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Abstract

The article reveals the historical preconditions for the development of economic integration of
Ukraine and the Visegrad Four from the standpoint of challenges relevant to the region of Central
and Eastern Europe. The co-existence of the Rus’ people (ancient Ukrainians) with the Czech, Polish,
Hungarian and Slovak ethnic groups is outlined, highlighting the significant events. They are presented
in the context of building good neighbourly relations through overcoming contradictions. V4 is
considered as an association of new political and economic order within the framework of Eutopean
integration processes. The routes of economic integration of Ukraine and V4 have been assessed,
revealing that this process is mainly limited to import operations and excludes real sector of the
economy. A concept is developed for the V4+UA economic space, specifying the creation of a
regionally integrated machine industry with fragmented production within a global-scale network and
high added value.
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1. Introduction

The Constitution of Ukraine proclaims the European identity of the Ukrainian
people and the irreversibility of the European and Euro-Atlantic direction of Ukraine
(Konstytutsiia Ukrainy, 1996). These provisions necessitate the development and
implementation of a mechanism for the introduction of Western values in Ukraine, which
is the ultimate goal of the European integration strategy. In the view of the ‘Copenhagen
criteria’ and Ukrainian realities, Ukraine's Euro-oriented strategic programme should be
designed for the long term (probably several decades). After all, the task to be achieved is
threefold: political (stability of institutions guaranteeing democracy, rule of law, respect for
human rights and protection of minority rights); economic (competitive market economy);
and ‘membership’ (commitments arising from accession to the EU, including recognition
of its political, economic and monetary objectives).

For Ukraine, European integration is the direction of public policy that has received the
greatest public support in recent years. According to a DW-Trend poll conducted by IFAK
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at the request of Deutsche Welle, 73 per cent of citizens (excluding territories annexed and
occupied by Russia) support Ukraine's accession to the European Union, and 53 per cent
believe that European integration should take place within the next 10 years. At the same
time, in the east of the country, the outlook on Ukrainian-Russian relations has changed
dramatically, as 81 per cent of the population now view them negatively (LB.ua, 2014).
Historical factors detailing how the countries have coexisted in the European territorial
space play an important role in formation of the European Union. Although it is not
something directly spelled out in the Statute, the context of the documents and the actual
practice of accession to the EU implies that this is taken into account. For instance, in 60
years, Turkey has missed five stages of admission to the European Union due to historical
contradictions, primarily in internal relations with the Kurdish minority and the unresolved
Cyprus issue and other disputes with Greece. The accession process of Northern
Macedonia has been extended for many years due to Greece not recognising the name
‘Macedonia’.

The enlargement that the European Union has experienced to date shows that dialogue
with neighbouring countries is of particular importance for the admission of new
countries. In paving the way to a Greater Europe, Ukraine’s priority is to maintain good
and mutually beneficial neighbourly relations with Central and FEastern European
countries, as Ukrainians and their peoples shared a common destiny being part of vatious
states over the centuries. Good neighboutly relations were maintained with them in those
historical times when the Ukrainian territories of old gained sovereignty, namely in the
days of Kievan Rus, independent ancient Rus principalities, the Zaporozhian Host and the
Hetmanate, the Khan's Ukraine, the Ukrainian People's Republic, the Western Ukrainian
People's Republic, and the Ukrainian state. In addition, Ukrainians in these Central and
Eastern European countries make up a large proportion of the Ukrainian European
diaspora, which is growing. Therefore, there is every reason to believe that the V4
countries are a necessary step in Ukraine's path to the European Union.

The aim of the article is the definition of historical narratives of the centuries-old evolution
of good neighboutliness of the CEE peoples that serve as a determinant in creating new
forms of integration between Ukraine and the European Union, priority being given to
cooperation with the Visegrad Four.

2. Research Methods

The choice of research methods is determined by the interdisciplinary nature of
the investigation, which falls at the junction of history, international relations and
economics. Therefore, to achieve this aim, it is hypothesised that the neighbouring nations
of modern Czech Republic, Hungary, Poland, Slovakia and Ukraine had predominantly
positive influences on each other's development of state-building processes. Thus, it is
advisable to use the process tracing method (Turchenko, & Zavadskaya, 2017), using
which by adhering to the set sequence it is possible to study the centuries-long process of
mutual neighbourly exchange of experience and mutual assistance, as well as international
division of labour. Consequently, we are able to determine the cause-and-effect
relationship behind the modern states and their nations. In this way, the study enables
recommendation of decisions on establishing strategic partnerships of neighbouring
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countries that have special common interests on the continent.

