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1. INTRODUCTION

In the context of globalisation and increasing integration processes, the develop-
ment of the foreign trade sector plays a crucial role in enhancing the competitive-
ness of national economies. The foreign trade sector serves as a vital conduit for
economic growth, facilitating the flows and exchange of tangible and intangible
assets, natural resources, goods and services, and financial and intellectual capi-
tals across borders (Feenstra and Taylor, 2021). By engaging in international trade,
countries can utilise new markets, access resources and technologies, and foster
economic interdependence (Krugman et al., 2022). Moreover, a thriving foreign
trade sector promotes job creation, fosters innovation, and encourages the de-
velopment of domestic industries. It also enables the diversification of revenue
streams and reduces reliance on a single market. Therefore, the act of prioritising
the development of the foreign trade sector is essential for countries seeking to
bolster their competitiveness in the global marketplace.

As globalisation progresses, the boundaries that once defined trade relation-
ships between nations become increasingly fluid. The driving forces behind trade
border blurring include advancements in technology, the liberalisation of trade pol-
icies, and the growth of global value chains (Baldwin, 2016). These factors have
facilitated the integration of economies and the expansion of cross-border trade
activities. The impacts of border blurring lie in economic, social, and political lens-
es, in particular the benefits of increased market access, enhanced competition,
and the potential for economic growth (Ohmae, 2008). It depends on regulatory
harmonisation, protectionism, and the erosion of national sovereignty that arise
as a result of increased economic interdependence. Additionally, the convergence
of cross-border trade depends on the role of international organisations, such as
the World Trade Organization (WTO), in managing and governing the evolving
landscape of global trade.

Overall, articles underscore the significance of implementing leading manage-
ment practices to enhance cross-border trade between nations. They highlight the
necessity of fostering collaboration among diverse stakeholders, such as govern-
ments, producers, researchers, and consumers, to address obstacles and capitalise
on the opportunities presented by cross-border cooperation. Additionally, the ar-
ticles indicate the substantial role of public policy in fostering economic activity
and driving innovative approaches for managing cross-border trade flows. A com-
prehensive literature review demonstrates that the expansion of cross-border busi-
ness activities across various domains is vital for ensuring sustainable economic
development for participating countries. The studies reviewed underscore that in-
tegrating sustainable practices and advanced technologies to enhance the efficien-
cy and sustainability of the real economy sector can motivate policymakers and
stakeholders to formulate effective strategies for facilitating cross-border trade.
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While existing literature has extensively explored the general dynamics of in-
ternational trade and economic integration (e.g., Krugman et al., 2022; Baldwin,
2016), there is a notable gap in research that would address the role of cross-bor-
der trade in the context of European economic convergence, particularly focusing
on Ukraine and its neighbouring EU countries. This gap is especially significant
given Ukraine’s ongoing efforts towards European integration and the unique
challenges and opportunities presented by its geographical and economic posi-
tion. However, Ukraine’s progress in implementing the Association Agreement
with the EU, gaining candidate status for EU membership, and navigating modern
geopolitical realities necessitates the development of robust mechanisms for or-
ganising horizontal cooperation with strategic partner countries.

The article aims to provide an in-depth analysis of the current state of economic co-
operation between Ukraine and its neighbouring countries, particularly EU members,
and assess the prospects for its further development. By examining recent trade data,
policy developments, and economic indicators, this study provides novel insights into:

i.  the specific trade channels and patterns emerging between Ukraine and
its EU neighbours in the context of the Association Agreement and Ukraine’s EU
candidate status,

ii.  the impact of these trade dynamics on economic convergence efforts and
regional development, and

iii. the challenges and opportunities presented by cross-border trade for
Ukraine’s economic integration with the EU.

Furthermore, this research contributes to the literature by offering a timely ana-
lysis of how recent geopolitical events, including the war of 2022, have shaped
cross-border trade patterns and economic convergence efforts in the region. By ad-
dressing these aspects, this article aims to provide policymakers, researchers, and
economic practitioners with valuable insights into the role of cross-border trade in
promoting economic convergence and regional integration between Ukraine and its
EU neighbors. The findings of this study will contribute to a better understanding
of the complexities involved in economic integration processes and inform stra-
tegies for enhancing cross-border cooperation and trade facilitation in the region.

2. BACKGROUND

The review of the theoretical perspectives which underpin cross-border trade and
economic convergence covers a wide spectrum of economic theories. This extended
analysis recommends combining traditional theories and classical ones with the recent
advances in order to have a complete comprehension of the patterns of cross-border
trade in the conditions of the European economic convergence. The foundations of
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international trade theory, laid by Ricardo’s (1817) comparative advantage and later
expanded by the Heckscher-Ohlin model (Ohlin, 1933), continue to inform our un-
derstanding of trade patterns. However, recent research has extended these theories
to account for the complexities of modern global trade networks. Holsti’s compara-
tive studies (1973) have shed light on the factors that contribute to unity and disinte-
gration within alliances, offering a comprehensive analysis of the mechanisms that
shape cooperation and its limitations. Liska’s research (1968) focused on the inter-
dependence of nations within alliances, exploring the boundaries and constraints that
impact their cooperative efforts. Wolfers’ essays (1962) delved into the discord and
collaboration inherent in international politics, examining the multifaceted nature
of conflicts and the possibilities for cooperation. Furthermore, they underscored the
significance of transborder cooperation in addressing shared challenges and fostering
positive diplomatic relations. The approaches presented in these papers contribute to
the broader academic discourse on international relations, by deepening our under-
standing of cooperation in international alliances and transborder cooperation, and
enhancing our ability to navigate complex global challenges and promote peaceful
and productive relationships among nations. Guo (2015) has explored the theoretical
foundations and methodologies of cross-border management, particularly in the con-
text of globalisation and the development of cross-border cooperation, and delved
into the challenges and approaches to effectively manage and foster development in
transborder regions. Johnson (2009) focused on the concept of cross-border regions
and territorial restructuring in Central Europe, in particular examined the potential
for creating larger transboundary spaces and emphasized the importance of collabo-
rative initiatives for regional development and integration. Lofgren (2004) examined
the transformation of cross-border regions in Scandinavia, highlighting the processes
of regional development, joint projects, and border crossings in these regions, shed-
ding light on the dynamics and impacts of transborder cooperation.

