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Development of the trade between Ukraine and China generates serious challenges
for the national economy, because, presently, the trade with China accounts for more
than a half of Ukraine's negative balance in this country's international trade in
goods (56% in January-November 2018). Despite the risks of further deterioration of
trade balance, Ukraine has suggested to start consultations on the Ukraine-China
free-trade agreement (FTA).

The purpose of the paper is to estimate the possible impact of the liberalization of
trade with China and to develop recommendations for raising exports and suppress-
ing China's goods expansion on domestic market. In order to investigate the problem
and shape the outlook for domestic exports to China, the following steps have been
made: (1) compared the structure of external trade in goods of Ukraine and China; (2)
evaluated the trade regimes' symmetry between China and Ukraine; (3) identified the
characteristics of China's non-tariff trade regulations; (4) analyzed special ties fea-
tures of negotiating with China on FTA; (5) analyzed the situation with the develop-
ment of domestic export to China, and identified prospective markets for domestic
goods; and (6) analyzed the dynamics of imports of goods from China during 2004-
2018. Also, discussed the groups of import goods that are top items by absolute vol-
ume and possess a high share in imports and in local domestic consumption.
Analysis of the structure of trade flows between Ukraine and China showed that the
most probable development scenario in the trade with China is the increased orienta-
tion of Ukrainian export on raw materials and empowering of Ukraine's dependence
on the import of Chinese industrial goods. Probability of this scenario is increasing
since the trade regimes of Ukraine and China are asymmetrical, which creates une-
qual conditions of trade that are more preferable for China. It was found that, even in
case of trade liberalization as the result of FTA negotiations between China and
Ukraine, Ukraine could not expect sustainable increase in exports of agri-food goods,
as China has special non-tariff regulations in domestic agri-food markets.
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Among the core directions of the government policy of supporting the development of
agricultural export to China is promotion of corn export in accordance with the credit
agreement of 2012 between State Food and Grain Corporation of Ukraine and Ex-
port-Import Bank of China, and soybean export promotion with the purpose to substi-
tute US in the Chinese import soybean market, which opened up as a result of US-
China trade disputes in 2017-2018. Negative trends in bilateral trade are the reason
for active government policy promoting the export of processed goods to China, first of
all the products of food industry and optical photographic instruments and apparatus
that are of high demand in local Chinese markets.

Import dependence of domestic local market remains high without significant signs of
decrease. In 2017, the ratio between import and GDP was the highest for the recent
17 years. During 2013-2017, this ratio increased from 0.51 to 0.56. Dependence of
Ukraine's economy on import could increase further as a result of liberalization of the
trade with China. Despite the benefits for exporters (mostly exporters of raw goods),
cheap Chinese import could delay the renaissance of the domestic light industry that
has gradually started after a sharp decline in 2013-2015.

Dynamics of goods import from China during 2004-2018 was analyzed, and dis-
cussed groups of goods that are the top import items by absolute volume, possess a
high share in imports and in local domestic consumption. The research was conduct-
ed on agricultural and agri-food goods, and for 4- and 6- digit codes.

Presence of Chinese goods in domestic market is constantly increasing. In 2002-
2003, balance of trade between Ukraine and China was positive, and the share of
China's goods in market was below 2%, but, starting from 2005, the trade balance
has been always negative with share of Chinese goods increasing to 13% (2018).
Machinery accounted for more than a half of Chinese import in 2018, with machin-
ery, instruments and equipment making the highest share. China is the main export-
er of telephone equipment for cellular networks, computers and notebooks, photo-
sensitive semi-conductors, light-emitting diodes and other innovative and high tech-
nology products. China possesses top positions in imports of household electronics
and appliances, light industry goods (shoes, toys, synthetic textiles etc.) and other
goods. In 74 out of 178 analyzed 4-digit groups of goods, China's share in import in
2017 was higher than 50%.

From the position of domestic market protection, trade liberalization with China could
cause high risks for domestic producers. Assortment of industrial goods that are im-
ported from China is very extensive, hence their expansion in domestic market could
be quite significant.

The publication was prepared during the research work "The modernization of eco-
nomic policy of field of activities and markets development " (state registration num-
ber 0118U007329).

Key words: People's Republic of China, Free Trade Agreement (FTA), trade
regime, export, import dependence, protection of the domestic market
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The development of mutual trade between Ukraine and China creates challenges
for the domestic economy in view of the fact that trade with China is responsible
for more than one half of the negative trade balance of Ukraine (55% in 2018). De-
spite the risk of further deterioration of the net trade balance, the Ukrainian side
initiated consultations on the establishment of a Ukraine-China free trade agree-
ment (FTA). Therefore, analysis of the possible consequences of establishing an
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FTA between Ukraine and China in terms of the prospects of domestic exports to
China, on the one hand, and the development of dependence on Chinese imports
on the other hand, is an urgent task.

The involvement of Ukraine in initiative of the Government of the People's
Republic of China to build a new Silk Road also proves the relevance of research
on the assessment of the development of domestic exports to the People's Repub-
lic of China (PRC) and the risks of increasing dependence on Chinese imports, as
the aim of this initiative is to increase trade flows and stimulate long-term eco-
nomic growth of all participants.[1]. China launched the Silk Road Economic
Belt (SRB) and the 21st Century Maritime Silk Road in 2013. These two initia-
tives were called Belt and Road Initiative (BRI) and later "One Belt and One
Road Initiative” (OBOR).

In 2015, The National Development and Reform Commission of the People's
Republic of China (NDRC), Ministry of Foreign Affairs of the People's Republic
of China and The Ministry of Commerce of the People's Republic of China
(MOFCOM) jointly issued a roadmap (Vision and Actions on the Jointly Building
Silk Road Economic Belt and 21st-Century Maritime Silk Road. It highlights five
cooperation priorities such as: policy coordination (promoting intergovernmental
cooperation); facilities connectivity (the improvement of road, energy and infor-
mation infrastructure); unimpeded trade (the removal of trade and investment bar-
riers); financial integration (the deepening of financial cooperation, the expansion
of bilateral currency swap, the creation of new financial institutions); and people-
to-people bond (promoting cultural and educational exchanges, strengthening co-
operation on tourism and epidemic information sharing,). Cooperation priorities
also includes strengthening cooperation in the field of energy and environmental
protection [2].

OBOR is expected to consist of a network of ports, roads, railways, air-
ports, power stations, oil and gas pipelines and oil refineries, as well as free
trade areas.

China's information resources point out the main benefits China is going to re-
ceive from the introduction of the OBOR initiative: digestion of China's excess
capacity and labor supply, safeguards for China's energy and food supply [3]. For
Ukraine, participation in the OBOR initiative opens the prospect of attracting Chi-
nese investments primarily to infrastructure projects and agriculture and to the in-
clusion in global value added chains.

While defining the areas of cooperation with China within the framework of the
OBOR initiative, it is necessary to take into account the risks of increase of the re-
source orientation of exports and import dependence of the domestic market of
Ukraine. Such studies are extremely relevant due to the contradictory experience of
Belarus' cooperation within the framework of OBOR. Indeed, simultaneously with
the increase of Chinese investments in the Belarusian economy, exports of goods
from China to Belarus are rising; as the result, the average turnover of goods in-
creases by 10-20% annually. This has a negative impact on domestic producers,
primarily light industry in Belarus [4].
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The purpose of the article is to assess the possible consequences of liberaliz-
ing trade regimes with China, to develop recommendations for the development of
domestic commaodity exports and to prevent the expansion of Chinese goods on the
domestic market of Ukraine. In order to study problems and determine perspectives
for trade with China, the following steps were taken: (1) the commodity structure
of foreign trade between China and Ukraine was compared; (2) the symmetry of
the trade regimes of China and Ukraine was assessed; (3) the characteristics of
non-tariff regulation of trade by the PRC Government were identified; (4) the char-
acteristics of negotiation style of the Chinese representatives in the negotiations on
the establishment of the FTA were analyzed; (5) the estimations of domestic export
development to PRC and the identification of prospective markets for domestic
products were made; (6) dynamics of the import of Chinese goods during 2004—
2018 was studied and the product groups that are the largest in absolute volumes
of imports, have have a large share in the structure of imports and in domestic con-
sumption were identified.

The comparison of the foreign trade commodity structure of China
and Ukraine

The development of bilateral trade between the countries is influenced by the
scale of their economy and trade. China is one of the leaders in world trade. In
2017 the country was the largest exporter in the world and the second largest im-
porter of goods in the world (taking into account trade between EU member
states — the third one). Foreign trade of Chinese goods is developing dynamically.
During 2010-2017, commodity exports from China have increased in average by
5% annually and the average growth of commodity imports during this period
reached 4% [5, p. 80-82]. The Chinese commaodity export value in 2017 amount-
ed to 2,26 trillion dollars or 12,77% of world commodity exports and commodity
import value — 1,84 trillion dollars or 10,22% of world commodity imports. In-
stead, the share of Ukraine in the world commodity exports in 2017 amounted to
0,24% and in the world commodity imports — 0,27%. Thus, the conditions of
trade between Ukraine and China are not symmetric in view of the difference in
the scale of the economy and trade.

