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ABSTRACT
Economic security is an important factor in the economic devel-
opment of a country. Though it relates to all countries, it plays  
a key role in relation to emerging economies in particular. Given 
this fact, the purpose of the study is to analyse the main indica-
tors of Ukraine’s development of foreign economic activity and 
to formulate the country’s foreign trade partnership strategy in 
the context of strengthening its economic security. Based on the 
analysis of the country’s potential in the sphere of foreign trade 
activity, the foreign trade strategic partnership matrix for Ukraine 
was formed. This helped to identify the countries with asymmet-
ric interaction and relatively low potential of partnerships, as well 
as the most attractive strategic partner countries. The matrix 
shows that countries such as Hungary, Italy, China, Great Britain, 
and the Russian Federation are characterised by relatively lower 
potential for strengthening partnerships with Ukraine, whereas 
the USA, France, Canada, Austria, Germany, Poland, Slovakia, 
the Baltic States, Belarus, Georgia and the Czech Republic are 
among the priority countries in the context of strengthening for-
eign trade relations. The results achieved have wide practical 
implications for politicians and decision-makers.
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For the developed countries of the 
world, security is an important factor in 
their further successful economic devel-
opment and the creation of additional op-
portunities for the profitable allocation of 
capital and production capacities abroad 
(Armstrong and Drysdale, 2014). However, 
when it comes to developing countries, 
this impact has ambiguous implications. 
On the one hand, globalisation contrib-

utes to the modernisation of their econo-
mies (Oppel’d, 2011), and accelerates the 
development of export-oriented industries 
(Deprez, 2018) and the spread of Western 
standards of management and produc-
tion of goods (Bezkorovajna, 2004); on the 
other hand, this leads to changes in so-
cial and economic orientation towards the 
openness of the economy through integra-
tion into the world market, increased com-



Forum Scientiae Oeconomia • Volume 8 (2020) • No. 2�

petition on the domestic market, increased 
consumption of goods and services and 
reduced rates of accumulation of financial 
resources (Ankudinov and Lebedev, 2013; 
Androniceanu and Tvaronavičienë, 2019). 
As a result, national goals and priorities are 
not resolved or developed, individualism 
rapidly gains importance and progresses 
accordingly, and socio-economic prob-
lems are exacerbated.

Most of the problems that have arisen in 
Ukraine since accession to the WTO had 
existed beforehand, due to inconsisten-
cies between domestic and global trends 
in economic development, the lack of 
modern high-tech infrastructure and mar-
ket investments, as well as the inability and 
unwillingness of the national economy to 
integrate into the world economy. There 
are also other factors, such as reform of 
the national system of public administra-
tion (Shpak et al., 2019). Since Ukraine’s 
accession to the WTO, however, these 
economic problems and risks have turned 
out to be more significant and essential. 
We can highlight the key points. The first 
of these is minimising the protection for 
domestic producers against competition 
from foreign companies on the domes-
tic market, reducing tariffs, introducing a 
moratorium on anti-dumping procedures 
and resulting in a reduction of revenues 
to the state budget due to the reduction 
of import duty. These problems are most 
widespread in developing economies. 

Certain problems still need addressing, 
however, such as integration process is-
sues with non-WTO countries, the import-
ing of obsolete technologies which are no 
longer competitive or efficient in their coun-
tries of origin compared to the latest tech-
nologies, and the inability of the state to 
guarantee equal economic freedoms and 
rights to all economic entities in the course 
of its financial and economic activities, in-
cluding foreign investors (Androniceanu et 

al., 2019).When it comes to the Ukrainian 
economy, one may observe the lack of a 
stable and unified strategy for economic 
and political development, carrying out 

“eternal reforms”, the decrease in produc-
tion and demand for Ukrainian products on 
the world market, the decline of non-com-
petitive domestic industries and economic 
entities, a significant growth in low-quality 
imported goods and counterfeit products 
on the national market, the inability of the 
authorities to create a favourable invest-
ment climate on the internal market due 
to economic and political instability in the 
country, the lack of and inefficient use of 
available technical, infrastructural, trans-
port and transit capabilities of the Ukrain-
ian economy to ensure its active participa-
tion in foreign trade, and the rising cost of 
imported energy. 

The structure of exports remains con-
sistent with a large share of raw materials, 
which – in response to the economic crisis 

– has led to a significant fall in demand for 
foreign raw materials and a negative trade 
balance. As a result of the liberalisation of 
its regimes, we can observe a limitation of 
the possibilities of the state in terms of the 
regulation of its foreign economic activity.

The solution to these problems may be 
found in the participation of the states in 
regional integration associations and the 
signature of regional trade agreements for 
the implementation of a deeper integration 
scheme aimed at creating mutually beneficial 
economic and political ties within interstate 
alliances. Integration is achieved through 
the unification of national financial and eco-
nomic systems of states, the creation of joint 
supranational institutions or establishments, 
as well as monetary funds. Integration proc-
esses combine stimulating and protective 
factors, as international unions do not accept 
all applicants, but only those that meet high 
indicators of economic development, legal 
systems and the social sphere.
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Before considering each country’s par-
ticular experience in foreign trade, we need 
to analyse the leading positions in global 
trade. The volume of exports in 2018 in-
creased by 9.7%, amounting to 19.5 trillion 
USD compared to the previous year’s fig-
ure of 17.9 trillion USD. The top three, both 
in terms of exports and imports, remain the 
same, consisting of the USA, China and 
Germany. Their total export share amount-
ed to 5.712 million USD. In 2018, imports 
for the US, China and Germany equalled 
�.03� million USD (World Trade Organisa-
tion, 2019).

Table 1 represents the world’s largest 
exporters in the trade of goods. The share 
of 10 leading countries exporting mainly 
finished goods with a high index of tech-
nological and scientific intensity makes 
up 51.1% of all international trade. With its 
exports mainly consisting of raw materi-
als, Ukraine ranks 36th with a 0.3% share, 
which is a very small indicator, considering 
the full potential of the domestic economy.

