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MODELS OF ECONOMIC OPENNESS OF EUROPEAN
COUNTRIES AND UKRAINE: A COMPARATIVE ANALYSIS

The article raises the question of whether the openness of an individual country’s economy
corresponds to the level of its economic development. Retrospective analysis indicates the existence
of a long-term close interdependence of the growth of international trade and world GDP with an
accelerated increase in the share of exports. But in recent years, this share, having reached its maximum
in 2008, has demonstrated an amplitude fluctuation with a range of 30%. Therefore, a hypothesis
has been put forward regarding the existence of a probable limit of export-led growth and economic
development at the expense of increasing the level of openness of the national economy.

In the study, the authors conduct an analysis of the models of economic openness used in a
number of European countries, compare them with the Ukrainian model, and put forward proposals
regarding the principles of building a post-war foreign economic model of Ukraine.

In the process of research, the authors have designed a system of absolute and relative indicators of
economic openness and determined a number of factors affecting the degree of economic openness. The
concepts of financial openness and foreign trade openness have been specified. It has been proved that
the state has more freedom of choice in the formation of financial openness than foreign trade openness.

Based on the analysis of a sample of countries (8 countries of the European Union with different
levels of economic development, including former socialist countries and Ukraine), the authors have
explored the dynamics of foreign trade openness over the past ten years. As a result, two groups of
countries have been identified: a group with a certain fluctuation of the indicator and a group with
a clear direction of the change in the indicator (either decrease or increase). It has been found that
more developed countries, as a rule, belong to moderately open economies. In contrast, countries that
relatively recently have become members of the European Union have ultra-open models.

A more detailed analysis of economic openness has been carried out by calculating the ratio of net
exports to GDP. This made it possible to qualify countries in another way: economies where the indicator
fluctuates within 1-2% and economies with a dynamic indicator. It has been determined that states that
have recently switched to a mixed economic model tend to show an increase in the positive net exports.

Given the fact that there are no generally accepted indicators of financial openness, the authors
have proposed to use a two-fold excess of the country’s GDP by the sum of foreign assets and liabilities
as a criterion of openness. According to this criterion, only Ukraine and Poland should be classified as
countries with moderate openness. All other economies can be considered ultra-open.

The analysis of the net investment position allows, firstly, to identify a country as a net recipient
or a net investor, and secondly, to assess the degree of influence of this indicator on internal processes
in comparison with GDP.
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The relative indicators of openness and pair correlation have been also calculated for the indicators
used to determine the level of foreign trade openness and financial openness of the countries under
study, in particular: exports of goods and services; foreign direct investment, GDP and export quota.

Based on the results of the study, it has been found that Ukraine’s foreign trade model should be
dynamic, changing its type from decreasing to growing with a gradual transition to a positive net export
value. The model of financial openness should change in the direction of transition from the existing
model to dynamic one with positive dynamics of the openness indicator. However, growth should
be driven by non-debt-creating foreign exchange flows, since the level of public debt (in particular,
external debt) will be too high anyway. Under this condition, the growing negative value of the net
international investment position will not create an additional threat to the country.

Keywords: economic growth, openness of the economy, integration processes, foreign economic
model, foreign trade openness, financial openness, foreign trade turnover, net investment position,
foreign direct investment, net exports

JEL: F11, F43, F21, P33

VY craTTi TOCTiKYIOTHCS TUTAHHS BiINOBITHOCTI BIIKPUTOCTI EKOHOMIKH OKpeMoi KpaiHu piB-
HIO €KOHOMIYHOTO PO3BHUTKY. PeTpocneKTHBHMIA aHali3 BKa3zye Ha iCHYBaHHS NPOTATOM TPHBAJIOTO
TEpMiHYy TiCHOI B3a€EMO3aJIeKHOCTI 3pOCTaHHsI MIXKHAPOIHOI Toprisii Ta ceitoBoro BBII npu mpucko-
peHOMY 30UIBIICHH] YaCTKH eKCIOPTY. AJie B OCTaHHI POKH LSl 4aCTKa, JIOCSATIIH CBOT'O MAKCUMyMY B
2008 p., IpoJeMOHCTpYBaJa aMILIITy1He KoJMBaHHs Y Jiarnazoni 30%. Tomy Oyii0 BUCYHYTO rirnoresy
110710 ICHYBaHHS HMOBIPHOT ME3Ki €KCIIOPTOOPIEHTOBAHOTO EKOHOMIYHOTO 3pOCTAHHS Ta EKOHOMIYHO-
TO PO3BHTKY 3a PaxyHOK 301TBIICHHAS PIBHS Bi,I[KpI/ITOCTi HAITIOHAIEHOI EKOHOMIKH.

IIpoBeneno anami3 Mozeneil BIAKPUTOCTI EKOHOMIKH, SIKi BUKOPHCTOBYIOTBCS Y psini eBponeH—
CBKHX KpaiH, iX 3icTaBJICHHS 3 YKPATHCHKOIO MOJIE/IITIO Ta BUCYHYTO MIPOTIO3UILIT 111010 TIPUHIHIIIB TI0-
Oy10BM TICIISIBOEHHOT 30BHIITHHOSKOHOMIUHOI MOJIEII HAIIOT KpaiHH.

