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IMPLEMENTACIA METOD MAKROEKONOMICKEJ ANALYZY
NA TRH S POCNOHOSPODARSKYMI VYROBKAMY V EUROPSKEJ
UNII

METHOD FOR IMPLEMENTING THE MACROECONOMIC
ANALYSIS OF THE AGRICULTURAL MARKET OF THE EUROPEAN
UNION

Tetiana Kaminska !, Ihor Okhrimenko?, Natalia Wasilewska®

Tento  clanok  zdovodnuje  potrebu  makroekonomickej  analyzy
polnohospodarskeho  trhu  Eurdopskej tnie. Vymedzuje teoretické
a metodologické pristupy k makroekonomickej analyze a naznacuje moznosti
jej implementacie. Navrhuje algoritmus vykonavania a kritéria na hodnotenie
trovne formovania polnohospodarskeho trhu. Clanok poukazuje na to, Ze
makroekonomické analyza agrarneho trhu by sa mala zacat’ analyzou jeho
formovania. Nastrojom takejto analyzy bude zistit' integritu zloziek
polnohospodarskeho trhu. Druhou fazou bude analyza fungovania
pol'nohospodarskeho trhu. Vykondva sa urenim efektivnosti trhu, ktory plni
svoje hlavné funkcie.

Klucové slova: makroekonomicka analyza, pol'nohospodarsky trh, trhové
funkcie, trhové subsystémy

The article substantiates the need for a macroeconomic analysis of the
agricultural market of the European Union. Theoretical and methodological
approaches to such an analysis are determined and the directions of its
implementation are indicated. An algorithm of implementation and criteria
for assessing the level of the agricultural market formation are proposed.
During the process of the research it was found that the macroeconomic
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analysis of the agrarian market should start with the analysis of its formation.
The instrument of such analysis will be to establish the integrity of the
constituents of the agricultural market. The second stage of the analysis will
be an analysis of the functioning of the agricultural market. It is carried out
by determining the effectiveness of the market performing its main functions.
Key words: macroeconomic analysis, agricultural market, market functions,
market subsystems

JEL: L11, N14, N5

1 INTRODUCTION

Social orientation of the current agricultural policy of the European Union is
embodied in the complete provision of the population with food products in the
necessary assortment and at affordable prices. World practice has long confirmed and
continues to confirm on all continents the possibility of an exhaustive solution to this
problem on the basis of the market version of the public production organization. The
United States and the European Union countries have now achieved self-sufficiency in
food products and export them outside their territories. The agricultural sectors of
China (Pan 2012), many African countries, Australia and New Zealand are growing
production rapidly. Therefore, the course of the countries of Eastern Europe towards
the transition from an administrative-command to a market economic system at the end
of the last century was quite justified and lawful. It should contribute to their formation
as social states, primarily in terms of a comprehensive solution to the food problem.

However, many difficulties arose in this course in many countries — Poland,
the Czech Republic, Slovakia, Hungary, Romania, Bulgaria, and others (Roemer and
Jones 1991). So, the per capita consumption of the most biologically complete food
products of animal origin — meat, milk, eggs, fish — first decreased to 40-60% of
scientifically based norms. Although the total calorie content of the daily diet was
provided at the highest level — more than 90% of physiological norms, but mainly due
to the products of plant origin. Vitamin deficiency was also significant. This
unsatisfactory situation was due to the fact that, firstly, there was a drop in agricultural
production in all countries of Central and Eastern Europe, which took a course on
reform, and the pace of its recovery is quite slow (Graham and Dodd 2009).

The administrative-command levers of managing the agricultural sector in
these countries were completely dismantled, so there was every reason to hold the
agricultural market, as the successor to the former administrative vertical, liable for the
emergence of the food problem. Today, all those countries that have joined the
European Union have already resolved the issue of food security, however, the modern
market, including the agricultural one, constantly needs modern methods of its
organization and management. How to achieve this can be shown by a thorough
analysis of the market, which naturally gives rise to the need for its in-depth study.

Over the years of the European Union existence, scientific thought in the field
of economic analysis has not stood still. The arsenal of analysis types (managerial,
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strategic, financial, etc.) and methods (CVP-analysis, SWOT-analysis, cluster analysis,
cost-benefit analysis, etc.) was substantially expanded by the forces of scientists from
educational institutions (Leathem 2015). However, its new macroeconomic object —
the agricultural market - remained deprived of the researchers attention. Partially this
issue was taken up by government officials, who often for the new members of the
European Union chose the ideology of state non-interference in the market processes.
Thus, we can state that there is still practically no generally accepted methodology for
macroeconomic analysis of the agricultural market in the European Union, which
requires at least a study of its theoretical foundations.