The New Economic Geography (NEG) framework, pioneered by Krugman
(1991) and further developed by Fujita et al. (1999), offers valuable insights into
the spatial distribution of economic activities. Recent contributions by Brakman
et al. (2019) have applied NEG concepts to analyse the effects of European inte-
gration on regional economic structures. Their work is particularly pertinent to
understanding how cross-border trade affects economic convergence within the
EU and its neighbouring regions. Recent global events, including the COVID-19
pandemic and geopolitical tensions, have highlighted the importance of econo-
mic resilience in international trade. Bonadio ef al. (2021) have examined how
global supply chain disruptions affect economic outcomes, providing insights
into the vulnerabilities and strengths of different trade structures. Capello et al.
(2018a, 2018b) have analysed the impact of cross-border cooperation programs
in the EU, finding positive effects on regional growth and convergence. Their
work provides a framework for understanding how similar initiatives might benefit
Ukraine and its EU neighbours.
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Campos et al. (2019), and Dobrzanski and Olszewski (2019) in their researches
have arrived at a conclusion that the EU enlargement has proven advantageous for
its Member States, particularly the nations of Central and Eastern Europe, as well
as for Europe as a whole. They noted that this expansion has generated fresh pros-
pects for addressing critical issues such as aging populations and intensified eco-
nomic competition with the United States. Alexa et al. (2019) have explored the
significance of regional competitiveness within the current era of globalisation.
They argue that regional competitiveness plays a crucial role in bridging the gap
between firm competitiveness, national competitiveness, and the overall prosper-
ity of a country’s citizens. In the context of economic growth, regions are viewed
as the fundamental units for wealth creation and pursuing growth, particularly
within the EU. Enhancing the competitiveness and innovation of regions is con-
sidered a vital step towards achieving social cohesion, prosperity, and the desired
convergence. According to Kitson et al. (2004), the subject of regional competi-
tiveness is not only academically debated but also holds significant importance in
policy discussions and practical implementation.

Thu and Diep (2023) discussd the benefits and challenges associated with
cross-border trade based on exchanging trade-related data and information on
custom in Vietnam (exemption from the requirement to physically present goods;
exemption from the need for written signatures; establishment of institutional and
operational coordination with border agencies); in particular they have identified
improved trade facilitation, reduced transaction costs, and increased transparen-
cy as potential advantages. However, they also acknowledged potential obstacles
such as insufficient technological infrastructure, limited digital literacy, and data
security concerns that need to be addressed.

Bilorus (2015) has emphasized that neoconvergence represents a complex
global process of convergence, interdependence, and co-development among
similar market-based systems with varying levels of civilization, economic, tech-
nological, and socio-cultural development. The processes of global integration
and convergence involve the convergence of opposing political systems (capital-
ist and socialist) alongside the new economic neoconvergence of similar market
systems at different developmental stages. The transition from industrial cap-
italism to the corporate-monopoly post-industrial stage has paved the way for
contradictory phenomena such as market fundamentalism, globalisation, global
integration, neoconvergence, and the establishment of a globally integrated sys-
tem — the world-system of globalism. At the core of this global economic system
lies the global financial system, giving rise to unprecedented processes of fi-
nancialisation in economic development and malignant hyper-financialisation in
global reproduction.

This expanded theoretical review synthesizes classical trade theories with recent
developments in economic geography, convergence studies, and institutional eco-
nomics. It provides a robust framework for analysing cross-border trade dynamics
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between Ukraine and its EU neighbours within the context of European economic
convergence. The integration of these theoretical perspectives offers a nuanced under-
standing of the complex interplay between trade, institutional quality, and economic
development, crucial for informing policy decisions and future research directions.

3. METHODOLOGY

The main principles and content of Ukraine’s foreign trade relations with its neigh-
bouring EU member countries were revealed in the study using scientific methods.
Various scientific methods of analysis, synthesis, induction and deduction, abstrac-
tion, search, comparison, and generalisation were used, as well as statistical and
analytical methods of researching foreign economic activity, which are based on
a statistical sample of the main agencies — the State Statistics Service, the State Cus-
toms Service, and the National Bank of Ukraine. When conducting an analytical
study and analysis of trade between countries, the authors used methods of group-
ing, analysis and synthesis, graphic-economic, and statistical methods. The trends
of development and foreign economic security of the country were determined by
the methods of induction, deduction, comparison, observation, and measurement;
analysis and synthesis, analytical and statistical — in a comprehensive assessment
of the current state of export-import operations of countries; SWOT analysis was
used to identified opportunities, threats, strengths and weaknesses of cross-bor-
der trade of Ukraine, provided recommendations for improving the foreign trade
development strategy. To develop practical recommendations for improving the
implementation of this strategy, the authors used a systematic method and tools of
financial and strategic analysis. The applied methods made it possible to reflect the
state’s strategies for strengthening the export potential for the formation of foreign
exchange revenues for the budget of Ukraine and to contribute to a further analy-
sis of this issue, which requires constant monitoring, compliance, and response in
connection with the worsening of the global economic and geopolitical situation.

