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Mema. Mema yiei cmammi — U3HAYUMU POJIb €KOHOMIYHOIL iHmezpayii 01 Kpain
bausvkozo Cxody 6 ymosax enobanizayii.

Memoouka. [[ocnioxcenns tpyHmyemscsa Ha OIANeKMUYHOMY Memoodi Ni3HAHHA ma
cucmemnomy nioxodi. OCHOBHI HAYKOGI pe3yibmamu OmMpuMani 3 6UKOPUCTNAHHAM KOM-
NJIEKCY 3a2aNbHOHAYKOBUX | CNeYialbHUX Memo0i 00CNIONHCEHH, a came. CUCeMamu3ayii
ma y3azanvHeHHs (011 0OIPYHMYBAHHS CYMHOCMI eKOHOMIUHOI inmezpayii), abcmpaxmuo-
JI02IYH020 aHanizy (01 00IPYHMY8AHHs PONi eKOHOMIUHOI inmezpayii 0 kpain bauzbkoeo
Cxo00y ma ii 6naugy na ocooaugocmi ix po3euUmky).

Pezynomamu. Y cmammi npeocmasneni nioxoou 00 uHayeHHs NOHAMMs eKOHOMI-
yHoi inmezpayii. Po3xpumo ocno6ni nepedymosu ma Hacnioku inmezpayii 01 Kpain bau-
3bK020 Cx00y. Po3zenanymo Oeski 3 iCHyIOUUX iHme2payitHux y200, 0coous8y yeazy npuoi-
neno bapcenoncokomy npoyecy.

Haykosa nosusna. I[looanvuuii po3eumox ompumania cucmemamusayis nioxooig 0o
BU3HAYEHHS NOHAMMSA «EeKOHOMIYHA THmezpayisy. Kpim mozo, Ha ocHosi ananizy nomou-
HO20 CMaHy NOAIMUYHO20, COYIANbHO20 U eKOHOMIYHO020 po38UmKYy Kpain bnuzvkoco Cxo0y
00TPYHMOBAHO He0OXIOHICMb no2nubenHs inmezpayii, 6UANeHo il nepesazil.

Ilpakmuuna 3nayumicms. [lpaxmuyny 3HAUUMICb OOCTIONCEHHS MAE OYIHKA nepe-
8ae exoHoMiyHOI inmezpayii kpain bausbkozco Cxo0dy, AKi Modicyms Oymu UKOPUCMAHI npU
PO3po0OYi npoepam cnigpodimHuymea, y momy 4ucii 3a ydacmio Yxpainu.

Knrouoei cnosa: exonomiuna inmezcpayis, enobanizayis, ceimose 20cnooapcmeo,
cnisnpays, bausexuti Cxio, Bapcenoncokuii npoyec.

Introduction. The importance of economic integration is a very pertinent issue in
Middle East, particularly in light of existing political and economic weaknesses. Some
countries of Middle East are infested with the deepest levels of poverty, lowest share o
world trade, and weakest development of human capital and infrastructure, to say the least.
It is because of this that integration is needed, as this will assist in enhancing economic
development and growth.

This paper will focus primarily on the economic aspects of integration, and the im-
portance of it for Middle Easr countries. It is based on the notion that those member states

ISSN 2079-4819, BICHUK HouHVYET Nel (62) 2015 31



BicHuk JloHEeIEKOTO YHIBEpCUTETY €KOHOMIKH 1 TOPTiBii iMeHi Muxaitna Tyran-bapaHoBChKOTO

which are of the view that economic integration will make their economies worse than they
are now have not fully explored the role of economic integration for countries develop-
ment.

Latest research and publications analysis. Despite the presence in the modern
economic literature, a significant number of works devoted to the integration processes
(M. Maksimov, Yu Shishkov J. Tinbergen, R. Cooper, B. Balacca V. Ovchinnikov,
O. Chernega, Y. Bocharova and others), Problems of economic integration of Middle East
remains poorly understood until now. The need for in-depth and detailed study of this issue
is related to the need of clearly defining of integration and the aim of co-operation, allow-
ing all participants to receive such material and other benefits, which they could not get
acting autonomously, and integration with the purpose of exploitation, regardless of any
masking its factors .

