MEXAYHAPOJIHBIE HHTET'PAIIMOHHBIE IMPOLECCBHI

www.volsu.ru

YalmaevR.A., 2017

© Tolstel M.S., Russkova E.G

DOI: https://doi.org/10.15688/jvolsu3.2017.3.4

UDC 339.5
LBC65.5

REGIONAL ECONOMIC INTEGRATION
UNDER THE CONDITIONS OF GLOBALIZATION
(THE CASE OF THE EURASIAN ECONOMIC UNION (EAEU))

Marina S. Tolstel
Lomonosov Moscow State University, Moscow, Russian Federation

Elena G. Russkova
Volgograd State University, Volgograd, Russian Federation

Rustam A. Yalmaev
Chechen State University, Grozny, Russian Federation

Abstract. The process of globalization has significant influence on the national economies. Globalization
brings new possibilities as well as new challenges for all actors of the world economy, while the developing
supranational associations conduct a more sophisticated economic, social and structural policy, which allows both
to offset the negative effects of globalization, and to improve the competitiveness of its members.

The emergence of new international economic integration organizations predetermines the need to rethink
the patterns of developing the models of international integration processes, especially in the context of their
influence on the economies of member states under the conditions of globalization. The modern economics is not
yet able to determine the full effect of the integration processes for member states.

The analysis of the globalization’s indices dynamics (the KOF Index of Globalization, the DHL Global
Connectedness Index (GCI)) as the indicators of countries’ engagement into global economic processes, shows the
low level of regional economic integration and the mismatch of economic cycles and payment balance that impose
serious constraints to their further development. Economic studies show that the EAEU members do not receive
economic benefits from international integration due to many reasons, including the economic and political instability
in member states that creates barriers for future prosperity of the EAEU. Using the results of practical research into
regional integration problems, the authors analyze the ways to improve the situation and propose their own
solutions for the identified problems.

Thus, the aim of our paper is to describe the methodology for estimating the influence of regional integration
on the national economies’s development under the conditions of globalization (the case of the Eurasian Economic
Union (EAEU)); to present current economic situation of countries and to show consequences of their involvement
in integration processes for socio-economic development.
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(EAEU), economic development, economic growth.
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Annoranusi. [Iporecc robanu3aniy oka3bBaeT CYIECTBEHHOE BIMSIHUAE Ha SKOHOMHYECKOE Pa3BUTHE CTPAH.
[Ipu 3TOM 10GaNu3aIys MPUHOCHT KaK HOBBIC BOBMOKHOCTH, TaK U BBI30BBI IS BCEX CYOBEKTOB MHUPOBOM SKOHO-
MHKH, B TO BpeMs KaK CO3/1aBacMble HaIHAIIMOHAIBHBIE COIO3bI BEAYT OoJee CIOKHYI0 IKOHOMHUECKYIO, COIH-
aJBbHYIO M CTPYKTYPHYIO ITOJIUTHKY, KOTOpasl TIO3BOJISCT KaK CHU3UTh HETaTHBHOE BIMSHUC TI00aTU3alNH, TaK H
VITYYIIATh KOHKYPEHTOCIIOCOOHOCTh UX YIaCTHUKOB.

[osiBJICHHE HOBBIX MEXIyHAPOIHBIX SKOHOMUYECKUX HHTETPAIMOHHBIX 00bCIMHECHUI MPENONpeeIisieT He-
00XOMUMOCTh IEPEOCMBICIICHHUS 3aKOHOM EPHOCTEH pa3BUTHA MOIEIICH MEXKTyHAPOIHBIX 9KOHOMHICCKHX HHTErpa-
IUOHHBIX MPOIIECCOB, 0COOCHHO B KOHTEKCTE UX BIMSIHUSA Ha YKOHOMHKY CTPAaH-yJaCTHHII B YCIIOBHSX TT00aH3a-
un. CoBpeMeHHast )KOHOMHUUECKasl HayKa IToKa He CIOCOOHA ONPeeNTNTh MOMHBIH (KT 115l CTpaH-y4acTHUI] OT
peanu3aluy HHTErPAIMOHHBIX POIIECCOB.