4. PREREQUISITES FOR UKRAINE’S FOREIGN TRADE UNDER
EUROPEAN CONVERGENCE: AN OVERVIEW

The period of systematic economic transformation of Ukraine is characterised by
significant changes in foreign trade activity, which have diverse implications for
economic security. The geographical proximity and cultural similarities provide
a strong foundation for trade growth to Poland, Romania, Slovakia, and Hungary.
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Hence, the analysis of trends and developments in the realm of foreign trade is
of utmost importance for making effective managerial decisions and introducing
well-founded corrections to the country’s economic policy. Analysing the trade
dynamics within Ukraine’s trade relations with its neighbouring countries pro-
vides valuable insights into the current state of affairs and highlights areas for
potential growth and collaboration, identifies various opportunities and challenges.
Moreover, within the framework of implementing the Association Agreement be-
tween the European Union and Ukraine, the convergence of trade standards, liber-
alisation of customs policies, and investment in infrastructure development create
a business-friendly environment. In the context of the diversification of Ukrainian
production and expanding into the European market, which is related to number
of challenges that country faces in achieving these goals, potential directions for
solving the outlined problems and political recommendations for the effective im-
plementation of the Association Agreement are necessary.

Within the European context, economic convergence refers to the process by
which less developed economies within the European Union (EU) strive to narrow
the gap with their more advanced counterparts. This goal is enshrined in the EU’s
principles and objectives, notably outlined in the Treaty on European Union. Here
are some key goals and principles:

1. The Single Market is designed to facilitate the frictionless movement of
goods, services, capital, and labour across borders. By eliminating trade and in-
vestment barriers, nations can take advantage of economies of scale, heightened
competition, and improved specialization, ultimately resulting in economic ex-
pansion and convergence.

2. The Economic and Monetary Union (EMU) was formed through the
Maastricht Treaty with the objective of introducing a single currency (the euro) and
harmonising economic policies across Member States. Convergence criteria, in-
cluding inflation rates, public debt, and budget deficits, were established to guaran-
tee the stability of the eurozone and promote alignment among member economies.

3. Cohesion policy aims to reduce economic and social disparities among re-
gions by providing financial assistance to less developed areas. Funds are allocat-
ed to support infrastructure development, innovation, education, and job creation,
thus promoting economic convergence across the EU.

4. Cross-border trade and cooperation play a vital role in fostering economic
integration and convergence within the EU. Collaborative initiatives, such as joint
infrastructure projects, research partnerships, and trade agreements, can enhance
economic ties between regions, promote specialisation, and facilitate the transfer
of knowledge and technology.

5. Economic convergence should be pursued in a sustainable manner, consi-
dering environmental, social, and governance matters. Policies aimed at promot-
ing sustainable growth, tackling climate change, and ensuring social inclusion can
contribute to long-term economic convergence and prosperity.
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Economic convergence within the European context is guided by the prin-
ciples of market integration, policy coordination, financial assistance, structural
reforms, and sustainable development. Cross-border trade and cooperation play
a crucial role in this process by promoting economic integration, enhancing com-
petitiveness, and fostering shared prosperity among EU Member States.

The net export balance plays a significant role in impacting a country’s balance
of payments, its foreign exchange market dynamics, exchange rates, and gross in-
ternational reserves. It also influences the country’s ability to maintain economic
independence, sustain external debt at a safe level, and avoid reaching a critical
level of borrowing on the global financial market. Consequently, it is crucial for
state economic policy to effectively manage the export and import activities of
economic entities at the macro level. This is necessary to maintain a rational pro-
duct structure and achieve a favourable balance of foreign trade for the economy.

Cross-border trade of Ukraine remains relevant in modern realities and has
great potential for development, especially in the context of the EU integration
of Ukraine and was granted EU candidate status, changes in the geopolitical en-
vironment, and the Russia-Ukraine war. However, foreign economic activity of
Ukraine is characterised by number of problems that complicate the development
of export and import of goods and services in recent years. The main ones are:
dependence on energy imports, insufficient export diversification, trade barriers,
high transport costs, corruption risk, and political instability.

We consider it expedient to conduct a SWOT analysis of strengths and weak-
nesses in cross-border trade of Ukraine on its way to convergence to the EU, with
subsequent identification of its development potential and potential threats (see
Table 1).

Table 1. SWOT analysis in cross-border trade of Ukraine on its way to convergence to the EU

Strengths Weaknesses
Geographical location of Ukraine, which Outdated infrastructure development strategy,
provides access to various markets, low operating efficiency of existing logistic
significant transit potential; Ukraine shares | infrastructure, limited capacity of border crossing
its border with four EU nations: Poland, points, the need to modernize the railway

Slovakia, Hungary, and Romania; access to | infrastructure to meet EU standards
the Black Sea through the ports of the Odesa
region

Agriculture and the potential for export of Low competitiveness of industries. Decrease in
agricultural products. The status of a key the share of steel products in exports from 23.5%
supplier of agricultural products to the EU (2021) to 10.8% (2023), the high energy intensity
markets due to the increasing share of crop | of production, the technological lagging
production in exports from 25.8% (2019) to
32.4% (2023), and exports of fats and oils
from 9.5% (2019) to 15.6% (2023)
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Strengths

Weaknesses

Natural resources potential (land, water,
forest, recreational resources, significant
mineral deposits)

High dependence on foreign markets and the
economic situation

Expansion of trade agreements and
partnerships with other countries

Lack of a stable and predictable trading
environment

Partial integration into the EU system,
Association Agreement EU-Ukraine, EU
candidate status for membership

Imperfection and frequent changes of public
policy and legal framework

Established business relations between
domestic business entities and partners

Unstable economic situation, high inflation and
low purchasing power

Availability of qualified workforce and
engineering and technical potential

Complexity of doing business, low Doing
Business rating and high Corruption Perceptions
Index

