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Urgency of the research. The importance of finding
perspective directions of bilateral format for interaction
between Ukraine and Belarus in the economic sphere stems
from the major role of international economic cooperation to
maintain and strengthen security in the region in the face of
contemporary geopolitical challenges.

Target setting. It is reasonable to study the challenges
and prospects of economic relations between Belarus and
Ukraine through the prism of processes and phenomena
occurring within the single economic space of the Eurasian
Economic Union and Deep and Comprehensive Free Trade
Area between Ukraine and the European Union.

Actual scientific researches and issues analysis. The
issue of development of bilateral economic cooperation
between Ukraine and Belarus is the researching subject of
authors like H. Maksak, D. Yurchak, B. Uvarov, A. Demedyuk,
A. Kolodiychuk, E. Matveev, N. Mikula etc.

Uninvestigated parts of general matters defining. The
current geopolitical context requires the practicing of a
constant scientific search and dialogue for underpinning
acceptable to both sides forms of economic cooperation.

The research objective. The aim of this article is to justify
perspective directions of economic cooperation between
Ukraine and Belarus as a factor of regional security for their
impact on maintaining and strengthening the regional security.

The statement of basic materials. This article presents a
general assessment of trends in the economy of Belarus as
part of the Eurasian Economic Union for their impact on
economic interests of the state and its external economic
policy. The role of Belarus in mitigating the impact of
Ukrainian-Russian trade sanctions by its performance the
functions of transit channel for the products with varying
degrees of processing is defined. The context, which is
formed by the DCFTA implementation processes for the
development of bilateral economic collaboration between
Ukraine and Belarus, is identified.

Conclusions. Opportunities for external economic
manoeuvres of Belarus and Ukraine in the current geopolitical
conditions depend on the ability of states to achieve a
consensus on key areas of cooperation and compromise
between their integration vectors. In future economic
cooperation between Ukraine and Belarus should be
expanded within the entire Baltic-Black Sea region.
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NEPCNEKTUBHI HANPAMU EKOHOMIYHOI
cniBnPALUI MK YKPAIHOIO TA BIJTOPYCCIHO
AK YUHHUK PETNOHAIBbHOI BE3MEKU

AkmyanbHicmb memu OocnidxeHHs1. Baxnusicmb
rnowyky rnepcrnekmueHux Harnpsmie pO38UMKY
080CMOPOHHBL020 hopmamy 83aemolii MK YkpaiHow ma
binopyccro 8 eKoHOMIYHIl cghepi 3ymoerieHa KIIH0HO8UM
3HAYeHHsIM  MiKHapOOHOI  eKOHOMIYHOI  criienpaui  Ons
nidmpumaHHs ma 3MiUHeHHs1 6e3rieku y peeioHi 8 ymosax
Cy4YacHUX 2eoroslimu4YHUX 8UKITUKIG.

lMocmaHoeka npobnemu. [ouinbHUM € BUBYEHHS
BUKITUKI8 ma repcriekmus y po38umKy eKOHOMIYHUX 8iOHOCUH
Mix Binopyccto i YKpaiHo Kpi3b npusmy npouecis i seuw, wo
8i0bysarombcs 8 pamMKax €0UHO20 E€KOHOMIYHO20 Mpocmopy
€8pasilickkoe0 eKOHOMIYHO20 COt3y ma no2subneHo 30HU
8iribHOI' mopeieni Mix YKpaiHoto ma €8pornelcbKUM CO30M.

AHaniza ocmahHix OocnidxeHb i  ny6nikayid.
lMpobnemamuka po3sumky OB0CMOPOHHIX EKOHOMIYHUX
8iOHOCUH MiX YkpaiHoto ma binopyccro € npedmemom
docnidxeHb makux aemopie, sik . Makcak, [. FOpuak,

b. Yeapos, O. [emedwk, A.Konodiuyyk, €. Mamsees,
H. Mikyna ma iH.
BudineHHs1 HeOocCJliOXKeHUX YacmuH 3a2ajibHol

npo6nemu. [lomoyHul eeononimuYyHuUli KOHmekcm nompebye
nidmpumaHHsi MocmiliHo2o Haykogoz20 Mowyky ma Odianoay
3a0ns obrpyHmyeaHHs1 npuliHIMHuUx 0nsi 06ox cmopiH ¢hopm
EeKOHOMIYHOI criigrnpauj.

lMocmaHoeka  3aedaHHsi. Memow  cmammi €
06rpyHmMy8aHHsi  NMepCrieKMuBHUX  HarpsiMie  €KOHOMIYHOI
crisnpayi MiX YkpaiHor ma binopyccio 3 mouku 30py ix
8ruey Ha nidmpumMaHHs ma 3MiyHeHHs eKOHOMIYHOT be3neku
Y PeeioHi.