Accordingly, the purpose of our study, which can only partially be presented in
the framework of this article, given its volume, is to develop the theoretical
foundations and a set of logical and technical and economic calculation methods for
macroeconomic analysis of the state of the agricultural market of such a global entity
as the European Union.

2 DEFINITION OF THE AGRICULTURAL MARKET
The initial methodological provision of the agricultural market analysis is the

recognition of its leading role in solving the fundamental problems of social and
economic development of the European Union and creation of civil society. If we talk
about the countries of Central and Eastern Europe, then as a component of the market
economic system, the agricultural market naturally replaced the centrally regulated
economy, or rather returned after many decades of its undivided dominance
(Gudzynskiy 2015). The years of the administrative-command system existence were
enough only to demonstrate its inability to progressive self-development on its own
basis, and the numerous attempts to reform within the socialist choice framework just
emphasized more clearly its futility. However, the cardinal transformation of the
economic system does not mean a change in the fundamental guidelines of social
development, social goals and priorities of civil society. Moreover, the market is the
successor of those public institutions that proclaimed the highest value of a person and
decent living conditions for a person. The market changes only the means of solving
these humanitarian tasks. It creates the basis and consolidates the real steps of
democratizing social relations by creating reliable prerequisites for the manifestation of
economic interests on a private basis. Private ownership of results and means of
production stimulates and strengthens the economic independence of producers as
independent, full citizens. Finally, a return to the market foundations of the economy
functioning was a prerequisite for the inclusion of many countries of Central and
Eastern Europe in world economic relations, their entry into international associations,
unions, conventions and agreements (Gribaudo 2014).

Such a multifaceted role of the market, including the agricultural one, cannot
manifest itself automatically. Fortunately, the European Union has long ago abandoned
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hopes for "market automation" and therefore the positive opportunities, the
constructive potential of the market as an economic system can manifest itself fully.
However, how complete this manifestation is must still be investigated. For this,
a macroeconomic analysis of the agricultural market of the European Union as
a socially important component of its economy, is required.

Analysis is a word of Greek origin and in the general theoretical sense means
an independent universal direction of cognition, based on the decomposition, division
of the studied material or intangible object (process, phenomenon, event, etc.) into its
component parts, the study of each of them separately and in relation, finding out the
causes and consequences of informationally accessible quantitative and qualitative
changes under observation. In the context of place in the rational management, analysis
acts as a means of substantiating managerial decisions. The more detailed and accurate
the analytical conclusions are formulated, the more accurate and effective the
management will be. The above fully applies to such a complex management object as
the agricultural market.

It is recommended to start its analysis with the wording of a comprehensive
and complete definition of the agricultural market. Thanks to this, we obtain an
adequate integral characteristic of the analysis object and, on this basis, we carry out its
division, the allocation of individual components for the corresponding analytical
actions. The task of the perfect definition of the agricultural market is to separate,
highlight the analysis object among the colossal diversity, the inexhaustible variety of
phenomena and processes of the surrounding being, create a general idea of its nature
and purpose.

The agricultural market is a part of the so-called commodity market, which
sells industrial and consumer goods. Therefore, one could use the definition of the
market in the broader sense of the word. However, the market definitions available in
the specialized literature regard it as a place of trade, a sphere of exchange, a means of
exchanging goods or services, that is, as a passive or even technical, secondary element
of the economic system, which contrasts with real life sharply. The times when the
market only served production have long gone and now very the market determines
what to produce, for whom and in what volumes. Existing market definitions, if
applied to the agricultural market, do not create the proper methodological base for
either analysis or effective management.

We recommend the following definition of the agricultural market: "The
agricultural market is a system of institutions, methods and resources for the
implementation of exchange processes, the task of which is to coordinate and manage
agricultural production in order to ensure food security and satisfy consumer needs of
citizens."

This definition reflects much more fully one of the most significant features of
the market economic system, which is that the decision to allocate resources and
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production is made on the basis of prices arising in the process of voluntary exchange
between producers, consumers and owners of production factors (Pearce 2010, p. 456).
Market prices are not a technical element in the implementation of exchange processes,
but a means of managing production. Market prices are generated by the market,
agricultural and food prices by the agricultural market. That is why it is legitimate to
consider it an active coordinating and managing factor of all agricultural production.

3 FIRST STAGE OF THE AGRICULTURAL MARKET ANALYSIS
Understanding the agricultural market as a system is the second distinctive and

cardinal feature of the above definition. The system is the antipode of the mechanical
aggregate. The systemic nature of the agricultural market allows us to recommend
a two-stage scheme or sequence of its macroeconomic analysis. The first stage is an
analysis of its formation, the second — its functioning.