Opportunities

Threats

Increase the EU share in Ukraine’s foreign
trade to 56.0% (2023), introducing new
products to the markets

Economic and political instability in
neighbouring countries

Development of trade routes and
infrastructure to facilitate the transportation
of goods, the successful operation of

the Ukrainian sea passage, the enhanced
capabilities of the Danube ports, and the
development of dry ports along the western
border

High competition in international markets

Stabilisation of the situation on the
international commodity markets and rising
prices for basic export commodities of
Ukraine

Changes in trade policies in EU countries

Opening of new opportunities for private
business participation

Strengthening measures to restrict imports in
target countries for various reasons

Process of market liberalisation of transport
(railway, aviation, port, road infrastructure)
and further tariff liberalisation

Shortage of qualified personnel due to forced
population migration

Full integration with the EU market

Unpredictable climatic changes and other force
majeure circumstances

Enhancement of e-commerce and digital
markets, including the eCustoms project
implementation with Romania (2023),
development of electronic document
management, and automation of customs
procedures

Expansion of the hostilities in the Russia-
Ukraine War across the territory of neighbouring
countries, the growing conflict between
authoritarianism and democracy and turning it
into the Third World War

Source: own work.
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5. DYNAMICS AND TRENDS OF UKRAINE’S CROSS-BORDER TRADE
IN THE CONTEXT OF EUROPEAN ECONOMIC CONVERGENCE

In light of the global challenges and the external threats that Ukraine has encoun-
tered in recent years, the matters of fostering partnership relations with Europe-
an Union (EU) countries and enhancing international economic cooperation and
cross-border collaboration have become paramount priorities. Since Ukraine has
strategically embraced the European trajectory for its economic development, it
has embarked on a comprehensive reform agenda aimed at aligning its economic
systems, regulations, and standards with those of the European Union. Further-
more, Ukraine has been actively participating in various EU integration initiatives
and programs, seeking to enhance its economic cooperation with EU Member
States. Through bilateral trade agreements, investment facilitation mechanisms,
and joint research and innovation projects, Ukraine aims to deepen its integration
with the European economic space and leverage the benefits of market access,
technology transfer, and knowledge exchange.

5.1. Economic indicators and their impact on convergence processes and efficiency
of cross-border trade

The economic landscape of Ukraine has experienced significant transformation
over the past few years. Following a deep crisis in 2014-2015, the country has
exhibited steady growth since 2016, evolving from a predominantly producing
economy with a focus on competitive products in developing countries to one
capable of competing in advanced markets. Ukraine has also enhanced its appeal
for business development and investment opportunities. Regardless of encoun-
tering both external and internal challenges, the period between 2016 and 2018
witnessed a gradual recovery. However, economic growth has been subdued, with
GDP in 2019 reflecting a 5.6% decrease compared to 2013. During a challenging
period for the country, significant transformative changes occurred. The country
faced external pressures such as military and trade aggression from Russia, while
simultaneously grappling with internal contradictions that impeded progress. The
pandemic’s impact on industrial production in Ukraine has resulted in decreased
demand for goods and raw materials from high-income countries and disruptions
in value chains. These disruptions stemmed from delays in the supply of necessary
components and supplies from more technologically advanced countries, restric-
tions on the movement of goods and people, challenges in worker mobility, and
financial constraints affecting normal production processes. Neither the economy,
government or society were adequately prepared for swift changes, resulting in
a slowdown. Despite these challenges, Ukraine has initiated the process of eco-
nomic recovery.
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Ukraine’s GDP (Fig. 1) in 2020 decreased by 3.8% due to the pandemic shock,
but in 2021, it grew by 3.4% driven by strong consumer demand, increased in-
vestment, and a record harvest. However, several factors have hindered economic
recovery, including high energy and raw material prices, supply shortages, the
impact of a poor 2020 harvest, slow recovery in the service sector, limited pro-
duction capacity due to renovations, and accelerated fiscal consolidation. Notably,
public and private consumption have played a significant role in driving economic
recovery, distinguishing this crisis from previous ones.
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Fig. 1. Dynamics of Ukraine’s real GDP from January 2015 to March 2024, %

Source: own calculations based on open data by State Statistics Service of Ukraine.

In 2022, Ukraine experienced a substantial economic contraction of nearly
one-third. The primary contributing factors to this unprecedented recession in-
cluded the aftermath of a large-scale invasion of Russian troops, which resulted
in the devastation of infrastructure and production capabilities, disruption of lo-
gistical networks leading to decreased exports, diminished investment, weakened
consumer demand due to significant migration, and notably reduced crop yields
compared to the previous year.

In 2023, the economy rebounded with a 5.3% growth in real GDP, attributed
to businesses and the population’s adaptability to wartime conditions, along with
a supportive fiscal policy backed by substantial international financing. Antici-
pated high budget expenditures and international aid at expected levels are pre-
dicted to drive a 3.6% growth in real GDP in 2024, though at a slower pace than
in 2023 due to potential decreases in harvests and exacerbated labour market



150 Nataliia Ukhnal, Olena Purdenko, Victoryia Melnik, Kateryna Klymenko

disparities during wartime conditions. Subsequent years (2025-2026) are expect-
ed to see accelerated economic growth of 4—6% annually, driven by reduced se-
curity risks, improved consumer and investment sentiments, and the implementa-
tion of European integration reforms (NBU, 2024b). Post-war, the economy will
continue to be supported by a soft fiscal policy, with a significant reduction in the
budget deficit due to strengthened domestic resources.