Amnanu3 nuHaMuky uHaekcoB riodam3sarmu (KOF Munekca [mobamuszanuu, DHL Global Connectedness Index
(GCI)) xak mokasarelieii BOBJICUCHHS CTPAH B TNIO0ATBHBIC SKOHOMIUYECKHE ITPOIIECCHI TOKa3hIBACT HU3KUI YPOBCHB
PETHOHATBHOM SKOHOMHYECKOM HHTETPAIIUU U HECOOTBETCTBUE SKOHOMHUECKUX IIUKIIOB IIATSKHOMY OaJIaHCY, 4TO
CO3JIaeT Cepbe3HbIC OTPAaHUYCHHUS TATbHEHIIIEMY UX Pa3BUTHIO. DKOHOMHYCCKHE HCCIICIOBaHMS TOKA3BIBAIOT, YTO
yieHsl EADC He MoyJaroT SKOHOMHUECKUX BBITOI] OT MEXKIyHAPOTHON HHTETPAIMH [0 MHOTUM MTPHYHHAM, B TOM
YHCIIe YKOHOMUYECKasl ¥ TIOJIUTHUECKast HECTAOMIIBHOCTH B CTPaHaX-y4aCTHUKAX CO3MIAt0T Oaphepsl LT OYIyIero
pa3Butust EADC. OCHOBBIBAsCH Ha Pe3ylIbTaTax MPaKTUIECKOr0 UCCIIEIOBaHUS POOIEM perHOHAILHON HHTErpa-
UM, ABTOPBI aHATM3UPYIOT CIIOCOOBI YITYUIIICHUS CUTYAITUH U ITPEIararoT CBOU PEIICHUS BBISBICHHBIX TIPOOIIEM.

TaxuM 00pa3oM, [EIBIO CTATHU SABJISICTCS OMMCAHUE METOIOIOTHH OLICHKH BIIUSHHUS MPOIIECCOB PETHOHAIb-
HOU UHTErpaIiy Ha YKOHOMUYIECKOE Pa3BUTHE CTPAH-YUaCTHHIL B YCJIOBHSX ITo0amu3alu (Ha mpumepe Eppaswuiic-
KOr0 SKOHOMHUeCcKoro coro3a (EADC)), a Takke OllEHKA TEKYIIEro YPOBHSI KX COLUATBHO-IKOHOMHUYECKOTO pa3BH-
THUS U TIOCTICICTBUI BOBJICUCHHS B UHTETPAIIMOHHBIC ITPOIECCHI.

KiroueBble ci10Ba: 1100anmu3anys, peruoHaibHas SJKOHOMUYECKAsi HHTETPALs, SKOHOMHYCSCKHI TOTCHITHA,

EBpazuiickuii 5xoHOMuueckuii coro3 (EADC), skoHOMHYecKoe pa3BUTHE, SKOHOMUUYECKHUH POCT.

There are a lot of theoretical and empirical
works that focused on economic effects of
international economic integration for member
countries and the rest of the world as before (ex-
ante) or after (ex-post) their entry. They examines
the effect of integration on trade flows and
economic growth, the availability of convergence
of economic performance between member
countries, determine who is the most desirable
partner and what form these agreements are most
effective and preferred.

The main methods of quantitative analysis,
which can be evaluated positive negative effects of
integration affecting the country, region, industry in
a given country are: computable General and Partial
Equilibrium models (CGE) (allow to conduct
scenario-based evaluation of integration effects),
gravitational econometric model (allow to calculate
the impacts of integration, the potential for lack of
membership), the intersectional balance model,
different indexes (System of Indicators of Eurasian
Integration — the SIEI EBD).