Given that the development of cooperation between Ukraine and V4 countries is directed
as an integration process during which the interstate relations are deepened and enhanced,
the results of the study should take into account the specifics of international relations,
which are characterized by a degree of stability and repetition. Nevertheless, practical
solutions must resolve the contradictions that arise from different approaches in the
interpretation of events, facts, phenomena and processes that affect the relationship in the
past, present or future, which can be challenging.

The historical approach to the development of integration processes of Ukraine and V4
should be considered and used as an important, but not the only method of solving new
tasks of cooperation. Instead, in combination with economic and statistical methods, it
allows us to formulate sound recommendations by deepening the understanding of the
relationship between historical memory and the present, ensuring the prevention of past
mistakes.

3. Literature Review and Problem Statement

Researchers pay little attention to the long-term development of relationships and
interactions within the five states of Central and Eastern Europe as a separate system.
Even the version of the Four as a system rarely becomes the subject of scientific
investigations. On the other hand, a significant number of publications are devoted to the
study of bilateral relations between these countries. Ukrainian-Polish relations are of great
interest, which can be explained both by the large resource bases of both countries and
the long time together within different states, including the Grand Duchy of Lithuania, the
Polish-Lithuanian Commonwealth, the Austro-Hungarian Empire, the Russian Empire.
Such closeness of the Ukrainian and Polish peoples in modern conditions manifested in
Poland being the first state to recognise the independence of Ukraine in 1991.

The way the peoples of the V4 countries perceive Ukrainians is largely influenced by the
historical milestones that defined periods of coexistence and cooperation, on the one hand,
and rivalry, especially military, on the other. ‘History generates myths and symbols, creates
narratives, and after all impacts identities, note V. Filipchuk, I. Ivashko, and
M. Kapitonenko (2019). The historical memory of nations, depending on how it is formed,
can promote understanding and cooperation, although it can also provoke conflicts and
discord. Publications on historical topics relating to Central and Eastern Europe are
illustrated by the instances of rapprochement between kings and princes through arranged
marriage and territorial claims. This is especially true of the Cherven cities, which were
sometimes captured by the Kyivan princes, and sometimes came under the rule of the
Polish state. Conflict periods, especially military events, are described in detail.

The main sources of early events in relations between peoples and neighbouring states are
chronicles, which are deepened and detailed by scholars on the basis of government
documents, letters, memoirs, and similar primary sources. Scientific and educational
literature broadly covers the relations between Poland and Kievan Rus.

Relations between Ukraine and the Czech Republic are presented in a small research base.
This can be explained by the fact that over more than a millennium of development of
relations between the Ukrainian and Czech peoples there have been virtually no conflicts

Published by ECSDEV, Viadei Fior, 34, 00172, Rome, Italy http://ecsdev.org



Y. Savelyev ¢f al. 47

and civilizational contradictions, in contrast to, for example, Polish-Ukrainian relations
(Tkachenko, 2013). However, the interest in Ukrainian-Czech relations is gradually
growing and the new works reflect dealings from ancient times to the present. If in the
tirst half of XX century they were covered mainly by I. Bryk (1921) and O. Kolessa (1924),
now they are studied in scientific institutions of Kyiv, Uzhhorod, Odessa, Kharkiv and
other scientific centres of Ukraine. Among them are O. Vahner (20006), R. Korsak (2016),
S. Motruk (2006), V. Ryeznikov (2014), I. Tkachenko (2013), P. Chernyk (2009).

The issues of international relations between Ukraine and Hungary are insufficiently
covered in the scientific literature. Most sources focus on the 11th — 13t centuries, which
can be explained by the generally friendly nature of ties and arranged marriages between
the House of Arpad and the Rurik dynasty. Studies of ancient times were carried out mainly
in Soviet Ukraine (Ukrainian-Hungarian historical times, 1964).