VY mporieci gociimpkeHHs 0yi0 cOpMOBaHO CUCTEMY aOCOIOTHHX Ta BIIHOCHUX MOKA3HHKIB BiJl-
KPHUTOCTI EKOHOMIKH, a TaKOX BH3HA4YEHO sz (DAaKTOPIB, SIKi BILIMBAIOTH HA CTYIIHB BiKpuTOCTi. BHo-
KPEMJICHO MTOHSTTS (PiHAHCOBOI Ta 30BHIIIHHOTOPTOBEIBHOI BiIKpUTOCTI. [IprdoMy oBenieHo, mo y aep-
»KaBH OibIe cBOOOIM BUOOPY y (hopMyBaHHI (piHAHCOBOT BIKPUTOCTI, HIK 3OBHimH50TopFOBeJILH0'1'

Ha ocHoBI aHamizy BH61pKH KpaiH (8 KpalH €Bp01‘IeI/ICLKOFO Co103y 3 pi3HUM plBHeM €KOHOMIY-
HOT'O PO3BHUTKY, B TOMY YHCIIi B MHHYIIOMY couianicTUyHi KpaiHi Ta pralﬁa) JOCITIPKEHO JIMHAMIKY
[IOKa3HUKa 30BHILIIHBOTOPIOBEIBHOI BIIKPUTOCTI 32 OCTAHHI JIECATh POKiB. Y pe3yJibTari c(hopMOBaHO
JIBl TPYyTIN: TPyTIa 3 IIEBHUM KOJMBAHHIM MOKA3HHUKA Ta IPYIIa 3 YITKUM CIIPSIMyBAaHHSIM 3MiHH ITTOKa3-
HuKa (200 3HIKEHHS, a00 301IbIICHH:). 3’ sICOBaHO, 110 OibII PO3BUHEHI KpaiHu, SIK MPaBUIIO, HAJIC-
JKaThb JI0 TOMIPHO BIIKPUTHX eKOHOMIK. | HaBmaku, KpaiHu, Ki MOPIBHAHO HEIIOAaBHO CTATH WICHAMHA
€Bporeiicbkoro Cor3y, MatOTh HaIBIAKPHUTI MOECII.

[IpoBeneHo OUIBIIT PO3rOPHYTHI aHAI3 BIIKPUTOCTI 3a JIOTIOMOIO0 PO3PAaXyHKY [MOKa3HHUKA BiJl-
HouIeHHst yncToro excriopty 1o BBII. Lle no3Bonmio nposecty 1ie oy KBanidikarito KpaiH: eKoHO-
MIKH, B SIKHX ITOKa3HUK KOJMBAETHCS B Mexax 1-2%, Ta kpaiHU 3 IMHAMIYHUM TOKa3HUKOM. Busna-
YEHO, IO JICP>KaBH, SIKi HEIIOAABHO TEPEHIIIIN 10 3MIIIaHOI €KOHOMIYHOI MOJIENIi, MAOTh TCHACHIIIFO
710 301IBIIEHHSI TO3UTHBHOTO TTOKA3HUKA YUCTOTO EKCIIOPTY.

3 orisay Ha Te, IO 3arajibHOIPHUHSITHX MMOKAa3HUKIB (hiHAHCOBOI BIIKPUTOCTI B3araii He iCHYE,
aBTOP 3alPOINOHYBaB 3aCTOCOBYBATH SIK KPUTEPii BIAKpUTOCTI 1BOKpaTHe nepesuiieHHs BBII kpainu
CYMOIO 3aKOPJJOHHHX aKTHBIB Ta 3000B’s13aHb. 3a IMM KpHuTepieM jnine Ykpainy ta [lonbury ciin Bin-
HECTH JI0 KpaiH 3 MOMiIpKOBAHOIO BIIKPUTICTIO. Y Ci 1HIII €eKOHOMIKH MOYKHA BBaXKaTH HABIAKPUTHMH.

IIpoananizoBaHuii TOKa3HUK YHCTOI IHBECTHIIMHOI MMO3MII{ JO3BOJISIE, TTO-TIEPIIE, iMCHTUDIKY-
BaTH KpaiHy SIK HETTO-peIHITieHTa abo K HETTO-IHBECTOpA, i, MO-Apyre, mopisHAHO 3 BBII ominnTn
CTYMiHb BIUIMBY LILOTO MOKa3HUKA Ha BHyTleIH] MIPOLIECH.

Takox TMPOBEICHO PO3PaXyHOK BIZITHOCHUX IOKa3HUKIB Bl}IKpI/ITOCTl Ta NmapHol Kopeusii Juis
PI3HHX IOKA3HUKIB, SIKI BUKOPUCTOBYBAJIUCS /ISl PO3PAaXyHKY PiBHS 30BHIIIHBOTOPrOBEJILHOT Ta (i-
HAHCOBOI BIAKPUTOCTI JOCIIKYBAaHUX KpaiH, 30KpeMa: eKCIOPT TOBApiB Ta MOCIYT; MpsMi IHO3EMHI
igBectuii, BBII Ta excmopTHa KBOTA.

3a pe3ynbpTaTaMu JOCIHIIKEHHS BCTAHOBIICHO, 110 30BHIITHHOTOPTOBEIbHA MOJIENb YKPAiHU Ma€e
OyTH JUHAMIYHOIO, SIKa 3MIHIOE CBIlf THII 31 CIIAal0OuOro Ha 3POCTAOYUI 3 MOCTYIIOBUM IMEPEXOIOM
JI0 IO3UTHBHOTO 3HAYEHHSI YUCTOTO eKcropTy. Mosenb (hiHaHCOBOT BiIKPUTOCTI MOBUHHA 3MIHUTHUCS
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y HaIpsiMi TIepexoay Bix copMOBaHOI O AMHAMIYHO] 3 TO3UTHBHOIO THHAMIKOIO TTOKa3HHUKA BiIKPH-
tocti. OJJHaK 3pocTaHHs Ma€e OyTH 32 paXyHOK BAIIOTHUX ITOTOKIB, sIKi HE CTBOPIOIOTH 3200prOBaHOCTI,
OCKIJIbKH PiBEHB JIep>KaBHOTO 00pry (30KpeMa 30BHILIHBOT0 OOpry) i Tak Oy/ie Ha/ITO BUCOKUM. 3a Ii€i
YMOBH 3pOCTaroue Bijl’€MHE 3HaYE€HHs YMCTOI MDKHAPOIHOT iHBECTHLIIIHOT To3uMii He Oyne cTBOpIO-

BaTH JTOJJATKOBOI 3arpO3H IS KpaiHu.

