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THE EVALUATION OF POLISH-UKRAINIAN TRADE RELATIONS
BETWEEN 2010 AND 2015

Abstract. Although Ukraine is located so close to Poland, its significance as Poland’s trade partner is rather
limited. This article aims at analysing the evolution of Poland’s trade relations with Ukraine over the 2010-2015
period. The line of reasoning consists of three essential elements. At first, the economies of Poland and Ukraine
were compared with the use of selected socioeconomic indicators. Engagement of the two countries in international
trade and capital transfer was studied, with changes in competitive position of Poland and Ukraine being analysed.
The next part focused on the analysis of Polish-Ukrainian trade in goods (value, dynamics and commodity pattern).
Finally, competitiveness of the Polish goods in the Ukrainian market was studied with the implementation of the
Balasssa revealed comparative advantage indicator (RCA) and the Grubel-Lloyd intra-industry trade indicator
().
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OLTHKA 30BHIIIHBOI TOPT'IBJII MIK ITOJIBIIEIO TA YKPATHOIO
¥ 2010-2015 PP.

Anomayia. Xoua Ykpaina oauzvka mepumopianvho, ii 3HauenHs Ak mop2ogeibHo2o napmuepa l[lonvuyi 0o6oni
obmedicene. Y Oanili cmammi 3pobneno cnpody npoananizyeamu po3eUmMoK NOIbCbKO-YKPAIHCLKUX MOP20GENbHUX
gionocun ¢ 2010-2015 pp. Pozenanymo mpu npoodnemu. Cnouamky 3poOaeHO NOPIGHANbHUL AHANI3 eKOHOMIK
Honvwi ma Yxpainu, wo 8paxos8ye yuacmo y MidCHAPOOHILl MOpeieni ma nomokax Kanimaiy, a maKoxic 3MIiHU y
KOHKYpeHmHill nosuyii. /[lani npoananizosano obcsaeu i mogapuy CMpYKmypy NoIbCbKO-YKPAIHCLKOI Mopei6i.
Cmammio 3a6epuieHo po321s100M KOHKYPEHYIUHOCMI ROIbCObKUX TOBAPI8 HA YKPAITHCOKOMY PUHKY 3a 0ONOMO20I0
iHOuxamopis eusenenoi nopisHanvbhoi nepesazu barawa (RCA) ma minceanyzesoi mopeieni I pybena-Jlnoiioa (1IT).

Kirouosi ciaoBa’ [Tonpma, Ykpaina, Mi>KHapOZIHA TOPTiBILs, TOPIBHSJIbHA ITepeBara, MiKrary3eBa TOPTIiBIISL.

Introduction. Openness of an economy is reflected trade diversion effect [17; 18]. Undoubtedly, the market
(among others) in its international trade relations [3; 14]. of the EU is crucial for the Polish exporters and it is very
Engagement in regional economic integration processes important for Poland’s imports, too. Foreign trade with
results in higher specialization, trade creation and trade Ukraine is not that easy because it is not a member of
diversion effects [10; 20]. Economic transition and the EU. On the other hand, close geographical location
gradual opening of Poland have resulted in considerable and cultural proximity should result in strong economic
structural changes of the Polish economy, with inte- co-operation between Poland and Ukraine, all the more
gration into the EU structures being ne of the primary that due to the WTO membership [16]. Since May 2004,
objectives of Poland’s transformation [13]. The accession Poland’s co-operation with Ukraine has been based on
to the EU in 2004 created more favourable conditions the Partnership and Cooperation Agreement between the
for the development of economic cooperation with other European Communities and their Member States, and
EU economies [2]. Poland became member of the single Ukraine [22]. It seems important to note that Poland‘s
European market which intensified the economic first initiative in the EU was the Eastern Partnership
relations with other EU member states and influenced programme and strengthening of EU relations with
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Ukraine in general. In addition, promoting EU-Ukraine
association became one of the priorities of Poland’s
Presidency in the Council of the EU [23]. As Ukraine
had been treated by the EU as an important partner
within European Neighbourhood Policy, it was planned
to deepen the relations with Ukraine. In 2012 the EU
initiated talks on free trade and political association with

The Polish economy should be seen as a relatively
stable country against the background of other European
countries (including other EU Member States) at the
time of global economic crisis and in the post-crisis
period [24]. On the other hand, Ukraine must be seen as
a transition country with huge political and economic
problems.