In the commodity structure of China's exports and imports industrial goods
prevail (93,7% in 2016) [6]. In the commodity structure of Ukraine's imports
share of industrial products equals to 66,1%, while in the commaodity structure of
exports share of agricultural products is 44% (according to 2016 data) [7].

The comparison of the commodity structure of foreign trade between
Ukraine and China clearly demonstrates their complementarity: China's demand
for raw materials can be satisfied at the expense of imports from Ukraine and
Ukraine's demand for industrial products can be satisfied at the expense of Chi-
na. Thus, there are risks of strengthening the raw orientation of domestic ex-
ports and increasing import dependence on Chinese industrial goods. These
risks increase due to the asymmetry of tariff and non-tariff regimes in Ukraine
and China.
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The features of customs tariff regulation
of the People's Republic of China

The table 1 shows the average rate of tariff protection of Ukraine and China.
The average bound tariff (the level at which countries, when joining the WTO,
were committed to "bind" their tariffs according to the schedule of tariff reduc-
tions) is 5,9% for Ukraine and 10% for China. This means that today when both
countries have already fulfilled their obligations to reduce tariffs, China's rate of

tariff protection exceeds the rate of tariff protection of Ukraine.

Table 1
The average rate of tariff protection of Ukraine and China
Agricultural Non-Agricultural
. Total
Indicator products products

Ukraine | China | Ukraine | China | Ukraine | China
Simple average final 5.9 100 11.0 157 5.0 9.1
bound, %
Simple average MFN
applied (2017), % 45 9,8 9,2 15,6 3,7 8,8
Trade weighted aver-
age (2016), % 29 52 54 11,8 2,7 4,6
Tariff quotas for agri-
culture products, % 0,0 4,5
tariff lines

Source: Data compiled by the author: China and the WTO. Tariff profile / World Trade Organization.
URL: https://www.wto.org/english/res_e/statis_e/daily_update_e/tariff_profilessfCN_E.pdf; Ukraine
and the WTO. Tariff profile / World Trade Organization. URL: https://www.wto.org/english/res_e/
statis_e/daily_update_e/tariff_profiles/fUA_E.pdf

Moreover, simple average final bound tariff of Ukraine for agricultural products
is 11% and China's — 15,7%. The difference between simple average final bound
tariff of Ukraine and China for non-agricultural goods is considerable — 5,0 and
9,1% respectively. Moreover, the Chinese agricultural market is protected by tariff
quotas which are set for 4,5% of the tariff lines of agricultural products. Ukraine
has only one tariff quota for imports of cane sugar with the amount of 267,8 thou-
sand tons at the rate of import duty 2% within the quota.

In 2017 China applied tariff quotas to 47 tariff lines in particular in the group
"10: Cereals" for wheat and a mixture of wheat and rye (meslin), corn, rice; in
group "11: Products of milling industry; malt; starches; inulin; wheat gluten” to
cereal flours other than of wheat or meslin and cereal groats, meal and pellets; in
group "17: Sugar and sugar confectionery" to cane or beet sugar; in group "31: Fer-
tilizers"™; "51: Wool, fine or coarse animal hair " and "52: Cotton". All tariffs with-
in quota are ad valorem. In most cases, bounded tariffs are applied.

Average weighted (for volume of trade) tariff rates in 2016 in Ukraine were
2,9%, and in China — 5,2%. In particular, in 2016, the difference was in the average
weighted tariff rates for agricultural products — 5.4% in Ukraine and 11,8% in Chi-
na. Average weighted tariff rates for non-agricultural goods in China in 2016 were
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also higher — 4,6% versus 2,7% in Ukraine. Thus data in the Table 1 show that the
level of tariff protection of Ukraine and China is asymmetric.

A comparative analysis of Ukraine and China's tariff regimes clearly indi-
cates their asymmetry, which creates asymmetric conditions in mutual trade,
more beneficial for China. Taking this into consideration, the mutual liberaliza-
tion of tariff regimes is beneficial for Ukraine. But all the advantages of liberal-
ization of customs tariffs by China can be eliminated by China's non-tariff cus-
toms regulations.

The features of China's customs non-tariff regulations

The analysis of China's customs non-tariff regulations is based on China's trade
policy reports prepared by the WTO Secretariat [1] and the Government of China
in 2018 [5]. In the procedures for accessing the Chinese market the state plays a
decisive role and the relevant intergovernmental agreements contribute to the es-
tablishment and development of trade with the PRC. All importers should register
as foreign trade operators at the MOFCOM or its authorized bodies.

China classifies imports into three categories: unrestricted imports, restricted
imports, and prohibited imports.

It should be noted that there are no commitments of the People's Republic of
China to cancel prohibitions on imports of individual commodities. Thus, the
Protocol on the Accession of the People's Republic of China to the WTO [8]
specifies only the obligation of PRC to regularly publish in a special official
edition the list of all goods and technologies import or export of which is re-
stricted or prohibited (Section 8 (a) of the above mentioned Protocol). Similar-
ly, the Report of the Working Party on the Accession of the People's Republic
of China to the WTO (Section 8 "Quantitative import restrictions, including
prohibitions and quotas™) [9] does not mention the cancellation of prohibitions
and the refusal to impose new prohibitions on imports of individual commodi-
ties. At the request of the members of the Working Party on China's accession
to the WTO the Chinese representative noted that China prohibits or restricts
the import of certain goods, in particular weapons, ammunition and explosives,
narcotic drugs, poisons, sexually suggestive materials and foodstuffs, medi-
cines, animals and plants which do not comply with China's technical regula-
tions on food products, medicines, animals and plants.

However, in 2004, a new Foreign Trade Law [10] was adopted by the PRC,
which significantly expands the possible list of commodities that may be subject to
import restrictions and prohibitions. Article 16 of Foreign Trade Law states that a
country may restrict or prohibit the import of individual commodities and technol-
ogy in order to protect national security, public interests or public morals; the pro-
tection of human health or safety, life or health of animals or plants or the envi-
ronment; restrictions on trade in gold and silver; the establishment or acceleration
of the creation of a certain branch of domestic industry; the restriction of agricul-
tural import, livestock products import or fish import in any form; balance of pay-
ments status.
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As can be seen from the above the PRC is actively pursuing a policy of trade
protectionism to protect its own producers and to promote the development of indi-
vidual industries. International experts believe that at the same time, the PRC vio-
lates it's WTO commitments. Among such violations they mention the adoption of
the Innovation Development Plan for high-tech industries, the so-called new strate-
gic industries, and failure to comply with international standards [11]. China con-
tinues to develop its own unigque national standards in order to protect its compa-
nies from international competition. This policy of China was called "innovative
mercantilism" [12].

For unrestricted imports the automated licensing is provided to monitor trade
volumes for statistical purposes. In particular, the catalog of goods for which auto-
matic licensing is carried out include commaodities that are of interest for domestic
exporters — barley and sorghum. Importers can apply for an automatic import li-
cense in the commerce departments at different ministerial levels, which issue them
on the basis of a properly filed application. Automatic import licenses are valid for
six months.

The goods whose import is limited are imported through non-automatic licenses
and / or quotas. Products that subject to non-automatic licensing are listed in the
import catalog for licensing. In 2015 this catalog included 89 tariff lines at the level
of 8 digits of the Harmonized System (HS). There are separate tariff lines of the
following commaodity groups: 01 Live animals and products; 02 Vegetable prod-
ucts; 03 Fats and vegetable oils; 04 Ready-made food products; 05 Mineral prod-
ucts; 06 Chemicals and articles made therefrom; 07 Plastic and rubber products; 08
Jackets made of leather; 09 Wood and forest products; 10 Cellulose, paper and
cardboard; 11 Textiles and clothing; 14 Precious stones and metals; 15 Base met-
als; 16 Machines and electrotechnical equipment; 17 Transport equipment; 18 Pre-
cise materials; 20 Various industrial products. Thus, there are restrictions on the
import of individual tariff lines in all groups of agricultural goods.

Prohibited products are listed in the catalog of commodities subject to the pro-
hibition of imports. In 2015 China reported that the list consists of 365 products
(eight-digit level HS), which includes mainly machines (section 85) and transport
equipment (section 87). The list of imports subject to restriction or prohibition may
be adjusted. In addition, the import of goods that are not part of the catalogs re-
stricted or prohibited for commaodities import may also be temporarily restricted or
prohibited by the appropriate authorities. China's legislation allows, in particular,
restricting imports in order to facilitate the creation of a particular domestic indus-
try or accelerate its development.

According to Article 16 of the Foreign Trade Act the import of animal products,
plant origin products and fishery products may also be limited if circumstances
require. Consequently, the prospects for the development of domestic agricultural
exports in case of Free Trade Area (FTA) establishment with the People's Republic
of China is far from clear and will be at threat of imposing prohibitions by the
Chinese government. The relevant commitments accepted by the PRC when join-
ing the WTO are not actually fulfilled.
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The peculiarities of procedures for accessing the Chinese market for agricultural
products involve the decisive role of intergovernmental agreements. When China
joined the WTO it reserved the right to trade grains (as well as tobacco, fuel, min-
erals) exclusively by the state. Also, state control over the transportation and distri-
bution of these goods within the country is preserved. Foreign enterprises that pro-
duce and / or export food products to China should be registered with the General
Administration of Customs of China (GACC) and the General Administration of
Quality Supervision, Inspection and Quarantine of the PRC (AQSIQ). In order to
apply for registration, enterprises should be recommended to the GACC through
the competent authority of the countries (regions) where they are located, or
through another "established procedure".