Formation of the agricultural market in the systemic sense means its
organization, that is, creation of a holistic system of the agricultural market from the
necessary components. They can be distinguished by many characteristics, the most
important of which are:

1) The nature of participation in the system formation;
2) Product;
3) Role.

According to the first characteristic, within the agricultural market system as
a whole a system-forming element and subsystems should be distinguished. A system-
forming element is one of the subsystems that, in addition to its own tasks, also
performs the task of a system-forming element. The system-forming element of the
modern agricultural market is effective demand.

According to the second characteristic, the agricultural market as an integral
object of management must be structured into separate product markets (sectors), in
which one or several products with the same marketing properties are the subject of
sale. Role characteristic applies primarily to an individual food market. There are two
main role characteristics:

1) Form of trade (wholesale, retail) ;
2) Construction of the food market — atomistic or bipolar.

Relationship of the agricultural market with its state regulation should be
considered separately. It seems to be outside the market and bears no relation to its
composition. However, such an assessment is too superficial. In fact, the levers of state
regulation are used to normalize the state of the agricultural market, stabilize its
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parameters within socially reasonable limits (Kasianov 2017). This problem can be
solved by the market itself, but market mechanisms sometimes do not work and then
the levers of state regulation are turned on. In addition, the impact on the market is
carried out using mainly market instruments — prices and sales volumes. From these
positions, state regulation can be considered as a guarantee that market self-regulation
will not “fail”, will work reliably and will ensure its functioning in the interests of the
whole society. Therefore, it is recommended to consider state regulation of the
agricultural market as one of its role components.

In theoretical terms, special attention should be paid to the territorial
characteristic of the agricultural market components classification. In modern
economic literature and economic practice, the term "regional market" or the
agricultural market of a single country as a territorial unit is often used. Numerous
attempts have been made to regionalize even markets for certain types of agricultural
products (Fruit juices, with special reference to citrus and tropical fruit juices: A study
of the world market 1991). In our opinion, the regionalization of the agricultural
market, the allocation of its regional components as purely territorial, is theoretically
unlawful. The market is an open system that exchanges matter, energy and information
with the environment. Even the allocation of internal and external agricultural market
is rather arbitrary. The globalization of the economy is also the globalization of the
market. The territorial borders of countries and administrative units within them can
turn into an obstacle to the movement of goods only as a result of artificial measures of
an non-economic nature, that is, administrative ones. Real world practice is developing
in a diametrically opposite direction — formation of interstate unions. After all, the
fundamental property of the market is competition — the driving force of a market
economic system. To create a regional market means to close, isolate the exchange
processes within the framework of a separate territory and limit competitive relations
with the same framework. Such tasks were sometimes set only by individual countries
and for a limited period. For example, after World War II, Japan did not open its rice
market for a long time, protecting its producer from external competition (Tietz 1990).
Attempts to localize territorial markets, for example, of milk or grain, by prohibiting
their export outside the country, are purely administrative in nature and cannot be
regarded as a natural process for the formation of regional markets. On the contrary,
the logical process is the formation of a single supranational agricultural market,
ensuring the development of competitive relations throughout the European Union and
the fullest possible inclusion in world economic relations. So, the territorial
classification, regionalization of the agricultural market is unlawful in theoretical and
inappropriate in practical terms. The object of analysis may not be territorial regions,
but only territorial features of production or marketing of products.

As already noted, the first subsystem and at the same time system-forming
element of the agricultural market is solvent demand. Absolute and relative indicators
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of its characteristics are the absolute size of the population’s income and its dynamics,
per capita size, sufficiency to provide food for the population according to
scientifically based standards, territorial and group differentiation.

The source of statistical information for the study and analysis of the outlined
range of issues may be data on the so-called disposable incomes of the population.
Their composition should include the maximum amount of cash income that is
intended for use by households to purchase consumer goods and pay for services.
These include wages, profits, mixed income, property income balances, social
assistance, other cash transfers received, other than those paid, in particular current
taxes on income and property. The statistical expression of solvent demand can also be
the population’s cash income, that is, the receipt of money by the population in the
form of wages to all categories of workers, pensions, property income, scholarships
and various benefits, income from the sale of agricultural products and the like.

As the analysis shows, over the past ten years, the solvent demand of the
European Union population has been constantly growing. However, the absolute
amount of disposable incomes cannot be equated with the volume of solvent demand,
since these incomes are only a source of demand. Only part of the income is spent for
the purchase of food products.

An important subject of analysis of solvent demand is its differentiation by
territory and population groups. We can take the national value of the disposable
incomes per capita over the past year or several years as a territorial indicator of the
amount of solvent demand. The analysis can also include the average monthly nominal
wage for EU countries.