Table 1

Poland and Ukraine in 2015 — selected socioeconomic indicators

Specification Poland Ukraine
Total area (thousand sq. km) 312.68 603.55
Population (million) 38.5 44.2
Natural increase (%o) 2014 -1.1 -6.4
Life expectancy (years) 77.6 71.8
Infant mortality rate (%o) 4.5 8.0
GDP (USD million) 474783 90615
GDP per capita (USD) (2013-2015) 13536 2968
GDP per capita (PPP USD) (2015) 26500 7500
Real GDP dynamics (%) 3.6 -9.9
Harmonised index of consumer prices (%) -0.19 48.7

Source: WTO [30; 31], Central Statistical Office [4], CIA World Factbook [5; 6].

Ukraine. Unfortunately, because of political instability
in Ukraine the political part of the Association
Agreement was signed on 21 March, 2014 (though it
was planned to do it much earlier) and the economic part
of the Ukraine—European Union Association Agreement
was signed later on 27 June, 2014. Then Ukraine joined
the Deep and Comprehensive Free Trade Area with the
EU on 1 January, 2016. What’s more, the economic
instability and political uncertainty in Ukraine (resulting
from Russian invasion of Crimean Peninsula in 2014
and the on-going aggression in eastern Ukraine) have
hurt economic growth, reduced development possibi-
lities and created considerable obstacles for foreign
economic co-operation.

Purpose. We aim to evaluate the development of
Polish-Ukrainian trade over the 2010 to 2015 period. It
is attempted at comprehensive analysis of the value,
dynamics, balance and commodity pattern of bilateral
trade between Poland and Ukraine. Competitiveness of
the Polish goods in the Ukrainian market is studied in
order to determine fields of revealed comparative advan-
tage as well as to measure intensity of intra-industry
trade.

Results. Poland and Ukraine are two European
countries, two neighbouring countries with similar de-
mographic potential and cultural proximity [9].
Although both countries had been under the Iron Curtain
in the past, in the 21% century they are in a completely
different political and socioeconomic situation. For the
purpose of comparative analysis, selected socioecono-
mic indicators for Poland and Ukraine are presented in
Table 1.
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Population of Poland is a bit smaller than that of
Ukraine: 38 m versus 44 m, but Ukraine is twice as big
in terms of total area: Poland’s total area is 312 thousand
sq. km and Ukraine’s total area is over 603 thousand sq.
km. In 2014, both Poland and Ukraine noted negative
natural increase rate, but it was much lower in Ukraine:
natural increase in Poland equalled minus 1.1%o and in
Ukraine it was minus 6.4%o. Infant mortality in Poland
was rather low (4.5%o), while in Ukraine it was quite
high (8.0%0). Life expectancy in Poland was almost 6
years longer than in Ukraine (77.6 years versus 71.8
years).

In 1990, GDP of Poland was lower than GDP of
Ukraine (USD 64.5 bn and USD 81 bn respectively) and
GDP per capita for the two countries was more or less
the same (USD 1690 in Poland and USD 1570 in
Ukraine). In 2015, the situation of the two economies
was completely different: Poland’s GDP was close to
USD 475 bn; Ukraine’s GDP equalled USD 90 bn (or
less than 20% of the Polish GDP). The difference in the
levels of economic development between Poland and
Ukraine is reflected in their GDP per capita (PPP): As
of 2015, Poland’s GDP per capita reached 26500 USD
PPP, while Ukraine’s GDP per capita stood at just 7500
USD according to PPP.

In 2015, real GDP dynamics in Poland was 3.6%
while in Ukraine real GDP was reduced by 9.9%. In the
same year, harmonized index of consumer prices in
Poland declined by 0.19% and Ukraine noted 48.7% rise
in consumer prices in 2015.

The engagement of Poland and Ukraine in interna-
tional merchandise trade, commercial services trade and
capital flows in 2015 is presented in Table 2. Even
though the intensity of Poland’s international trade
activity was not high as compared with most EU



Member States, it was several times higher than that one
of Ukraine. Merchandise exports of Poland amounted to
USD 200 bn, while Ukraine’s merchandise exports did
not even reach USD 40 bn in 2015.