Kniouosi cnosa: ekonomiune 3pocmanns, 6i0Kpumicms eKOHOMIKU, iHMezpayiiini npoyecu,
308HIUIHBLOECKOHOMIYHA MOOEb, 306HIUIHLOMOP20BEIbHA GIOKpUmMIcmb, (hinancosa 6iOKpumicmb,
308HIUWIHLOMOP206ENILHUTL 000pOmM, YucCma iHeecCmuyiiHa no3uyisa, npami iHoO3emHi iHeecmuyii,

yucmuil ekcnopm
JEL: F11, F43, F21, P33

Introduction. For a long time, it was be-
lieved that the increasing openness of national
economies is a general pattern of the devel-
opment of the world economy. And the facts
confirmed such ideas. After all, the world trade
grew almost twice as fast as the world GDP.
This led to a significant increase in the ratio
of exports of goods and commercial services
to world production. So, if in 1986, according
to the World Bank, this indicator was 16.7%,
then, growing steadily, in 2008 it reached its
historical maximum - 31.2% [1].

However, in recent years the situation has
changed dramatically. First of all, the economic
crisis led to the fact that in 2009 the share of ex-
ports in the world GDP decreased to 26.5%. And
although in 2011 the indicator almost reached its
pre-crisis level, in subsequent years there has
been a clear downward trend (Fig. 1).

Of course, we can try to explain the
situation by a prolonged world depression,
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a pandemic or some other external factors.
However, it appears that the increase in the
proportion of exports in the structure of
GDP, being one of the indicators of the eco-
nomic openness, has encountered some “in-
visible” obstacle, reaching the limit of 30%,
and cannot overcome it. Most likely, this
phenomenon prompts a revision of the idea
of increasing openness of the economy as a
universal trend in its development. This has
already happened, for example, with integra-
tion in connection with the strengthening of
disintegration processes [2].

On the other hand, the problem of open-
ness of the economy becomes especially rel-
evant for the post-war reconstruction of both
Ukraine and the whole of Europe. In fact, to-
day it is generally recognized that the foreign
economic model of Ukraine in the pre-war
period was far from optimal. The leadership
of the united Europe also recognizes the mis-

2014 2016 2018 2020 2022

Fig. 1. Exports of goods and services as a share of the world GDP [1]
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calculations in this area, which were mani-
fested in the excessive dependence of the
economy on individual suppliers, which cre-
ated additional threats to economic security.

The purpose of the study is to analyze
the models of economic openness used in a
number of European countries, compare them
with the Ukrainian model, and develop pro-
posals regarding the principles of building a
post-war foreign economic model of Ukraine.

Analysis of recent publications. In the
last decade, the issue of economic openness
of countries has been actively studied by both
foreign and domestic scientists. At the same
time, among the issues related to the degree of
openness of the economy, Ukrainian research-
ers mainly focus on such issues as: assessment
of the potential impact of the development of
foreign trade on the intensification of trade pro-
cesses within the country and the threats posed
by the excessive openness of the economy [3];
clarification of the reasons that determine a par-
ticular level of openness of the economy [4];
calculation of general indicators of trade and
total openness of the economy [5—6]; compar-
ing the risks of both excessive openness of the
economy and “neo-protectionism’ [7]. In par-
ticular, S.O. Bila emphasizes that the risks to
the economy that openness entails can be mani-
fested in the destructive influence on the coun-
try’s economy caused by both the world com-
munity as a whole and individual countries that
occupy leading competitive positions in the
world market; in the emergence of insurmount-
able obstacles to strategic planning due to ex-
cessive dependence of the domestic economy
on unpredictable changes in the world market;
in the transformation of the country into a com-
modity appendage of developed countries, etc.
At the same time, the author warns about the
possible negative consequences of attempts
to revive protectionism, specific to the admin-
istration of the previous US president Donald
Trump [7].

The main leitmotif of foreign research on
the problems of openness of the economy is the
search for indicators that most adequately reflect
this process. Thus, the authors [8] try to char-
acterize the state of openness of the economy
through indicators of the degree of participation
of in the world trade. They proposed a new in-
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dicator, which they describe as “trade potential
index”. This indicator quantifies the impact of
a country’s transition to free trade standards in
international economic relations on its level of
well-being. Using standard mathematical mod-
els, the authors proved that the openness of the
economy is a more profitable form of conduct-
ing international trade than economic autarky.

At the same time, D. Rodrik [9] warns
that calls for free trade can only be a cover
for the implementation of selfish behavior on
the part of politically well-connected firms —
international banks, pharmaceutical compa-
nies, and multinational companies. They can
lead to freer, mutually beneficial trade through
the exchange of market access. But they are
likely to lead to purely redistributive outcomes.

The authors of a significant number of
studies try to go beyond foreign trade in goods
and services as the only way to characterize
the openness of the economy. Increasingly
popular is the indicator of financial openness,
which is calculated as the ratio of the sum of
foreign assets and external liabilities to GDP,
expressed as a percentage. Specialists of the
International Monetary Fund calculated the
value of this indicator for 203 countries of
the world for the period from 1970 to 2015
[10]. T. Saadma and A. Steiner [11] supple-
ment this general indicator with a number of
partial indicators of financial openness.

The approach proposed by a group of
researchers [12] is quite interesting. Summa-
rizing the existing approaches to indicators of
economic openness, scientists come to the con-
clusion that the ratio of foreign trade turnover
to the country’s GDP demonstrates “de facto”
openness. However, it may turn out that even
a country with a high value of this indicator
is not actually an open economy, since there
are significant foreign trade tariff or non-tariff
barriers. The same can be said about financial
openness, where, along with significant capi-
tal flows, there are certain restrictions on for-
eign direct investment or investment abroad.
Therefore, the authors propose to supplement
the concept of “de facto” openness with the
concept of “de jure” openness.

At the same time, despite a significant num-
ber of studies, the criteria for selecting a model of
economic openness by countries (as well as clas-
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sifications of these models) remain unexplored.
Since Ukraine will face the issue of choosing a
new model of foreign economic activity in the
post-war period, the study of existing models and
factors of their choice is extremely relevant.
Research methods and information
base. To achieve the goal, the following meth-
odological approaches will be used in this article:
1. A system of indicators, which in-
cludes absolute and relative indicators (Table
1), will be used to evaluate the model of open-
ness of the economy. Absolute indicators al-
low to assess the degree of openness of the
economy independently of other countries,

focusing only on certain criteria. The assess-
ment of relative indicators requires manda-
tory comparison with similar indicators of
other countries, since there are no more or
less recognized criteria in this regard.