The goal of the article is to identify the role of economic integration for the coun-
tries of Middle East in the terms of globalization.

Key research findings. The modern world is living in an era of global integration
processes, affecting all spheres of life (politics, economics, education and other). Interna-
tional economic integration is one of the most important determinants of national economic
development, manifested in the expansion and acceleration of international financial flows,
which in turn contributes to a more efficient use of investment capital in all areas of the
world economy and the international geographical division of labor, allows countries to
significantly cut the costs of production and, consequently, to reduce the price of consum-
able goods. The integration process involves a constant search for the states flexibility, and
compelling long-term reason to the reorientation of neutral or good-neighborly relations in
the highly partnerships.

In ordinary language, the term ‘integration’ means to bring parts of an object into a
complete whole,while in economic terms it would imply, in its narrowest sense, the coor-
dination of economic activities within a country for the purpose of enhancing the develop-
ment of that particular country. [1] Mutharika further gives the term awider meaning, and
indicates that it implies the process of integration ofvarious economies in a given area or
region into a single unit fo the purpose of regional economic development. In a more pre-
cise way, economic integration occurs when two or mor nation undertake policies that re-
sult in greater mutual economic interdependence.

Economists have defined the term ‘economic integration’ in several different ways
over time. Economic integration is a process of eliminating restrictions on international
trade, payments and factor mobility. [2] Economic integration thus results in the uniting of
two or more national economies in regional trading agreements. T. Nikolayeva and
V. Gayanov identified integration as holistic education, acting in the interests of all partici-
pants in order to achieve common strategic objectives, including the members of associa-
tion and the connections between them, which are due to the strategic needs of the subjects
themselves in enhancing the competitiveness and creating a relatively free from the exter-
nal market competition. [3]

From these definitions, it can be distinguished two different methodological ap-
proaches to the study of the process of economic integration. In the first, the so-called
‘static approach’ for economic integration is identified it as the onset of favorable circum-
stances and prerequisites for integration, the formation of supranational Institute, which
aims are the convergence of national economies and holding its members agreed interstate
economic policies to achieve common strategic goals. This interpretation of the essence of
international economic integration has long been a major, especially in the neo-liberal-
leaning theorists. From the point of view of the other, ‘active’ approach, it can be told
about this concept as about the controlled and voluntary process of developing and
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strengthening ties with the sequential approach and structural merging economic entities,
in order to obtain comparative advantages. One of the first consideration of the need for
integration not only as a static state, but as a dynamic process proved Hungarian economist
B. Balassa, having formed thus to two-pronged approach to the interpretation of the es-
sence of international economic integration. [4]

Despite many attempts since World War Il to promote economic integration and po-
litical cooperation among states in the Middle Eastern region, economic interactions have
remained limited. Increasing attention has been focused on the region’s economic poten-
tials due to the recent progress in the Arab-Israeli peace process and the steps taken by
several countries toward external economic liberalization. This attention comes at a time of
renewed global interest in regional arrangements, whether among industrial countries (such
as the EU), a mixture of industrial and developing countries (Nafta and Apec), or develop-
ing countries alone. [5]

Any region needs a framework in which intra-regional issues — political, security or
economic — can be addressed on a regular basis. Most have several overlapping regional
organizations. It can be identified three reasons why countries seek greater regional inte-
gration: to make economic welfare gains; to increase the region’s collective political bar-
gaining power in extra-regional issues; to achieve other non-economic national goals, such
as meeting security concerns and preventing future conflict.

A Middle East region is defined by several characteristics, the most basic being ge-
ography and culture. However, these two aspects say little about the extent of, or potential
for welfare-enhancing economic interaction, which are also determined by economic and
political factors. The more similar the economic and political systems of countries and the
more similar their political goals, the easier it has proved to promote effective regional
economic integration among them. The returns from economic integration also reflect the
relative resource endowments of the participating countries, including human capital, albeit
not in a unique or unambiguous manner. [6]