Poland’s share in the world merchandise exports
equalled 1.2%, with that of Ukraine’s at just 0.23%;
Poland took the 24" position in the world merchandise
exports, while Ukraine was the 53" on the list of world
merchandise exporters. At the same time Poland’s
merchandise imports amounted to USD 197.7 bn and the
Ukrainian merchandise imports exceeded USD 36 bn.
Poland’s share in the world merchandise imports equalled
1.15% and it can be compared with the Ukraine/s share
at 0.22%. As a result, Poland was classified at the 24"
place on the list of the world largest merchandise
importers and Ukraine took the 59 position.

among world commercial services exporters and as the
62" one among world commercial services importers.
Transition of the Polish economy, its gradual
opening and in particular its membership in the EU
resulted in considerable rise in its investment
attractiveness. What’s more the Polish investors got
more and more active in international markets. In 2015,
foreign investors invested USD 7.5 bn in the form of
FDI in Poland and inward FDI stock in Poland exceeded
USD 231 bn. The Polish investors invested USD 2.9 bn
in the form of FDI in international markets and outward
FDI stock from Poland was close to USD 28 bn.
Poland’s share in world inward FDI flows equalled 0.4%
and its share in world inward FDI stock accounted for
0.85%; the share of Poland in world outward FDI flows
stood for 0.2 % and its share in world outward FDI stock

Table 2
Poland and Ukraine in international trade and capital flows, 2015
Specification Poland Ukraine

Merchandise exports (bn USD) 200,3 37,9
Merchandise imports (bn USD) 197,7 36,3
Share in world merchandise exports (%) 1.20 0.23
Share in world merchandise imports (%) 1.15 0.22
Rank in world merchandise exports 24 53
Rank in world merchandise imports 24 59
Commercial services exports (bn USD) 43,4 12,1
Commercial services imports (bn USD) 32,4 9,8
Share in world commercial exports (%) 0.91 0.26
Share in world commercial imports (%) 0.70 0.21
Rank in world commercial exports 27 52
Rank in world commercial imports 31 62
Inward FDI flows (bn USD) 7,5 3,0
Outward FDI flows (bn USD) 2,9 -0,05
Share in world inward FDI flows (%) 0.42 0.17
Share in world outward FDI flows (%) 0.20 -
Inward FDI stock (bn USD) 213,1 61,8
Outward FDI stock (bn USD) 27,8 9,6
Share in world inward FDI stock (%) 0.85 0.25
Share in world outward FDI stock (%) 0.11 0.04

Source: UNCTAD [26; 27], WTO [30; 31].

Similarly, Poland’s participation is significantly
higher in international commercial services trade. The
value of the Polish commercial services exports
exceeded USD 43 bn and its imports amounted to USD
32.5 bn in 2015. At the same time Ukraine exported
commercial services worth of USD 12 bn and imported
USD 9.8 bn of commercial services. Poland’s share in
world commercial services trade accounted for 0.91%
with regard to exports and 0.7% in the case of imports;
Ukraine’s share in world commercial services trade was
abit over 0.2% (0.26% for exports and 0.21% for
imports). Poland was classified as the 27" country on the
list of world commercial services exporters and it took
the 31%t position on the list of world commercial services
importers. Ukraine was classified as the 52" country
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equalled 0.11%. Ukraine’s investment attractiveness
was limited due to economic uncertainty and political
instability, therefore inward FDI flows and stock were
really low; the activity of the Ukrainian investors in
international markets was marginal. In 2015, foreign
investors invested just USD 2.9 bn in the form of FDI in
Ukraine and inward FDI stock in Ukraine amounted to
USD 61.8 bn. The Ukrainian investors did not make new
investment in the form of FDI in the world in 2015 and
the value of the Ukrainian outward FDI stock amounted
to USD 9.6 bn in 2015. In 2015, Ukraine’s share in
world inward FDI stock equalled 0.25% and its share in
world outward FDI stock was 0.04% only.

Changes in competitive position of Poland and Uk-
raine between 2010 and 2015 are presented in Table 3.



The Lausanne-based Institute for Management
Development positioned Poland between the 32™ and
36" place in the analysed period. In 2015 and 2016
Poland was classified as the 33 economy (out of 61
countries). Ukraine was classified much lower at the 49
and the 60" places, the lowest positions in the years
2015-2016. Another competitiveness ranking by the
Geneva-based World Economic Forum (WEF) classi-
fied Poland between 36" and 43 places, while the
highest position of Poland was observed in The Global
Competitiveness Report 2016-2017. Competitive posi-
tion of Ukraine was assessed much lower, between the
73 and 89" place (in The Global Competitiveness
Report 2016/2017 it took the 79" place).