After the loss of markets in the Russian Federation, the Ukrainian government
has directed its efforts to obtain access to the markets of the People's Republic of
China for domestic producers. On the other hand, since January 1, 2016, terrestrial
access to the Chinese markets has been complicated by the deterioration of condi-
tions for the transit of goods through the territory of the Russian Federation and
Kazakhstan. At first it caused an extension of traditional routes and corresponding-
ly raised transportation costs. Starting from July 1, 2016 transit conditions became
more complicated due to the extension of restrictions on transit through the territo-
ry of Kyrgyzstan and the complete ban on the transit of products under the embar-
go (included in the list of agricultural products, raw materials and food, approved
by the Government of the Russian Federation in August 2014 [13]) [14]. Due to
the complication of trade relations with the Russian Federation, Ukraine's partici-
pation in the development of the so-called the Silk Road Economic Belt (the North
landline B according to OBOR initiative) Beijing — Russia — Germany — Northern
Europe was rather problematic..

Because of the peculiarities of non-tariff access regimes for China's markets, in-
tergovernmental agreements play a decisive role, the Ministry of Agrarian Policy
and Food of Ukraine and the State Service of Ukraine for Food Safety and Con-
sumer Protection are actively negotiating the access of domestic agricultural prod-
ucts to the Chinese market. As a result of these negotiations, the GACC approved
the list of 24 Ukrainian enterprises authorized to supply sunflower seeds to the
People's Republic of China [15]. The relevant listing is available on the GACC
website [16].

In addition, the State Service of Ukraine for Food Safety and Consumer Protec-
tion and AQSIQ signed the Protocol of inspection, quarantine and veterinary and
sanitary requirements for the export of frozen beef from Ukraine to the People's
Republic of China [17]. This means that the PRC recognizes Ukrainian state sys-
tem for the safety control of beef production corresponding to Chinese one. The
next step should be the negotiations about the inclusion of Ukrainian beef produc-
ers in the register of authorized suppliers of GACC, which may take a long time to
implement due to the position of the Chinese side.

Thus, the peculiarity of non-tariff access regimes to China's markets is the com-
plexity of procedures due to the determining role of public authorities in China.
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Features of negotiations on Free Trade Agreement (FTA)
by the Chinese side

It is also worth considering China's experience in negotiating on FTA with other
countries. The most interesting for Ukraine is the experience of establishing FTA
between China and Australia. The relevant negotiations lasted for more than ten
years and ended in 2014.

Firstly, at the beginning of FTA negotiations the trade between China and Aus-
tralia, as well as trade between China and Ukraine, was already complementary.
China mainly imported from Australia mineral resources, mainly iron ore and ag-
ricultural products (as it imports now from Ukraine). China exported to Australia
various labor-intensive goods such as textiles, clothing, toys, computers, telecom-
munication and electrical equipment (as it exports now to Ukraine). Thus, the
structures of mutual trade between China and Australia and China and Ukraine are
similar.

Secondly, any FTA can have an effect on the growth (creation) of trade when
there is an increase in trade flows but their structure remains unchanged and the
effect of trade diversification (changes in the structure of trade in goods and / or
services). As a result of the FTA between China and Australia trade flows have
increased, but the effect of diversification has not happened [18].

Thirdly, the negotiation process on FTA between China and Australia which
lasted for more than 10 years and consisted of 21 rounds of negotiations, gave the
Chinese and Australian scholars the opportunity to determine the characteristics of
negotiations on FTA with Chinese representatives. Chinese researchers emphasize
the impact of cultural peculiarities, differences in the economic system, political
regime, structure and functions of the institutions responsible for conducting of
negotiations and levels of economic development [19]. In addition, Chinese repre-
sentatives have uncompromising attitude towards opening of markets for agricul-
tural products due to lobbying the interests of their own producers and considera-
tions of food security. Moreover, it is believed that China's desire to maintain a
high level of food markets protection for food security reasons is the most serious
barrier to advance negotiations on FTA with China [20]. This fact reduces to noth-
ing the benefits of FTA between Ukraine and China since Ukraine's agrarian sec-
tor can become the only beneficiary of this FTA. There are also problems related to
the translation/interpretation, especially during the periods of worsening of the ne-
gotiations process, the inviolability of Chinese representatives on the issues about
service industries, investments, Government Procurement Agreement [21]. Scien-
tists from the Information Technology and Innovation Foundation in U.S. (who are
exploring China's compliance with its commitments to the WTO) point out the se-
riousness of translation/interpretation problems in trade relations with China [12, p.
3]. It is proposed to even increase funding for the translation of China's strategic
documents, in particular those related to the plans of development of the so-called
seven strategic and new industrial sectors of China. Despite it's commitments Chi-
na does not provide timely presentation of WTO notifications with the translation
of relevant documents. It is also noted that China still does not report about any
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new or revised standards, technical regulations and conformity assessment proce-
dures as required by the WTO rules [12, p. 7].

During the negotiations on FTA between China and Ukraine, it is necessary to
understand the complexity and intransigence of Chinese representatives in opening
the markets for agricultural products. Moreover, even if Ukrainian representatives
are able to improve the conditions for access to the Chinese agricultural market,
there is a risk of closing these markets at any moment. According to Article 16 of
the Foreign Trade Act of the People's Republic of China the imports of animal
products, plant origin products and fish products may be restricted, if the circum-
stances require.

In addition, during the FTA negotiations with the countries that are exporters of
agricultural products, Chinese representatives have agreed to set tariff quotas for
import of agricultural products. In particular, tariff quotas on import of agricultural
products to China are set in the FTA with Australia and New Zealand. In the FTA
with other countries, agricultural products are generally excluded from the liberali-
zation regime. In particular, in the FTA between China and Georgia (2018) the free
trade regime excluded solid wheat, soybean, corn, sugar and dried milk [1, p. 35].

Thus, the size of zero tariff quotas for the export of agricultural products will be
crucial to the FTA negotiations between Ukraine and China.

Another feature of the FTA of China with agricultural exporting countries is
that the agreement contains a section about special agricultural safeguard measures.
Such sections are in the FTA with Australia (Article 2.14 of the Agreement) [22]
and New Zealand (Article 13 of the Agreement) [23]. Essentially, China may im-
pose an additional safeguard duty on imports of agricultural products if the volume
of imports or the price of imported products threatens its domestic market. In par-
ticular, in the FTA with Australia special agricultural safeguards protect the mar-
kets for beef and dairy products in China that are not subject to tariff quotas. It is
obvious that the symmetrical measures that can be defended by the Ukrainian rep-
resentatives in the negotiations could be the introduction of a safeguard mechanism
in individual markets for light industry goods.

In general, the FTA experience between China and Australia shows that the mu-
tual liberalization of trade between countries only increased the raw material orien-
tation of Australian exports to China and increased the volume of Chinese industri-
al commodity imports to Australia, which increases the risk of implementing this
scenario in the FTA of Ukraine with China.

Therefore, FTA with China at the current stage of Ukraine's development is not
appropriate. The refusal to start FTA negotiations will not affect the attraction of
Chinese investments within the framework of OBOR. Belarus joined OBOR, alt-
hough it is not a member of the WTO and can not negotiate FTA with China. Since
import duties on the majority of commodity markets in the world are rather low,
transport costs and non-tariff measures are the main barriers to trade and the
OBOR initiative was aimed at overcoming it. In particular, according to the WTO
China allocated $ 1 billion to this organization for the introduction of the Trade
Facilitation Agreement (TFA) for developing countries [24]. In Ukraine, the TFA
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implementation process started in 2015 which will undoubtedly contribute to the
reduction of non-tariff barriers to trade with China under the OBOR initiative.

The prospects for the export of domestic products to China
Taking into account the interest of Ukraine in the development of commodity
exports to China, the structure of agricultural and non-agricultural import products
to the PRC is presented (Fig. 1).

Top 5 agricultural products of Top 5 non-agricultural
Chinese imports in 2016 products of
1 Chmese imports in 2916228,29
soya beans electronic
| integrated circuits
malt extract 3,46 petroleum oils, 116,66
crude
swine meat |
319 gold 63,99
. Iron ores and x
palm oil 2,87 concentrates ] 58,03
edible offal of |z motor cars for
bovine animals 294 transport of.. 44,01
0 20 40 0 200 400
billion US dollars billion US dollars

Fig. 1. Top 5 agricultural and non-agricultural products imported to China
in 2016, billion US dollars

The Source is based on: Trade Profiles 2018 / World Trade Organization. URL: https://www.wto.org/
english/res_e/statis_e/daily_update_e/trade_profiles/CN_e.pdf

The analysis of the structure of agricultural products import in China shows that
Ukraine has the prospect of increasing its presence in the Chinese market. First of
all, it concerns the soybean market, where Ukraine is a net exporter of soybeans/
As the soybean market was endangered by a trade war between the United States
and China, Ukraine may claim to substitute part of the volumes of soybean exports
from the United States. In addition, Ukraine has significant potential for export of
malt extract, ready-made flour and cereal food to the Chinese market. Promising is
the development of pork and edible offal of bovine animals exports. Figure 1
shows data on top 5 industrial imports of China. Among the list of top 5 non-
agricultural products of Chinese imports only raw commodity group "lron Ore and
Concentrates™ may claim to expand domestic exports.