Limited integration has stifled the Middle East region’s ability to tap into its signifi-
cant potential for economic growth and job creation. The region is among the least inte-
grated in the world economy. Although home to 5.5 percent of the world’s population and
3.9 percent of the world’s gross domestic product (GDP), the region’s share of nonoil
world trade is only 1.8 percent. By contrast, countries that have opted for a liberal trade
and investment regime — most notably in East Asia — have experienced a significant in-
crease in trade, employment, and per capita income. If petroleum and gas are taken into
consideration, the Middle East countries are far more integrated in the world economy,
with total exports accounting for 6.2 percent of total world trade. Exports of oil and gas
represent about three-quarters of total exports. [5]

Deep economic integration could help policy makers address the critical develop-
ment challenges that have been brought to the forefront by the Arab Spring. The Middle
East faces a number of serious economic management challenges, including high youth
unemployment, global commodity market shocks, weak governance, and inefficient public
sectors. The Arab Spring has unleashed a torrent of protests across the region, giving voice
to popular frustrations with exclusive, ineffective, and inefficient policy choices. This
movement has brought to the forefront the need for policy makers to refocus their devel-
opment strategies on inclusive growth, job creation, and good governance. The region’s
leaders are sensitive to the calls for reform and are accelerating measures to stimulate job
growth, make the economic growth process more inclusive, and foster popular participa-
tion in the development process.

Middle East states have attempted to enhance intraregional trade by themselves. In
1998, Arab countries signed on to create a Greater Arab Free Trade Agreement (GAFTA)
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that would eliminate tariffs, by 10% annually, on regional manufactured and agricultural
goods over a ten-year period. However, intraregional Arab trade remains disappointingly
low, with little progress being made. [7] Hence the region needs to move beyond shallow
integration and into deeper integration to maximize welfare gains and surpass initial gov-
ernment scepticism to change. [8] In addition to the economic arguments for low levels of
economic integration, others point out the political obstacles to modern pan-Arabism that
include a lack of mutual trust among Arab leaders, vested domestic political groups’ inter-
ests in regulated decision-making or rentier-state behaviour, and crony capitalist support
for statist, inward policies.

The European Union has a strong geostrategic interest in having political stability in
the Mediterranean. As a ‘civilian power’, the EU has used its economic prowess to negoti-
ate trade agreements that it hopes will lead to political and economic reforms in its neigh-
bourhood. The 1995 Barcelona Process had high hopes of achieving peace and prosperity
in the Middle East through enhanced economic and political reforms that would lead to
good governance in the region and help stem economic migration into Europe. The hub
and spoke arrangement created by the Barcelona Process, however, negated many of the
intended political and economic benefits of the agreements.

The Barcelona Process envisioned three areas of mutual objectives, highlighted by
three chapters in the final agreement. First, the Political and Security Chapter called for the
creation of ‘a common area of peace and stability’. [9] For many Middle East states reeling
from the rise of Islamic movements — made most clearly in the first-round election of Al-
geria’s Islamic Salvation Front and the rise of Muslim Brotherhood’s criticism of Egypt’s
Mubarak — the call for peace and stability in the region was interpreted as a call for en-
hanced domestic security in Middle East states. Second, the Cultural and Human Chapter
would be based on promoting trans-Mediterranean dialogue on social and cultural issues.
For Middle East governments, it was hoped this would imply improving European under-
standing of Middle East peoples to help economic migrants already in Europe and to help
better understanding of the region. Finally, the Economic and Financial Chapter would
build a ‘zone of shared prosperity’ by signing association agreements with Middle East
states that would eventually lead to a free trade area.16 It was envisioned that the EU
would sign free trade agreements with ten countries by 2010 — Algeria, Egypt, Israel, Jor-
dan, Lebanon, Morocco, Palestinian Authority, Syria, Tunisia and Turkey — to be called the
Euro—Mediterranean Free Trade Area (EMFTA). The EU would negotiate the fulfillment
of the Barcelona Process both bilaterally, through the association agreements, and multilat-
erally, with future working groups. [9]

The pace of the Barcelona Process on policy reforms within the Middle East, howev-
er, remained disappointingly slow, and EU members felt an added urgency of pushing the
process forward after September 11th.17 The EU hoped to reap the benefits of a neoliberal
peace, where increasing the living standards of Middle Easterners would decrease the
spread of Islamist militancy in the region and help stem potentially radicalized economic
migrants into Europe.