As of 2010, Poland exported goods worth of USD
391 bn to Ukraine. Poland’s exports to Ukraine
gradually rose between 2010 and 2013 up to USD 5.71
bn. In 2014-2015, a downward tendency in Polish
exports to the Ukrainian market has been observed, with
a decrease in its value to USD 3.30 bn in 2015.

Poland’s total imports experienced a marked rise
from USD 178.1 bn in 2010 to USD 212.3 bn a year
later. The year 2012 brought a considerable reduction in
Poland’s total imports to USD 198.5 bn. The next two
years marked a significant rise in Poland’s total imports
up to USD 225.9 bn in 2014. However, the value of
Poland’s total imports dropped to USD 197.7 bn in
2015. The analysis of the Polish imports from Ukraine

Table 3
Competitiveness of Poland and Ukraine, 2010-2016
Countr Competitive position according to IMD
y 2010 2011 2012 2013 2014 2015 2016
Poland 32 34 34 33 36 33 33
Ukraine 57 57 56 49 49 60 59
Competitive position according to WEF
2010/ | 2011/20 | 2012/ 2013/ 2014/ | 2015/20 | 2016/20
2011 12 2013 2014 2015 17 17
Poland 39 41 41 43 43 41 36
Ukraine 89 82 73 76 76 85 79
Source: IMD [11], WEF [28].
Table 4
Poland’s exports (bn USD), 2010-2015
Specification 2010 2011 2012 2013 2014 2015
Total exports 159.8 190.2 184.7 206.1 222.4 200.3
Exports to Ukraine 3.9 4.7 5.3 5.7 4.2 3.3
Source: Own calculations based on data from Central Statistical Office [4].
Table 5
Poland’s total imports (bn USD), 2010-2015
Specification 2010 2011 2012 2013 2014 2015
Total imports 178.1 212.3 198.4 208.8 225.9 197.7
Imports from Ukraine 1.8 2.8 2.6 2.2 2.3 1.7

Source: Central Statistical Office (varius issues) [4].

TRADE BETWEEN POLAND AND UKRAINE AGAINST THE
BACKGROUND OF POLAND ‘S TRADE WITH THE WORLD —
VALUE AND DYNAMICS. Tables 4 and 5 present Poland’s
foreign trade volumes from 2010 to 2015. One can
observe a significant rise of Poland’s total exports
between 2010 and 2011. In 2010, Poland’s total exports
amounted to USD 159.8 bn, and it increased tu USD
190.2 bn in the next year. In 2012, Poland’s total exports
had slightly declined to USD 184.7 bn, but in a year
there was an increase in total exports up to USD 222.3
bn. Unfortunately, the year 2015 marked a 10%
reduction in Poland’s total exports to USD 200.3 bn.
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demonstrates a huge rise between 2010 and 2011, with
a considerable downward tendency in the successive
years. The Polish imports from Ukraine amounted to
USD 1.82bnin 2010 and it rose to USD 2.79 bn in 2011.
The next years, however, did not bring further rise in
Poland’s imports from Ukraine as there was a conside-
rable reduction to below USD 2.3 bn in 2013-2014. As
of 2015, the value of Ukrainian goods on the Polish
market was further reduced to USD 1.70 bn.



Table 6

Poland’s trade balance, 2010-2015 (bn USD)

Specification 2010 2011 2012 2013 2014 2015
Trade balance -18.3 -22.1 -13.8 -26.4 -35.6 27.6
Trade balance with Ukraine 2.1 1.9 2.7 35 1.9 1.6

Source: Central Statistical Office (various issues) [4].

As presented in Table 6, Poland registered trade
deficit till the year 2014, with a peak at USD 22 bn in
2011. In 2012, trade deficit was reduced to USD 13.8
bn; and then to above USD 2.6 bn in 2013 and to USD
3.6 bnin 2014. The year 2015 was the very first one with
trade surplus for Poland (USD 2.66 bn). When it comes
to Poland’s relations with Ukraine, the situation is
completely different, with a trade surplus ranging from
USD 1.6 bn in 2015 to USD 3.5 bn in 2013.

The share of Ukraine accounted for less than 3% of
Poland’s total exports (Table 7); with the maximum
level at 2.86% in 2012 and the lowest one in 2015 at
1.65%. Ukraine’s share in the Poland’s total imports was
even smaller ranging from 0.86% to 1.31%. The highest
share of Ukraine in Poland’s total imports was registered
at 1.3% in 2011 and the lowest one at 0.86% in 2015.