Thus, the analysis of the commaodity structure of China's imports (both agricul-
tural and non-agricultural) confirms the hypothesis that the most likely scenario of
export development from Ukraine to the PRC is the growth of raw commodities
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and agricultural processing products exports. . Obviously, it is appropriate to focus
on these commodities in trade relations with China.

During 2013-2017, the value of domestic commaodity exports to the PRC de-
creased from $ 2,7 billion to $ 2,1 billion, that is 22%. During this period imports
decreased by 29%. In 2017 the negative balance in trade with China was (-) 3,5
billion dollars (Fig. 2). This happened due to the fact that the rate of decrease in
imports was lower than the rate of reduction in exports. The negative balance in
trade with the PRC for the period 20132017 decreased by 1,7 billion dollars.

10000 - m Exports, milionUS $
7903 O lImports, million US §
8000 1 I Balance of trade
6000 - 5409 5643
4688
E 4000 - . 3771
: g 235 183 212
2 2000
;‘é‘ 0 . T T T T 1
201 2014 201L| 201 2011
-2000 - 1372
-2735 -2 855
-4000 - 3513
-6000 - 5177

Fig. 2. Foreign trade in goods of Ukraine with China in 2013-2017,
million dollars

The Source: Based on UN Comtrade data base. URL: http://www.udcsummary.info/php/index.php?
lang=uk&pr=Y)

On the basis of the analysis of the structure of commodity exports from Ukraine
to China in 2017 up to two HS levels were identified the top 10 export product
groups in Ukraine's trade with the PRC (Fig. 3). The fourth position in this ranking
is the goods with uncertain code or goods purchased in ports, which can not be ana-
lyzed in more details. Their share in commaodity exports to China is 8,45%.

The first place in the rating of export goods to China is the commodity group
""26: ores, slag and ash" with a share of 32,28% in domestic commodity exports to
China in 2017. More than a quarter of domestic exports of goods in this group are
exported to China. During 2007-2013, the export of the commodity group "26:
ores, slag and ash™ has grown rapidly in response to rising demand for raw materi-
als by China's metallurgical capacities and since 2014 it began to decrease and fell
to $ 687,16 million in 2017. Iron ores and concentrates (98% of exports in this
commodity group) and minor amounts of titanium and zirconium are exported to
the PRC.
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Fig. 3. Top 10 domestic exports commaodities to China in 2017,
million dollars

The Source: Based on UN Comtrade Data Base. URL.: https://comtrade.un.org/data/

The second place in the ranking of commodity exports to China from Ukraine
is the product group "15: fats and oils of animal or vegetable origin" with a share
of 24,04% in Ukraine's commodity exports to China in 2017. In total 11,11% of
domestic export of these products were exported to China in 2017. Exports of
domestic fats and oils to China began in 2009 and rapidly increased to over $ 500
million since 2015. Sunflower oil has the largest share (89%) in export value of
the oils and fats exported to China in 2017. Soybean oil is a traditional food
product in China and has the best prospects for export development, however the
share of this commodity in . exports of oils and fats to China is low and was
equal to 9.3% in 2017.

Grain crops occupy the third position among the products exported to China,
with share of 21%, although China's share of domestic grain exports in titan grain
export from Ukraine is negligible — only 6,9%. 72% of domestic grain exports in
2017 consisted of corn export. Also, barley is exported and wheat is exported
since 2017.

The export of maize to China has been growing rapidly since 2013 and reached
3,1 million tons in 2015. In the period from 2015 to 2017 the export of maize to
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China decreased to 2 million tons due to the complication of relations with Chinese
representatives in the framework of the 2012 loan agreement between the State
Food and Cereal Corporation of Ukraine and the Export-Import Bank of China. It
is obvious that for the restoration and further development of domestic corn export
to China it is necessary to regulate relations within the framework of this agree-
ment.

The fifth place in terms of exports to China is the commaodity group "84: Nucle-
ar reactors, boilers, machinery and mechanical appliances; parts thereof" with
a share of 5,95% of the domestic exports value to China in 2017.

In 2017 China was the second largest export market for Ukraine in the group
"84: Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof"
with a share of 7,5% in domestic exports to China. On the other hand, China
ranked first among the product importers of group 84 in Ukraine with a share of
18,9% products of this group in 2017. The volumes of imports from China of the
group 84since 2003 have grown rapidly and far exceed export volumes: the nega-
tive balance of merchandise trade balance in this group amounted to —951,6 million
dollars in 2017. 63% of exports of goods in the group 84 provide goods of the sub-
group "8411, Turbojets, turbo propellers and other gas turbines”. The cost of their
exports to China in 2017 amounted to $ 79,6 million.

In 2017, the products of the following subgroups were also exported: nuclear
reactors; non-irradiated fuel elements for nuclear reactors”; isotope separation
equipment and devices ($ 11,74 million), pumps for liquids with or without
flowmeters; mechanisms for raising the liquid ($ 10,2 million), other engines
and power plants ($ 7,75 million) and auxiliary equipment for use with boilers
($ 2.76 million).

In 2017 export to China of group "84: Nuclear reactors, boilers, machinery and
mechanical appliances; parts thereof" has tripled in comparison with the previous
year, that is definitely a positive fact.

The eighth place in terms of exports to China is the commodity group "11:
Products of the milling industry; malt; starches" Although the share of this group
in the volume of domestic exports to China is insignificant (only 1,1% in 2017),
12,8% of the domestic export of products of the milling industry belongs to Chi-
na. This determines the importance of developing the export of milling products
to China.

Exports of milling industry products to China began to increase from 2012 and
in 2017 it reached 23,3 million dollars. Mostly wheat flour is exported.

The group "04: Dairy produce; birds' eggs; natural honey" is the tenth largest
group of exports to China. Its share in domestic commodity exports to China was
only 0,55%, while China's share in total domestic export of this group was 2,38%
in 2017. However, the development of export of these products to China is ex-
tremely important for improving the structure of agricultural trade in Ukraine
where the products of plant origin prevail.

The loss of Russian markets for domestic products of animal origin with a large
share of value added is difficult to compensate at the expense of the EU market due
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to limited tariff quotas and a complicated certification system for animal products
imported into the EU. Therefore, the opening of third countries markets is an ex-
tremely urgent task.

In the structure of domestic exports of the group "04: Dairy produce; birds'
eggs; natural honey" the subgroup "404: Whey and modified whey, whether or not
concentrated or containing added sugar or other sweetening matter" has the highest
share. Ukraine has received permits for the export of dairy products to the People's
Republic of China [25]. Therefore it has prospects for increasing exports.

Import dependence of the domestic market on Chinese products

Import dependence of the domestic market remains significant today. Accord-
ing to our calculations in 2017 the ratio between Ukraine's GDP and imports of
goods and services was in the range of 0,56 — which is the highest level over the
past 17 years. During 2013-2017 there was a clear tendency to increase imports
relatively to GDP, when this indicator increased from 0,51 to 0,56. During the cri-
sis in 2015 when the decline in production was the largest, this indicator has not
decreased as it has in 2002, 2005 and 2009. Thus, the import dependence of the
national economy is increasing, which should be taken into account when formulat-
ing trade policy in particular with regard to China.

During 2014-2018 the import of goods from China to Ukraine increased both
absolutely and relatively. If in 2014 its volume amounted to 5,4 billion dollars (or
10% of total imports) thus in 2018 it was estimated to be at the level of 7,6 billion
dollars (13%). The trend of increasing Chinese imports to Ukraine has a long histo-
ry, in particular during the period of 2004-2008 the share of the PRC in imports
amounted to an average of 5%, during 2009-2013 it was 8%, and during 2014—
2018 the share is estimated at the level 11%.

To assess the level of import dependence of the domestic market on Chinese in-
dustrial products, it is important to identify groups of goods that: 1) are the largest
in absolute terms of imports; 2) have a large relative share in the structure of im-
ports; 3) have a high relative share in domestic consumption.

The Table 2 shows the dynamics of imports of industrial goods from the PRC in
the context of large family groups of goods. According to the Table 2 the basis of
import is the production of engineering products, metallurgy industry, chemical
and consumer goods industries. During 2014-2018 imports from the PRC had a
general tendency to increase and imports of engineering products were the fastest
growing among the main commodity groups.