Buknad ocHoeHo20 mamepiany. Y cmammi 30iliCHeHO
y3azanibHeHy OUiHKY meHOeHUili po38UMKYy EKOHOMIKU
binopyci e cknadi €8pa3silickkoe0 EeKOHOMIYHO20 COH3y 3
MOYKU 30py iX 8rugy Ha eKOHOMIYHI iHmepecu depxkasu ma ii
308HIWHbOEKOHOMIYHUU Kypc. OkpecneHo ponb binopyci y
MOM’AKWEHHI 8rnusy YKpaiHCbKO-pOCIliICbKUX MOp208esIbHUX
CaHKUil 3a paxyHOK 8UKOHaHHS1 Heto ¢byHKUili mpaH3umHo20
KaHasy HaOXO00XeHHs1 8i0rnoeiOHoi npodyKuii 3  pisHUM
cmyneHem 06pobKu. BusHayeHo KoHmeKcm, KUl ¢hopMyoms

npoyecu imnnemenmayii  [MB3BT  dns PO38UMKY
080CMOPOHHBLOI €KOHOMIYHOI crienpaui Mix YkpaiHowo ma
Binopyccto.

BucHoeku. Moxnusocmi 0nsi  308HIWHbOEKOHOMIYHUX
MmaHespie YKpaiHu i binopyci 8 cgbopmosaHuUx 2e0nonnimuyHux
ymMosax 3anexams 8i0 30amHocmi Oepxas Oocsamu
KOHCeHcycy wo00 K/o4o8uUX  Harmpsmie — crienpaui i
KoMrpomicy Mk ix iHmezpauiiHumu eekmopamu. Ha
repcriekmusy po3wuptosamu  €KOHOMIYHY Crienpauto  Mix
YkpaiHoto i binopyccro cnid 8 pamkax ecbo20 banmilicbko-
YOPHOMOPCLKO20 PERIOHY.

Knro4voei cnoea: ekoHoMmiyHa 6e3sneka; MixHapoOHa
EeKOHOMIYHa crierpausi; eKOHOMIiYHa iHmeapauisi; eKOHOMIYHI
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sanctions; Eurasian Economic Union (EEU) and Deep and
Comprehensive Free Trade Area between Ukraine and the
European Union (DCFTA).

iHmepecu; mopaosersbHi caHKyji; €8pasilicbkuli eKOHOMIYHUU
cow3s (EEC); noenubneHa ma eceoxonsnida 30Ha 8inbHOI
mopeieni mix YkpaiHoto ma €eponelicekum cotosom (IMMB3BT).

Urgency of the research. Interstate economic cooperation is a key factor of stability, security and
achieving the objectives of the international community. Although in the trade and economic area the
Republic of Belarus has been and remains one of the main trade partners of Ukraine, current economic
cooperation between them faces several challenges, including geopolitical changes in the region, lack of
funding, institutional weakness and limited coordination between authorities. This is reflected in the
priorities of the strategic papers of the states, where the vision of national security threats and their sources
is fundamentally different. Given the fact that the Belarusian authorities are ready to mediate in relations
with Russia increasingly on the level of economic projects, the task of searching for perspective directions
of bilateral cooperation between Ukraine and Belarus in the economic sphere becomes relevant.

Target setting. The underlying motive that drives states to economic cooperation is their interest.
Therefore, a precondition for effective economic collaboration between Ukraine and Belarus is awareness,
recognition and mutual respect of the courses chosen by each country for implementation and protection of
such interests. Obviously, the economic interests manifest themselves in integration vectors of the states.
The integration process, for its part, affect the methods and feasibility of economic interests. Thus,
challenges and prospects of economic relations between Belarus and Ukraine should be considered
through the prism of processes and phenomena taking place within the single economic space of the
Eurasian Economic Union (EEU) and Deep and Comprehensive Free Trade Area between Ukraine and
the European Union (DCFTA).

Actual scientific researches and issues analysis. Situation and Development Prospects of bilateral
economic relations between Ukraine and Belarus are the researching subject of many authors. Notable
among the most relevant publications are study on cooperation between Belarus and Ukraine in new
geopolitical conditions (H. Maksak, D. Yurchak [1]), pressing issues in developing of cross border
cooperation between the states and possible ways of overcoming them (B. Uvarov [2]), possible avenue for
strengthening cross border cooperation of Ukraine (a group of authors of Sl “Institute of Regional Research
n.a. M. I. Dolishniy of the NAS Ukraine” [3]).

Uninvestigated parts of general matters defining. Despite the issue of economic cooperation
between Ukraine and Belarus is a subject of numerous studies and much debate, the current geopolitical
context requires the practicing of a constant scientific search and dialogue for underpinning acceptable to
both sides forms of economic cooperation.