The EU has embarked on a new and more promising approach that may help to recti-
fy the hub and spoke effect and stimulate intraregional trade in the region, and the 2004
Agadir agreement may be effective in producing the changes envisioned in the Barcelona
Process. The EU, however, will need to prompt more Middle East states to join into the
agreement to gain from the positive spillover effects.

Economic integration could help policy makers address these critical development
challenges. In a narrow sense, economic integration is understood as the elimination of
tariff and nontariff barriers to the flow of goods, services, and factors of production among
a group of cooperating countries. [8] Deeper economic integration goes further, referring to
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the integration and improvement of transport and trade logistic systems, strengthening of
infrastructure, harmonization of institutional arrangements and practices, and improvement
in behind-the-border policies and regulations that impose a burden on business activity.
The latter include economy-wide policies such as exchange rate policy, competition policy
and other aspects of the overall investment climate, and sector-specific policies affecting
trade in services and the efficient provision of key backbone services such as finance,
transport, telecommunications, energy, and water.

Economic integration can contribute to addressing the region’s development chal-
lenges by strengthening incentives and opportunities for growth, economic diversification,
and employment. While it is not a panacea or a substitute for domestic reform, economic
integration can help attract the investment needed to generate more and better jobs by re-
moving barriers to trade and investment and by improving the enabling environment for
both domestic and foreign investment. Global trade patterns are changing rapidly, with a
growing emphasis on the geographic splintering of production chains and the rise in ‘trade
in tasks’ and vertical specialization. This has been driving trade expansion and demand for
job creation in East Asia, Eastern and Central Europe, Mexico, and other parts of the
world. Higher levels of intra-industry trade have generated greater and better employment
for those integrated into these production chains. [8]

Despite complementarity in the output mix, nothing is preventing different countries
in Middle East from further integrating into these multinational value chains. Economic
integration can have positive market, efficiency, and long-term welfare effects. The exten-
sion of domestic markets provides opportunities for greater economies of scale and,
through improvements in connectivity, helps strengthen access to markets. Economic inte-
gration can provide opportunities to expand economic activity through joint action to over-
come policy and institutional barriers to the flow of goods, services, capital, and labor. If
the reduction of interregional barriers leads partner countries to expand output and exports
of internationally competitive products, the price of productive inputs or final goods in the
importing country will fall and benefit consumers, input purchasers, and employees in the
exporting country.

Conclusions. In this case, there is a need to create follow-up mechanisms to ensure
respect for Middle East economic integration. Economic cooperation and integration could
help address the political, social and economics problem of the region by boosting growth,
fostering diversification, and stimulating employment. In particular, trade and foreign di-
rect investment (FDI) matter for generating the jobs that the region so badly requires. Re-
gional cooperation can make a difference in attracting the investment needed to generate
more and better jobs by removing barriers to capital inflows and by creating a better ena-
bling environment for both domestic and foreign investment.
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Henw. llenv oannou cmamvu — onpedenums poib IKOHOMUHLECKOU UHmezpayuu 0is
cmpan bnuoicneco Bocmoka 6 ycnosusx 2nobanuzayuu.

Memoouxa. Hccnedosarue 0CHOBbIBACMCSL HA OUALEKMUYECKOM Memooe NOZHAHUSA U
cucmemuom nooxooe. OCHOBHble HAYYHLIE PE3YIbMAmMbvl NOJYHeHbl C UCNONb308AHUEM
KOMNIEKCA 0OWeHAYUHbIX U CNEeYUATbHBIX Memo008 UCCIe008AHUS, A UMEHHO. CUCTeMd-
musayuu u 0000weHus (0151 060CHOBAHUSA CYWHOCMU IKOHOMUYECKOU unmezpayuu), ao-
CMPAKMHO-I02UYECKO20 AHAIU3A (07151 0OOCHOBAHUSL PONU IKOHOMUHECKOU UHMeZpayuu
o empan Brusicneeo Bocmoxa u ee 6nusiius Ha 0COOEHHOCMU UX PA3GUMIUSL).