The most correct characteristic of the territorial fluctuations of disposable
incomes and wages is the coefficient of variation, that is, the percentage of the ratio of
the mean square deviation of the variation series to the average value. The following
interpretation of the variation coefficient values is given in the specialized literature. If
it does not exceed 5%, the variation is considered to be weak, the coefficient value
from 6 to 10% indicates moderate variation, from 10 to 20% — significant, from 21% to
50% — large, and more than 50% — very large variation. In our example, the obtained
values of the variation coefficient indicate a significant regional variation in disposable
incomes and a large variation in the monthly wages of employees in various EU
countries. The diversity of population groups is also quite large in terms of the cost per
person and the amount of food consumption caused by them. Thus, the solvent demand
of the European Union population as a system-forming element of the agricultural
market is characterized by significant differentiation by countries and population
groups.

The materials for analyzing the process of food market personification are
official documents on the creation and tasks of organizations and institutions of this
profile. The method of analysis is comparison.
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Countries from different continents use different models of food market
personification. In Canada, for example, the grain market of the Prairie Provinces
personifies the state Canadian Wheat Board. It has a monopoly on trading. Australia’s
grain market is personified on similar principles. The body of the grain market
personification and at the same time of its state regulation is the Australian Wheat
Board, which is the only legitimate organization for the sale of wheat in the domestic
and foreign markets. In its activities, it is guided by five-year wheat market
stabilization programs, which in Australia have the force of law.

The creation of the National Intersectoral Directorate of Grain Management in
France was peculiar. This was the result of the leading major grain producers merger
with the banking companies that financed them. This country has provided an example
of personification, organization and management of food sectors of the agricultural
market on an intersectoral basis.

So, the alternative is to choose either purely state or interprofessional
institutions and organizations for food markets personification. In our opinion, in the
context of the EU’s course on the democratic foundations of state formation, the so-
called interprofessional approach should be given an unconditional advantage in
choosing the method of personifying the food sectors of the agricultural market, which
provides for wide opportunities for the participation in the organization and
management of food markets of its operators from the supply (agricultural producers)
and from the demand side (processing enterprises, sometimes trade).

Information on the availability of exchanges, wholesale food markets, city
markets, shops and other retail establishments, company stores of agricultural and
processing enterprises serves as a material for analyzing the market environment
provision with the market infrastructure elements. With some reservations, agricultural
trading houses and marketing cooperatives may be included in the market
infrastructure. The fact is that they perform mainly the functions of concentration of
the supply and actually act as operators of the agricultural market on the supply side.
After all, the main function of trading houses and marketing cooperatives is the sale of
products, and not the organization of the interaction of supply and demand. Such an
expansion of functions is possible, but exchanges and wholesale food markets perform
this function no less successfully. Since the subject of analysis regarding the market
infrastructure is the sufficiency of the market provision with its individual elements, in
addition to data on these elements, it is necessary to have information about
"market-infrastructural" needs. However, this aspect of the analysis of the institutional
and legal prerequisites for organizing the agricultural market is only in its infancy.
“Market-infrastructural needs” (conditional term) are determined by two main factors:

1) The physical volumes of the products offered for sale;
2) Market culture of operators.
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It is far from easy to reveal the extent of the first factor in modern conditions
of the EU. Indeed, a significant part of agricultural products from the production
sphere falls into the sphere of final consumption outside the sphere of exchange. First
of all, this is a part of the products of personal households of the population, which is
not used as commodity and is consumed as food at the place of production by the
producers themselves. Secondly, this is another part of the product, which is also used
at the place of production as feed for producers' own productive animals. The listed
components of gross agricultural production do not fall into the sphere of exchange
and do not need any market infrastructure. This also applies to that part of crop and
livestock products used at the place of production by the producers themselves as raw
materials for industrial processing and further marketing in processed form.

So, theoretically, the constituent parts of the agricultural market and at the
same time its subsystems and objects of analysis should be: effective demand
(system-forming element), food markets (sectors), channels and prices of wholesale
and retail sales of agricultural products and food, presence or absence of integration of
the market operators on the supply side, institutions, methods and scope of state
regulation of the market processes. The first stage of macroeconomic analysis of the
agricultural market is the analysis of its formation, that is, the level of completion of its
subsystems formation.

4 SECOND STAGE OF THE AGRICULTURAL MARKET ANALYSIS

The second stage of the analysis is the analysis of the agricultural market
functioning. The content of this stage is to determine the completeness of performance
by the market of its functions. The effectiveness of the agricultural market functioning
depends on this. The term "market functions" means a list of the tasks the market
performs and the goals achieved with its help. Given the above understanding of the
agricultural market functions and their interpretation in the specialized literature, the
following list is recommended: social, identifying market prices, stimulating, selective,
coordination and management.