Table 1. Leading exporters in global merchandise trade, 2018

Rank Exporters Value, billion USD Share, percentage Annual 
growth rate percentage

1 China 2487 12.8 10
2 United States of America 1664 8.5 8
3 Germany 1561 8.0 8
4 Japan 738 3.8 6
5 Netherlands 723 3.7 11
6 Korea, Republic of 605 3.1 5
7 France 582 3.0 9
8 Hong Kong, China 569 2.9 3

Domestic exports 13 0.1 -30
Re-exports 556 2.9 5

9 Italy 547 2.8 8
10 Great Britain 486 2.5 10
36 Ukraine 47 0.3 9

EU (28 countries) 2309 15.1 9
World 19475 100 10

Source: Own elaboration based on: World Trade Statistical Review 2019.

Considering the above data, one can 
argue that there is a correlation between 
the openness of international trade and 
the economic growth that is needed for 
the national economy to overcome poverty 
and increase its level of economic security. 
Table 2 shows the world’s leading com-
modity trade importers. The share of 10 
leading countries whose imports consist 
mainly of raw stock, materials and natural 
resources is 52.8% of the total indicator. 
The United States, whose import value of 
goods exceeds its export value by 950 mil-

lion USD, is well worth mentioning here, as 
it shows that the US national economy is 
unable to fully satisfy its domestic market. 
The world’s main merchandise trade flows 
between the United States of America and 
China, and among their relevant bordering 
markets. In 2018, goods valued at 563 bil-
lion USD were imported from China by the 
United States (World Trade Organisation, 
2019). 
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Table 2. Leading importers in world merchandise trade, 2018

Rank Exporters Value, billion USD Share, percentage Annual 
growth rate percentage

1 United States of America 2614 13.2 9
2 China 2136 10.8 16
3 Germany 1286 6.5 11
4 Japan 749 3.8 11
5 Great Britain 674 3.4 5
6 France 673 3.4 9
7 Netherlands 646 3.3 12
8 Hong Kong, China 628 3.2 6
9 Korea, Republic of 535 2.7 12

10 India 511 2.5 14
50 Ukraine 57 0.3 15

EU (28 countries) 2337 14.9 11
World 19867 100 10

Source: Own elaboration based on World Trade Statistical Review 2019.

When investigating the relevant problems, it is also impossible to overlook the assess-
ment of international experience in the global trade in commercial services gained by the 
world’s leaders (Table 3).

Table 3. Leading exporters and importers in the global trade in commercial services, 2018

No. Country Value, billion USD Share, percentage

Export

1 United States of America 808 14.0

2 Great Britain 373 6.5

3 Germany 326 5.6

4 France 291 5.0

5 China 265 4.6

6 Netherlands 241 4.2

7 Ireland 205 3.6

8 India 204 3.5

9 Japan 187 3.2

10 Singapore 184 3.2

Import
1 United States of America 536 9.8

2 China 521 9.5

3 Germany 350 6.4

4 France 257 4.7

5 Great Britain 230 4.2

6 Netherlands 229 4.2

7 Ireland 218 4.0

8 Japan 198 3.6

9 Singapore 187 3.4

10 India 175 3.2

Source: Own elaboration based on World Trade Statistical Review 2019.
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As one can see from Table 3, US export-
import performance is highest among 
other countries in the context of trade in 
services in 2018: the share of its exports 
in world trade was 14.0%, with a 9.8% 
share of imports. However, these figures 
are lower than those obtained during the 
same period in 2017: 14.4% and 10.2% re-
spectively. 

The world’s chief services exporter in 
2018 was the United States of America, 
which sold services valued at 828 billion 
USD, representing 14 per cent of interna-
tional services exports. They were followed 
by three European countries which togeth-
er accounted for 1� per cent of the world 
market. China, the top exporter among 
developing economies, rated fifth. The 
top five developing economies in terms of 
exports were Asian, including India, Singa-
pore, China, Hong Kong SAR and the Re-
public of Korea. These countries account-
ed for nearly 15 per cent of the global total, 
the same as all other developing econo-
mies combined (World Trade Organisation, 
2019).

The combination of an almost continu-
ous growth rate of � per cent in China, 
an acceleration of trade tensions and the 
supposed acceleration of main commod-
ity-exporting countries was predicted to 
drive international growth in 2020 up to 
2.� per cent, despite the persistently weak 
growth of developed economies. Now 
that the shock of Covid-19 has altered the 
situation, all prognoses for 2020 are being 
revised downwards. China has become 
a significant source of funding for devel-
oping countries, with loans to emerging 
market and frontier economies increasing 
tenfold (from 40 billion USD in 2008 to 400 
billion USD in 201�). For countries such 
as Pakistan, Ecuador, Zambia, Venezuela, 
Mongolia, Kenya, Angola, Sri Lanka, Bo-
livia and Jamaica, China is now the largest 
official creditor (UNCTAD, 2020). 

Beneficiary countries may be affected in 
future should the COVID-19 shock to the 
Chinese economy prove to have sustained 
consequences, not least for its ability to 
continue long-term lending to develop-
ing countries. Given the facts presented, 
the purpose of the study is to analyse the 
main indicators of Ukraine’s development 
of foreign economic activity and to formu-
late the country’s foreign trade partnership 
strategy in the context of strengthening its 
economic security.

1. literature review
The problems inherent in state foreign 

economic activity, as well as its develop-
ment prospects at the global level, have 
been studied in many scientific works, a 
considerable number of which contain the-
oretical and methodical materials. These 
scholars focused on the applied aspects 
of the retrospective analysis of foreign eco-
nomic activity (FEA) development through-
out the world (Armstrong, 2012), but did 
not present their own forecasts regarding 
the prospective dynamics of foreign eco-
nomic operations in the context of security. 
Thus, many research papers have covered 
foreign trade operations development is-
sues (Fleychuk et al., 2019; Armstrong and 
Drysdale, 2014; Li et al., 2019; Islam et al., 
2020). However, by analysing the works 
concerning the topic of the article (Ranjan 
et al., 2013, Deprez, 2018; Siew, 2015), one 
can conclude that empirical analysis is not 
sufficiently substantiated by proposals for 
prospective changes in the economy or is 
insufficient to formulate any methodologi-
cal and applied proposals for the develop-
ment of foreign economic activity.