For researchers of relations between Ukraine and Poland, important sources are stored in
the Central Archives of Historical Records in Warsaw, the library of the National
Ossolinski Institute (Wroclaw), the library of the Polish Academy of Sciences (Krakow),
the Jagiellonian Library (Krakow), the National Library (Warsaw), the library of the Princes
Czartoryski Museum (Krakow), the Russian State Archive of Ancient Acts (Moscow),
Central State Historical Archives of Ukraine in Lviv, archive of the Institute of History of
Ukraine of the National Academy of Sciences of Ukraine.

Much of the information on Polish-Ukrainian relations during several waves of emigration
from the territory controlled by the Polish governments is stored in a scattered form
around the world in the archives of the Polish diaspora. It concerns the struggle for
independence after the national uprisings of the 19% century, WWI and WWII, as well as
the Polish People's Republic (Krochmal, 2005). Institutions such as the Polish Historical
and Literary Society and the Polish Library in Paris, the Polish Institute and Sikorski
Museum and the Polish Library in London, the Jézef Pilsudski Institute of America in
New York receive the greatest recognition. Many archival sources of Polish origin outside
Poland itself present information about relations with neighbouring states, as well as with
national and religious minorities, including Ukrainians, who have left Galicia en masse and
settled alongside ethnic Poles, mostly in North America since the end of the 19t century.
Bilateral relations between Ukraine and Slovakia do not have as extensive a historical
record as is typical for Ukraine’s relations with other V4 countries. Slovakia, like Ukraine,
is a new European country and it is no coincidence that Slovakia considers Ukraine a
‘forgotten partner’ (Kapitonenko, 2018), ‘unknown neighbour’ (Vorotniuk, 2016). As
relations between Slovakia and Ukraine had been studied insufficiently, the International
Centre for Policy Studies (ICPS) prepared a brief overview (2018) of their development.
The researchers note an important feature in the history of Ukraine and Slovakia, which is
that both countries played second fiddle in foreign relations and domestic policy in the
past (Hudak, 2000).

There is a growing interest in the history of international relations with Central and Eastern
Europe, including Ukraine, in the Russian Federation. M. Yurasov (2018) published a
study on the relations of Rus and its western neighbours in the pre-Mongol period and its
rise as a great power. H. A. Sanin (2018) studied the place of Russia and Ukraine in the
Westphalian system of international relations and the war against the Commonwealth. Ye.
I. Maleto (2018) chose the relations between Middle Age Rus and Constantinople,
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including the Russo-Lithuanian state, as the subject of his research. However, in the
publications of Russian scholars, Ukraine and the Ukrainian ethnic lands are considered as
part of the interests of the Moscow Empire, and the names ‘Rus’ and ‘Russia’ are used as
synonyms.

4. Relations Between V4 and Ukraine as a Centuries-Old Tradition of Good
Neighbourliness in the Face of Conflict

The accession of the V4 countries to the European Union in 2004 meant that the
fundamental task this group’s creation - rapid integration into Euro-Atlantic associations
— was achieved. Since then, the question of the expediency of Visegrad's continued
existence has arisen. Be that as it may, the enlargement of the EU at the expense of the V4
did not end the unification of Europe. The analysis shows that it makes sense to preserve
the group because it has the potential, firstly, to lobby for common interests in the EU
and, secondly, to promote the EU enlargement process using its own experience of the
V4 + model (Zub, 2018). This was confirmed by the signing of the Kromeriz Declaration
on 12 May 2004. Ye. B. Kish rightly notes that the integration of the Visegrad countries
into BEuropean and Euro-Atlantic structures opens up new opportunities and sets new
challenges for their further cooperation on issues of mutual interest. Visegrad Group
cooperation will continue to focus on regional activities and initiatives aimed at
strengthening the identity of Central Europe (Kish, 2008).

It is often said that you do not choose your neighbours. The history of Ukrainian state over
the last millennium largely echoes that of the Czech, Hungarian, Polish and Slovak peoples.
While, admittedly, throughout this time there were conflicts and contradictions, they were
overcome and the countries developed as European civilizations. Most importantly, the
mentality and values of these peoples changed in such a way that every time there were
misunderstandings, there were also methods and political will to solve the problem.