2. The degree of economic openness is
determined by a number of factors, among
which mention should be made of the level
of provision of endowment with natural re-
sources, the share of lower-tech industries,
the degree of specialization of production,
the level of international competitiveness of
national production and the chosen model of
foreign economic activity (Fig. 2).

Table 1

System of indicators of economic openness*

Absolute indicators

Foreign trade openness

Export quota (ratio of exports of goods and services to GDP)

Import quota (ratio of imports of goods and services to GDP)

Ratio of external trade to GDP

Financial openness

Ratio of foreign assets to GDP

Ratio of liabilities to non-residents to GDP

Ratio of direct investment abroad to GDP

Ratio of foreign direct investment to GDP

Relative indicators

Relative indicators

Foreign trade turnover per capita

Relative indicators

Direct investment abroad per capita

Foreign direct investment per capita

Developed by the authors.

The level of
endowment with
natural resources

The degree of
specialization of
production

Economic
openness

The chosen model of foreign
economic activity

The share of lower-
tech industries

The level of
international
competitiveness of
production

Fig. 2. Factors of economic openness (developed by the authors)
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Of course, this list is not exhaustive. It
can be supplemented with other factors. But
the most important ones are listed here. All of
them are interconnected and influence each
other. However, in the final analysis, they
manifest themselves in a generalized form
through the adoption by the state of a certain
model of foreign economic activity. It should
be emphasized that the state’s freedom of
choice largely depends on the strength of
these factors. For example, countries with
high competitiveness of their production
have more freedom to choose one or another
variant of the foreign economic model. On
the other hand, the limited supply of own
resources will push the state towards greater
openness of its economy.

And one more thing to remember:
the state has more freedom of choice in
the formation of financial openness than
foreign trade openness. If the first one is a
consequence of a particular political will
and the perception of state leaders about the
consequences of international currency and
financial flows (subjective factor), then the
second one depends more on the real state
of affairs in the economy (objective factor).
Although, for the sake of fairness, it should
be recognized that the real state of affairs is
largely determined by subjective decisions at
previous stages of economic development.

3. Nine European countries (including
Ukraine) were selected for analysis, which
differ quite significantly in terms of economic
development indicators (GDP per capita) and
most often use different models of foreign
economic activity. In particular, the analysis
involves the countries of the Visegrad Four
(Poland, Czech Republic, Slovakia and
Hungary), whose economic models are
most often offered as benchmarks for the
Ukrainian economy. The data provided on
the websites of the International Monetary
Fund, the World Bank, and the CIA library
served as the information base for calculating
the indicators of foreign trade and financial
openness. Correlation analysis is used to
assess the degree of interdependence between
individual indicators.

Research results. To assess the foreign
trade openness of the economy, we will use
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the most common indicator — the ratio of
the value of exports and imports of goods
(foreign trade turnover, TO) to the country’s
GDP. 9 countries were selected as the object
of the study, 8 of which are members of the
European Union and Ukraine is a candidate
for membership in this association. The
selection includes both the most developed
EU countries (Germany, France, the
Netherlands), with an average level of
development (Spain), and former socialist
countries (Czech Republic, Slovakia,
Hungary and Poland), which are somewhat
inferior to the “old” members in terms of
GDP per capita. It should be noted that the
gap between the sample country with the
highest GDP per capita (the Netherlands) and
Ukraine is almost 13 times. Even its closest
neighbor (Poland) is almost 4 times inferior
in terms of this indicator. Of course, the level
of development leaves a certain imprint on
the choice of the model of openness of the
economy, but it is not exclusively dominant.

Table 2 shows the indicators of the
economic openness over the past 10 years.
The order in which countries were placed was
determined by GDP per capita (from highest
to lowest). Analysis of the data in Table 2
allows us to draw several conclusions.

1. Among the selected countries, it is
possible to distinguish those in which models
of foreign trade openness have already been
formed, and those in which models are still
being formed. The first group includes the
Netherlands, Germany, France, the Czech
Republic and Hungary, and the second group
includes all the others. The criterion for
division is the dynamics of the indicator. So,
if we take the Netherlands as an example, it
turns out to be impossible to determine the
direction of the change in the indicator. We
can talk about its certain fluctuations within
minor limits. An exception may be some
years in which, under the influence of some
external factors, the indicator may deviate
from a more or less stable average value (for
example, 2020, when the pandemic caused a
certain reduction in world trade).

The second group is characterized by a
clear direction of change in the indicator. And
here two subgroups should be distinguished:
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Table 2
Foreign trade openness of countries (ratio of foreign trade turnover to GDP, %) *

Countries 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
The Netherlands | 152.4 |151.6 |152.4 [157.7 |148.8 |156.1 |158.8 |155.3 |145.8 [154.5
Germany 862 [853 846 862 847 |873 884 877 |813 895
France 60.8 [60.6 [61.0 |64.1 [63.7 |65.1 668 662 |58.8 |63.9
Spain 61.0 [61.8 [63.9 [64.0 [63.9 (669 |67.6 |67.1 |60.1 |68.2
Czech Republic | 146.6 |146.1 |157.9 [155.2 |150.8 [151.5 [148.0 [142.1 [134.3 [142.2
Slovakia 177.0 |181.7 |178.8 |178.1 [182.5 [188.3 |189.3 [1844 [170.2 |186.8
Hungary 164.8 |163.5 |[168.1 |167.3 [163.7 [165.5 [162.9 [160.8 [156.1 |162.5
Poland 89.3 [90.6 935 953 999 |104.8 |107.5 [106.1 [1059 |[117.6
Ukraine 1024 942 [101.9 |107.8 [105.9 [104.1 |99.0 |90.7 |79.4 |82.8

* Calculated by the authors based on the World Bank and IMF data. URL: https://data.world-
bank.org/indicator/NY.GDP.MKTP.CD?locations=PL-FR-NL; International Monetary Fund. URL:

https.//data.imf.org/regular.aspx?key=61545851

the model of increasing openness and the
model of decreasing openness. For example,
over 10 years, Poland increased its openness
index from 89.3 to 117.6% (increasing
openness), while Ukraine’s index decreased
from 102.4 to 82.8%. Thus, it can be argued
that in Ukraine, a model of decreasing
openness is being formed.