Among engineering products (codes according to HS 84 — 91), the largest vol-
umes of imports in 2017 are the following commodity groups: telephone sets for
cellular networks (HS code 851712) ($ 368 million); computers and laptops
(847130) ($ 300 million); photosensitive semiconductor devices, light emitting di-
odes (854140) ($ 107 million); devices for receiving, converting and transmitting
or restoring voice, images and other information, including switching and routing
devices (851762) ($ 96 million); boilers, heaters, stoves, irons, dryers, etc. (8516)
($ 83 million); base stations for wireless communication (851761) ($ 78 million);
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antennas for wireless communication (851770) ($ 69 million); lamps (lighting fix-
tures) and lighting equipment (9405) ($ 64 million); hand power tools (8467) ($ 61
million); air conditioners (8415) ($ 60 million); switches, fuses, stabilizers, sockets,
etc. (8536) ($ 55 million); TV sets (852872) ($ 53 million); chargers (850440) ($
50 million) [26].

Table 2
The imports of industrial goods from the PRC to Ukraine
in the context of commodity groups, million dollars
. 2018 to
Commodity groups 2014{2015|2016|2017|2018 2014, %

Machines, equipment and mechanisms; electrical 1906(145211972(2572/3635] 191

equipment
Precious metals and articles made therefrom 561 | 354 | 476 | 573 | 732 131
Products of chemical and related industries 407 | 362 | 444 | 502 | 613 151

Polymer materials, plastics and articles made there-

from; rubber, rubber and articles made therefrom 478|323 | 369 | 407 | 525 110

Textile materials and textile products 514 {330 | 348|377 | 483 94
Random industrial goods 356 | 216 | 287 | 338 | 415 117
Shoes, hats, umbrellas 288|153 | 158 | 141 | 199 69
Ground vehicles, aircraft, floating means 206 | 93 | 122|177 | 276 134
Articles made of stone, gypsum, cement 227|136 | 160 | 144 | 202 89
Optical and photographic instruments and apparatus| 91 | 71 | 96 | 137 | 151 166
Other commodity groups 2221192 | 154|162 | 197 88
Total 5256(3683|4587|5531(7429| 141

Source: [26], own calculations.

In addition, there were large volumes of imports of spare parts and accessories
for computers and laptops (HS code 847330) ($ 76 million). Thus, it can be stated
that the largest volumes of machine-building imports products are telecommunica-
tion equipment, computers and home appliances. Although other types of machine-
building products were also widely represented in imports from the People's Re-
public of China.

Within the framework of family groups of goods XV "Non-precious metals
and articles made therefrom", the largest volumes of imports in 2017 are the fol-
lowing family groups of goods: "Flat carbon steel rolled, at width 600 mm or
more, painted, varnished or coated with plastics" (HS code 721070) ($ 131 mil-
lion); "Screws, bolts, nuts ... and similar products made of ferrous metals" (HS
code 7318) ($ 39 million).

Commodity group 72 "Ferrous metals" according to HS is divided into 29 fami-
ly subgroups of goods with four-digit code. Among these 19 subgroups of trade
had a positive balance of foreign trade in 2017, and 10 were negative. Among fer-
rous metals Ukraine is a net importer of mainly plated rolled products and corro-
sion-resistant steel. Moreover, the largest volumes of imports belong to the com-
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modity group 7210 " Flat carbon steel rolled, at width 600 mm or more, clad, with
galvanic or other coating" and in particular its subgroup 721070 "Rolled painted,
varnished or covered with plastics". Among the total imports of commodity group
721070 in 2017, at $ 245 million, imports from China amounted to 131 million
dollars, or more than half. Rolled painted, varnished or coated with plastics
(721070) is the largest volume of metallurgical products imported from the PRC.

In the import of chemical products and related industries there are two com-
modity groups: 3808 "Insecticides, rodenticides, fungicides, herbicides..." ($ 153
million in 2017) and 2933 "Compounds heterocyclic only with a heteroatom (at-
oms) of nitrogen" ($ 44 million in 2017). A wide range of other chemical products
imported from China is significantly inferior to these two family groups of goods
according to volumes.

Commodity group VII "Polymer materials, plastics and articles made there-
from; caoutchouc, rubber and articles made therefrom" according to HS consists
of two subgroups: 39 "Plastics, polymer materials and articles made therefrom”
and 40 "Caoutchouc, rubber and articles made therefrom”. These two family
groups of goods account for relatively large volumes of imports from the PRC. In
2014-2018 these two groups exceeded on average over $ 100 million. In group
39 the largest volumes of imports were recorded for polyethylene terephthalate
(390760) which is a raw material for the production of plastic containers ($ 83
million in 2017). And in group 40 — accordingly for rubber tires and tire casing
(4011) ($ 85 million in 2017).

Light industrial goods occupy a significant place in the import of Chinese
industrial goods. China is the leading supplier of these products to the world
market, despite strong competition from other countries. Among the largest vol-
umes of goods that are supplied to Ukraine, it should be noted: toys (HS 9503)
($ 134 million in 2017); footwear (HS 64) ($ 126 million); textile clothing
(HS 62) ($ 68 million); knitted wear (HS 61) ($ 56 million); synthetic fabrics
(HS 5407) ($ 55 million).

In the import structure of industrial products a large proportion of Chinese in-
dustrial goods especially in relation to the production of machine building (Ta-
ble 3). The Table 3 represented commodity groups that are characterized by signif-
icant import volumes (more than $ 50 million per year). In almost all of these
products China's share of imports exceeds 50%. The exception is only 5 commaodi-
ty groups: switches, fuses, stabilizers, sockets, etc. (HS 8536); insecticides, rodent-
icides, fungicides, herbicides (HS 3808); rubber tires and tire casing (HS 4011);
knitted wear (HS 61); textile clothing (HS 62).

In total, 178 commaodity groups were surveyed according to four-digit HS codes
of and it was noted that these products were imported from China. Out of 178
commodity groups 61 commodity groups fell into the categories with import ratio
from 1 to 25%; into the categories with import ratio from 26 to 50% — 43 commod-
ity groups; into the category with import share from 51 to 75% — 34 commaodity
groups; into the categories with import ratio from 76 to 100% — 40 commodity
groups.
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Table 3
The share of Chinese goods in the import of industrial products (2017), %

In value | Physical

Commodity groups terms | quantity

847330 Spare parts and accessories for computers and laptops 73 94
847130 Computers and laptops 94 91
64 Shoes 58 91
8467 Hand tools 64 91
851762 Switching and routing devices for wireless communication 55 90
9503 Tricolor bikes, scooters ... dolls ... other toys 84 89
854140 Sensitive semiconductor devices, light emitting diodes 81 87
851761 Base stations for wireless communication 95 86
9405 Lamps (spotlights) and lighting equipment 69 86
8516 Boilers, heaters, stoves, irons, driers, etc. 38 85
8415 Conditioners 60 82
850440 Chargers 52 78
7318 Screws, bolts, nuts and similar items of iron or steel 46 76
851770 Antenna for wireless communication 62 75
851712 Telephone sets for cellular networks 63 72
721070 Flat carbon steel flat rolled of a width of 600 mm or more,

dyed, varnished or coated with plastics 53 62
390760 Polyethylene terephthalate 59 58
852872 TV sets 36 54
5407 Synthetic fabrics 40 51
2933 Compounds heterocyclic only with nitrogen heteroatom 64 50
62 Clothing textile 36 47
61 Knitted wear 30 41
3808 Insecticides, rodenticides, fungicides, herbicides 16 34
4011 Rubber tires and tire casing 25 34
8536 Switches, fuses, stabilizers, sockets, etc. 17 32

Source: [26, 27], own calculations.

Thus, the products from the People's Republic of China dominated imports in
74 commodity groups (41%), in 40 commodity groups (22%) dominating was ab-
solute. In 43 commodity groups (24%) the import ratio was substantial, while in 61
commodity groups (34%) imports from China are inferior to their competitors
(mainly from the EU, Russia and Turkey). At the lowest level China's products
were represented in the import of boilers, turbines, certain types of agricultural ma-
chinery, refrigerators and passenger cars.

The competitive advantage of China's products in the world market is low price.
The presence of this factor is clearly noticeable because the physical volumes dominate
over the value indicators. Out of 178 commodity groups surveyed, the physical vol-
umes were greater than the value indicators for 146 family groups of goods or 82%.
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The important indicator of the domestic market's dependence on Chinese indus-
trial imports is the share of Chinese goods in domestic consumption. It is deter-
mined by the volume of production, export and import of a particular product. The
calculation of this indicator for all commodity groups is a rather difficult task due
to the discrepancy between production and foreign trade statistics and the produc-
tion information confidentiality according to the Law of Ukraine "On State Statis-
tics". The indicator for individual commaodity groups is shown in Table 4.

Table 4 data also indicate a significant presence of Chinese industrial goods on
the domestic market of Ukraine. According to all available information about
commodity groups which are presented in Table 4 Ukraine is a net importer, fur-
thermore, the quantity of imports exceeds the volumes of domestic production.
Taking into account that the part of the output is exported, the presence of imports
on the domestic market is significant. Supply from PRC is responsible for the sig-
nificant part of this, especially in the case of products of machinery-producing in-
dustry and manufacturing consumer goods.