5.2. Analysis of trade flows between Ukraine and neighbouring EU countries:
structure and evolution

Below are the key statistics and details regarding Ukraine’s trade performance
for last years (Table 2). This information covers the country’s export and import
indicators, and specific changes compared to the previous years.

Table 2. The dynamics of trade indicators of Ukraine in 2000—2023, in millions USD

GDP, %

. 2023 t
Indicators 2000 | 2005 | 2010 | 2015 | 2020 | 2021 | 2022 | 2023 ¢
2000, %
Exports of goods |13,781.0[32,184.0(47,299.0(35,420.0|45,143.0(63,113.0|40,899.0|34,678.0| 151.6
Exports of goods |, ¢ 356 42.626.0|65.626.0|47.862.0(60.707.0(81.504.0| 57.517.0(51.003.0| 178.3
and services
EXPOHS 0GDP | 50 | 478 | 465 | s26 | 388 | 408 | 358 | 286 -
0
Import of goods | 13,907.0{34,377.0{56,896.0|38,875.0(51,921.0(69,755.0(55,551.0(63.473.0| 356.4
Imports of goods 1, 5 1141 952.0/69.608.0|50.224.0(63.085.0(84.175.0|83.254.0{ 88.830.0| 424.9
and services
i}npom 0GDP 3 | 470 | 493 | ss2 | 403 | 421 | s19 | 497 -
()
Net exports of 126.0 |2,193.0 [ 9,597.0 | 3,455.0 | 6,778.0 | 6,642.0 |14,652.0[28,795.0]
goods
Net exports -
of goods and -1,436.0| -674.0 | 3,982.0 | 2,362.0 | 2,378.0 | 2,671.0 |25,737.0(37,737.0
services
Net exports to 44 | 08 | 28 26 15 13 | 160 | 211 B

Source: own calculations based on open data by Ministry of Economy of Ukraine, National
Bank of Ukraine and World Bank.

In 2022, the EU remained Ukraine’s largest trade partner, accounting for
53.6% of total trade, with exports to the EU at $30.6 billion (up by 1.1%) and
imports falling 11.1% to $28.7 billion. Major imports included energy materials,




Cross-border trade in the European economic convergence system 151

transportation equipment, and pharmaceuticals. Ukraine exported $9.2 billion
in services globally, with the EU accounting for $3.4 billion (down by 22.3%),
and service imports from the EU dropping 48.5% to $1.7 billion. In 2023, trade
in goods with the EU accounted for 56.0% of Ukraine’s total trade volume. The
export of services to the EU in 2023 totalled $8.2 billion, representing 89.1% of
the 2022 data, while the import reached $5.2 billion, amounting to 173.3% of the
2022 level, so the positive balance of trade amounted to $3.0 billion. Compared
to the previous year, there was a decrease in export volumes of various goods
in 2023: ferrous metals by 41.6%, electric machines by 34.9%, cereals by 8.8%,
and fats and oils of animal or vegetable origin by 5.0%. Meanwhile, the import
of means of land transport, except for railways, increased by 33.3%, ferrous
metals and their products by 31.5%, nuclear reactors, boilers, and machines by
26.2%, and electric machines by 20.1%. The import of mineral fuels, oil, and
products of its distillation decreased by 19.1%. Poland followed as Ukraine’s
second largest import partner (after China), holding a 10.3% share, equivalent to
$6,347 million. Germany ranked next with $4,842 million (7.9%), followed by
Turkey with $4,680 million (7.6%), while the United States contributed $2,842
million (4.6%). Other countries with notable imports included Bulgaria (3.6%),
Italy (3.5%), Slovakia (2.7%), Romania (2.4%), and Spain (1.4%). Despite hav-
ing smaller shares compared to the top three, these countries remained integral
to Ukraine’s international trade (Fig. 2). Additionally, in the first seven months
of 2024, Ukraine’s imports and exports gradually increased. The value of im-
ports reached a record high in recent years, standing at $51.5 billion. However,
despite this growth, exports only amounted to $32.3 billion, which is still below
the level recorded in 2019.

China I 16.4%
Poland I 10.3%
Germany I 7.9%
Turkey [N 7.6%
USA I 4.6%
Bolgaria [N 3.6%
Italy N 3.5%
Slovakia [INNEEGEGEGE 2.7%
Romania [ 2.4%
Spain [ 1.4%

0.00 0.05 0.10 0.15 0.20

Fig. 2. Major importers of goods to Ukraine in 2023, as a percentage of the total volume
Source: NBU.
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In 2023, the European Union further reinforced its position as one of Ukraine’s
major trading partners, comprising 47.5% of total imports, an increase from 44.5%
in 2022. Imports from EU countries also experienced a substantial rise of $5.4 bil-
lion, marking a noteworthy 21.9% increase. Ukraine sustained its export momen-
tum, making significant contributions to Poland (13.1% of total exports), followed
by Romania (10.4%), and China (6.7%) (Accounting Chamber of Ukraine, 2024).
This trend is expected to persist in the future. Instead of the projected growth of
3.8%, the export of goods decreased across all main product groups. According
to the NBU and the Accounting Chamber, the share of food products and raw
materials for their production in the total volume of goods exports increased from
57.2% in 2022 to 63.4% in 2023. Notably, sunflower oil, corn, wheat, soybeans,
cake, rapeseed, and poultry meat were the primary products exported.

Between 2019 and 2023, there were significant shifts in Ukraine’s export struc-
ture for major commodity groups, influenced by economic dynamics and external
trade factors (Fig. 3).
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Fig. 3. Main commodity groups of Ukraine’s exports in 2019-2023, as a percentage of the total
volume

Source: State Statistics Service of Ukraine.