As noted in Michalopoulos and Tarr works
[3, p. 127], the effects associated with growth,
it’s difficult to describe and even more difficult
to measure, this is because, unlike static, dynamic
effects are more complex. They arise for a
number of reasons, which usually divided into
two categories: 1) growth in output due to the
growth of factors of production; 2) inducing the
growth in total factor productivity due to the
acceleration of technological progress. As
sources of growth can also be a specialization,
economies of scale, the income convergence of
member countries, transfer of technology and
other factors. All this variety of causes through
which integration Association is able to affect
growth of the member countries, it’s hard to
grasp using only one model.

At the same time, the effects of integration
associations formation is not limited to the impact
on trade flows and production structure [1; 5];
they can be associated with the growth of
investment opportunities, increased competition,
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a deepening of specialization and cooperation,
transfer of knowledge and technology migration.

The main value of the estimates of the
effects of integration obtained by using
Computable General equilibrium models, is not
specific values, but in terms of impact on specific
economic indicators. Moreover, it shows that
among the economic indicators there is a clear
relationship and any change in economic policy
affects the elements of the economic system [4].

However, in recent years to analyze the
consequences of participation in regional trade
agreements dynamic General equilibrium models
are increasingly used. They have a number of
advantages, in particular, better assess the long
term effects. At the same time, it’s necessary to
take into account that the dynamic model is rather
complicated and not always possible to achieve
acceptable quality.

In the analysis of regional economic relations
and an assessment of potential of regional
integration there is the System of Indicators of
the Eurasian Integration (SIEI) EBD [10] which
acts as the instrument of monitoring and an
assessment of integration processes in the Former
Soviet Union and represents the complex system
consisting of the indexes covering various aspects
of economic and social integration.

The authors propose a methodology for
assessing the impact of multilevel economic
integration within the Eurasian Economic Union
on the socio-economic development of the
participating countries on the basis of integral index,
based on the identification, evaluation and
prediction of the influence of factors external and
internal environment on the changing economic
potential of the participants of the integration
association.

The basis for the evaluation of factors of
economic potential became a set of indicators,
divided into five groups and included in the
proposed model: 1) the indicators of the factors
of production; 2) the indicators of the competitive
environment; 3) the indicators for assessing
transboundary movement of goods and services
(evaluation of external and mutual trade, the
analysis of the turnover of the services (the
indicators of mutual trade, which characterize
quantitative and qualitative parameters of trade
flows among countries of the integration group;
their impact on economic development; status of
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the industrial sector of the countries of the
EAEU)); 4) the indicators of financial and
investment potential; 5) the indicators of social
well-being. Estimation of their values is based on
the use of the index method to assess the
relationship of various elements of the economic
system. The calculated indices included in the
aggregate model estimates the realization of the
EAEU countries economic potential [6, p. 796].

The proposed model is based on the
assumption that only systemic development
factors and conditions of economic and social
activity capable of creating a high level of
economic potential development. The development
of one of these components will not ensure the
achievement of economic synergies in the process
of Eurasian integration.

It’s important to determine key performance
indicators and their target values (given
macroeconomic conditions, and synergy of
integration association).

The level of EAEU members’ economic
potential integral indicator (EPR) is calculated as

follows:
n 2

where p, — a normalized value of i-indicator; d, — a
weighting factor (set by expert on the basis of the
influence of this indicator on economic potential
integration association member).

Normalized values of indicators influencing
the economic potential of the countries
participating in the EAEU are calculated by the
formulas (2) and (3) for indicators showing
respectively the direct effect (the increase in
dynamics is considered as a positive trend) and
reverse effect (decrease of values in dynamics —
positive trend):

pi=1-—, (2)
n
x

=1, ©)
x

where x — an actual value of i-indicator; x, — a target
value of i-indicator; p, — a normalized value of i-
indicator.

Depending on the value of the integral
indicator, the authors list the following levels of
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the economic potential of the countries
participating in the EAEU:

1) [1,00—o0) — high;

2)[0,50-1,00) — average;

3)[0,20-0,50) — low;

4)[0,00-0,20) — critical.