The Czech Republic is the only V4 country that has not had conflicts and disagreements
with Ukraine over the past millennium. However, this statement can be questioned, given
the campaign of Vladimir Vsevolodich (Monomakh) against the Czechs. However, the
prince was obliged to carry out this action under an alliance agreement with the Poles.
Thus, the Poles were the once with an argument with the Czechs in this event. Instead,
Ukraine's relations with the Czech Republic have long been historically mutually beneficial
(Table 1), which is a good basis for their further deepening in the future.

Table 1: Certain milestones in the system of Ukrainian-Czech relations

Milestone Description

history of relations - episodic conflicts|Prince Volodymyr Vsevolodych (Monomakh) marched
in more than a millennium of good|against the Czechs, helping the Poles as allies

dynamics

Christianity originally modelled on the Byzantine rites
famous Czechs in Ukrainian history  [Vladislav Opolsky - Czech prince and ruler of Galician
Rus

Pylyp Orlyk (of Czech descent) — Hetman of the
Zaporozhian army in exile and the author of the first
Ukrainian constitution
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Milestone Description
both nations as part of Austria-|accelerated growth of Ukrainians' awareness of national

Hungary dual state

identity and national consolidation; national consolidation
of the Czechs

friendly relations between the Czech
and Ukrainians after the First World
War

recognition of the Western Ukrainian People's Republic in
1918 and assistance to refugees from Ukraine

Prague is the centre of Ukrainian political, scientific and
literary emigration

the geopolitical system of dominant
Soviet influence

Slowdown of economic and social development

post-Soviet period

Ukraine is an important trading partner

cooperation in the field of energy security

Note: Data from Tkachenko, 1. (2013) and Korsak, R. V. (2016).

The development of Ukrainian-Hungarian relations has been characterized by good

neighbourliness and cooperation for

centuries. The Ambassador of Ukraine to Hungary

D. Tkach (2009) stated that the relations between the two countries in the past have not
been burdened by conflicts and problematic issues. Hungary has given great importance
to Ukraine as a state and Ukrainians as a people. This can be interpreted from the fact that

it opened official political contracts

at the highest level even before the collapse of the

USSR, thus showing support for Ukraine's aspirations for independence.

Table 2: Certain milestones in the sys

tem of Ukrainian-Hungarian relations

Milestone

Description

assistance in the search for a new
homeland by Hungarians in Europe

the passage of Hungarian tribes through the modern
territory of Ukraine on the way to Europe

political support for the establishment
of the Hungarian state

Kyivan prince Yaroslav the Wise grants protection to the
future king of Hungary Andrew 1

Arranged marriages between the House
of Arpad and the Rurik dynasty

Predslava (daughter of Vladimir I) — married to Grand
Prince Ladislas the Bold

Anastasia (daughter of Yaroslav the Wise) — married to
King of Hungary Andrew I (son of Vazul)

Eufemia (daughter of Vladimir Monomakh) — matrried to
King of Hungary Coloman the Learned

Euphrosyne (daughter of Mstislav I of Kiev) — married
to King of Hungary Géza II

divergence of political interests

Hungarian and Rus princes compete for the Galician
throne of the, 13™ century

crisis of the Austro-Hungarian absolute
monarchy  and  the  Hungarian
Revolution of 1848-1849

development of the national movement of Hungarians
and national self-awareness of the Rus (Ukrainians)

Hungary's support of the Ukrainian
struggle for state independence after
World War I

Extraordinary diplomatic mission of the Ukrainian
People's Republic in Budapest, which operated from
January 24, 1919 to the end of May 1924; was the last
Ukrainian mission closed abroad

The Treaty of Trianon in 1920 as part of|
the  Versailles-Washington  system,
which recorded the collapse of the

Attempts by Hungary to revise the terms of the Treaty of
Trianon, conflicts on the language issue

Austro-Hungarian Empire

© 2021 The Authors. Journal Compilation
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Milestone Description

cooperation during the period of|Declaration on the Principles of Cooperation between

Ukrainian independence the Ukrainian SSR and the Republic of Hungary on
Ensuring the Rights of National Minorities (signed on 31
May 1991)

On the Establishment of the Ukrainian Part of the Joint
Ukrainian-Hungarian Commission for Ensuring the
Rights of National Minorities (Document 238-92-n,
current version of June 8, 1996, grounds - 618-96-n
Notes: Data from International Centre for Policy Studies (2018, October, 24) and The Budapest Times (2019,
February 11).