The research objective. The aim of this article is to justify perspective directions of economic
cooperation between Ukraine and Belarus as a factor of regional security for their impact on maintaining
and strengthening the regional security. To achieve the goal, the following objectives need to be met:

—to describe the trends in the economy of Belarus as part of the Eurasian Economic Union for their
impact on economic interests of the state and its external economic policy;

—to define the impact of Ukrainian-Russian trade sanctions on transformation of format of their
economic cooperation;

—to identify the context, which is formed by the DCFTA implementation processes for the development
of bilateral economic collaboration between Ukraine and Belarus.

The statement of basic materials. As was found in a study of Belarusian experts, the dynamics of the
Belarusian economy as part of the Eurasian Economic Union displays unsatisfactory nature and tends to
get worse [4]. This is confirmed by data originating from official statistics. In 2015 it was noted reduction of
key socio-economic and foreign trade of Belarus. Real GDP of the country declined by 3,9%. There was a
reduction of the index of industrial production, agricultural production, construction, in the volume of the
transportation of goods (except the air). External trade turnover of Belarus decreased by 25,9%, export —
by 26,1%, import — by 25,2%. Export declines to EEU countries totaled — 26,7% [5].

Has not occurred promotion of the five basic integration projects (business combinations of Belarusian
and Russian enterprises: establishment of a Holding “Rosbelavto” bases on MAZ and KamAZ, integration
of Belarusian “Intehral” and Minsk Wheel Tractor Plant with the structures of the State Corporation *
Rostekh”; “ Pelenh” with “Roskosmos”, and “ Hrodno Azot ” with “Yevrokhim” or “Hazprom”) [4].
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A sharp reduction in energy rent reversed comparative advantage of Belarusian enterprises. The
decline in world oil prices, that started in the middle of 2014, significantly curtailed the profit of Belarusian oil
refiners according to the results of 2015. Further negative factors responsible for the profit of Belarusian oil
industry were the continuing devaluation of the Russian rouble and the tax maneuver in the Russian
upstream sector [6]. Instead of the expected $2,5 billion in the form of oil products export duties Belarus
received from Russia only about $1 billion [4].

Increasing of instability and uncertainty of Eurasian integration, dissatisfaction of Belarus with its pace
and outcomes (significant drop in reciprocal trade turnover accompanied by superior setbacks of
Belarusian export, degradation of its structure etc.) linked to the increasing discord between Belarusian and
so-called “overall integration” interests.

Such a deepening conflict of interests together with awareness of the need to modernize economic
model directly affected the formal launching of a policy of diversified external trade and reforming the
economy by Belarus. This dedication to get back to the international economic arena as a competent actor
should be regarded as significant event within the context of this study.

At the same time, it should be recalled that priority for Belarus continues to be vector of Eurasian
integration. Therefore, all potential project initiatives of economic cooperation within the EU (primarily EaP)
should be based on sector-by-sector approach. This is facilitated, inter alia, by process that intensified in
Ukrainian and Belarusian economies since the imposition of trade sanctions.

Until recently, Belarus was able, to some degree, mitigate the negative effects of trade restrictions,
acting as a mediator in regional trade. Official Belarusian statistics indirectly imply that: since the imposition
of the food embargo by Russia, Belarus has become a transit channel for the flow of products banned in
Russia. Goods which foreign trade turnover increased significantly, include two key groups. The first group
is that of the is the goods that are handled or processed. Thus, Belarus has taken an important place in the
logistics supply chain of Norwegian salmon. Prohibition of milk and milk products from the EU allow Belarus
to increase exports of dairy products to Russia.

The second group of products was widely debated. These include, for example, fruits and vegetables,
which increased imports from the EU coincided with the increased exports of similar products to Russia. In
2015 it was supplied to Russia: Belarusian lemons to the amount of $3,2 million, Belarusian nuts (coconut,
Brazil nuts, cashew and almonds) to the amount of $1,2 million, Belarusian pineapples to the amount of $
0,3 million). The supply of Belarusian blue cheese (in 2015 its exports to Russia increased by 4,4 times),
shrimp, mussels and others was also mentioned [7]. The significant increase in such exports has shown
how ineffective Russia prohibition was and how easily it can be bypassed.

In relation to a reported increase in the allegations of the use of illegal re-export schemes of goods from
the European Union and Ukraine to Belarus, received from Russia, it has become necessary to find more
effective value added forms of vertical integration. At a time when Ukraine and Belarus have advantages in
the EU and EEU markets respectively, they should use them together. Such cooperation could be based
first and foremost on the rules of origin, that would contribute to the deepening the good-neighborliness and
reciprocal investment. Joint ventures established in Belarus, would open access to the Eurasian market
and Asia, and in Ukraine — to EU.