The security aspects were disclosed 
in the work of McGuire (1995), who stud-
ied safety economics and global security, 
where the emphasis is on developing ac-
tions to counter external threats or adjust-
ing foreign economic policy to globalisa-
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tion challenges. Tang (2015) researched 
economic safety in the international sphere. 
Long (1992) explored the problems of na-
tional security in competition with national 
prosperity in foreign trade and industry 
policy. Varnaliy et al. (201�) explored ques-
tions pertaining to the threat prevention 
mechanisms of Ukraine’s economic secu-
rity, etc. This problem was also reflected in 
the works of Ellull (2015), Langfield et al., 
(2014): the database was a cooperative ini-
tiative by the IMF and the World Bank and 
was planned to support the creation of 
methods for the early analysis of the weak-
nesses of financial markets and to change 
operative actions to deal with the expan-
sion of potential problems in the financial 
area. 

The forecast made by Fleychuk et al. 
(2019) evaluates the changes in the signifi-
cant features of Ukraine’s economic secu-
rity from a short-term perspective, propos-
ing that there are aggressive tendencies 
due to increased export dependency and 
a rising high-tech dependence of the coun-
try due to the unproductive structure of the 
economy and the limited competitiveness 
of internal personal property on both the 
national and foreign markets. 

We also use the work of Grigoreva and 
Garifova (2015), who attempted to meas-
ure the economic security of Russia and a 
system of indicators that imitate its place in 
the international economic system (Ranjan 
et al., 2013). They reflect the gap in the in-
dicators that describe the scopes of territo-
rial space and potential resources, and, on 
the other hand, economic potential, gross 
domestic product and external trade, as 
well as quality of life and standard of liv-
ing. However, the state security theory of 
the Russian authors does not include a re-
view of financial and tax corruption or the 
shadow economy. Meanwhile, the political, 
social and economic conditions reflected 
in this paper, both in Russian regions and 

the rest of the world, have changed sig-
nificantly. This means that the standards 
of economic security stay constant, thus 
maintaining the dynamic safety balance 
between the interests of the state economy 
and the population (Grigoreva and Garifo-
va, 2015). Nevertheless, aspects and con-
ditions of economic security are changing 
continually, reflecting the progression of 
changes in the national economy, which 
leads to the development of new threats 
and risks in terms of socio-economic 
growth. The “Covid-19” shock will initiate a 
collapse in some countries and a slowdown 
of annual global growth to below 2.5 per 
cent - often taken as evidence of decline 
in the global economy. The subsequent hit 
to international income when compared 
to what had previously been projected for 
2020 will be around the trillion-dollar mark. 
From this perception, the actual reaction to 
the economic consequences of Covid-19 
will necessarily include not only dynamic 
and targeted macroeconomic measures, 
but a sequence of helpful policies and in-
stitutional transformations needed to form 
a strong, sustained, justifiable and climate-
friendly growth course that would decrease 
the chances of a subsequent economic 
collapse (United Nations Conference on 
Trade and Development, 2020).

Our paper is also built on the work of De-
rez (2018), who undertook an evaluation of 
the positioning of Vietnam in international 
trade. The paper tackles the significant 
question of how Vietnam uses its involve-
ment in international trade agreements as 
an instrument to guarantee and spread 
state interest and safety through increased 
economic influence. Our assumption is 
that the leading politicians of Vietnam 
have recognised trade, export-oriented 
development and global economic inte-
gration as universal strategy preferences 
and have used global trade integration as 
a strategic tool to maximise these state 
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priorities within both the local and global 
trade spheres. As a result, Vietnam has 
an appropriate strategic outlook on global 
trade integration and uses it as a tool to 
confirm its state safety through increased 
economic authority (Derez, 2018).

We also drew upon a study by Armstrong 
and Drysdale that relates to stochastic 
frontier investigation of the gravity model 
of trade as well as an FDI model (ground-
ed on micro-fundamentals from Baltagi 
et al. (200�)) in order to create trade and 
investment limits that can be used to com-
prehensively assess the possible levels of 
trade and investment for every bilateral af-
filiation. The model used herein closely fol-
lows that of Armstrong (2012) and is based 
on merging the gravity model of trade with 
stochastic frontier analysis. 

In our study, we formed a new model of 
foreign trade partnership strategy in the 
context of strengthening the economic 
security of the country (based on the ex-

ample of Ukraine). Data obtained from the 
World Trade Organisation (WTO), the World 
Economic Forum (WEF), the Organisation 
for Economic Co-operation and Develop-
ment (OECD), and scientific papers on the 
economic security of the country and its 
foreign trade, as well as materials from the 
Internet, served as the informative basis for 
this research paper.

2.methodology 
In view of the deliberations presented, it 

was considered advisable to form a ma-
trix of the country’s strategic partnerships 
in foreign trade relations in the context of 
strengthening the country’s economic se-
curity. In order to build a strategic partner-
ship matrix, let us consider the FTA indica-
tors of Ukraine with its largest foreign trade 
partners as of January 2020 (according to 
official data from the State Statistics Serv-
ice of Ukraine) (Table 4).

Table 4. Ukrainian international trade (global merchandise exports and imports), January 2020 

Merchandise trade by group of economies 

total – country of origin

Country

Export Import

Value (Billion USD)
Annual 

growth rate
(Percentage)

Value (Billion USD)
Annual 

growth rate
(Percentage)

Italy 141232.3 54.8 105122.8 77.4

Great Britain 61212.8 117.7 52546.1 89.7

Germany 157949.3 88.8 395677.4 116.1

France 48168.1 135.8 116905.3 99.0

China 448356.2 278.7 650368.5 105.6

Japan 22973.3 133.6 89262.3 166.3

United States  
of America 63864.1 59.7 274664.4 114.2

Austria 41615.0 86.0 32692.6 59.9

Poland 269894.9 101.5 269928.2 101.7

Czech Republic 58456.0 79.3 60364.7 91.6

Slovakia 49979.7 70.6 41378.4 107.2

Hungary 104557.7 80.6 97303.2 116.6

Baltic States
(total) 61799.8 308.2 96595.2 267.0
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Latvia 17841.5 92.8 6261.2 56.6

Lithuania 31961.1 82.3 82417.6 74.8

Estonia 11997.2 133.1 7916.4 135.6

Russian Federation 187444.0 84.5 418307.1 68.9

Georgia 27431.2 121.4 12362.9 79.3

Turkey 283137.1 138.9 175981.3 133.0

Source: Own elaboration based on: State statistics Service of Ukraine, 2019.