Table 4
The share of imports from China in domestic consumption
for individual commodity groups (2017)
[<5]

e IS
2t = = 8 The share of imports
Commodity groups »g § a %‘ o | from China in domestic
S w £ 18 § consumption, %
s E
8424 Mechanical devices splashing or
spraying liquid and powder substances, 534 | 133 | 929 | 863 93
thousand pcs.
847130_Portable_automatlc data- 3 6 |1215!1108 01
processing machines, thousand pcs.
ﬁiielo Electric water heaters, thousand 1445 240 |1763/1389 79
8715 Baby carriages, thousand pcs. 2 2 | 134 106 79
8517_61 _Base stations for wireless com- 13|02 |104] 89 78
munication, thousand pcs.
64 Shoes, million pairs 22 | 13 | 49 | 44 76
6201 Coats, short overcoats, capes, rain-
coats, anoraks (including ski jackets), 862 | 662 {1187 821 59
jackets for men or boys, thousand pcs.
6202 Coats, short overcoats, capes, rain-
coats, anoraks (including ski jackets), 1107| 716 {1276 940 56
jackets for women or girls, thousand pcs.
5_407 Fab_rlf:s made of synthetic staple 12 | 4 1260132 49
fibres, million sq.m.
3924 Crockery and cutlery, other house-
hold articles and products for half bath- 16 | 3 9 4 18
rooms, made of plastics, thousand pcs.

Source: [26, 28, 29], own calculations.
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According to its natural and climatic conditions, China does not belong to the
countries, which have a competitive advantage in agriculture in the world market.
However, at the same time China is the largest exporter of fish and seafood, vege-
tables and certain types of fruits in the world market. Relatively small area of Chi-
na is suitable for agricultural production, but the labor resources are high and this
contributes to the development of intensive vegetable and fruit production. The
vast majority of fish in China are also produced by households in inland waters and
on continental ocean shelf.

China supplies to Ukraine almost all main positions of its agro-food exports:
fish and seafood; fruit and vegetables (Table 5). Amongst the other important im-
port items are feed for farm animals and poultry, food products and tobacco raw
materials. In general, the import of agro-food products from China to Ukraine has a
tendency to increase.

Table 5
Imports to Ukraine of Chinese agricultural products,
million dollars

Commodity groups 2014 | 2015 | 2016 | 2017 | 2018
Fish and seafood 38 11 22 26 34
Products used for animal feeding 18 13 14 16 21
Food and flavoring goods (tea, spices, sauces, etc.)| 17 11 13 13 15
Fruits and nuts 9 4 5 16 25
Tobacco raw materials 8 13 12 11 11
Vegetable juices and extracts 7 8 7 7 11
Vegetable products 10 8 8 7 7
Sugar and sugar confectionery 5 4 4 4 5
Total 111 72 85 100 | 129

Source: [26], own calculations.

In general, the import dependence of the domestic food market on Chinese food
products is negligible. On the world market China is represented as a powerful ex-
porter of fish and seafood, vegetable products and individual fruits. Among agro-
food products, Ukraine has the largest import dependence on fish and fruit. How-
ever, these products are mainly supplied to the domestic market of Ukraine by Chi-
nese competitors (fish — Norway, Iceland, EU; fruit — EU, Turkey, South Africa
and Egypt). There is more or less significant presence of Chinese goods in some
small niche commodity groups: green tea (84% of total imports in 2017), seaweed
(64%), soy sauce (47%), canned crustaceans and molluscs (38%), some types of
spices, etc.

The reduction of the domestic economy import dependence is directly related to
the increase of the production competitiveness, directed mainly to the domestic
market. And this is possible only in conditions of moderate competition on the part
of import, when this competition does not destroy, but stimulates local producers.
Local producers should have access to advanced technologies, high-quality raw
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materials, modern equipment and have time to increase to the level of foreign com-
petitors (in particular Chinese) under tariff shelter.

Today, the domestic industry is gradually recovering from the economic crisis
due to high exchange rate and expensive imports. Production of synthetic fabrics,
stockinet, cotton and knitted goods, footwear, plastic crockery and china ware,
tractors, electric lamps and light equipment is increasing. All these goods are still
protected by the import tariff, but there is a high probability of substituting by Chi-
nese goods in case of premature trade liberalization.

Conclusions

1. 55% of domestic exports to China are raw materials according to data of
2017, the export of agri-food products (raw materials and processing products) is
46,7%, and instruments and professional equipment is only 8,3%. The result for
Ukraine from the trade development with China may include the strengthening of
raw export orientation and the strengthening of import dependence on Chinese
manufactured goods. The probability of this scenario is increasing due to the
asymmetry of tariff regimes of Ukraine and China, that creates unequal conditions
in mutual trade, which are more beneficial for China.

2. The prospects of domestic exports of raw agricultural products are primarily
related to the development of corn export (according to the 2012 loan agreement
between the State Food and Cereal Corporation of Ukraine and the Export-Import
Bank of China) and soybeans (especially considering the possibility of replacing
soybeans from the USA in the Chinese market that was opened due to trade dis-
putes between the United States and China in 2017-2018).

3. The development of domestic exports of animal products and agricultural
primary processing industries is the most promising. The strategy of commercial
policy of Ukraine in trade with China should be the transition to export of agro-
food products with a greater share of value added, first of all the malt and ready-
made meals made from flour and cereals and soya oil. As the welfare of China's
population grows, the consumption of dairy products is increasing,< therefore
Ukrainian producers licensed to export dairy products to China have good pro-
spects. The poultry and egg market is also promising.

4. The development of industrial raw materials export will be determined by
the demand of the Chinese metallurgical capacities for ores and concentrates of
iron. The export of domestic turbojets, electric motors and generators, semiconduc-
tor devices, electric transformers, devices and optical, photographic and medical
equipment to China is increasing dynamically. Although, Chinese imports in these
product groups exceed domestic exports to China, the Ukrainian manufacturer has
found a promising niche in the Chinese market.

5. Over the last 15 years, the import of Chinese goods to Ukraine has increased
both absolutely and relatively. In terms of value units in 2018, it is estimated at the
level of 13% and in physical units it is much larger. Chinese imports are relatively
cheap. Quite possibly it will continue to grow, as promoted by the expansionist
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policies of the Chinese government, in particular within the framework of the "One
Belt, One Road" initiative.

6. Chinese imports are characterized by a large share of industrial, high-
technology goods with a significant ratio of value added. There is also a significant
presence in the import of ultimate consumption goods, including well-known world
brands. There is a wide range of Chinese imports, especially industrial ones. Chi-
nese industrial products are present in every four-digit commodity group according
to HS. The largest volumes of imports are: telecommunication equipment (espe-
cially mobile telephones); electronic components (computers); light industrial
goods (toys, shoes); ferrous metals (plated carbon steels).

7. During the negotiation process with the Chinese representatives regarding
the liberalization of mutual trade, it is necessary to adhere to a number of princi-
ples: 1) to reduce the duty on raw materials, equipment, components (as zeroing
from the date of entry into force of the FTA) and on the consumer goods (transi-
tional period from three to seven years); 2) to retain priority tariff protection of
production that is technologically linked (as suppliers of raw materials) to domestic
highly competitive sectors (grain husbandry, oil and fat industry, poultry farming,
metallurgy, etc.). For example, production of tractors, pesticides, fertilizers,
equipment for the food industry, packaging production, etc. (transitional period
from three to ten years); 3) to preserve the protection of production for which the
Chinese producers have the most competitive advantages (ready-made clothes,
shoes, lamps (spotlights) and light equipment, etc.) (transitional period not less
than five years).

8. In case of negotiations on FTA between China and Ukraine, their complex
nature and uncompromising position of the Chinese side in opening the markets
for agricultural products should be taken into account. In addition, even if Ukraini-
an representatives are able to improve the conditions for access to the Chinese ag-
ricultural market, there is a risk of closing these markets at any moment according
to Article 16 of the Foreign Trade Law of the People's Republic of China. The im-
port of products of animal, plant origin and fishery products may be limited if cir-
cumstances so require.

9. The size of zero tariff quotas for the export of domestic agricultural prod-
ucts to China will be a key to the FTA negotiations between Ukraine and China.
Another feature of the FTA that China concludes with agricultural exporters is
that they contain a section on special agricultural safeguard measures. It is obvi-
ous that the symmetrical measure that the Ukrainian side can defend in the nego-
tiations is the introduction of a safeguard mechanism in certain markets for light
industry goods.