2. If we evaluate the absolute value
of the indicator, it can be stated that the
economies of all countries are open to foreign
trade, since their indicators significantly
exceed the world average. Today, many
researchers continue to use the criteria of
openness proposed by the World Bank in
2016, in the Doing Business 2017 report: the
highest openness group («open economiesy)
includes economies with the proportion
of exports in the country’s GDP structure
exceeding 35% [16]. Since not only the ratio
of exports to GDP was calculated, but also
the ratio of foreign trade turnover to GDP, an
indicator of about 70% can be considered an
indicative criterion of openness.

Some of the studied countries can
be classified as moderately open (foreign
trade turnover does not exceed GDP) and
ultra-open, in which foreign trade turnover
significantly exceeds the annual GDP. And
here we can trace a certain connection
between the level of economic development
of the country and its belonging to a
particular group. It is noticeable that more
developed countries tend to be moderately

open economies. Conversely, countries that
relatively recently have become members
of the European Union have ultra-open
models. The exception to the first group is
the Netherlands. However, this country has
its own special model of foreign trade. The
Netherlands has chosen an intermediary
model: most of the imported products are
purchased not for domestic consumption, but
for further export.

This dependence of the model on the
level of development can be explained by
several reasons. Firstly, developed countries
have a greater value of GDP, and therefore
a fairly large-scale foreign trade makes
up a smaller percentage of gross domestic
product. Secondly, a developed economy
gives more freedom when choosing a model
of openness, since it is able to meet most of
its internal needs.

The forgoing gives grounds to assert
that on the way to the EU, the Ukrainian
economy will change its trend from
decreasing openness to increasing openness,
which was typical for all «<new» members of
the European community.

3. A more detailed analysis of openness
based on the calculation of the ratio of net
exports to GDP (Table 3) brings about
one more option for classifying countries.
There is a group of countries for which
this indicator is more or less stable and
fluctuates only within 1-2 percentage points
under the influence of changes in the global
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market situation. This group mainly includes
countries with a higher level of development,
which confirms the earlier conclusion about
the formation of their model of foreign trade
openness. On the contrary, the dynamism of
relative net exports is typical for countries
with lower GDP per capita. Slovakia and
Hungary show a tendency to balance exports
and imports (decrease in relative net exports).
The Czech Republic and Poland increase the
positive relative balance of the foreign trade.

Ukraine has a consistently high
negative value of the relative indicator of
net exports, which slightly improves only
in the crisis years (2014-2015, 2020-2021),
when imports decrease faster than exports
fall. Building a post-war model of openness,
Ukraine will have to solve this problem
both by reducing imports (for example, by
increasing its own gas extraction and biofuel
production) and by expanding exports
through lifting restrictions that still exist
today.

No less important for identifying the
model of economic openness is the analysis
of financial openness based on the indicator,
which is calculated by comparing the sum of
foreign assets and liabilities to non-residents
with the country’s GDP (Table 4). We will
use the previously formulated criteria for
classifying models of financial openness.

1. According to the indicator of the de-
gree of formation. It is easy to see that the
indicator of financial openness is more dy-
namic than the indicator of foreign trade

openness. This is due to the greater sensitiv-
ity of financial indicators to the economic
situation in the world (reevaluation of both
the value of assets and the value of liabilities)
and the much greater mobility of financial
flows (especially for portfolio investments
and loans).

Due to significant fluctuations of finan-
cial openness indicators over time, it is quite
difficult to detect dependence and trend with
the help of simple visual observation. There-
fore, we will calculate the correlation indica-
tors of financial openness and time changes.
As a criterion for the formation of the model,
we will choose the value of the correlation
coefficient at the level of 0.5: if the correla-
tion coefficient is less than this indicator (that
is, fluctuations of financial openness are de-
termined to a greater extent not by time dy-
namics, but by other factors), then the model
can be considered formed and vice versa.

According to the results of calculations,
the formed models of financial openness
include the economies of the Netherlands
(0.348), Germany (0.474), Hungary (0.339),
Poland (- 0.309), and Ukraine (- 0.121),
while the emerging models include the
economies of France (0.686), Spain (0.805),
the Czech Republic (0.882), and Slovakia
(0.924). 1t should be noted that the models
that are being formed are characterized
by a steady upward trend in the level of
openness, while in Poland and Ukraine,
albeit insignificant, a downward trend has
been revealed.

Table 3
Net exports as a percentage of GDP*

Countries 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
The Netherlands 9.5 10.6 | 10.7 7.5 10.2 10.7 10.5 9.8 10.0 10.2
Germany 6.1 5.9 6.6 7.6 7.4 7.1 6.1 5.7 5.7 5.4
France -14 -1.1 -1.3 -0.4 -0.5 -0.9 -1.2 -0.9 -1.7 -1.3
Spain 2.0 3.9 3.1 3.0 4.0 3.6 2.7 2.9 1.5 1.5
Czech Republic 4.9 5.7 6.4 5.9 7.6 7.5 6.0 6.0 6.8 3.0
Slovakia 4.0 4.5 3.9 1.2 2.0 1.7 0.8 0.1 2.2 0.1
Hungary 6.7 6.9 6.3 8.0 8.7 6.8 4.3 2.3 2.0 0.4
Poland -0.9 1.3 0.9 2.7 3.7 3.7 3.0 4.8 6.8 4.6
Ukraine -7.8 -8.2 -3.5 -2.6 -6.9 -7.8 -8.7 -8.1 -1.5 -1.3