With regard to process of implementing Deep and Comprehensive Free Trade Area between Ukraine
and the European Union, they form a misleading context for the development of bilateral cooperation
between Ukraine and Belarus. Since 2016 for the first time in 2,5 years, an increase in exports to the EU
both in real and nominal terms was observed. Over the first 8 months of 2016, this index growth rate was
more than 4%. The share of foreign trade of Ukraine with the EU has increased and come close to 40%.
There was an increase in the number of market entries to the EU, made by Ukrainian companies had not
exported to Europe before [8].

The optimistic mood in business circles about the prospects of European integration are gradually
replacing pessimistic. According to a poll the number of industrial enterprises in Ukraine that benefit from
DCFTA outnumbered businesses that experienced losses from trade liberalization by nearly three to one
[10].

In terms of development of bilateral collaboration between Ukraine and Belarus processes, which take
place in Ukrainian economy with respect to the implementation of DCFTA, should be considered at least in
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two notions. On the one hand, the continuation of trends of increased imports from the EU, which the
economy of Ukraine demonstrated in 2016, may further complicate the basic form of the Ukrainian-
Belarusian cooperation — bilateral trade. Ukraine is one of the countries that have been found in the list of
foreign top sheet of Belarus for a long time. In 2015 Ukraine ranked third among the major trading partners
with the share of import over 9% [7].

Thus, Belarus has an objective interest in keeping Ukraine as some of the largest markets for its
products. The flow of European goods on Ukrainian market has been identified as a potential threat for
Belarusian producers both in foreign and domestic markets. Thereatfter it could trigger disputes and recover
“trade wars” between the states, not only as a result of protectionist policies, but restrictive requirements of
the Russian side.

On the other hand, trade agreement between Ukraine and the European Union unlocks the potential for
new solutions of accumulated in Ukrainian and Belarusian economies problems. The phasing out of the
Ukrainian presence on EEU market (in 2015 Ukrainian share in turnover of EEU decreased by 44%, in
export — by 43%, in import — by 45%) [5] and shift of Ukrainian export to European direction represent a
window of opportunity for Belarus to develop market niches, where countries were rather competitors than
partners, with less. At the same time, an open European market for Ukraine, on the contrary, creates
advantages for the Belarusian side for competitive commaodity positions.

Despite the ambitious plans of Ukrainian and Belarusian authorities to intensive innovative development
of national economies proclaimed in the strategy papers [9; 10], in funds-constrained settings regional
projects should be developed primarily in the areas where it is easy to get the most significant effect.
Creation of joint production sites should be specifically tailored to the production which should necessarily
be of the best competitive price and quality both at the domestic and foreign markets. Among the potential
areas of cooperation, the ones that will solve especially acute problems for both states are the priorities.
They are unstable and extensive agriculture, development of transport, energy efficiency and energy
independence etc.

Ukraine, for its part, could provide relevant information and technical assistance to Belarus side in case
of its interest of establishing relations with European structures as possible (in the future) alternatives after
the period of staying in the shadow of its eastern neighbor.

There is a high likelihood that “reset button” with EU and the opportunities in this regard to Belarus in
the form of their regional projects will be accompanied by increasing competition with Ukraine for financial
resources, the attention of European partners or leadership in certain niches. The same, although to a
lesser extent, applied to the initiative “The Silk Road Economic Belt”. Although many routes connecting
China and the EU pass through Belarus, Ukraine has many more neighbors with the EU than Belarus, and
also represents the shortest route connecting the EU with China. Therefore, with the development of the
infrastructure Ukraine is able to compete with Belarus for Chinese investment in the development of transit
potential.

Conclusions. The negative dynamics of the Belarusian economy, failed expectations for Eurasian
integration and the impact of Ukrainian-Russian sanctions shaped the economic background for the
development of cooperation between Ukraine and Belarus in recent years.

One of the priorities of foreign policy of Ukraine on Belarus should be strengthening economic and trade
partnerships and to minimize the risk of recurrence of “trade war”. At that Ukraine shall perceive Belarus as
a sovereign state that has its own economic interests and is committed within related with Russia
integration form of relations. To avoid further confrontation with Russia, and to achieve greater gains for the
national economy, the traditional Belarusian scheme of re-export should be transformed into more
productive in terms of value added forms of economic cooperation with Ukraine.

Processes of the implementation of DCFTA also make up complex context for the development of
bilateral cooperation between Ukraine and Belarus. Therefore, Belarusian authorities avoid the choice
between cooperation with the West or the East and all communication with them will be more fruitful if they
include projects that are the focus of economic interests of Belarus.

Room for foreign policy manoeuvre of Ukraine on Belarus in the current geopolitical circumstances
depend on the ability of states to reach a consensus on key areas of cooperation and compromise
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between their integration vectors. In future economic cooperation between Ukraine and Belarus should be

expanded within the entire Baltic-Black Sea region.
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