2011 and the minimum one of —12.5% in 2015. The
Polish imports from Ukraine increased by 1.84% on
average (with its maximum in 2011 at as high as 53.5%
and its minimum in 2015 at as low as —25.6%).
COMMODITY PATTERN OF POLAND’S TRADE WITH
UKRAINE. Tables 9 and 10 present commaodity pattern of
Polish-Ukrainian trade as it is provided by CN sections.
There were four leading sections in Poland’s exports to
Ukraine: XVI — Machinery and mechanical appliances,
electrical and electrotechnical equipment, XV — Base
metals and articles thereof, VI — Products of the
chemical industry, VII — Plastics and rubber and articles
thereof. On aggregate they accounted for about 53.4%
in 2010 and about 47.2% in 2015. It is important,
however, to note that the significance of sections XV,
VI and VII has been gradually decreasing. It is worth

Table 7
The share of Ukraine in the Poland’s foreign trade (%), 2010-2015
Specification 2010 2011 2012 2013 2014 2015
Share of Ukraine 245 | 246 | 286 | 277 | 189 | 165
in Poland’s total exports
Share of Ukraine in 1.02 1.31 1.29 1.06 1.01 0.86
Poland’s total imports

Source: Own calculations based on data from Central Statistical Office (various issues) [4].

Table 8
Dynamics of Poland’s foreign trade (%), 2011-2015
Specification 2011 2012 2013 2014 2015
Total exports 19.1 -2.9 11.6 7.9 -9.91
Exports to Ukraine 19.7 12.5 8.4 —26,4 -215
Total imports 19.2 —6.5 5.2 8.2 -12.5
Imports from Ukraine 53.5 -8.5 -13.1 2.9 —25.6

Source: Own calculations based on data from Central Statistical Office (various issues) [4].

Dynamics of Poland’s total trade and trade with
Ukraine in particular is presented in Table 8. The
average growth rate for Poland’s exports equalled
5.16%, with its maximum at 19.1% in 2011 and the
minimum of —9.9% in 2015. The average growth rate for
Poland’s exports to Ukraine amounted to —1.46%, being
at its highest in 2011 (19.7%) and the lowest in 2014
(=26.4%). Poland’s total imports increased by 2.72% on
average, with the maximum rate amounting to 19.2% in
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noting that Section XVI — Machinery and mechanical
appliances, electrical and electrotechnical equipment
alone represented almost 20% of Poland’s exports to
Ukraine in the analysed period. Three more sections
should be mentioned as far as Poland’s exports to
Ukraine is concerned: V — Mineral products (its share
ranged from 5% in 2010 to around 14.5% in 2015); XI
— Textiles and textile articles (its share accounted for
5.5% to 6% in the analysed period); XVII — Transport



equipment (its share ranged from 5.6% in 2010 to more
than 10% in 2012). The above mentioned seven CN
sections represented more than 69% of Poland’s exports
to Ukraine in 2010 and they stood for around 76% of
Poland’s exports to the Ukrainian market in 2015.

On the imports side the following two sections were
prevailing: VV — Mineral products and XV — Base metals and
products. Altogether they stood for 60% in 2010 and for
more than 43% of Poland’s imports from Ukraine in 2015.

In addition to that significant importance of four
more sections for Poland’s imports from Ukraine must
be underlined:

e section Il — Vegetable products (its share increa-
sed from 6.8% in 2010 to 10%-12% in 2012-2015);

e section IV — Prepared foodstuffs (it accounted for
around 5% in 2010-2011 and for as much as 9.4% in
2015);

¢ section IX—Wood and articles of wood (till 2014
its share ranged from 5.1% to 8% while in 2015 it
equalled 11.2%);

e section XVI — Machinery and mechanical
appliances, electrical and electrotechnical equipment
(its share ranged from 5.5% to 7.6% in the analysed
period of time).

The above mentioned six CN sections stood for
more than 86.5% of Poland’s imports from Ukraine in

2010 and for around 83% of Poland’s imports from
Ukraine in 2015. The analysis of commaodity pattern of
Poland’s imports from Ukraine implies that Poland
imported from Ukraine mostly raw materials intensive
goods (the only exception is Section XVI — Machinery
and mechanical appliances etc.).