The level of economic potential of the EAEU
countries is considered to be high in the case
where their activities are characterized by stable
growth of indicators of the five selected groups,
optimal conditions for cross border movement of
goods, services and factors of production, high
level of openness of national economies of the
Eurasian Economic Union, a sufficient degree of
financial sources of economy growth.

The average level of the economic potential
of the EAEU countries presupposes stable values
of the factors of production, competition and social
welfare at high trade potential, but also a sufficient
degree of availability of financial resources. There
is a possibility of increasing the level to high due
to creating competitive environment, increasing
financial and investment potential. Special attention
should be given to improving the indicators of social
well-being. Time spent on improving the economic
potential of high can be 1-3 years.

Under the low economic potential of the
countries participating in the EAEU is defined as
the condition in which the values of the indicators of
economic potential’s factors don’t reach their target
values. If the value of the integral index is closer to
the lower boundary of the interval [0,20-0,50), the
potential increase in the level of economic potential
is not clear, the upper bound shows the existence of
the possibility of its increase to the average level.

The level of economic potential of the
countries participating in the EAEU is regarded
as critical in the case when the violated treaty,
the EAEU values of macroeconomic indicators
determining the sustainability of economic
development of EAEU member [6, p. 798].

The EAEU is established for the purpose of
comprehensive modernization, cooperation and
increase of national economies competitiveness and
the creation of conditions for stable development
in the interests of raising the population living
standards through the integration of scientific-
technical, production, labor and financial resources.

First at the institutional level, the distinctive
features of the Eurasian integration emerged
through the practices of the Customs Union that

inspired the creation of a Common market of
goods. The EU experience and other economic
integration organizations has allowed in the
creation of the EAEU (or EurAsEC, the parent
structure of integration), the Customs Union and
the CES to formulate and apply a number of new
methodological solutions, which include:

1) the new model of economic regulation
institutions in the integration structures, effectively
combining the definition of the interstate goals,
supranational forms of decision-making and
intergovernmental procedures for their preparation;

2) the series-parallel creation of regional
economic blocs, i.e. the passage of each next phase
of integration coincides with the development and
adoption of normative-legal provision of subsequent
and previous institutionalization;

3) the application of the multi-speed and
multilevel integration mechanism, which allows each
member, in consultation with partners to shape
strategy participation in the integration processes,
taking into account the uneven economic
development of the EAEU countries, complemented
their economic potential [7, p. 31-32].

In addition, a distinctive feature of Eurasian
integration is a key role of the Russian Federation
as an economically and historically dominant
country. The share of Russia accounts for 87,6 %
of the economic potential, 78,4 % of the population
and 83,9 % of the territory formed the Eurasian
Economic Union. In the free trade zone within
the CIS Russia accounts for 78,3 % of total GDP,
53,2 % of the population and 79,3 % of the
territory. This creates both advantages and
difficulties in the EAEU formation [7, p. 30].

As shown by the analysis of the impact of
different economic integration levels within the
Eurasian economic Union on the socio-economic
development of the participating countries, the
potential for enhancing the economic effect of
integration remains significant [6, p. 797-798]. It
will increase due to the growth of mutual trade -
its share remains significantly lower than in the
EU and other regional associations, and through
deepening integration, with the creation of the
EAEU will cover not only market of goods but
also the services market, labour and capital, which
requires an appropriate institutional support.

The analysis of the globalization’s indexes
dynamics (the KOF Index of Globalization, the
DHL Global Connectedness Index (GCI)) as the
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country engagement metrics into global economic
processes shows that the low level of regional
economic integration and the mismatch of
economic cycles and balance of payments impose
on the process of serious constraints (tab. 1).
Economic studies show that the EAEU members
do not receive economic benefits from
international integration because of many reasons,
especially economic and political instability makes
barriers for future prosperity of the EAEU.
Table 1 clearly shows that the EAEU
member countries were not expected to be the
top-ranked country in terms of overall global
connectedness. In spite of this fact the Global
Connectedness Score of the EAEU member
countries is constant over the long-term, over the
period 20052013 it ranged from 2 to 10 per cent.
This current economic marginality is caused by
various reasons, such as natural conditions, history,
development after USSR (connected with
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economic instability). Due to various
consequences — internal as well as external — since
the 2013th economic situation has been improving,
this could lead to the growth of the Global
Connectedness Score in the future. However, it
is necessary to say that the Global Connectedness
Rank (out of 140 countries) for all the EAEU
members is still very low.