The history of Ukrainian-Hungarian relations is marked by various expressions of good
neighbourliness (Table 2). This includes protection against the military threat; peaceful
resolution of disputes; marriages; Ukrainians in Hungary and Hungarians in Ukraine being
granted top government positions; sheltering of immigrants from the Rus' principalities
during the Mongol-Tatar invasion; creation of a Rus-Hungarian anti-Horde coalition;
military-diplomatic cooperation between the kings of Hungary and the Galician-Volyn
princes; Galicians being granted special rights in Hungary; five hundred years of joint
struggle against the Turkish invaders and against the Austro-Habsburg oppression
(Lytvyn, 2004).

However, the 20th-century geopolitical processes affected both states in a way that
introduced certain challenges to the development of bilateral relations. Ukraine withdrew
from the Russian Empire, but was occupied by its successor, the Soviet Empire — the
USSR, the consequences of which affect the country even today. Hungary withdrew from
the Austro-Hungarian Empire and was burdened by the effects of the First and Second
World Wars. This gives special significance to the new modern relations between
countries, which should follow the principles of good neighbourliness and mutually
beneficial partnership. This process has already started with the increase in the number of
working meetings between government officials and parliamentarians of both countries
after Hungary's accession to NATO and the creation of V4. It was at the summit of the
Prime Ministers of V4 and Ukraine in June 2003 that a statement on behalf of the
Presidents was released, proclaiming that the Visegrad Four countries were prepared to
cooperate with Ukraine using the V4 + 1 formula even after joining the EU (Tkach, 2009).
This resulted in the dynamic development of bilateral relations between Ukraine and
Hungary.

Ukraine’s history of relations with Poland is the longest and richest of all the state-building
nations that are cutrently Ukraine's neighbours in Central and Eastern Europe. As stated
in the publication of the International Centre for Policy Studies, prepared with the support
of the International Visegrad Foundation (2019), “Over this long period Poles and
Ukrainians went through joint fighting against external threats, situational alliances, and
wars between each other. They have been united and divided by issues of religion,
language, rights, and borders.” However, the events of the 20t century became an obstacle
in Ukrainian-Polish relations. This is primarily due to the consequences of the Ukrainian-
Polish war and the demarcation of borders after World War II.
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Table 3: Certain milestones in the system of Ukrainian-Polish relations (“remember the
ast, look towards the future’)

Kievan Rus

independent coexistence with elements of intervention in the struggle for thrones, military conflicts

with varying degrees of success, joint struggle against the Tatar-Mongols

Princely era (typical of relations between the courts in Europe)

» Grand Prince of Kiev Sviatopolk the Accursed matried the daughter of Boleslaw I the Brave

» Boleslaw I the Brave intervened in the strife in Kievan Rus - suppotted his son-in-law in the

fight against Yaroslav I the Wise, defeated the latter in the battle of Buh, captured Kiev and

returned the Cherven cities. However, because of a rebellion of Kyiv residents he had to flee to

Poland, capturing Kiev treasury.

» Casimir I11, taking into account the ancient traditions of independent statehood of the Galicia-

\Volyn principality, called himself not only the King of Poland but also the King of Rus (1350-

1358). Separate coins and coats of arms were minted for this territory.

Late Middle Ages

Galicia under the rule of Poland; Polonization and Catholicization of a large part of the Rus

nobility; the conclusion of the Brest Union and the formation of the Ruthenian Uniate Church;

abolition of the Hetmanate on the Right Bank at the end of the 17t century; exclusion of the Rus

(Ukrainian) language from recordkeeping

Poles and Ukrainians in the Moscow Empire (later the Russian Empire)

Although the Moscow authorities preserved the influential position of the Polish intelligentsia in

the social structure of the western provinces, the latter supported the Ukrainophile trends,

contributing to the emergence of the Ukrainian national movement.