THE EVALUATION OF REVEALED COMPARATIVE
ADVANTAGE OF POLISH GOODS ON THE UKRAINIAN
MARKET. Export competitiveness can be measured with
the application of a number of indices, including index
of revealed comparative advantage [29; 15]. In order to
determine the areas of revealed comparative advantage
in Poland’s trade with Ukraine, B.Balassa’s formula was
used:

S

ZEXiy 7
Im;,

z Imiy
where: i is for commodity section, y is for the trade
partner, Ex is for exports, Im is for imports. If RCA is
higher than one, one may assume that the analysed
country achieves comparative advantage in trade with y
trade partner in case of commaodity section i. [25; 1]. The
results of calculations are presented in Table 11.

RCA,, =

Table 9
Commodity pattern of Poland’s exports to Ukraine, 2010-2015 (%0)
CN Section 2010 2011 2012 2013 2014 2015
I 3.20 2.32 3.52 2.73 2.50 2.17
Il 4.31 3.72 4.58 3.78 3.97 3.17
11l 0.03 0.03 0.04 0.06 0.05 0.12
v 4.34 4.37 4.02 4.05 4.87 4.53
\Y 5.05 5.36 9.07 11.10 11.89 14.53
VI 11.16 10.21 9.02 8.56 9.81 9.97
VII 11.59 11.24 9.92 9.46 10.26 10.54
VIII 0.56 0.96 0.95 1.12 1.45 1.92
IX 2.37 2.33 1.81 1.86 1.82 1.05
X 7.78 6.92 3.71 3.65 3.90 3.78
Xl 5.55 5.50 5.38 5.96 6.63 6.14
XII 1.31 1.43 1.31 1.42 1.43 1.07
XII1 3.66 3.66 3.30 3.35 2.76 2.18
XIV 0.08 0.09 0.11 0.00 0.00 0.00
XV 11.84 10.88 9.11 8.92 9.24 8.51
XVI 18.84 19.06 17.46 18.45 18.54 18.23
XVII 5.63 8.86 10.11 8.76 5.07 8.12
XVIII 0.69 1.02 1.63 1.06 0.87 0.93
XIX 1.92 1.98 471 4.95 4.82 2.91
XX 0.08 0.03 0.22 0.64 0.00 0.00
XXI 0.01 0.01 0.01 0.11 0.13 0.12
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0
Description of CN sections: | — Animal products; Il — Vegetable products; Il — fats and oils; IV — Foodstuffs;

V — Mineral products; VI — Chemicals; VII — Plastics and rubber products; VIII — Raw hides and skins; IX —Wood and
products; X — Pulp of wood, paper etc.; XI — Textiles; XII — Footwear, headwear etc.; XI1I — Articles of stone, ceramic
products, glass; XIV — Pearls, precious stones and metals; XV — Base metals and products; XVI — Machinery and
mechanical appliances etc.; XVII — Transport equipment; XVIII — Optical instruments etc.; XIX — Miscellaneous
manufactured articles, XX — Works of art etc., XXI — Articles not classified elsewhere.

Source: Own calculations based on data from [4].
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Table 10

Commodity pattern of Poland’s imports from Ukraine, 2010-2015 (%)

CN Section 2010 2011 2012 2013 2014 2015
I 0.36 0.42 0.59 0.96 1.21 1.12
I 6.79 9.73 12.34 10.33 10.22 11.18
Il 2.67 3.02 4.51 2.90 2.75 3.38
v 5.31 4.91 8.37 6.78 7.05 9.39
\ 35.26 28.93 24.76 28.49 22.25 16.69
VI 5.96 8.23 6.81 4.06 4.12 3.74
VIl 0.51 0.89 0.36 0.34 0.52 1.09
VIl 041 0.33 0.29 0.71 0.69 0.39
IX 6.84 5.73 5.44 5.11 7.98 11.24
X 0.72 0.53 0.47 0.79 0.79 0.74
Xl 0.71 0.35 0.46 0.47 0.94 1.41
Xl 0.05 0.04 0.03 0.04 0.04 0.04
Xl 0.73 0.73 0.71 0.93 1.14 2.10
X1V 0.00 0.00 0.00 0.00 0.00 0.00
XV 24.79 28.56 28.20 30.99 30.52 26.74
XVI 7.61 6.54 5.11 5.48 6.94 7.56
XVil 0.49 0.50 0.54 0.37 0.51 0.52
XVIlI 0.02 0.04 0.04 0.04 0.08 0.11
XIX 0.67 0.54 0.95 1.16 2.15 2.47
XX 0.11 0.00 0.01 0.01 0.00 0.00
XXI 0.02 0.01 0.00 0.05 0.08 0.09
TOTAL 100.00 100.00 100.00 100.00 100.00 100.00

Source: Own calculations based on data from Central Statistical Office (various issues) [4].