The current KOF Globalization Index reflects
the extent of economic, social and political globalization
in 2013. According to the Index, the degree of
globalization in 2013 increased very little compared to
the preceding year. While the Index continued to
stagnate in the industrialised countries, Eastern Europe
and the Asian and Pacific regions recorded a rise.

What about the EAEU members (fig. 1),
the biggest climbers in the overall index in 2013
were Armenia (+1,87), Kyrgyz Republic (+1,63).
Substantial setbacks were recorded by
Kazakhstan (—17 ranks).

Table 1

Global Connectedness Index: Values of the EAEU Members Indicators (2005-2013)

Count Global Connectedness Score (0-100)
Y 2005 [ 2006 | 2007 | 2008 2009 2010 2011 2012 | 2013
Armenia 35 33 35 39 42 43 45 44 44
Belarus 30 30 31 31 32 33 36 36 37
Kazakhstan 48 48 53 52 49 50 52 53 48
Kyrgyz Republic 27 29 29 32 24 22 23 24 26
Russian Federation 43 45 41 42 44 44 44 43 44
Source: [2].
75,00
70,00 - __o—a—0
65,00
—— Armenia
60,00 e Belarus
= Kazakhstan
55,00 | ===Kyrgyz Republic
—0—Russia
50,00
45,00 -
40,00 | : : : : . . : . l |
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Fig. 1. The KOF Index of Globalization: the EAEU countries’ review (period 2003—2013)

Source: [9].
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According to the Index, the Russian degree
of globalization increased very little compared to
the preceding year. But we expect the index
growth in the near future for the EAEU members.

Table 2 shows changes in the positions of
The GCI ranking. The situation is similar.
According to the Index, the EAEU countries’
competitiveness increased very little compared to
the preceding year. At the time of writing, the
Russian economy continues to face many deeply
rooted challenges that will have to be addressed
for the country to strengthen its competitiveness.
It is reflected not only on the Russian economy,
but also on the EAEU economies, instantly
depriving them long-term growth potential.

Thus, the level of financial and investment
competitiveness of the EAEU countries is not
homogeneous, different levels of investment potential
development (the acceptable level can be considered
the Russian investment resources, provided the
redirection to the domestic market or the market of
the EAEU partners) that predetermines the need to
increase and diversify the sources of investment
resources. This requires the accelerated format of
the regulatory mechanisms of the common financial
market of the EAEU, the development of
supplemental incentives to spur domestic investors.
It will also contribute to the stabilization and increase
of regulation efficiency of the EAEU currency
market.

As shown by the analysis of the impact of
different economic integration levels within the
Eurasian Economic Union on the socio-economic
development of the participating countries, the
potential for enhancing the economic effect of
integration remains significant. It will increase due

to the growth of mutual trade — its share remains
significantly lower than in the EU and other
regional associations, and through deepening
integration, with the creation of the EAEU will
cover not only market of goods but also the
services market, labour and capital, which requires
an appropriate institutional support.

The expansion of the economic space greatly
increases the potential of existing opportunities,
which dramatically enhances the effect of the
mentioned factors, differentiating and increasing
their variability, this is especially important under
the conditions of global instability. Industrial and
trade policies of the EAEU countries must meet
the basic requirements and principles of national
security of each participating countries and
integration associations in general. Currently not
yet developed a systematic approach to this
problem, there is no comprehensive picture of the
industrial, trade policies and policies aimed at
ensuring national, including economic, security on
a consistent basis.
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