Lithuanian - Polish era of Ukrainian history

Lviv and Halych recognise Polish supremacy in exchange for confirmation of their privileges

World War I and the struggle of Poland and Ukraine against Bolshevik Russia

struggle for the independence of Poland and Ukraine; newly created Poland and the Ukrainian

People's Republic led by Petliura; Poland's support for Ukraine in the fight against Bolshevik

Russia; military union of Poland and Ukraine; collisions in Lviv; Polish-Ukrainian war; Riga Peace

1921

Volyn tragedy; Operation Vistula

» bloody Ukrainian-Polish conflict duting World War IT in the tetritoty of the Republic of Poland

occupied by Nazi troops, where its citizens, who of Polish and Ukrainian ethnic origin had been

living together;

» ethnic cleansing by the decision of the party and state leadership of the USSR, the Republic of]

Poland and the Czechoslovak Republic

Formation of Ukrainian state independence

Polish parliamentarians participate in the work of the constituent assembly of the Congtess of the

Pecople’s Movement of Ukraine in September 1991 and the establishment of a new model of Polish-

Ukrainian relations; Poland recognises the independence of Ukraine on December 2, 1991, first]

among foreign states; Poland is Ukraine's second largest trading partner

Retrospective look at Ukrainian-Polish relations

Ukrainian-Polish relations - more than a millennium of coexistence of two ethnically and culturally|

related peoples with good dynamics, periods of joint struggle against external threats, situational

alliances and civilizational contradictions traditional for all European countries, conflicts and

military confrontations

Note: Printed from Lytvyyn, M. (2010-2071).
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The milestones selected in Table 3 displaying the development of Polish-Ukrainian
relations can be supplemented by both positive and negative facts and events. However,
the relations between nations that have coexisted for millennia and entered the second
millennium with dignity as independent and democratic states, a priori cannot be
dominated by negativity, as it leads only to discord. Nevertheless, the history of Polish-
Ukrainian relations is the evolution of two civilized nations, which as per objectively valid
social laws are designed to ride into the proverbial sunset together with positive assets in
historical backseat. And although the story is hardly over yet, the history is crucial for faster
progress, and for wins to outnumber the losses. We must agree with T. Snyder (2011), “It
is for us as scholars to seek these numbers and to put them into perspective. It is for us as
humanists to turn the numbers back into people. If we cannot do that, then Hitler and
Stalin have shaped not only our world, but our humanity”. Shifting blame is meaningless.
The history of Eastern and Central Europe or, according to T. Snyder, ‘bloodlands’ should
motivate a new paradigm of productive cooperation, devoid of the misguided narratives
of the past.

5. Strategy of Targeting Integration Processes in the Real Economy Sector of V4 +
UA

Given the European integration strategy of Ukraine, the fact that Visegrad Four
has become a powerful institutional resource to promote EU enlargement in the process
of its development is one of its most important qualitative features. Such power is the
result of the association’s experience in accelerated implementation of tasks, the solution
of which gives grounds to apply for EU membership and be accepted. However, you can
take full advantage of this experience only if you gain membership in V4 first. That is why
Ukraine should single out the development of cooperation with V4 as an integral part of
its strategy. This does not preclude, on the contrary, it envisages the continuation of
cooperation in the implementation of reforms, mainly within the framework of the
Association Agreement between Ukraine and the EU.

The task of Ukraine and V4’s integration requires a certain capitalization of the parties’
assets, the joint use of which would allow them permanent access to added value. The
assets of Ukraine that can become a collective source of economic development are human
and natural resources, and vast territories, including the land and sea borders as a separate
and important factor.

Effective use of the expansion potential of the V4 + UA model requires a strategic
approach due to its scale. Currently, the Visegrad Group does not have a common strategy
for economic development. Efforts are concentrated mainly on individual projects, in
particular energy, road, cross-border, etc. initiatives, which Ukraine is partially involved in.
Deeper integration of the neighbouring countries requires the interests of the parties to be
balanced in all areas. This would contribute to a significant increase in the capacity of the
Five to implement the European Neighbourhood Policy. In these circumstances, Ukraine
would be interested in a coordinated partnership to accelerate the process of reforming
economic and social life. Regionally for the three, i.e. the EU, V4 and Ukraine, such an
integration project would be a way to expand and strengthen the zone of stability, peace
and prosperity on the European continent.
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Ukraine's economic integration with the V4 countries is developing mainly in the field of
trade. Considering that the countries are neighbours, the volume of Ukraine’s trade with
the V4 countries is relatively small: in 2018, the Group’s share in exports was 14.04 per
cent and 11.3 per cent in imports. In addition, with Poland and the Czech Republic, i.e.
with the largest economies of the group, the trade balance was negative (Table 4).