* Calculated by the authors based on the World Bank and IMF data. URL:  https://data.world-
bank.org/indicator/NY.GDP.MKTP.CD?locations=PL-FR-NL; International Monetary Fund. URL:

https://data.imf.org/regular.aspx?key=61545851
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Table 4
Financial openness (ratio of the sum of foreign assets
and liabilities to non-residents to GDP, %) *
Countries 2012|2013 |2014 |2015 2016 2017 2018 2019 {2020 [2021
The Netherlands |2031.1 [2078.7 [1983.5 [2292.0 [2309.9 [2484.2 |2132.2 |2253.7 |2370.0 |2041.4
Germany 523.1 |488.1 [451.8 [477.6 4659 |508.1 [454.5 |497.8 |598.5 [545.2
France 6154 |592.1 |569.0 |593.8 [585.0 [628.5 [586.8 [648.8 [787.3 [691.9
Spain 387.8 [|384.1 [363.1 [395.6 [392.1 [442.9 [404.0 |436.6 |533.3 [471.2
Czech Republic  [206.7 |217.5 [207.2 [228.2 |237.2 [303.7 [264.7 |267.1 [302.0 [293.6
Slovakia 1904 [206.1 [191.1 [193.3 |207.8 |268.4 |252.8 |262.9 [305.7 [307.8
Hungary 593.8 |558.8 [487.2 |528.0 |588.4 [539.2 [391.3 |497.6 |772.6 [693.4
Poland 1655 |165.8 [148.9 [157.9 |170.6 |173.6 [149.7 [150.4 ]164.0 [151.0
Ukraine 183.1 [178.4 [219.5 [305.5 |295.7 |251.8 |216.8 [201.3 |206.4 |171.5

* Calculated by the authors based on the World Bank and IMF data. URL: https://data.world-
bank.org/indicator/NY.GDP.MKTP.CD?locations=PL-FR-NL, International Monetary Fund. URL:

https.//data.imf.org/regular.aspx?key=61545851

The latter position cannot be the basis
for making a forecast about a decrease in
the level of financial openness of Ukraine
in the post-war period. On the contrary, the
need to attract both foreign investments and
loan resources will require changing the
model to a dynamic one with a positive trend
in the indicator of financial openness. The
formation of such a model should become
one of the key moments of the post-war
development of Ukraine.

2. Unlike foreign trade openness, there
are no criteria for financial openness at all.
The share of international capital flows in
world GDP can serve as certain benchmarks
for this [17]. However, for countries with
a high and medium level of development,
such an indicator will be clearly too small.
Therefore, for the study, as a criterion of
openness, we will use a twofold excess of
the sum of foreign assets and liabilities to the
country’s GDP. According to this criterion,
only Ukraine and Poland should be classified
as countries with moderate openness. All
other economies can be considered ultra-
open. Again, a special position is occupied
by the Netherlands, whose indicator of
financial openness is simply fantastic: it is
more than 20 times higher than the country’s
GDP. As already noted, the foreign economic
model of this country is oriented towards
the performance of intermediary functions
both in foreign trade and in the international
movement of capital.

Since it is generally recognized that in the
post-war period the attraction of external funds
will be the decisive source of investment will
be, then, most likely, within two or three post-
war years, the indicator of financial openness
of the Ukrainian economy will rise at least to
the level of the Czech Republic or Slovakia.
At the same time, it is important to form a
model that would ensure this growth not at
the expense of borrowing, but at the expense
of foreign direct investments representing
foreign exchange and financial flows that do
not generate an increase in external debt.

3. The net investment position allows,
firstly, to identify the country as a net recipient
or as a net investor, and secondly, compared
to GDP, to assess the degree of influence of
this indicator on internal processes.

As the Table 5 shows, only two
countries in the sample (the Netherlands and
Germany) are net investors with a growing
value of the relative indicator. All others
belong to the net recipients to one degree or
another. The largest relative net recipients as
of 2021 were Spain and Slovakia. However,
while Spain is trying to reduce its relative
negative net investment position resulted
from severe external debt problems a few
years ago, Slovakia is demonstrating only
fluctuations in this indicator without a clear
tendency to improve it. This creates a threat
of approaching a critical limit, beyond which
financial problems may arise for this country
as well.
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As for the other studied countries, they
are characterized by a decrease in the relative
indicator of the net investment position
(with the exception of France, where it grew
almost throughout the period). Ukraine has
the lowest net investment position. There is
every reason to predict that it will grow in the
post-war period, since, on the one hand, the
country will not have free funds to increase
foreign assets, and on the other hand, it
should become an attractive place for foreign
investors.

Thus, it can be noted that only Slovakia
has a model based on the relative net invest-
ment position criterion. All other countries
have dynamic models that are in the process
of formation.

As already mentioned, indicators of
foreign trade and financial openness of each
country can be compared according to a cer-
tain criterion and thus assessed. In contrast,
per capita indicators do not yet have any cri-
teria (and the probability of their calculation
is generally very doubtful). That is why they
are called «relative indicatorsy, as they can
only be evaluated in relation to other coun-
tries.

A significant differentiation of these in-
dicators is visible, although some trends can
be traced here as well. Thus, FDI per capita
shows the highest correlation with the level
of the country’s development. Only Hun-
gary «drops out» of the general scheme,
which, according to this indicator, generally
ranks second after the Netherlands, ahead

of Germany, France and Spain. The same
conclusion applies to foreign direct invest-
ments attracted to the country. Therefore, the
phenomenon of Hungary deserves a special
analysis. Although it can already be said that
a country with an average level of develop-
ment and such indicators of trade and finan-
cial openness is very much at risk of becom-
ing dependent on external factors.

Ukraine’s significant lag behind the stud-
ied indicators can only be explained by the
first steps towards full-fledged European in-
tegration. Successful completion of the appli-
cation stage and obtaining the status of a full
member of the EU will be accompanied by the
transition to the regime of free movement of
goods and capital within the framework of the
association. However, it should be understood
that in order to achieve the closest indicator of
FDI per capita, at least to the level of Poland,
it will be necessary to increase foreign direct
investment in Ukraine by at least 5 times. It
will be impossible to achieve this in a short
time. Therefore, in the coming years there will
be significant gaps between the values of the
relative indicators of openness of Ukraine and
other European countries.