From 2010 to 2015 Poland gained comparative
advantage in trade with Ukraine in the following twelve
commaodity sections: | — Live animals, animal products;
VI — Chemicals; VII — Plastics and rubber and articles
thereof; VIII — Raw hides and skins; X — Pulp of wood,
paper, paperboard and articles thereof; XI — Textiles and
textile articles; XIl — Footwear, headwear and articles
thereof; XIII — Articles of stone, ceramic products,
glass; XVI — Machinery and mechanical appliances,
electrical and electrotechnical equipment; XVII -
Transport equipment; XVIII — Optical, photographic,
measuring, checking instruments; XIX — Miscellaneous
manufactured articles (furniture, toys).

INTENSITY OF INTRA-INDUSTRY TRADE IN POLISH-
UKRAINIAN RELATIONS. Intra-industry trade constitutes an
important element of international trade. Intra-industry
trade means simultaneous export and import within the
same industry [12; 21]. Intra-industry trade flows take
a stand permanently; there are no mechanisms which
would eliminate them [19]. Some economists claim that
the more developed the economies the more intense
intra-industry trade between them [7; 8]. The intensity
of intra-industry trade in Polish-Ukrainian relations was
measured with the application of Grubel—Lloyd’s for-
mula for 1T index:

(Ex; +1m;) —|Ex; — Im| 1 [Ex; — Imj| .
(Ex +1m;) 7 (Ex. +1m)

IIT index ranges from zero to one. If IT index is

close to one strong intra-industry trade is observed, if it

T, =
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is close to zero inter-industry trade is the case [3; 25].
The results of analysis are presented in Table 12.

There is an intensive intra-industry trade between
Poland and Ukraine from 2010 to 2015 in the following
CN sections: Il — Vegetable products and IV — Processed
foodstuffs. In addition to that one could observe a high
intensity of intra-industry trade between Poland and
Ukraine for section V — Mineral products since 2012.
Also, from 2010 to 2013 intensive intra-industry trade
for section 1X — Wood and articles of wood had taken
place. Last but not least, considerably high intensity of
intra-industry trade (though with a downward tendency)
for section XV — Base metals and products was observed
from 2010 to 2015.

Conclusions. Favourable conditions for the deve-
lopment of Polish-Ukrainian economic co-operation are
created by close geographical location, economic
potential of the two economies and cultural similarities.
However, the existing trade barriers in the EU-Ukraine
relations adversely affected the development of Polish-
Ukrainian trade co-operation, not to mention economic
and political instability in Ukraine following the Russian
annexation of Crimean Peninsula in 2014 and the on-
going aggression in the Eastern Ukraine.