Table 4: Ukraine’s foreign trade in goods with the EU and V4 countries in 2018

Export Import Balance
Thousand | % of Ukraine's | Thousand | % of Ukraine's thousand U’SD
USD foreign trade USD foreign trade
Total 47334987,0 - 571875780 - —9852591,0
Visegrad Four
Poland 32572485 6,89 3641921,5 6,37 —384673,0
Slovakia 863926,4 1,83 525879.4 0,92 338047,0
Hungary 1646045,9 3,48 1260239,9 2,20 3858006,1
Czech Republic | 878035,7 1,85 1034786,6 1,81 —384673,0
V4 Total 6645256,5 14, 04 6462827 4 11,30 -45492.9

Note: Data from State Statistics Service of Ukraine (2018).

At the same time, it should be noted that despite the importance of international trade, the
limited cooperation achieved solely through it is insufficient for the development of
integration processes. Any integration model in the economic sector cannot be based only
on the international movement of goods and services. European integration develops on
the idea of a single economic space based on free movement of four factors: goods,
persons, services and capital. The use of these freedoms in Ukraine requires the
development of cooperation primarily in the field of manufacturing, financial services, and
banking, especially investment, services.

It should be noted that V4's investment activity in the Ukrainian market does not
correspond to the economic potential of any of its member countries. FDI from V4
countries to Ukraine amounts to 1,282.3 million USD or 5.2 per cent of EU equity in
Ukraine. In these processes, Poland and Hungary dominate among the members of the
group. The share of their equity in foreign direct investment of the Visegrad Four countries
in Ukraine is equal to 85.3 per cent (46.3 per cent and 39.0 per cent, respectively). The
reverse, namely the foreign direct investment from Ukraine to the V4 countries, are even
more meagre: 24.8 million USD or 0.4 per cent of FDI to EU countries (Table 5). This
indicator shows a lack of balance in the development of international economic relations
between the neighbouring countries and the weakness of the diplomatic services of
Ukraine in the V4 countries and vice versa.

Table 5: V4&s FDI (equity) in the economy of Ukraine and Ukraine’s FDI in the economy
of the EU and V4 as of 31.12.2018

FDI in Ukraine FDI from Ukraine
Million USD V4/EU, % Million USD V4/EU, %
Total EU 247427 - 6075,5 -
Total V4 1282,3 52 24.8 0,4

© 2021 The Authors. Journal Compilation © 2021 European Center of Sustainable Development.
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by individual country and share

FDI from V4 in| Share of FDI from V4-| FDI from Shate of FDI in V4-
Ukraine, million| member to total FDI | Ukraine in V4, |member to total FDI in
USD from V4 in Ukraine, % | million USD | V4 from Ukraine, %
Poland 593,9 46,3 6,7 27,0
Slovakia 74,3 5,8 0,4 1,6
Hungary 500,1 39,0 16,8 67,7
Czech Republic 114,0 8,9 0,9 3,6

Note: Data from State Statistics Service of Ukraine (2019).

When developing Ukraine's economic strategy, it is necessary to first direct its integration
towards the Polish industrial complex. Features of its intra-industry trade are the basis for
this. Machinery, devices and transport equipment have the largest share in Poland's exports
and imports. In 2019, it amounted to 38.1 per cent of their imports and 36.3 per cent of
their exports (Business Insider Polska, 2020). At the same time, in Ukraine the share of
exports of capital goods, transport equipment, and parts and accessoties thereof, as well
as passenger motor cars according to the statistics of their total volume in 2018 amounted
to 3.2 per cent (1.4 billion USD), while imports of the same categories added up to 18.0
per cent (11.5 billion USD) (State Statistics Service of Ukraine 2019).

This state of affairs is the result of a protracted crisis in the Ukrainian economy due to the
slow resolution of transformation problems, the lack of systemic market reforms and
political disorder. However, Ukraine began post-socialist changes in its economy when
automobile, railway transport, energy, aircraft, space, production of equipment for heavy
industry, military-industrial complex were among the better-developed industries. This is
preserved in the historical memory of the population in the form of psychological
readiness for the revival of machine-oriented production of modern products.