The social function of the agricultural market is the most important and it is
advisable to consider it as effective. The agricultural market should provide the
population with the proper amount of food and industrial agricultural products, primary
goods and basic necessities — clothes and shoes. The ability to purchase goods at
affordable prices is also important.

Accordingly, the subject of analysis in this case is the food products
consumption per capita per year in dynamics in comparison with accepted standards.

However, when concluding that the agricultural market has insufficiently
performed its social function, it would be incorrect to shift on it all responsibility for
this. Indeed, two factors directly affect the size of per capita consumption of the food
products:
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1) Incomes of the population and the purchasing power of consumers;
2) Availability of a sufficient volume of goods on sale.

Clarification of the reasons for the insufficient fulfillment by the agricultural
market of its social function requires an analysis of national labor markets and is
beyond the scope of this article. Within its framework, it is necessary and expedient to
qualitatively recognize, firstly, the role of the agricultural market in formation of
volumes of the agricultural products and food production as a source of commodity
supply. Secondly, the logical continuation of the analysis should be the analysis of
price signals that the agricultural market generated, and how they stimulated the
increase in production by market operators on the supply side and whether these
signals ensured the dominance on the market arena of the best producers that could
provide consumers with cheap products. In other words, we need an analysis of the
fulfillment by the agricultural market of its remaining functions: identifying market
prices that are stimulating, selective, that is, how effective and efficient were the
financial and economic mechanisms of the agricultural market.

The second one - identification of market prices — means generation of market
prices for agricultural products and food as prices that are formed solely under the
influence of supply and demand, balanced market prices. This task rests with the
market infrastructure. It is a functional subsystem of the agricultural market, its
functional component and reflects the features of implementation of exchange
operations, trade in agricultural products and food. Along with the generation of
market prices, it must also fulfill the technical and economic task of contributing to the
so-called commodity promotion, that is, the movement of commodity masses from
producer to consumer. The physical market infrastructure includes a system of
enterprises of various organizational and legal forms, which act as an arena for the
physical interaction of buyers and sellers, supply and demand. Depending on the
specific characteristics of individual goods as objects of exchange, such elements of
market infrastructure are used: commodity and futures exchanges, wholesale and food
markets, fairs, auctions, city markets, shops, stalls, tents. The development of
electronic commerce with the use of specialized information systems as elements of
market infrastructure is becoming increasingly widespread.

Stimulating function means encouraging the production of goods that the
consumer needs. Another form of its manifestation is the determination of the degree
of social necessity and the significance of the goods produced.

Profit (absolute indicator) and profitability (relative indicator) can be an
indicator of the completeness of the manifestation by the agricultural market of its
stimulating function in relation to producers (market operators on the supply side).
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An analysis of this information indicates a significant territorial diversity of
profitability. Therefore, it is advisable to analyze the zonal features of the agricultural
production profitability formation.

At the end of this part of the analysis, the “attitude” of the agricultural market
to various products should be analyzed from the point of view of ensuring equal
profitability. Such an analysis shows that in terms of the level of profitability, the
stimulating function of the agricultural market in relation to various products is
manifested selectively — crop production as a whole is more profitable than cattle
breeding.

Selective function is performed through competition. It means that through the
action of objective economic laws (supply and demand) with the help of competitive
levers, the market selects efficient operators on the supply side. Only those who can
offer the consumer a successful combination of price and quality will be able to
withstand market competition.

Direct evidence of the effect of the selective function and material for
analyzing the completeness of its manifestation could be information about the
cessation of the activities of inefficient market operators, their bankruptcy and the
transfer of property to efficient producers. However, the change of ownership of land
and property is an extreme manifestation of competitive relations. It would be
sufficient to transfer the defeated in the competition to the sphere of influence of
effective management. It is almost impossible to find such data in official statistics.

Therefore, when analyzing the fulfillment by the agricultural market of its
selective function, it is advisable to use indirect evidence of the market's attitude to
economic units with a lower relatively average level of production efficiency. In
particular, if the variation in performance indicators over time is growing, then this can
be interpreted as an indifferent attitude of the agricultural market to the final
consequences of managing, its low exactingness to high economic results of competing
entities.

Coordination and management function means ensuring compliance with the
help of purely market levers of the desired proportions in the volumes of production
and marketing of agricultural products and food within the country's agro-industrial
complex, taking into account foreign economic relations. The agricultural market does
not fulfill this function in full and therefore is supplemented by state regulation.