Revealed comparative advantage in Poland’s trade with Ukraine

Table 11

from 2010 to 2015
Section 2010 2011 2012 2013 2014 2015
I 8.95 5.51 5.97 2.85 2.06 1.93
1 0.64 0.38 0.37 0.37 0.39 0.28
11l 0.01 0.01 0.01 0.02 0.02 0.04
v 0.82 0.89 0.48 0.60 0.69 0.48
\ 0.14 0.19 0.37 0.39 0.53 0.87
VI 1.87 1.24 1.33 2.11 2.38 2.67
VI 22.73 12.69 27.20 27.76 19.75 9.71
VIII 1.39 291 3.29 1.57 2.11 4.91
IX 0.35 0.41 0.33 0.36 0.23 0.09
X 10.85 13.18 7.84 4.63 4.95 5.09
Xl 7.85 15.64 11.78 12.73 7.03 4.35
Xl 24.96 33.81 42.32 36.77 32.00 24.30
Xl 5.05 5.03 4.63 3.61 2.42 1.04
XV 134.55 166.64 70.58 - - -
XV 0.48 0.38 0.32 0.29 0.30 0.32
XVI 2.48 291 341 3.37 2.67 241
XVl 11.55 17.81 18.67 24.01 9.84 15.50
XVIII 27.75 28.52 44.01 26.95 10.76 8.65
XIX 2.87 3.70 4.96 4.26 2.24 1.18
XX 0.75 9.35 29.59 112.34 - -
XXI 0.44 1.09 47.82 2.20 1.57 1.45
Source: Own calculations.
Table 12
Intensity of intra-industry trade between Poland and Ukraine
from 2010 to 2015
Section 2010 2011 2012 2013 2014 2015
| 0.10 0.20 0.15 0.24 0.42 0.42
Il 0.84 0.78 0.87 0.97 0.84 0.71
I 0.04 0.04 0.04 0.10 0.06 0.13
v 0.72 0.80 1.00 0.79 0.88 0.97
\% 0.47 0.47 0.86 1.00 0.99 0.74
VI 0.40 0.65 0.53 0.31 0.37 0.32
VII 0.04 0.09 0.03 0.03 0.05 0.10
VIII 0.50 0.34 0.26 0.40 0.41 0.19
IX 0.85 0.81 0.82 0.97 0.59 0.31
X 0.08 0.09 0.12 0.15 0.20 0.18
XI 0.11 0.07 0.08 0.06 0.14 0.21
Xl 0.04 0.03 0.02 0.02 0.03 0.04
Xl 0.17 0.21 0.19 0.19 0.36 0.66
XV 0.01 0.01 0.01 - - -
XV 0.99 0.78 0.80 0.85 0.72 0.76
XVI 0.32 0.34 0.25 0.21 0.34 0.35
XVl 0.08 0.06 0.05 0.03 0.10 0.06
XVIHI 0.03 0.04 0.02 0.03 0.10 0.11
XIX 0.28 0.28 0.18 0.17 0.39 0.61
XX 0.77 0.12 0.03 0.01 - -
XXI 0.98 0.71 0.02 0.30 0.51 0.52

Source: Own calculations.
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Poland does co-operate with Ukraine in many areas,
merchandise trade being one of the most important
fields of co-operation. The value of Poland’s exports to
Ukraine increased from USD 3.9 bn to USD 5.7 bn
between 2010 and 2013, though it declined to USD 3.3
bn in 2015. Poland’s imports from Ukraine rose from
USD 1.8 bn in 2010 to USD 2.8 bn a year later, but a
downward tendency has been observed since then.
Poland used to have a significant surplus in trade with
Ukraine, with the largest surplus being observed in 2013
at USD 3.5 bn. The share of Ukraine in Poland’s total
exports was close to 2.5% in 2010-2011, but later it was
gradually reduced to 1.65% in 2015. Ukraine’s share in
Poland’s total imports ranged from 0.86% in 2015 to
1.31% in 2011. Machinery, electrical equipment, metals,
chemicals and plastics accounted for around 50% of
Poland’s exports to Ukraine. An even stronger concent-
ration was observed in Poland’s imports from Ukraine,
as mineral products and metals represented 60% of
imports in 2010 and more than 40% in 2015.

As implied by the Balassa’s RCA index, Poland
achieved revealed comparative advantage on the Ukrai-
nian market in the following sections: I, VI, VII, VIII,
X, X1, X, X, XVI, XVI, XVII and XIX, and
especially in the sections VII, XII, XVII and XVIII.
According to the Grubel—Lloyd’s IIT index for Poland’s
trade with Ukraine, the greatest intensity of intra-
industry trade was noted for the CN sections Il and V.
It has been really high in the case of section V since
2012. For section IX, a high value of the Grubel-Lloyd’s
IIT index was noted for the years 2010-2013. As for the
section XV, a high intensity of intra-industry trade in
Polish-Ukrainian relations was observed either, though
with a downward tendency.

It seems that there is still some potential for
strengthening Polish-Ukrainian co-operation. The EU-
Ukraine Deep and Comprehensive Free Trade Area
finally started up on 1 January 2016. It is expected to
help Ukraine integrate its economy with Europe by
opening up markets and harmonising regulations. Un-
doubtedly it will stimulate the development of Polish-
Ukrainian trade. But the number one barrier for Polish-
Ukrainian co-operation is political and economic insta-
bility and uncertainty in Ukraine and in its international
environment. Future research should focus on a more
detailed analysis of Polish-Ukrainian trade relations. Fu-
ture research should also embrace trade in commercial
services and FDI flows between Poland and Ukraine.
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