Interesting results can be observed by
comparing the calculations of pairwise corre-
lation coefficients for various indicators that
were used to calculate the level of foreign
trade openness and financial openness of the
studied countries (Table 6), in particular, ex-
port of goods and services, foreign direct in-
vestment, GDP and export quota.

Table 5
Net international investment position as a percentage of GDP*

Countries 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
The Netherlands [31,3  |31,9 [43,8 [49,0 59,7 [652 [70,9 90,0 120,8 [88,4
Germany 22,7 [257 |26,5 339 [37,3 470 [50,6 [58,7 69,6 [683
France -132 |-17,2 |-143 |-12,7 |-124 |-21,3 |-18,7 |-24,7 |-33,1 |[-30,9
Spain -934 |-96,0 [-87,8 |-86,9 |[-81,5 |-91,0 |-76,8 |-74,2 |-91,9 |-684
Czech Republic [-46,9 [-40,1 [-33,0 [-32,4 |-26,0 |-27,5 |-23,7 [-20,2 |-18,0 |-15,6
Slovakia -62,8 |-64,6 |-584 [-629 |[-633 |-72,6 |-67.9 |-66,7 |-71,4 |-59,1
Hungary -93,0 [-853 |-71,6 |-65,6 |[-56,6 |-58,0 |-48.4 |[-488 |-54,1 |-49,5
Poland -67,3 |-71.4 |-614 |[-584 |-619 |-651 [-52,6 |-49,2 |-45,7 |[-38,0
Ukraine -27,9 |-353 |-37,6 |-41,8 |-37,6 |[-28,6 |-19,8 |-182 |-14,1 |-12,5

* Calculated by the authors based on the World Bank and IMF data. URL: https://data.world-
bank.org/indicator/NY.GDP.MKTP.CD?locations=PL-FR-NL, International Monetary Fund. URL:

https://data.imf.org/regular.aspx?key=61545851
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Relative indicators of openness of the economy
(thousands of dollars per capita) *

Table 6

Country | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
The Netherlands

FTO 762|789 [805 [713 [687 [765 851 [826 [778 |95
DIA 3087 [3455 [3169 [3322 [3433 [401.4 [379.8 [389.9 [399.1 |374.6
FDI 256.0 [289.1 [269.4 [273.1 |281.9 3333 [313.6 [319.0 [3243 [309.8
Germany

FTO 376 [392  [404 [354 [358 [39.0 [423 [408 [374 448
DIA 238 [258 [245 (239 |242 [289 [297 313 [354 [358
FDI 179 197 180 [170 [172 [208 [21.1 [21.6 |25.0 |24.0
France

FTO 256 [267 [272 243 [243 [261 |287 [27.8 [237 286
DIA 269 (277 [264 [253 |254 |284 |285 |289 304 [299
FDI 176 [189 171 [163 [163 [189 [186 [19.6 [21.9 [224
Spain

FTO 171|179 [187 [164 [169 [188 [206 [199 164 [208
DIA 150 [158 145 |143 [149 [174 168 [174 [177 |17
FDI 155 173 160 154 J161  [194 [200 [205 231 [223
Czech Republic

FTO 290 (293 [312 [275 [27.8 (310 |345 [335 307 [373
DIA 38 |43 40 [40 |41 58 |63 67 |13 7.6
FDI 150 151 138 [132 [137 [174 [17.8 |185 207 [212
Slovakia

FTO 307 (332 (333 |29 302 328 [368 [355 [327 [393
DIA 22 |24 19 [20 [29 |32 [32 33 [39 [37
FDI 1.5 122 106 [100 [111  [133  [134 [135 |147 |13.6
Hungary

FTO 216|226 [242 214 [217 [243 270 [272 [254 308
DIA 243 [244  [220 [221 [277 [269 196 [288 [475 [49.
FDI 300 [302 [280 [274 325 325 [256 (351 [547 |57.0
Poland

FTO 117|124 [133 [120 [124 [146 166 [167 [167 210
DIA 1.9 1.9 1.7 1.6 1.7 1.9 1.8 18 [20 |21
FDI 66 |72 |66 |59 |59 |15 72 |76 |81 8.6
Ukraine

FTO 4.1 40 [30 [22 22 J26  [29 [32 [28 [38
DIA 02 |02 |02 ol 0.1 0.1 0.1 0.1 0.1 0.1
FDI 1.4 1.5 11 1.1 1.1 1.1 1.1 1.3 1.3 1.6

FTO - foreign trade turnover, DIA — direct investment abroad; FDI - foreign direct investment.

* Calculated by the authors based on the World Bank, IMF and CIA data. URL: https://data.
worldbank.org/indicator/NY.GDP.MKTP.CD?locations=PL-FR-NL; International Monetary Fund.
URL: https://data.imf.org/regular.aspx?key=61545851; Central Intelligence Agency [Enexmponnuii
pecypc]. Pescum docmyny: https://www.cia.gov/the-world-factbook/countries/

263



ISSN 2074-5354 (print), ISSN 2522-9745 (online). AKABEMIYHUNA OTNISi. 2023. Ne 1 (58)

Table 6
Correlation coefficients between indicators
of openness*
Countries Export — FDI Export — GDP GDP — FDI Export quota -FDI
The Netherlands 0.485 0.964 0.471 0.181
Germany 0.626 0.942 0.759 -0.177
France 0.336 0.760 0.505 -0.164
Spain 0.385 0.878 0.471 0.111
Czech Republic 0.805 0.993 0.926 -0.823
Slovakia 0.644 0.946 0.707 0.054
Hungary 0.540 0.979 0.654 -0.786
Poland 0.853 0.955 0.899 0.697
Ukraine 0912 0.947 0.929 0.008

* Calculated by the authors in the World Bank and IMF data. URL:  https://data.worldbank.
org/indicator/NY.GDP.MKTP.CD?locations=PL-FR-NL; International Monetary Fund. URL: https://

data.imf.org/regular.aspx?key=61545851

The highest level of interdependence
is demonstrated by the pair «Exports —
GDP»: for most countries, this indicator
is in the range of 0.95-0.99. And this
is the only case when the dynamics of
these indicators coincided so much for all
countries over the last decade. All other
pairs show not only a different degree of
closeness of connection, but sometimes
even a different direction. Most likely,
this is due to the presence of foreign direct
investment in these pairs, which for most
countries is not closely related to either
trade or GDP. For the pairs «Export — FDI»
and «GDP — FDI», exceptions are Czech
Republic, Poland and Ukraine (partially —
France and Slovakia).