Thus, the second stage of the analysis cannot be considered solely an analysis
of the agricultural market functioning. Partially at this stage, the analysis of its
formation in terms of the market infrastructure continues. Therefore, the characteristics
of the analytical process content and sequence can be slightly changed as follows.
The first stage is an analysis of the formation of the market process static components
in the form of enterprises, institutions and special-purpose organizations
(personification of food markets, integration of producers, market infrastructure, state
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regulatory institutions), the second is an analysis of the static components functioning
as the functioning of the agricultural market. This option implements more consistently
the system organization scheme as a sequential construction of three models —
taxonometric, structural and dynamic. The first includes a simple list of elements of the
created system, its components, subsystems. The second involves the quantitative
determination of the volumes and sizes of each element in the created system. The key
role here belongs to the system-forming element, the dimensions of which determine
the size of the subsystems. The third characterizes the system in action, in the process
of functioning.

5 MODEL APPROACH

The theoretical aspects of the analytical estimates formation deserve special
attention. Generalization, the results of analytical work should be formulated in the
form of analytical estimates. A simple statement of any changes in the dynamics or
structure of a process is not enough to substantiate management decisions; estimates
are needed (Erdemoglu 2014). In turn, the analytical estimates should have a certain
base, a comparison with which allows formulating an analytical conclusion. To
analyze the activities at the national level — at the level of a particular country — three
options of analytical estimates bases are used — plan (program), last year, neighboring
comparable country. The nature of the bases at the national level can be transferred to
the macroeconomic level with certain changes and refinements. So, the agricultural
market of the European Union can be compared with the markets of other
supranational entities. There are no fundamental obstacles to comparing partial or
general results of the agricultural market functioning in the current year with similar
results of the previous year, etc. However, in the macroeconomic analysis of the
agricultural market, the most important is the first stage, that is, an analysis of its
formation (in terms of a systematic approach — organization). An incompletely formed
market will inevitably be imperfect in the process of functioning. However, to assess
the progress of both the intermediate (partial) and final (generalizing, cumulative)
results of the agricultural market functioning, appropriate bases of analytical estimates
are needed. Dynamic (year after year) and territorial (country with a country) solve this
problem only partially. Therefore, for a macroeconomic analysis of the European
Union agricultural market formation, it is recommended to use specially developed
analytical estimates databases in the form of reference models. The model, as you
know, is a simplified copy of the original, which reproduces its most significant
features.

The model approach has long been known in the world economic literature.
Back in the middle of the last century, it could be read that the reason for the
limitations of comparative analysis is the insufficient amount of data that would be the
basis for comparison. This drawback can be partially solved by the so-called fictitious
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economic systems, that is, production models (Altetmar 1969, p. 82-83). That is, the
quoted work of the West German economist offers the model approach in the pure
form for microeconomic analysis.

Models of individual subsystems of the agricultural market as a base of
analytical estimates can rightly be called reference ones. For the analysis of market
formation, these are static organizational reference models. For the initial stage of the
analysis of the agricultural market formation, it is rightfully to limit ourselves to
descriptive models, which will gradually turn into economic and mathematical models
as the scientific foundations of this area of analysis deepen. The content of the
description of static organizational reference models should be, firstly, a statement of
the need for a specific subsystem of the agricultural market and, secondly,
a description of the purpose (role). The description of the functional reference models
that will be used in the analysis of the market functioning should include the name of
the functions and a list of social and economic problems or tasks to which it is
directed.

Not that in this version of their presentation there is a discrepancy between
individual positions with generally accepted ideas regarding the agricultural market.
This applies to the subsystems of personification of food markets, market
infrastructure, bipolarization of the agricultural market and its selective and
coordination and management functions.

Therefore, we consider it necessary to give some reasoning in defense of our
recommendations. Neither in legislation, nor in economic practice, the issue of food
markets personification has been developed sufficiently. At the same time, the
experience of many developed countries shows the feasibility of such steps, since this
creates the prerequisites for creating a lever to counteract the market element —
centralized management of strategically important markets or even product
sub-complexes (Larina 2018). It becomes possible to ensure the use of positive
constructive motivational properties of the market with the organizing potential of
centralized management. It would be short-sighted to ignore the advantages of such
a path for the European Union as a whole.

In the literature, there is often too broad interpretation of the content of market
infrastructure up to identifying it with the infrastructure of the entire national or
supranational economy: communication lines, transport, communications, etc
(Hartwig 2015). For sure, the agricultural market is within the scope of the overall
infrastructure of the economy. However, the purpose of highlighting precisely the
“agricultural market infrastructure” allows focusing on the main driving levers of the
market organization of social production — market prices. Therefore, even if the
author’s understanding of market infrastructure does not coincide with the generally
accepted one, the authors consider it appropriate to distinguish this subsystem as part
of the agricultural market. Also, the idea of the agricultural market bipolarization and
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the feasibility of vertical integration as a means of realizing the bipolar construction of
a market environment did not receive universal recognition. The authors consider this
idea to be consistent with international experience and therefore productive, and the
distinguishing of a separate subsystem to be justified.

