rpaBiTaIiiiHa MOJEIb.
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