As one can see from Table 4, Ukraine’s 
largest trade partner in 2020 is China, 
both in terms of imports and exports 
(650,368,500 USD and 448,356,200 USD 
respectively). Compared with the previous 
period of 2019, there has been a notice-
able growth in exports to the Baltic States 
and China (308.2% and 278.7% respec-
tively) and imports from the Baltic States 
and Japan (267% and 166% respectively).

Based on theoretical studies, it is estab-
lished that the undisputed leaders in the 
global commodities trade today are the 
United States and China. Somewhat flex-
ible FTA mechanisms of fiscal regulation, 
which were focused exclusively on the pro-
tection and development of the national 
economy, are applied in modern trans-
formational conditions of development. It 
should be noted that a major problem for 
the US is the significant dominance of its 
imports over exports. The main sources of 
imbalance in its foreign relations are liabili-
ties in trade with Japan, Western European 
countries and new industrialised countries, 
and more recently with China. In this regard, 
the US administration is taking extra meas-
ures to promote exports. A state program 
of advisory assistance to US exporters on 
the characteristics of individual foreign 
markets has been approved. A large-scale 
campaign has been launched to overcome 
barriers to foreign goods in the markets of 
Japan, China, and some new industrialised 
countries (UNCTAD, 2020).

The methodology for determining the 
potential of the country’s strategic partners 
involved two main steps: preparatory and 

direct evaluation (Yurii, 2008). At the pre-
paratory stage, we developed a list of pa-
rameters (partnership features) of the eval-
uation, which reflect the main parameters 
of the strategic partnership matrix in order 
to identify the countries which are the most 
attractive strategic foreign trade partners 
of the country (for example, Ukraine), as 
well as the list of countries that the authors 
believe may be strategic foreign trade part-
ners. The criteria and the list of countries 
were offered to economic security experts. 
The expert group was tasked with study-
ing the parameters of the evaluation on the 
main parameters of the strategic partner-
ship matrix internationally and selecting 
the most appropriate content.

The expert group consisted of seven ex-
perts: practitioners and security scientists 
with five or more years of experience. The 
selection of experts was carried out on the 
basis of the Kendall methodology, which 
provides a distribution free test of inde-
pendence and a measure of the strength 
of dependence between two variables 
(Kendall, Gibbons, 1990). It allows one to 
set the level of coherence of experts’ opin-
ions: “experts’ estimates are agreed” or 

“experts’ estimates are not agreed”, using 
the coefficient of correction calculated by 
the formula:

(1)

– where W is the coefficient of concord-
ance, S is the sum of the squares of the 
deviation of the sum of the rank of each 
object of examination from the arithmetic 
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mean, n is the number of experts, and m is 
the number of objects of examination.

The coefficient of concordance can be 
in the range from 0 (in the absence of an 
agreement) to 1 (with complete unanimity 
of estimates). Initially, the experts evaluated 
the features of the partnership proposed 
by the authors, considering to what extent 
the proposed features reflect the potential 
of the partner in terms of foreign trade, fol-
lowed by a list of major countries.

According to the results of the expert 
evaluation, a list of the mentioned param-
eters of evaluation, the characteristics of 
the partnership, was formed. They reflect 
the social, economic and political aspects 
which had not previously been studied 
(historical community, mental unity, com-
mon interests, conflicting interests, posi-
tive experience of solving conflicts, degree 
of parity (symmetry) of socio-economic 
relations, level of asymmetry of relations, 
and the presence of an influential Ukrain-
ian diaspora). As a result, eight criteria for 
partnerships were identified, which pri-
marily identify countries with asymmetric 
interactions and relatively low potential for 
partnerships. 

The list of the most attractive countries 
for strategic foreign trade partnerships 
with Ukraine, including both industrialised 
and transition economies, whose strategic 
partnerships with Ukraine – according to 
official data from the State Statistics Serv-
ice of Ukraine, which provides a detailed 
analysis of the latest developments in the 
main economic and social indicators - are 
quite pronounced (USA, France, Germany, 
Great Britain, Italy, Austria, Poland, the 
Czech Republic, Slovakia, Hungary, the 
Baltic States, Belarus, Georgia, China, the 
Russian Federation, and Turkey) (State 
Statistics Service of Ukraine, 2020).

At the immediate stage of the evaluation, 
another expert group was formed (apply-
ing Kendall’s method), which evaluated all 

components of the strategic partnership 
matrix by means of a questionnaire in or-
der to identify the most attractive coun-
tries among Ukraine’s strategic partners. 
This group included leading experts and 
scholars in the field of economic security, 
who carried out evaluation using the pro-
cedure proposed by the authors as well 
as the abovementioned parameters. The 
bottom line was that the expert fixed each 
parameter to the real situation of interac-
tion between the countries and chose the 
one that best suited the situation in reality 
using qualitative evaluation criteria.

Each criterion (evaluation feature) was 
evaluated by the expert both qualitatively 
and quantitatively, using the criteria and  
a scale from 0 to 1 (for each individual cri-
terion, zero means no interconnection, and 
one means the presence of a strong inter-
action with the country in question in terms 
of strategic partnership).

To build a strategic partnership matrix to 
identify the most attractive strategic foreign 
trade partner countries, we used Formula 
2 (Yurii, 2008), which was adapted to the 
task and features of the study.