Regarding the functions of the agricultural market, selective one deserves
more attention. Very this function embodies the mechanisms of self-development and
self-improvement of production using the fundamental idea of a market economy — the
idea of competition. In truth, classical understanding of the competitive recovery goal
— the transfer of property to an effective owner — needs to be clarified a little. Change
of ownership is an extreme manifestation of the consequences of victory in
competition, which should have the nature of exclusion. The rule should be a change in
manager and management, expansion of the scope of competitive management as one
of the steps in the direction of a change of ownership. Therefore, the authors do not
consider the absence of the concept of “selective function of the market” in many
textbooks on economic theory, a good reason to exclude it from the functions of the
agricultural market.

Regarding the coordination and management function, it is inherent only in the
modern market, in which, along with competition, co-operation of competitors also
coexists. However, literature on market theory still interprets it from the perspective of
atomized producers and the impossibility of their interests coincidence, perpetuates the
abstract tenets of the “free market”.

6 CONCLUSIONS

Theoretically, the constituent parts of the agricultural market of the European
Union, and at the same time its subsystems and objects of analysis, should be: effective
demand (system-forming element), food markets (sectors), channels and prices of
wholesale and retail sales of agricultural products and food, presence or absence of
integration of market operators on the supply side, institutions, methods and extent of
state regulation of market processes. The first stage of macroeconomic analysis of the
agricultural market is the analysis of the formation of static components of the market
process in the form of enterprises, institutions and special-purpose organizations
(personification of food markets, integration of producers, market infrastructure,
government regulatory institutions), the second is the analysis of the functioning of
static components as the functioning of the agricultural market. This option more
consistently implements the system organization scheme as a sequential construction
of three models - taxonometric, structural and dynamic. The first includes a simple list
of elements of the created system, its components, subsystems. The second involves
the quantitative determination of the volumes and sizes of each element in the created
system. The key role here belongs to the system-forming element, the dimensions of
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which determine the size of the subsystems. The third characterizes the system in
action, in the process of functioning.

If analyzing the attitude of the agricultural market subsystem to the
performance of its functions, we find that the decisive role in the fulfillment of the
social function belongs to effective demand, significant — to bipolarization of the
market, partial — to state regulation, and market infrastructure under certain conditions
can prevent the market from fulfilling its social purpose. In identifying market prices,
market infrastructure is crucial, government regulation is significant, and
personification of food markets and bipolarization of the market counteract this. The
manifestation of the stimulating function is ensured by effective demand, market
infrastructure and state regulation, partially bipolarization of markets with an
indifferent attitude of personification to this function. The selective function is ensured
by the market infrastructure while counteracting state regulation and bipolarization of
markets. The coordination and management function is carried out by personification
of food markets, their bipolarization and state regulation while counteracting market
infrastructure as a potential carrier of the threat of ups and downs, “peaks” and
“failures” in market prices.

Thus, the macroeconomic analysis of the agricultural market of the European
Union is recommended to be carried out using the systematic methodology. It is
implemented by various methods of qualitative and quantitative analysis of individual
parties and characteristics of the agricultural market, the methods of use of which are
summarized in this article.
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Nadchadzajica priemyselna revolicia Industry 4.0, tiezZ nazyvana digitalna
revolicia, sa vyznaCuje mixom technologii, ktoré stieraji hranice medzi
fyzickou, digitalnou a biologickou sférou. Priemyselnd politika je subor
¢innosti a ¢innosti ovplyviujicich vyrobné odvetvia, ako aj odvetvia sluzieb.
Novy pristup Politiky hospodarskej sataze EU sa zameriava najmi na normy,
ako su antitrustové pravidla, kontrola fuzii a opatrenia na kontrolu Statnej
pomoci. V ramci analyzy charakteristik Priemyselnej politiky EU a Politiky
hospodarskej sutaze EU sa $tadia zaobera mierou vyuzitia ich st¢asnej
efektivnosti v stvislosti s koncepciou programu Industry 4.0. Tato synergia
s ciePom dalsicho mozného zvysenia vplyvu Priemyselnej politiky EU
aagendy Politiky hospodarskej sitaze EU v ramci konceptu Industry 4.0
bude mat’ vyrazny vplyv na socilno-ekonomicky rozvoj EU a situaciu na
trhu prace EU.
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The forthcoming Industry 4.0 Industrial Revolution, also called a digital
revolution, is characterized by a blending of technologies that erase the
boundaries between physical, digital and biological spheres. Industrial policy
is a set of activities and actions affecting the manufacturing and service
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sectors. New approach of the EU Competition policy focuses mainly on its
standards such as antitrust, merger control and state aid control measures.
Within the analysis of the EU industrial policy characteristics and EU Com-
petition policy issue the paper deals with the utilization rate of their current
efficiency regarding the Industry 4.0 concept agenda. This synergy in the
way of further possible increasing of EU industrial policy influence and EU
Competitiveness agenda under the Industry 4.0 agenda will have a significant
impact on EU socio-economic development and EU labor market situation.
Key words: competitiveness enhancement, automation and robotics,
international economics, social and economic development, technology
advance and innovation