In 2023, Ukraine established the Ukrainian Maritime Passage to enable con-
nections with the Black Sea ports of the Odesa region due to Russia’s failure to
fulfil its obligations under the Grain Agreement. Subsequently, there was a steady
rise in grain exports and maritime exports of other goods, as well as a resumption
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of growth in maritime imports. Nevertheless, Ukraine also encountered challenges
from the Polish blockade of its land border in 2023, impacting Ukrainian exports
and tax revenues from imported items.

The analysis aimed to examine the trade dynamics of goods imported and ex-
ported between Ukraine and its neighbouring countries (Poland, Slovakia, Hungary,
and Romania) from 2019 to 2023. Furthermore, visual aids such as charts and
maps were utilised to provide a clear representation of the geographical struc-
ture of imports and exports, illustrating the trade volume dynamics between these
countries in 2019 and 2023 (Figures 4-7).

Based on the National Bank of Ukraine’s data, in 2023, the balance of pay-
ments saw a remarkable improvement, with a surplus of $9.5 billion, as compared
to a deficit of $2.9 billion in 2022. This improvement can be attributed to several
key factors. Receipts from the IMF under the RFI Rapid Financing Instrument
reached 3.3 billion SDRs, equivalent to $4.5 billion. Additionally, repayment of
previous IMF loans amounted to $2.5 billion. In contrast, in 2022, receipts from
the IMF under the RFI Rapid Financing Facility were 2.0 billion SDRs, equivalent
to $2.7 billion, while loan repayments totalled $2.1 billion. This significant shift in
financial dynamics exemplifies a positive trend in the economic landscape (NBU,
2024a).
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Fig. 4. Export of goods from EU countries to Ukraine in 2019, millions of USD
Source: own work based on open data by NBU.
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Fig. 5. Export of goods from EU countries to Ukraine in 2023, millions of USD

Source: own work based on open data by NBU.
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Fig. 6. Import of goods to EU countries from Ukraine in 2019, millions of USD

Source: own work based on open data by NBU.
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Fig. 7. Import of goods to EU countries from Ukraine in 2023, millions of USD

Source: own work based on open data by NBU.

In the last five years, an examination of Ukraine’s trade ties with neighbouring
countries shows noteworthy shifts in the expansion of exports and imports along
with overarching trade volume trends (see Figures 8—11).
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Fig. 8. Export of goods from Ukraine in 2019-2023 (thousands USD)

Source: own work based on open data by State Customs Service of Ukraine.
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Fig. 9. Import of goods from Ukraine in 2019-2023 (thousand USD)

Source: own work based on open data by State Customs Service of Ukraine.
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Fig. 10. Net exports of goods from Ukraine in 2019-2023 (thousand USD)
Source: own work based on open data by State Customs Service of Ukraine.
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Fig. 11. Trade turnover in 2019-2023 (thousand USD)

Source: own work based on open data by State Customs Service of Ukraine.

The analysis of imports and exports between Ukraine and its neighbouring
countries from 2019 to 2023 enables us to summarise the following trends:

1. Poland: Ukraine experienced a significant increase in exports, reaching
a peak of $6.66 billion in 2022 but decreased to $4.75 billion in 2023. Imports
showed steady growth, reaching $6.61 billion in 2023, with the trade balance
remaining negative, recording a deficit of $1.85 billion in 2023. Trade turnover
steadily grew to $11.36 billion in 2023.

2. Romania: Exports grew impressively from $1.00 billion in 2019 to $3.76 bil-
lion in 2023, while imports rose at a slower pace, reaching $1.56 billion in 2023.
Net exports remained positive, reaching $2.19 billion in 2023, and the trade vol-
ume between the countries increased significantly to $5.33 billion in 2023.

3. Slovakia: Ukrainian exports increased less significantly from $709 million
in 2019 to $1.07 billion in 2023, while imports also grew to $1.82 billion in 2023.
Trade balance remained negative, with a deficit of $741 million in 2023, and trade
turnover grew steadily to reach $2.89 billion in 2023.

4. Hungary: Exports grew to $2.27 billion in 2022 but decreased to $1.18 bil-
lion in 2023. Imports fluctuated, peaking at $2.41 billion in 2021, declining to
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$1.62 billion in 2023. Trade balance was mostly negative, with a deficit of $440
million in 2023, and trade turnover fluctuated, reaching a peak of $4.04 billion in
2022 and declining to $2.80 billion in 2023.

On March 7, 2023, the State Customs Service of Ukraine and the Customs
Administration of Romania launched a new eCustoms pilot project as part of the
EU4Digital program funded by the European Union. The primary objective of
the project is to streamline customs information exchange and implement ad-
vanced technologies for customs risk management. This pilot project will run
from March to June 2023, and upon completion, recommendations will be made
for the necessary legal, organisational, and technical changes to fully implement
the program. The project makes use of innovative programs such as the System-
atic Electronic Data Exchange (SEDE) program, which will enhance trade flow
efficiency by identifying high and low-risk cargo, ultimately simplifying customs
control and reducing border crossing times. Following the pilot launch and test-
ing, the SEDE program will be customised to suit the specific requirements of
each country (EUneighboursEast, 2023; EUforDigital, 2023).

The economic openness indicator is a crucial measure of a country’s integra-
tion into the global economy through foreign trade, encompassing both exports
and imports of goods and services. The indicator of economic openness is calcu-
lated using the following formula:

) Export + Import
Economic openness (%) = x 100
GDP

This indicator provides insight into several key aspects:

1. Level of integration with the global economy: a high score indicates heavy
dependence on foreign trade, reflecting active engagement in both export and im-
port markets.

2. Dependence on foreign markets: high reliance on exports and imports in-
creases vulnerability to external shocks, such as fluctuations in global commodity
prices, economic crises in other countries, or trade sanctions.