It can be predicted that the growing attractiveness of the Ukrainian market among Polish
business should provoke a similar reaction from Czech, Slovak and Hungarian
entrepreneurs, otherwise this niche will be occupied by companies from other countries.
At the same time, Ukraine, firstly, should use the experience of V4 countries in attracting
FDI and, secondly, develop levers to increase the interest of their business in the Ukrainian
market. According to experts from the German Advisory Group, “The cases of the Czech
Republic and Slovakia, which both opened their economies to foreign capital before EU
accession, illustrate that openness to international investors can also be a key component
of a modernisation strategy” (Saha et al., 2014).

The Czech Republic's interest in integration into the machine industry of Ukraine will grow
given that the key products of the Czech Republic's foreign trade are vehicles, especially
cars, and it has become the fifth largest producer thereof in Europe. Exports of industrial
and electrical equipment are developing equally rapidly.

Strengthening integration processes with the machine industry of Central and Eastern
Europe is also promising for Slovakia or, as it is now often called, the ‘“T'atra Tiget’. Since
the 2000s, it has been actively involved in the processes of international division of labour
in this field, and it ranks first in the world for the production of cars per capita since 2007.
At the same time, the economies of the Czech Republic and Slovakia have historically had
and continue to maintain effective relations. Today, Slovakia is the Czech Republic's main
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trading partner aside from Germany, both in terms of exports and imports. With the
country’s population at 5.4 million, the automotive industry attracts 80 thousand workers.
Finally, Hungary has made a serious move towards mechanical engineering in recent years.
The country has created favourable conditions for attracting investment, thanks to which
many global holdings including Raba, Suzuki, and Mercedes, are willing to build powerful
machine-building plants in the country.

Ukraine has a developed sectoral structure of the machine industry and a large market, but
the automotive industry is its weak link. At present, it can be considered as a young sub-
sector. The country’s car industry has a low level of saturation (219 cars per 1,000
inhabitants in 2018, 71st place in the world (List of countries by vehicles per capita, 2020)).
At the same time, a significant part of the population uses used cars. According to the
Employers’ Federation of Automotive Industry, for every new car bought, four or five
used cars are purchased (Biznes, 2020). However, there is a growing trend of demand for
new cars. For instance, 88.5 thousand new cars were registered in 2019, which is 8 per cent
more than in the previous year (Litvinchuk, 2020).

6. Conclusions

Thus, in Central and Eastern Europe there are favourable conditions for the
creation of a regionally integrated machine industry with fragmented production within a
global-scale network and high added value. The development of this area of integration
requires the development of a joint strategy for technology transfer in the field of 4.0
industry, the implementation of which should include research and design institutions,
quality human capital, large businesses, small and medium-sized businesses, and
multinational banks. To this end, geographical consolidation of macro- and micro-
integration based on balancing national and local interests must be achieved at the political
level from the outset.

Given the scale of the project, its success can be ensured by forming an effective
intergovernmental management mechanism. This task should be implemented within the
framework of the Visegrad Group, whose decisions on the integrated machine industry
should be made with the participation of Ukraine. At the same time, it is advisable to
determine the list and principles of legislation that would be submitted for patrliaments’
consideration. The transformation of relations between Ukraine and the Visegrad Four
caused by the integration in this case would take an ad hoc format, which can be represented
by the model V4+UA. Its framework provides a basis for joint development and
implementation of large interstate projects. Such a strategy of cooperation between the
Group and Ukraine would have the potential for further interconnected economic
development, which would encourage the search for a corresponding political
superstructure. In this context, the transformation of V4+UA into the Visegrad Five (V5)
can be considered as one of the options.

The development of integration processes in Central and Eastern Europe will encourage
the establishment of other alliances at the regional level. These include the concepts of a
partnership bloc of states from the Baltic to the Black and Adriatic Seas, the Intermarium,
the Bucharest Nine (B9), Via Carpatia, which have been discussed for decades as viable
ideas by both experts and political leaders.

© 2021 The Authors. Journal Compilation © 2021 European Center of Sustainable Development.
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