(2)

– where Кpft is the coefficient of potential 
of the country’s strategic partnerships in 
foreign trade; Ке – the number of experts; 
N is the number of evaluation criteria; Еоі j 

– expert evaluation of the i – expert of the  
j – evaluation criterion; – the sum of the 
scores obtained according to the results of 
the evaluation of all criteria and the expert 
(і=Ке);  – the sum of the scores ob-
tained from the results of the evaluation of 
all criteria by the expert group.
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According to the results, two groups of 
strategic partner countries are identified: 
a) countries with low partnership potential 
(where the strategic partnership poten-
tial coefficient is 0 - 0.5) and b) countries 
with high partnership potential (where the 
strategic partnership potential coefficient 
is 0.51 - 1) (Yurii, 2008). This approach is 
explained by the fact that if a prospective 
foreign trade strategic partner country has 
at least 31% of indicators of such a partner-
ship, then it is expedient for Ukraine to de-
velop such a partnership. Otherwise, when 
the partnership potential is estimated at 
30% or less, it is not feasible, because the 

resources that will be invested in the stra-
tegic partnership will be unprofitable, thus 
resulting in economic losses.

By assessing the potential of each coun-
try’s strategic partnerships to form a strate-
gic partnership matrix to identify the most 
attractive candidates to become Ukraine’s 
strategic partners, one can form a com-
plete picture of the level of this potential, as 
well as its weak points as revealed by each 
of the evaluation criteria. For example, the 
calculation of the potential of a strategic 
partnership with the USA would look like 
this:

Кpft, the coefficient of strategic partner-
ship potential is 0.��, and therefore is with-
in the recommended range of 0.5 - 1. 

3. research results
The results as given in Table 4 are then 

used to build a matrix of strategic part-
nerships (Table 5) to determine the most 
attractive strategic partner countries for 

the country being studied (in this case 
Ukraine). It is also possible to distinguish 
weak points in this potential, that is, the 
lowest quantitative evaluation of a par-
ticular (partnership attribute) criterion. The 
table mentioned shows a coherent picture 
for each country, which is reflected in the 
quantitative indicator of the strategic part-
nership potential factor.

Table 5. Matrix of Ukraine’s strategic partnerships 

Partnership signs 
/ country

USA

EU countries Other countries

France

Germ
any

Great Britain

Italy

Austria

Poland

Czech Republic 

Slovakia

Hungary

Baltic States

Belarus

Russian  
Federation

Georgia

|China

Turkey

Historical commonality

0.7

0.55

0.6

0.3

0.3

0.55

0.8

0.8

0.7

0.3

0.7

0.55

0.3

0.55

0.1

0.55

Mental unity

0.7

0.6

0.7

0.4

0.25

0.6

0.9

0.9

0.8

0.25

0.7

0.6

0.25

0.6

0.25

0.35

Common interests

0.8

0.6

0.9

0.35

0.35

0.6
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The results of the evaluation show that 
countries such as Hungary, Italy, China, 
the United Kingdom, and the Russian Fed-
eration display relatively lower potential for 
strengthening economic partnerships with 
Ukraine, whereas the USA, France, Can-
ada, Austria, Germany, Poland, Slovakia, 
the Baltic States, Belarus, Georgia, and 
the Czech Republic are among the priority 
countries in this context.

 According to the research results and 
application of matrix methodology for de-
termining the potential for partnerships 
between strategically important countries, 
key partners of Ukraine in the field of for-
eign trade activities are:

The European Union. Such a partner-
ship would mean both internal reforms and 
more mature relations with Ukraine’s inter-
national partners: strengthening diplomat-
ic contacts with Germany, improving bilat-
eral relations with the EU Member States, 
becoming a leader within the framework 
of the Eastern Partnership, creating the 
Ministry of European Integration under the 
authority of the First Vice Prime Minister or 
combining the posts of Foreign Minister 
and First Vice Prime Minister, implement-
ing constitutional, administrative, territorial 
and judicial reforms, improving executive 
discipline, and addressing issues related 
to European integration at every Cabinet 
meeting.

The United States of America is moving 
from an ideological, democratically orient-
ed foreign policy to a more pragmatic one 

aimed at pursuing its interests. If Ukraine 
wants to maintain normal relations with the 
United States, it must cease to wait for US 
aid and become a true partner able to inter-
est the United States with specific propos-
als such as: creating a single coordinating 
body responsible for developing relations 
with the United States, identifying clear and 
specific priorities for bilateral cooperation, 
creating favourable conditions for foreign 
investors by combating corruption and 
protecting foreign capital, focusing on the 
execution of joint projects rather than the 
announcement of joint statements, mak-
ing Ukraine understandable to the United 
States by promoting a Western-oriented 
English-speaking political elite, and finally 
by ceasing to consider the United States  
a philanthropist and instead working to 
build a mutually beneficial partnership.

Development of regional partnerships. 
Ukraine is sufficiently large, well-devel-
oped and favourably situated to claim 
a key role in the region. In order to do 
so, it must forge closer relations with its 
neighbours: Poland, Romania, Moldova, 
Belarus, Turkey and Georgia. Moreover, 
these partnerships will also be useful for 
Ukraine’s European integration aspirations. 
However, there are considerable obstacles 
to this path.

Poland. It is important for Ukraine to 
maintain close relations with Poland for 
four main reasons. Firstly, Ukraine needs 
to have normal relations with its neigh-
bours. Secondly, Poland’s experience with 
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EU and NATO integration can be instructive 
for Ukraine. Thirdly, economic cooperation 
between Ukraine and Poland has great po-
tential. Fourth, among all Ukraine’s neigh-
bours, Poland is most capable of strength-
ening Ukraine’s security. For Ukraine the 
aims are to promote contacts between 
local authorities and the development 
of business relations between countries, 
draw conclusions from the Polish experi-
ence of integration with the EU and NATO, 
in particular regarding the implementa-
tion of the necessary reforms, move away 
from the idea that Poland can and should 
be the main or even the only locomotive 
in Ukraine’s Euro-Atlantic integration, and 
focus on practical aspects such as the Bal-
tic-Black Sea-Caspian energy space.