10. Taking into account the high risks of deterioration of the country's trade
balance due to the liberalization of trade with the People's Republic of China,
the FTA with China at the current stage of Ukraine's development is not appro-
priate. At the moment, it is expedient for Ukraine to enter into a bilateral in-
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vestment agreement with China, which the PRC concludes before the start of
negotiations on FTA.
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NEPCHEKTHUBHY BIJIBHOI TOPTIBJII 3 KHTAEM:
PO3BUTOK BITUYU3HAHOI'O EKCIIOPTY I PU3UKHU
IMITIOPTO3AJIEZAKHOCTI

[IpoananizoBaHO CTPYKTYpYy TOPTOBEIBHHMX MOTOKIB Mik YKpaiHoto 1 Kutaem
1 O0TpyHTOBAHO, IO HAaWOiINBII iIMOBIpHMM cleHapieM po3BUTKY TopriBm 3 KHP
€ TIOCWJICHHSI CUPOBHHHOI Opi€HTalii BITYM3HSIHOTO €KCIOPTY Ta 30UIbILCHHS iM-
MOPTO3JISKHOCTI YKpaiHU BiJ KUTaHCBKMX MPOMHCIOBUX TOBapiB. IMOBIpHICTBH
TAaKOTO CLEHApiI0 3pOCTa€ 3 OMIALYy HAa HECHUMETPHUUHICTh Tapu(pHHUX DPEKHUMIB
VYxpainu ta Kutaro, mo cTBOpIoe HEpiBHI YMOBH y B3a€MHIH TOPTiBii, OUIBII BU-
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rigai 1 Kurtaro. BetanoBieHo, Mo HaBiTh y pasi Jgidepaiizaliii TapuGHIX peku-
MiB y pe3yJIbTaTi IeperoBopiB MO0 30HHM BUTLHOT TOPTiBIIi Mk YKpaiHoro ta Ku-
TaeM YKpaiHa He MOXe pO3paXxOBYBAaTH Ha CTaOLIbHE HAPOIIYBaHHS OOCATIB €KC-
MOPTY arpoIpoaOBOILYOI MpoAyKIii B Kurtaif yHAcTimoK 0coOIUBOCTEH MHUTHOTO
HeTapu(HOTO peryitoBaHHs arponpooBoibunx puHKiB KHP. O6rpynToBano, mo
OCHOBHUMH HalpsiMaM¥ JIEPKaBHOI MOJITHKH CIIPUSHHS PO3BUTKY CIIIbCHKOTOCIIO-
JApChKOro ekcropTy B Kutail € mpocyBaHHS eKCIIOPTY KyKYPYA3H BiJIOBIIHO IO
kpenuTHOi yroau 2012 p. Mix Jlep>kaBHOIO TTPOIOBOIEYO0-3€PHOBOIO KOPIIOPAITIEIO
VYkpainn Ta ExcnoprHO-iMnoptHnM OankoMm KuTaio Ta ekcrmopry coeBux 0006iB
3 orysimy Ha MoxUMBIcTh 3amimeHHs CHIA Ha iMImOpTHOMY pHHKY coOi, sKa Bif-
KpHuiacs y 3B'I3Ky i3 ToproBeinbHuMHU cynepedkamu Mixk CIIIA ta Kutaem y 2017—
2018 pp. HeraTuBHi TeHAEHIIIT y B3a€MHIM TOPTiBIi 3yMOBIIOIOTH TaK0X HEOOXiI-
HICTh aKTUBHOI JiepKaBHOI MOJITUKY MPOCYBaHHS Ha puHKK Kutaro ToBapiB mepe-
poOHOI mpoMHCIOBOCTI YKpaiHU, HacamIepe] XapuoBoi Ta NpHIano0ymyBaHHS,
SKi MalOTh NONMUT Ha puHKax KHP.

OOrpyHTOBaHO, L0 IMIOPTO3aJEKHICTh BITYM3HSIHOTO BHYTPIIIHBOTO PHHKY
3aIMINAETHCS 3HAYHOK O€3 MOMITHMX O3HAK 3MEHIICHHS 1 MOXKe Hanaml 3pOCTH
y pasi midepamnizanii Toprieni 3 KHP. BeranosneHo, 1o BIpogoBx ocTanHix 15 po-
KiB IMIOPT KHTAaHCBHKHX TOBapiB A0 YKpaiHH 30LIbLIYETHCS SK aOCOMIOTHO, TaK
i BimHOCHO, 1y 2018 p. #oro BapTicTh cTanoBuia 13% Bij 3araqbHOI BapTOCTI M-
nopTy TOBapiB B YKpainy. Hai0Oinpii oOcsrn iMOOPTY NMpUIANaloTh Ha: TEJEKO-
MyHiKalliiine oOnagHaHHs (0COOIMBO MOOUIBHI TeIe(OHHU); EICKTPOHHI BUPOOH
(xoMM'toTepH); TOBApHU JIETKOiI MPOMHUCIOBOCTI (irpaiiku, B3YTTs); YOPHI MeTaiu
(nmakoBaHMI TpOKAT 3 BYTrJeneBoi crami). KuTaiichbkuil AelIeBUi iMIOPT MOXe
3arajJbMyBaTH BiPOJUKEHHS BITUYM3HAHOI 0OpOOHOI MPOMHCIOBOCTI, IO MOCTYIIO-
BO BiOyBaeThCs micis pizkoro crnagy 2013-2015 pp.

BpaxoBytoun BUCOKI pU3UKH HOTipIICHHS] TOPrOBEJILHOIO OanaHcy KpaiHu BHa-
ciigok mibdepamizauii Toprisni 3 KHP, crBopennst 3BT 3 Kuraem Ha cydacHomy
eTarii po3BUTKY YKpainu He € gouinbHuM. Binmosa Bix ctBopenus 3BT 3 Kurtaem
HE BIUIMHE Ha 3aJy4eHHS! KMUTalCbKUX 1HBECTHLIH y paMKax iHimiaTtusu ypsny Ku-
tato "OauH nosc, oauH nusix". OcHOBHUMH 0ap'epaMu y B3a€MHil TOpriBii € Tpa-
HCIIOPTHI BUTpaTH, Ha MOAOJNAHHs SKUX CIpSIMOBaHA L iHiNiaTuBa, i HeTapudHi
3ax0H, €PEKTUBHUM IHCTPYMEHTOM IIOJI0JIaHHS SIKUX € IMIUIEMEHTaLisl YToAu po
ciporeHHs npouenyp Toprisiai COT.

[ly6nikamiro miaroroBineno 3a BukoHaHnHs HJIP "MogepHizalis ekoHOMIY-
HOI TOJNIITHKU PO3BUTKY cdep MisutbHOCTI Ta puHKIB" (No mepxkpeecTparii
0118U007329).

Kniwuoei cnoea: Kumaiicoka Hapoona Pecnybnixa, Yeooa npo 30my einvHoi
mopeieni (3BT), mopzogenvruii pexicum, excnopm, iMROPMO3ANEHCHICMb, 3a-
Xucm 6HYmpiuHb020 PUHKY
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HNEPCNEKTUBBI CBOBOJHOM TOPI'OBJIA C KHTAEM:
PAZBUTUE OTEYECTBEHHOI'O SKCIIOPTA U PUCKH
NMITIOPTO3ABUCUMOCTHU

Pa3Butne Toprosiau mexay YkpauHoi u Kutaem cozmaeT BBI3OBBI IJIsl OTede-
CTBEHHOW 3KOHOMMKH BBHJYy TOr0, 4to Toproeisi ¢ KHP dopmupyer Oonee mono-
BHHBI OTPHULIATENILHOTO CallbJI0 B TOProBiie YKpauHbI TOBApaMH CO CTpaHaMU MHUpa
(56% mno manubiM stHBaps—HOs0ps 2018). HecMoTps Ha 0omacHOCTh NalbHEUIIETO
YXyALIEHUS callbJ0 TOProBOro OajaHca, yKpauHCKas CTOPOHA BBICTYIWJIA C WHHU-
LMATUBOM HayaTh KOHCYJIbTAllMU MO CO3JAHUIO YKPAWUHCKO-KUTANCKOW 30HBI CBO-
6omuoit Toprosmu (3CT).

Lenb cTaThy 3aKiIi04YaeTcs B OLICHKE BOBMOXKHBIX MTOCTICICTBHI JTHOepaTu3auu
pexxuMoB ToproBiu ¢ Kutaem u pa3paboTke peKoOMeHIAIHiA 10 pa3BUTHIO IKCIIOP-
Ta OTEYECTBEHHBIX TOBApOB M CIACPKUBAHHUIO SKCIIAHCHUM KUTAHCKHX TOBapoOB Ha
BHYTpPEHHEM PBIHKE YKpauHbl. [l uccienoBanus npoOieM M onpeaesieHus mep-
CIEKTHUB Pa3BUTHS OTEUECTBEHHOTo 5KcropTa B Kutail Obuim mpoBemeHsbl: (1)
CpaBHEHHE TOBAapHOW CTPYKTYpHI BHEIIHeH Toprosnu Kuras u Ykpaunsr; (2) oueH-
Ka CUMMETPHYHOCTH TOPrOBBIX pe:kuMoB Kutast 1 YkpauHsl; (3) BBISIBICHHE 0CO-
OenHocTell HeTapu(HOTO peryiIupoBaHHsi TOproBiu mnpasurenscTBoM KHP; (4)
aHaJIM3 OCOOCHHOCTEW MPOBEICHUS NIEPErOBOPOB C KMUTAHCKOW CTOPOHOM O co3ja-
Hu 3CT; (5) oueHka cocTosHUS pa3BUTHA oTedecTBeHHOro skcrnopta B KHP n
ofpeiesieHHe MEPCHIEKTUBHBIX PHIHKOB JUIS OTEYECTBEHHOM MpoayKuuy; (6) uccie-
JIOBaHHWE JMHAMUKM HMIIOpTa KuTailckux ToBapoB B TeueHue 2004-2018 rr. u
OTIpe/IeTICHHEe TPYIIBI TOBAPOB, KPYIMHEUIHNX 110 aOCOMOTHEIM 00BbeMaM UMIIOpPTa
Y AMEIONINX OOJBIION yIEeIbHBII BEC B CTPYKTYpPe UMIIOPTAa M BO BHYTPEHHEM I10-
TpeOIeHnN.