3. Domestic economy efficiency: in some cases, a high level of openness may
reflect a weak domestic market or inadequate domestic demand, leading to the
need to seek markets abroad.

As foreign economic security is integral to overall economic stability, the eco-
nomic openness indicator plays a significant role. High openness can render an
economy susceptible to various external risks, including global economic crises,
exchange rate fluctuations, changes in global commodity prices, and political
sanctions. Balancing openness and self-sufficiency is crucial. While openness of-
fers the benefits of globalisation, excessive dependence on foreign trade can be
precarious without adequate domestic reserves or stability measures.
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To ensure foreign economic security, monitoring the balance of foreign eco-
nomic relations, particularly the level of economic openness, is imperative. Addi-
tionally, ensuring that export and import operations do not result in a significant
trade deficit is essential. Government agencies and analysts utilise this indicator to
formulate strategies for economic development and safeguard foreign economic
security. For instance, if the openness indicator is excessively high with heavy re-
liance on certain exports, the government might implement measures to diversify
the economy, strengthen the domestic market, or reduce import dependence.

Consequently, the economic openness indicator is a critical tool for evaluating
a country’s foreign economic security and should be factored into economic deci-
sion-making processes.

The data in Figure 12 presents Ukraine’s key economic indicators from 2008
to 2023, such as GDP, foreign trade, and the level of economic openness. The last
indicator varied during this period, reaching the highest level of economic open-
ness in 2011 (88.2%) and the lowest in 2023 (55.6%). This figure highlights the
proportion of foreign trade turnover to GDP, indicating a significant reliance on
international trade in 2023.
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Ukraine acknowledges the importance of promoting cross-border cooperation
with neighbouring EU Member States such as Poland, Slovakia, Hungary, and
Romania, as a crucial element of their strategy for achieving successful European
integration. This collaborative effort is viewed as vital for nurturing economic,
social, and cultural connections, as well as for fostering mutual development and
understanding between Ukraine and its neighbouring EU states.

The escalation of a full-scale war exacerbates cross-border challenges, result-
ing in a complex environment. Despite these challenges, it remains essential to
create pathways for entrepreneurs to capitalise on emerging opportunities by de-
veloping and delivering essential products and services.

5.3. Strategic directions of cross-border trade development: challenges
and opportunities for Ukraine

The examination of Ukraine’s foreign economic trade with its four neighbouring
countries — EU members (Poland, Romania, Slovakia, and Hungary) — enabled us
to propose a series of organisational measures aimed at coordinating the efforts
of the government, businesses, and society. Firstly, there is a need to promote the
development of renewable energy and bolster national energy projects to reduce
the reliance on energy imports. This would help to increase energy security for the
country. Supporting domestic manufacturers and fostering the growth of high-
tech industries is another important measure. This will enhance the value of ex-
ported goods and contribute to overall economic growth. Additionally, there needs
to be a plan to expand into new markets and diversify exports to mitigate risks
and lessen the dependence on individual markets. This will provide more stabil-
ity and resilience to the economy. Trade barriers need to be diminished through
specific measures and efforts will be made to regain positions in international
markets. This will help boost the country’s export potential and economic com-
petitiveness. Furthermore, enhancing the transport infrastructure, particularly rail-
ways, highways, and ports, is crucial to optimise logistics and minimise the cost of
goods transportation. This will make Ukrainian products more competitive in EU
markets. Improving corporate governance and combating corruption are essential
to bolster investor confidence and attract new investments to the country. This
will create a more favourable environment for business and economic develop-
ment. Lastly, ensuring the stability and transparency of the political environment
is significant in boosting the trust of foreign partners and investors in the Ukrain-
ian economy. This will contribute to a more conducive environment for foreign
investment and trade relationships with neighbours.

Efforts are underway to enhance the capacity of the Danube region and create
additional avenues for transporting grain. This involves the establishment of new
transit points and dry ports along the western border with Poland and Romania.
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Ukraine is also proactively devising alternative measures to consistently bolster
global food security and sustain its exports. There is a possibility that the state
budget will incorporate insurance coverage for ships transporting Ukrainian grain,
enabling them to operate even in the absence of a “grain corridor.”

Some additional effort would be useful in this regard, including the following
(WorldBank, 2013):

a) Standardising international supply and use tables is essential, and this could
be achieved by integrating a uniform industry and product classification into na-
tional statistics.

b) It is important to enhance classification systems to accurately recognise
intermediate inputs in imported services and dual-use products, such as fuels.

c) Utilising firm-level data from the current economic census and industry
surveys, as well as customs transaction level data, could improve the allocation
of imported inputs (both goods and services) to sector users within the country.

d) There is a need to develop better estimates of bilateral trade in services.

The examination of Ukraine’s cross-border trade development strategies
should be approached through the lens of the neoconvergence theory and the club
convergence models explored by Borsi and Metiu (2015). Their research revealed
that EU countries organise into “convergence clubs,” which are groups of na-
tions sharing similar development characteristics and convergence trajectories.
The neoconvergence theory posits that the alignment and harmonisation of in-
stitutional frameworks are essential prerequisites for achieving economic inte-
gration. This convergence facilitates smoother interactions among different eco-
nomic systems, promoting cooperation and collaboration in economic activities.
The initiatives aimed at modernising customs infrastructure, adopting European
quality standards, and harmonising the regulatory environment are pivotal for fa-
cilitating Ukraine’s integration into the institutional framework of EU countries,
particularly regarding their advanced trade infrastructure. Borsi and Metiu (2015)
have established that the structural similarities among economies play a crucial
role in the emergence of convergence clubs. Research on club convergence indi-
cates that the degree of market integration significantly influences the velocity of
economic convergence among regions or entities. Therefore, the structural trans-
formations in Ukraine, characterised by a shift towards higher value-added export
products, deeper integration into European cross-border production networks, and
the advancement of innovative economic sectors, are facilitating the country’s
progress towards convergence with more developed EU economies. A successful
execution of these strategic directions should pave the way for Ukraine’s gradual
integration into the relevant EU convergence clubs and promote long-term eco-
nomic integration. However, it is crucial to recognise the fact that, as highlighted
by the research of Borsi and Metiu, the process of convergence is not automatic;
it demands deliberate efforts from the integrating country.
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6. DISCUSSION