Poland should become a source of ex-
perience that will assist Ukraine in carry-
ing out the necessary foreign economic 
reforms for the successful development of 
the country, which will be a prerequisite for 
improving its foreign economic policy and 
promoting the large-scale development of 
business relations, both industrial and co-
operative, between the regions of Ukraine 
and Poland. Ukrainian-Polish relations 
should serve as a model for the develop-
ment of bilateral relations between Ukraine 
and all EU and NATO member states.

Romania. Ukraine’s relations with Roma-
nia are historically complex. Artificial ten-
sion in relations with Ukraine is part of a 
Bucharest strategy aimed at regional lead-
ership that only Ukraine can challenge.

In the context of the resulting partner-
ship, one can mention attempts to win 
allies in the EU and NATO, as in the part-
nership between Romania and France. Po-
tential partners include the United States, 
Poland and Hungary, which would stop the 
illegal granting of Romanian citizenship to 
Ukrainians and disseminate information on 
the proper observance of the rights of the 
Romanian minority in Ukraine. As a result it 

will clearly identify positions on key issues 
in relations with Romania and steadfastly 
defend them.

Moldova. The Republic of Moldova is 
the smallest, but also the most problem-
atic, state among all Ukraine’s neighbours. 
The unmarked border, the frozen conflict 
in Transnistria, the Ukrainian community 
on both sides of the Dniester – whose in-
terests are not always protected – and the 
common challenge posed by Romania all 
serve to draw Kyiv’s constant attention to 
Chisinau. The priority of Ukrainian policy 
towards Moldova is to preserve the sover-
eignty and territorial integrity of this impor-
tant neighbour. It is through this prism that 
the Transnistrian problem is considered in 
Ukraine.

Selected recommendations would con-
cern the implementation of a consistent 
policy aimed at preserving Moldova’s ter-
ritorial integrity and sovereignty to make it 
clear to Chisinau that full-scale dialogue 
with Ukraine depends on progress in the 
process of demarcation of the Ukrain-
ian-Moldovan border, although the active 
involvement of the EU in the settlement of 
the Transnistrian conflict impedes back-
stage attempts to implement Moldova’s 
European integration plans along the 
Chisinau – Bucharest route. It is neces-
sary to insist that Romania should sign the 
basic agreement and a border treaty with 
Moldova. Relations with Moldova and the 
Transnistrian issue should remain within 
the competence of the same department 
of the Ministry of Foreign Affairs.

Belarus. Although Belarus is one of 
Ukraine’s main trading partners, Ukraine’s 
relations with Minsk are not the best. The 
so-called “Last Dictatorship of Europe” is 
purposefully trying to play the East against 
the West, and vice versa. In the meantime, 
it is reaffirming its position as a key tran-
sit corridor between the Black and Baltic 
seas, not to mention the use of border is-
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sues with Ukraine to influence other areas; 
however, in order to align Ukraine’s posi-
tion concerning opposition to Belarus with 
that of the EU, it is necessary to continue to 
insist on the ratification of the Ukraine-Be-
larus State Border Treaty by the Parliament 
of Belarus with the subsequent exchange 
of ratification instruments and to consider 
the possibility of laying the Odessa – Brody 

– Plotsk – Gdansk pipeline through Mozyr 
(Belarus).

Turkey. Ukraine and Turkey are neither 
allies nor rivals. However, they are linked 
by important foreign trade relations. Turkey 
is one of Ukraine’s most important trade 
contacts, and its economy is one of the 
leaders in the region. Similar in size, close 
in geography and with mutual interests, 
Ukraine and Turkey have ideal prerequi-
sites for developing an “exemplary” part-
nership. However, Ukrainian leaders still 
need to be aware of the importance and the 
need for trade and utilising the economic 
potential of these relations with the aim of 
weakening or abolishing visa requirements 
for Turkish citizens to strengthen coopera-
tion on foreign trade activities in the Black 
Sea region, as well as encouraging Turkish 
support for the Crimean Tatars, and pro-
moting the educational and professional 
exchange programme with Turkey for all 
citizens of Ukraine.

Georgia. After the revolutions in Georgia 
and Ukraine, ties between these countries 
became very close. At present, however, 
their relations with their most important 
partners are not the best, and both coun-
tries are facing economic challenges. A 
partnership between Ukraine and Geor-
gia should include increased investments 
in the energy, transport, communications 
and construction industries, as well as a 
visa-free regime for Georgian citizens.

Ukraine sets its foreign policy priorities 
and builds strategic partnership systems 
at three major levels: with the countries of 

the European Union, the leading global 
players (USA, China and the Russian Fed-
eration), and with other countries at the re-
gional level (Poland, Turkey and others). All 
these fundamental directions of Ukrainian 
foreign policy are independent yet comple-
mentary. For example, Ukraine’s strategic 
partnership with the Russian Federation 
is one of the important factors of stability 
on the continent and a valuable element in 
building pan-European security. Strength-
ening the strategic partnership with the US 
testifies to the relevance of international 
security guarantees for Ukraine, and the 
newly formed strategic partnership with 
China reflects new prospects for expand-
ing economic cooperation. The develop-
ment of strategic partnerships between 
Ukraine and Turkey, Hungary, Austria, Po-
land and several other countries is impor-
tant for enhancing stability in Europe and 
the Black Sea, which are highly important 
regions for Ukraine. The establishment of 
a free trade area with the European Union, 
in accordance with the requirements of the 
customs union between Turkey and the EU, 
and its coming into effect, allows Ukrainian 
exporters duty-free access to the Turkish 
market. Achieving a mutual compromise in 
the issues of the agreement is a key issue 
that requires the establishment of a free 
trade area in the negotiations.