AHanu3z CTpyKTYpbl TOPTOBBIX MOTOKOB MEX1Yy YKpauHoi u Kutaem BbIABUI,
YTO HamOoJee BEpOSTHBIM clieHapueM pa3Butus Toproeinu ¢ KHP sBisercs ycu-
JIEHUE CBHIPhEBOM OpPUEHTALIMH OTEUYECTBEHHOI'O 3KCIOPTA M YCUJICHUE UMIIOPTO-
3aBUCHUMOCTH YKpauHbl OT KUTAaHCKUX MPOMBIIUICHHBIX TOBapoB. BeposTHOCTH
TaKOTO CIIEHapHsi YCHINBAETCS BBHIY HECHMMETPUYHOCTH TapHU(PHBIX PEKHMOB
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Ykpaunsl u Kutas, 9To co3maeT HepaBHBIC YCIOBUS B3aMMHOW TOPTOBIH, OoJiee
BeIroHbIe U Kurtas. YcTaHoBIEHO, 4TO Jaxke B ciaydae Jubepain3anuu Tapu ¢-
HBIX PEKHUMOB B pe3yJIbTaTe IEPEroBOPOB O 30HE CBOOOIHOM TOPrOBINM MEXIY
Ykpannoit u Kutaem YkpanmHa He MOXKET pacCUNTHIBATh Ha CTAOMILHOE HapallH-
BaHHE 00BEMOB HKCIIOPTA arpoNpoOJOBOIBCTBEHHON npoaykuuu B Kutait Bcie -
CTBHE OCOOEHHOCTEH TaMOXXEHHOTO HETapU(HOTO PEeryJupoBaHHs arpompoio-
BOJICTBEHHBIX PBHIHKOB KHP. OCHOBHBIMH HampaBieHUSMH TOCyIapCTBEHHOM
MIOJIUTUKHA COJEHCTBUSl Pa3BUTHIO CEIIbCKOXO35MCTBEHHOro »Kcmopra B Kurai
SABIIAETCS TPOABMKEHHE IKCIOPTAa KYKYpy3bl B COOTBETCTBHHU C KPEIUTHBIM CO-
rmamenueM 2012 r. mexny [ocygapcTBeHHOH IPOIOBOJIIBCTBEHHO-3EPHOBOI
Kopropamueil YKpauHsl U DKCIOPTHO-UMIIOPTHBIM OankoM Kuras m skcmopra
coeBBIX 0000B ¢ yueToM Bo3MokHOCTH 3amemnieHus: CLIIA Ha UMIIOPTHOM pBIHKE
COM, KOTOpasi OTKPBUIACH B CBA3M ¢ TOproBeiMu criopamu Mexay CIHA u Kutaem
B 2017-2018 rr. HeraTuBHBIC TEHJICHIIMK BO B3aUMHOW TOProBJie 00YCIOBIUBA-
I0T TaK)Ke HEOOXOAUMOCTh aKTUBHON I'OCYNapCTBEHHOW MOJUTHKHU MPOIBIKEHUS
Ha poiHKM KuTas TOBapoB mepepabarbiBarolield MPOMBIIUIEHHOCTH YKpPaWHBI,
IpeXxie BCero MUIEBOH M MpUOOPOCTPOEHUS, KOTOPbIE MOJIB3YIOTCS CIPOCOM Ha
peiakax KHP.

NMnopTo3aBUCUMOCTh OT€YECTBEHHOTO BHYTPEHHETO phIHKAa OCTaeTcd 3Ha-
YUTENbHON 0€3 3aMeTHBIX Npu3HaKoB yMeHblleHus. B 2017 r. cooTHomeHue
Mexay ummnoprom U BBII Obiio HanbonpmumM 3a nocneanue 17 jner. B Teyenue
2013-2017 rr. sror mokaszartenb yBeiauuwmics ¢ 0,51 mo 0,56. 3aBucHMOCTH
HallOHAJIbHOI SKOHOMHUKH OT UMIIOPTa MOXET BBHIPAcTH U B JaJbHEHIIEM B pe-
3ynbpTaTe nuOepanuszauuu BHemHeld TtoproBmu ¢ KHP. Hecmotps Ha BBIrOIBI
IUTSL SKCTIOPTEPOB (MPEUMYIIECTBEHHO CHIPbEBBIX TOBAPOB), KUTAWCKHMN Aele-
BBIII MMIIOPT MOET 3aTOPMO3UTH BO3POKIECHHE OTEUYECTBEHHOH 0OpadaThiBa-
IOIEN MPOMBIIUIEHHOCTH, KOTOPOE IMOCTENEHHO MNPOUCXOAMUT IMOCJIE PE3KOro
craga 2013-2015 rr.

bruta nccnenoBaHa quHaMKKa UMIOPTa KUTaWCKUX TOBAapoB B TeueHue 2004—
2018 rr., a Takxe OonpezesIeHbl TPYIIbl TOBAPOB, KOTOPBIE SIBIAIOTCA KpyMHEUIIN-
MU 110 a0CONIOTHBIM 00beMaM UMIOPTa, UMEIOT OOJBIION YAEIbHBIA BEC B CTPYK-
Type UMIOPTa U BO BHYTpPEHHEM NoTpebieHuu. McecnenoBanue NpoBOAMIOCH IS
MIPOMBIIIUIEHHBIX M arpoNpOI0BOJBCTBEHHBIX TOBAPOB, a TaKke B pa3pese 4- u 6-
3HAYHBIX KOJIOB TOBapHOH HoMeHKnarypsl YKTBO/I.

IIpucyTcTBHE KHTalHCKHX TOBAapOB HAa OTEYECTBEHHOM BHYTPEHHEM pPBIHKE
HeykIIoHHO pacteT. Ecnu B 20022003 rr. canbo BHEUIHEH TOProOBIM Y KpauHbI
¢ Kurtaem ObIIO MOJIOXKUTENIBHBIM, a A0JISI KATAHCKUX TOBApOB B MMIIOPTE Hped bI-
Basia B npenenax 2%, To HauuHas ¢ 2005 r. canpio cTano UCKIYUTENBHO OTPHU-
LaTeIbHBIM, a JOJsl KUTAliCKOW MpONyKUMM B MUMIOpTE yBenuumwiack 1o 13%
(2018 r.).

Bonee nonoBunbl kutaiickoro ummnopra B 2018 r. mpunuiock Ha IPOLYKIUIO
MaIIMHOCTPOeHHs (0OJbIIe BCETO — Ha MAIIMHBI, 00OPYAOBAHUE U MEXaHU3MBI).
KuTaii siBIsieTcs OCHOBHBIM MMIIOPTEPOM Ha BHYTPEHHUH PHIHOK Tele(OHHBIX all-
[apaToB IJIsI COTOBBIX CETEH CBSI3M; KOMIIBIOTEPOB M HOYTOYKOB; ()OTOUYBCTBU-
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TENBHBIX MOJYIPOBOJHUKOBBIX MPUOOPOB, CBETOM3IYUAIOIINX THUOMIOB M IPYTOi
WHHOBAIIMOHHOM, HAyKOeMKOW mpoaykiuu. Bemymue nosunuu 3anuMaer KHP B

UMIIOPTE B YKpauHy MHOTMX BHJOB OBITOBOW 3JIEKTPOHHMKH M 3JEKTPOTEXHHKH,
TOBapOB JIETKOH MPOMBINUIEHHOCTH (00yBb, UIPYIIKH, CUHTETHYECKHE TKaHU U
T.Jl.) I MHOTHX JIpyTuX ToBapoB. M3 o6cmenoBanasix 178 TOBapHBIX TpyIil Mo 4-
3HayHbIM KojmaM YKTBOJl B 74-x ToBapubix rpymmnax B 2017 r. mons KHP B um-
nopte npesbimana 50%.

C mo3umuii 3ammThl BHYTPEHHETO PBhIHKA JIubepanu3anus Toproeiau ¢ Kutaem
MOJKET CO37aTh OOJBIINE PUCKH JUII OT€YECTBEHHOTO TOBAPONPOM3BOANUTENA. Ac-
COPTHMEHT IMPOMBILUICHHBIX TOBapoB, uMnoptupyeMboix u3 KHP, oueHs mmpok,
MO3TOMY MX JKCIAHCHsS Ha BHYTPEHHEM DPBIHKE MOXKET OBITh JOCTaTOYHO 3HAYH-
TEJIbHOM.

[Ty6nukamms moaroToBieHa Bo BpeMs BoimoHeHus HUP "Monepausanus 3Ko-
HOMHUYECKOW TMOJNUTHUKU Pa3BUTUS cdep AesTenbHOCTH M phiHKOB" (Ne rocperu-

ctparuu 0118U007329).

Knwueevie cnosa: Kumaiickaas Hapooumas Pecnybnuxa, Coenawenue o 30He
c60000n0t mopeosau (3CT), mopzoswvili pedicum, IKCNOPM, UMNOPIMO3ABUCU-
MOCmb, 3aWUMAa HYMPEHHe20 PbIHKA
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