The analysis of Ukraine’s cross-border trade dynamics with its neighbouring EU
countries (Poland, Romania, Slovakia, and Hungary) reveals significant trends
and implications for economic convergence and regional integration. There has
been a notable increase in trade volumes between Ukraine and its EU neighbours,
especially Poland and Romania. This aligns with the findings of Campos et al.
(2019), who emphasised the advantages of EU enlargement for Central and East-
ern European countries. However, our research extends this understanding by
highlighting the specific challenges and opportunities faced by a non-EU state
in the process of economic integration. The fluctuations in trade balances and the
varying degrees of trade intensity with different neighbouring countries under-
score the complex nature of economic convergence, as noted by Borsi and Metiu
(2015) in their study on club convergence patterns within the EU.

The observed shifts in Ukraine’s export structure, particularly the increasing
share of agricultural and food products, reflect a broader trend of specialisation
and adaptation to EU market demands. This trend aligns with the observations
of Alexa et al. (2019) regarding the importance of regional competitiveness in
the era of globalisation. However, our findings suggest that this specialisation,
while beneficial in the short term, may pose challenges for long-term economic con-
vergence if not balanced with the development of high-value-added sectors. In-
itiatives such as the EU4Digital program or the eCustoms pilot project between
Ukraine and Romania exemplify the type of cross-border cooperation crucial for
promoting regional growth and convergence, as identified by Capello ef al. (2018a,
2018b). Our research provides empirical evidence on how such initiatives are
being operationalised in the specific context of Ukraine’s European integration
efforts.

The analysis of Ukraine’s economic openness indicator offers insights into the
country’s integration into the global economy and its vulnerability to external
shocks. The challenges identified in our SWOT analysis, such as infrastructure
limitations and the need for export diversification, echo the findings of Shepherd
(2016) on the importance of trade facilitation in promoting economic integration.
Our research contributes to this discourse by providing a contemporary and coun-
try-specific perspective on these challenges in the context of Ukraine’s unique
geopolitical situation.

The strategic directions proposed for developing Ukraine’s cross-border trade
align with the recommendations of Dobrzanski and Olszewski (2019) regarding
structural changes necessary for economic growth in Central and Eastern Euro-
pean economies. However, our study extends these insights by considering the
specific constraints and opportunities presented by Ukraine’s status as an EU can-
didate country and its ongoing wartime situation. The impact of recent geopoli-
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tical events, including the Russia-Ukraine full-scale war and the establishment of
alternative trade routes like the Ukrainian Maritime Passage, represents a signifi-
cant contribution of our research to the existing literature. Future research could
benefit from a more detailed analysis of sector-specific trade flows and the impact
of specific policy interventions on economic convergence. Additionally, compa-
rative studies with other EU candidate countries could provide valuable insights
into the broader implications of the EU’s expansion and integration processes.

The cornerstone of success lies in a consistent approach to implementing re-
forms and capitalising on the opportunities presented by European integration.
The experiences of Central and Eastern European countries demonstrate that even
within a prolonged accession timeline, it is possible to attain substantial progress
in trade relations and economic modernization through a clearly defined strategic
vision and effective execution of essential changes.

7. CONCLUSIONS

The analysis of trade relations between Ukraine and its neighbouring countries
reveals promising trends and opportunities for economic growth and regional in-
tegration. Poland stands out as a key trading partner, with Romania, Slovakia,
and Hungary also making significant contributions to Ukraine’s trade dynamics.
The positive trade balances and increasing trade volumes underscore the potential
for further development and collaboration. To capitalise on these opportunities,
policymakers should prioritise reducing trade barriers, promoting regulatory har-
monisation, and enhancing market access. Additionally, efforts should be directed
towards diversifying export markets and products, fostering innovation and com-
petitiveness, and investing in infrastructure development. These measures will
bolster Ukraine’s economic resilience, attract foreign investment, and solidify the
country’s position as a vital player in the EU market.

By prioritising strategic policy interventions and fostering strong trade rela-
tions with neighbouring countries, Ukraine can fully leverage its trade opportuni-
ties, effectively address challenges, and achieve sustained economic growth and
prosperity. The challenges and opportunities presented by diversifying Ukrainian
production and expanding into the European market can be addressed through
targeted policy interventions, unlocking Ukraine’s economic potential, enhancing
competitiveness, and facilitating effective integration into the European market.
Implementing policy recommendations that prioritise innovation, entrepreneur-
ship, infrastructure development, and market intelligence will contribute to the
successful realisation of the objectives outlined in the Association Agreement
with the EU.
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Furthermore, the European trajectory has enabled Ukraine to diversify its export
markets and attract foreign direct investment. By aligning its production standards
and regulations with EU requirements, Ukrainian businesses can gain easier access to
European markets and benefit from increased demand for their products and services.

In conclusion, Ukraine’s strategic embrace of the European trajectory for its eco-
nomic development has set the stage for comprehensive reforms, enhanced econo-
mic cooperation, and greater integration with EU countries. By aligning its policies
and regulations with European standards, Ukraine aims to strengthen its position in
the global economy and leverage the benefits of closer ties with the EU.
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