4. discussion
Foreign trade activity is characterised by 

a particular complexity, being expressed 
in the collision of different norms, rules, 
and standards of fiscal regulation inherent 
in different countries and the need to har-
monise them with the economic interests 
of states. Therefore, countries need to find 
and choose the best foreign trade partner-
ship strategy in the context of strengthen-
ing economic security, with positive conse-
quences outweighing the negative ones.
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With the help of regional trade agree-
ments, states attempt to solve a number 
of problems, including those in the context 
of strengthening economic security, such 
as: slow transformation of the economy, 
low level of competitiveness of the econ-
omy and the lack of its advantages in the 
global economy, lack of mechanisms for 
the fiscal coordination and harmonisa-
tion of economic interests between coun-
tries, the inability of the national economy 
to withstand the more efficient agents of 
the global economy, the negative effects 
of globalisation, low direct investment at-
tractiveness of the national economy, and 
the existence of open and hidden barri-
ers to interstate commerce. Therefore, the 
signature of regional trade agreements 
is one of the steps towards effective and 
progressive development of the country’s 
economy and enhancing its security and 
importance in the world economy. Howev-
er, these agreements only create the condi-
tions and benefits that should be used with 
the greatest possible impact to achieve a 
high rate of socio-economic development.

According to the WTO, of around 450 re-
gional trade agreements in the world, about 
43% are concluded between developing 
countries (the average is 13 signed agree-
ments per country) (World Trade Statistical 
Review, 2019). After accession to the WTO, 
Ukraine entered into a Free Trade Agree-
ment with the European Free Trade Asso-

ciation and Montenegro, and the relevant 
negotiations with the Syrian Arab Republic 
were completed. Negotiations are under 
way to sign agreements with Serbia, Tur-
key, Canada, Singapore and other promis-
ing trade and economic partners.

The World Economic Forum’s assess-
ment of the effectiveness of Ukraine’s 
foreign trade activities takes into account 
important aspects that significantly affect 
the status and conduct of foreign trade, as 
well as Ukraine’s place in the global mar-
ket for goods and services. Since 2008, 
the World Economic Forum has published 
a Competitiveness Index, which in 2019 
was calculated for 141 countries. Ukraine 
ranks 85th after Argentina and the Domini-
can Republic (The Global Competitive-
ness Report, 2019), which is an unaccept-
able indicator given the full potential of the 
Ukrainian state. Ukraine finds itself in the 
middle or lower positions in terms of com-
petitiveness, which indicates the decline 
and stagnation of the domestic economy, 
as well as the inability of the state to take 
effective action to improve the quality of 
socio-economic life in Ukraine. In 201�-
2018, Ukraine climbed to 81st position 
(from 89th in 2010) among 13� countries 
in the rankings calculated on the basis of 
the Global Competitiveness Index, which 
consists of 12 benchmarks (Table �), de-
termining national competitiveness on the 
global market.

Table 6. Ukraine’s position in the WEF’s Enabling Trade Index (ETI) in 2018-2019 according  
to its involvement in global trade

ETI Component Indicator in 
2019

Country ranking 
in 2019

Country ranking 
in 2018

Leading country 
in 2019

Institutions (including security) 47.9 104 118 Finland
Infrastructure 70.3 57 78 Singapore
Information technology 51.9 78 81 South Korea

Macroeconomic stability 57.9 133 121 Several countries 
(33)

Health care and primary education 65.6 101 53 Several countries 
(4)

Higher education and vocational training 68.9 44 35 Switzerland
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Market for goods and services 56.5 57 101 South Korea
Labour market 61.4 59 86 Singapore
Financial system 42.3 136 120 Hong Kong, PRC
Market size 63.0 47 47 PRC
Business dynamics 57.2 85 90 USA
Innovation and intellectual property rights 40.1 60 61 Germany

Source: Own elaboration based on: The Global Competitiveness Report 2019. 

According to most indicators, in 2019 
Ukraine was at almost the same level as in 
previous years, or had declined compared 
to previous indicators. From Table � we 
can conclude that the economy of Ukraine 
is weak and underdeveloped in the global 
dimension, since it is not among the top 
50 countries (except for higher education 
and vocational training indicators, in which 
it is in 44th position, and those of market 
size - 4�th position in 2019), and sometimes 

cannot even be found among the top 100 
world economies in the ratings.

Table � shows Ukraine’s position in 2018 
on the Inclusive Development Index (IDI), 
both in the overall ranking as a whole and 
its main components. In this rating, Ukraine 
has dropped by four positions in five years, 
thus assuming 49th position among 103 
countries (The Inclusive Development In-
dex, 2018). 

Table 7. Inclusive Development Index (IDI) Indicators for Ukraine, 2018

Indicator As of 2018 Compared to 2017
GDP, USD 2906 -1.4
Labour productivity, USD 15845 -3.2
Life expectancy, years 64.1 1.9
Employment, % 53.9 0.0
Revenue, Gini coefficient 26.3 -0.6
Poverty rate, % 0.5 0.3
Welfare of the nation, Gini coefficient 90.1 0.1
Average income, USD 10.2 -0.6
Savings level, USD 1.0 -0.7
Public debt, USD 81.2 43.7

Source: Own elaboration based on: The Inclusive Development Index 2018. 

The effective and stable regulation of for-
eign trade partnerships for attracting for-
eign investments in the national economy 
will allow authorities to solve a number of 
social problems, provide a high level of 
employment for the population, techno-
logically renew production, modernise and 
increase enterprises’ fixed assets, as well 
as implement new technologies, thus re-
sulting in a strengthening of the country’s 
economic security.

The Doing Business rating presents 
quantitative indicators on business regula-
tion and property rights protection that are 
comparable across 190 economies (Doing 
business, 2020). Ukraine is ranked �4th out 
of 190 in 2020, with a score of 70.2, after 
Saudi Arabia and India (Poland and Russia 
rank 40th and 28th respectively) (Table 8).
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Table 8. Comparative characteristics of Ukraine’s indicators according to the Doing Business reports, 2019-2020

Ratings by Category DB-2019 rating DB-2020 rating
Registration of enterprises 52 61
Obtaining construction permits 35 20
Connection to the energy supply system 128 128
Property registration 64 61
Lending 29 37
Investor protection 81 45
Tax payment 43 65
International trade 119 74
Contract enforcement 82 63
Insolvency settlement 149 146

Source: Own elaboration based on: Doing business (Measuring business regulation).