Pe3ynomamut. B cmamve npedcmasienvt H0OX00bl K ONPeOeeHuio NOHImMus IKOHO-
Mmuueckou unmeepayuu. Ilpeocmagnienvl 0CHOBHbIE NPEONOCHLIKU U NOCIEOCMEUsT UHMe-
epayuu 0 cmpan Brauosicneco Bocmoka. Paccmompenvl nekomopwvie u3 cyujecmeyouux
UHMESPAYUOHHBIX CO2NAeHUl, 0coboe sHUMaHue yoeneHo bapcenonckomy npoyeccy.

Hayunas noeusna. /[anvheiiuee pazeumue nNOIYYULA CUCEMAMUAYUSL NOOXOO08 K
onpeodeneHuro NOHAMuUsl «IKOHoMuYeckas unmezpayusy. Kpome moeo, Ha ocHoge ananusza
MeKyuje20 COCMOAHUSA NOTUMUYECKO20, COYUATLHO20 U IKOHOMUUECKO020 PA38UMUs. CIMPAH
Bnuoicneco Bocmoxa obocnosana neobxooumocmo yenyonenuss uHmezpayuu, GblseleHbl ee
npeumyuwecmaa.

Ilpakmuueckasn 3nauumocms. [lpaxmuyueckyro 3HAUUMOCIb UCCIEO08AHUS UMeem
OYEHKA npeumyuecms dKOHOMUu4eckou unmezpayuu cmpatr bnuscneeco Bocmoxa, komo-
pble Mo2ym Oblmb UCHONb308AHbI NPU PA3PAOOMKe NPOSPAMM COMPYOHUUECmSEd, 8 MOM
yuycie ¢ yuacmuem YxKpaumoi.

Kniouesvie cnosa: skonomuueckas unmezpayus, 2100amu3ayus, Muposoe Xo3sili-
cmeo, compyouuyecmeo, bausicnuii Bocmoxk, Bapcenonckuil npoyecc.

Objective. The goal of the article is to identify the role of economic integration for
the countries of Middle East in the terms of globalization.

Methods. The study is based on the dialectical method of knowledge and systematic
approach. Basic scientific results obtained using the complex scientific and special
methods of investigation, namely the systematization and generalization (to justify the
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essence of economic integration), the abstract logic analysis (to justify the role of econom-
ic integration for Middle East countries and the impact of it on the characteristics of their
development).

Results. The article presents approaches to the definition of economic integration.
The basic prerequisites and consequences of integration for the countries of the Middle
East are presented. It is consider some of the existing integration agreements, special at-
tention is given to the Barcelona process. It is proved that economic cooperation and inte-
gration could help address the political, social and economics problem of the region by
boosting growth, fostering diversification, and stimulating employment. In particular,
trade and foreign direct investment matter for generating the jobs that the region so badly
requires.

Scientific novelty. Further developed systematization of approaches to the definition
of ‘economic integration’ is presented. In addition, based on the analysis of the current
state of political, social and economic development of the Middle East it is grounded epy
need to deepen integration, its advantages are revealed.

The practical significance. The practical significance of the study is evaluation the
economic integration advantages for development in the Middle East, which can be used in
the development of cooperation programs, including with the participation of Ukraine.

Keywords: economic integration, globalization, world economy, cooperation, Middle
East, the Barcelona Process.
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HISTORICAL BACKGROUND AND MEANING OF THE TERM
«CORPORATION»

Mema. Mema cmammi nonseae 6 npoeodeHHi KPUMUYHO20 AHANIZY IIMepamypHux
Ooicepenl I HAYKOBUX NYONIKAyitli ma y3aealbHeHHs HA Yill OCHO8I ICMOPUYHUX NepedyMos
BUHUKHEHHSL 1l CYMHOCMI Oeqhiniyii «kopnopayisay.

Memoou. Y npoyeci 00CHiOHCeHHA GUKOPUCMAHO MeMOOU CHOCMEPENHCEHH ma
NOPIBHAHHS OJIsl OOCNIONCEHHS ICMOPUYHUX NepeO0yMO8 UHUKHEHHS KOPnopayii, memoou
MeopemuyH020 y3a2aibHeHHs | NOPIGHAHHS, AHANIZY | CUHmMe3y, THOYKYIi ma 0edyKyii 0
cucmemamu3ayii U YmouHeHHs 3MiCY NOHAMMSA «KOPROpayisiy.
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