It is not possible to draw any
generalizing  conclusion from the
analysis of the relationship between the
pair “Export quota — FDI”. Here, the
relationship is either completely absent
(not significant), or if it is significant, it
has opposite signs (for Poland, the value
of the coefficient is positive, for Czech
Republic and Hungary — negative). In
other words, the conducted research
does not confirm the opinion widespread
in the economic literature that foreign
direct investments significantly stimulate
exports.
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Conclusions. The conducted
analysis demonstrates a fairly wide range
of existing models of foreign economic
openness. Moreover, there are no at
least two countries with identical models
among the studied countries (Table 7).
This allows to conclude that, most likely,
Ukraine cannot simply adopt a model
of some country and try to reproduce it
in itself, since the tasks to be solved by
Ukraine are specific.

At the same time, when forming the
post-war model of foreign economic open-
ness of Ukraine, it is necessary to take into
account both the specifics of the tasks to be
solved and the general trends characteris-
tic of the modern world. Based on the re-
sults of the research, it was established that
model of foreign trade should be dynamic,
changing its type from falling to growing
with a gradual transition to a positive val-
ue of net exports. The model of financial
openness should change in the direction
of transition from formed to dynamic with
positive dynamics of the openness indica-
tor. However, the growth must be at the
expense of non-debt-creating foreign ex-
change flows, since the level of public debt
(especially external debt) will be too high
anyway. Under this condition, the grow-
ing negative value of the net international
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Models of foreign economic openness

Table 7

Models

The Netherlands

Germany

France

Spain

Czech Republic

Slovakia

Hungary

Poland

Ukraine

Formed

+

+

Are forming

By degree of
formation

+1

+t

+t

+l

Moderately
open

Over-opened

Stable

Foreign trade openness
By degree of
openness

Dynamic

According to
the indicator of
relative net export

+t

+l

+l

+t

+t

Formed

Are forming

By degree of
formation

+t

+1

+t

+t

Moderately
open

Over-opened

By degree of
openness

Stable

Financial openness

Dynamic

According to the
indicator of the relative
net investment position

+

+

+l

+

+

+

+1

+

investment position will not pose an addi-

tional threat to the country.

Further research will require a struc-
tural analysis of openness indicators and

geographical and commodity features, since
most of the external threats will be related to
that. However, this will be the focus of fur-

ther research.
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The article raises the question of whether the openness of an individual country’s economy
corresponds to the level of its economic development. Retrospective analysis indicates the
existence of a long-term close interdependence of the growth of international trade and world
GDP with an accelerated increase in the share of exports. But in recent years, this share, having
reached its maximum in 2008, has demonstrated an amplitude fluctuation with a range of 30%.
Therefore, a hypothesis has been put forward regarding the existence of a probable limit of export-
led growth and economic development at the expense of increasing the level of openness of the
national economy.

In the study, the authors conduct an analysis of the models of economic openness used in a
number of European countries, compare them with the Ukrainian model, and put forward proposals
regarding the principles of building a post-war foreign economic model of Ukraine.

In the process of research, the authors have designed a system of absolute and relative indicators
of economic openness and determined a number of factors affecting the degree of economic openness.
The concepts of financial openness and foreign trade openness have been specified. It has been proved
that the state has more freedom of choice in the formation of financial openness than foreign trade
openness.

Based on the analysis of a sample of countries (8 countries of the European Union with different
levels of economic development, including former socialist countries and Ukraine), the authors have
explored the dynamics of foreign trade openness over the past ten years. As a result, two groups of
countries have been identified: a group with a certain fluctuation of the indicator and a group with
a clear direction of the change in the indicator (either decrease or increase). It has been found that
more developed countries, as a rule, belong to moderately open economies. In contrast, countries that
relatively recently have become members of the European Union have ultra-open models.

A more detailed analysis of economic openness has been carried out by calculating the ratio of
net exports to GDP. This made it possible to qualify countries in another way: economies where the
indicator fluctuates within 1-2% and economies with a dynamic indicator. It has been determined that
states that have recently switched to a mixed economic model tend to show an increase in the positive
net exports.

Given the fact that there are no generally accepted indicators of financial openness, the authors
have proposed to use a two-fold excess of the country’s GDP by the sum of foreign assets and liabilities
as a criterion of openness. According to this criterion, only Ukraine and Poland should be classified as
countries with moderate openness. All other economies can be considered ultra-open.

The analysis of the net investment position allows, firstly, to identify a country as a net recipient
or a net investor, and secondly, to assess the degree of influence of this indicator on internal processes
in comparison with GDP.

The relative indicators of openness and pair correlation have been also calculated for the
indicators used to determine the level of foreign trade openness and financial openness of the
countries under study, in particular: exports of goods and services; foreign direct investment, GDP
and export quota.

Based on the results of the study, it has been found that Ukraine’s foreign trade model should be
dynamic, changing its type from decreasing to growing with a gradual transition to a positive net export
value. The model of financial openness should change in the direction of transition from the existing
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model to dynamic one with positive dynamics of the openness indicator. However, growth should
be driven by non-debt-creating foreign exchange flows, since the level of public debt (in particular,
external debt) will be too high anyway. Under this condition, the growing negative value of the net
international investment position will not create an additional threat to the country.

Ooepoicarno 23.12.2022.
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