Let us consider some criteria of this 
rating (based on the example of Ukraine). 
Firstly, Ukraine has modernised the proce-
dure for building permits by eliminating the 
necessity of hiring an external administra-
tor and introducing an online report sys-
tem. Secondly, Ukraine has made it easier 
to receive electricity by rationalising the 
issuance of technical conditions and by 
applying a geographic information system. 
Ukraine also upgraded the reliability of the 
power supply by presenting an outage 
compensation instrument. Thirdly, Ukraine 
has made property registration easier by 
increasing the transparency of the land 
management system. Fourth, Ukraine im-
proved access to credit data by creating 
a new public credit register office in the 
National Bank of Ukraine. Fifth, Ukraine 
strengthened the protection of smaller 
investors by requiring greater disclosure 
of transactions from the parties involved. 
Sixth, when it comes to trading across 
borders, Ukraine has reduced the time 
required for import activity by streamlining 
conformity certification requirements for 
auto parts (Doing business, 2020). These 
criteria are essential to strengthening the 
economic position of the country, as well 
as in forming foreign trade partnership 
strategy in the context of strengthening the 
economic security of the country.

The current regulation of foreign trade 
activity in the context of strengthening the 
economic security of Ukraine is imperfect, 
which, in our opinion, is supported by 
significant facts. A considerable share in 
the total volume of goods turnover is ac-
counted for by smuggling (in 2018, the vol-
ume of export-import transactions through 
Ukrainian customs amounted to 10 billion 
UAH, while property seized and confiscat-
ed equalled 1.1 billion UAH and 1.3 billion 
UAH respectively, while losses amounted 
to 578.2 million UAH, with 310.7 million 
UAH in damages and compensation).

The inability to effectively bring down 
the level of offending in the field of intel-
lectual property has led to the creation of 
a negative image of the state and ongoing 
lawsuits against Ukrainian companies and 
state institutions by global producers of in-
tellectual property (in 2018, Ukraine ranked 
114th in the world in terms of intellectual 
property protection (Social Expenditure 
Database OECD, 2019)). If not addressed 
promptly, this issue may result in the impo-
sition of economic sanctions on Ukraine by 
developed countries.

There is a high level of corruption within 
public authorities (according to Transpar-
ency International’s Corruption Percep-
tions Index, Ukraine ranked 130th among 
180 countries in 2019, but subsequently 
returned to its 201� position).
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The shadow economy constitutes a large 
sector of the economy and contributes to 
the significant shadowing of foreign eco-
nomic activity of domestic producers (the 
size of the shadow economy of Ukraine in 
2019 amounted to 30% of GDP, which is 
5% less than in 2017).

Export operations are commonly funded 
through offshore companies and tax eva-
sion (over 100 billion UAH is annually with-
drawn from circulation by offshore means 
(Corruption Perceptions Index, 2019)).

In the context of enhanced integration 
processes of the country, “strategic part-
nership refers to a strategy that contains 
general, basic guidelines that are impor-
tant for the preparation and implementa-
tion of anything”. The issues of partnership 
principles, criteria for choosing partners, 
and strategic attributes of partnerships re-
main unresolved.

conclusions 
Forming a foreign trade partnership sys-

tem in the context of strengthening the eco-
nomic security of the country is an impor-
tant component of economic development. 
For its impact to be positive, it is neces-
sary to restrain its volume and structure in 
certain frameworks that will bring financial 
resources to the budget, as well as profit 
for the subjects of foreign trade; create 
conditions for the development of civilised 
competition; provide access to global mar-
kets for goods and services; fill the national 
market with necessary goods; do no harm 
to national producers; revitalise export-ori-
ented industries; and create conditions for 
the most effective use of the potential ben-
efits and opportunities of the economy in 
order to ensure economic security.

When analysing the global trends in the 
regulation of FTAs, we may formulate the 
basic principles that can be effectively 
used by the countries: non-discrimination 
towards trading partners, goods and serv-

ices of national and foreign origin, as well 
as homeland citizens and those of other 
countries; promoting openness by reduc-
ing trade barriers, including customs duties 
(or tariffs) and measures such as import 
bans or quotas, which set selective quanti-
tative restrictions; ensuring the predictabil-
ity and transparency of trade policy in order 
to avoid arbitrary barriers to trade, which 
in turn leads to increased investment and 
benefits for consumers who receive a larg-
er range of goods and services with lower 
prices as a result of increased competi-
tion; promoting competitiveness by coun-
teracting export subsidies and the sale of 
products through price dumping in order to 
gain market share. WTO rules define what 
is fair or unfair and how governments can 
respond to dishonest actions, in particular 
by imposing additional import duties to off-
set the losses caused by unfair trade.

The subjects of foreign trade activity in 
forming the strategic directions of develop-
ment of the country’s export potential and 
strengthening of competitiveness on the 
world markets should take into account the 
established structure of external factors 
analysed in the paper that will determine 
the dynamics of the FTA and affect the 
economic security of the country. For ex-
ample, for Ukraine, they include: increas-
ing global demand for ferrous metallurgy 
products; increasing the supply of cereals 
by domestic farmers on foreign markets; 
the steady growth of global demand for 
mineral fertilisers; increased demand for 
investment products; and the stable de-
mand for products of the domestic food 
industry. 

A two-stage (preparatory and evalua-
tion) matrix methodology for classifying 
partnership potential in countries that are 
important to Ukraine is deliberately devel-
oped and methodically substantiated. For 
foreign trade management entities, it is 
advisable to use the authors’ matrix-based 
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methodology for identifying partnership 
potential among strategically important 
countries. The application of this meth-
odology makes it possible to categorise 
countries into two groups: a) countries 
with low partnership potential; b) countries 
with high partnership potential. In particu-
lar, from the point of view of security stud-
ies, this method allows us to ascertain the 
expediency of such relations at the prelimi-
nary stages of the organisation of foreign 
trade activity with a specific country, and 
to avoid the corresponding threats.
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