JEL: F02, F59, 031

1 INTRODUCTION

The EU Industry policy is supposed to provide a platform bringing together
regional, national and European actors, with the objective to define and implement
a European industry policy agenda. The role of the Commission in this process is
mainly to facilitate all forms of cooperation that could lead to more competitive states
in Europe, by providing neutral economic analysis on existing and emerging clusters,
identifying good practice, providing intelligence on opportunities for cooperation and
facilitating net-working at practical and strategic levels. The EU Competition policy
appears to be one of the most important current programs and activities at EU level
which support clusters in the emerging industries in EU. European Union consists of
28 member states. Of course, cooperation, economic growth and creating a Single
Market represent the main topics of political agenda of the Union. Competition policy
is closely linked to the EU goal of creating a Single Market for goods, services, capital
and labor. Industry 4.0 concept implemented into EU industry and competition policies
can contribute to economic growth by stimulating productivity, investment and
innovation. In our study, we deal with the theoretic determination of basic terms
referring to competition, e.g. competition policy, as well as to development of
European competition policy and setting up the basic competition rules and laws,
emphasizing and focusing especially to EU Competition Law. Based on the
comparative analysis of EU Competition and Industrial policies mutual interaction
within the Industry 4.0 concept the object of the paper is to assess the impact of the EU
Competition policy and the EU Industry policy effects on Industry 4.0 concept
regarding the EU competitiveness enhancement in the international economics system.
This paper will discuss how the competition agenda is implemented into EU Industry
policy processes, how important role it plays within the current Industry 4.0 concept to
assure sustainable economic growth and enhance the EU competitiveness within the
international economics environment.
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2 GOAL AND METHODOLOGY
The current status of the EU Industrial policy (IP) has been formed over

a longer period and from the historical point of view is influenced by significant
moments and factors such as oil shocks, world economy globalization and increasing
integration of economic complexes. The microeconomic conditions importance
highlighting for the competitiveness development is the driving motive of EU IP
reorientation from the industry field support (e.g. by means of grants) to the area of
creating a business environment that allows enterprises to quickly gain competitive
advantage.

The paper’s goal is by analyzing the synergy characteristics of EU Industrial
policy and EU Competition policy to determine the utilization rate of their
effectiveness within the context of Industry 4.0 concept, in succession to possible
further impact increase of the competition issue on EU Innovation policy, followed by
the overall socio-economic development of the EU. To achieve those objectives
method of analysis, synthesis and logical deduction will be used. The issue is to figure
out the extent to which technological advance and innovation policies along with the
Industry 4.0 concept implemented in EU Industrial policy within the EU competition
agenda can mitigate fluctuations in competitiveness of the EU economy, whose
sluggish economic performance evokes a negative impact on the socio-economic
development of the countries of European Communities. From this impact rate it will
depend whether the EU economy is able to cope with competitive pressure within the
world economy triad, or if there is rather a weakening trend on account of other centers
in the world economy. Paper elaboration requires focusing on data from secondary
literature sources processed by basic scientific learning methods with the primary use
of methods such as synthesis, analysis, comparison and logical deduction.

3 INDUSTRY 4.0 CONCEPT AS DRIVING FORCE FOR INNOVATION
The world of Industry 4.0 (also called Fourth Industrial Revolution) is based

on the fact that everything goes to the so-called networking, digitization. According to
Schwab (2018) production is interconnected by intelligent logistics of goods and
associated with marketing and intelligent services with a strong focus on needs,
individual and specific capabilities of a customer. Tight linking of products, devices,
people enhances the efficiency of production machines and equipment, and reduces
costs and saves resources. Intelligent tracking, highly automated robotics, intelligent
machines, technology will become a complement to human work. New business
models and new collaboration across countries and continents are emerging. The
Fourth Industrial Revolution has the potential to increase the world income levels and
improve the quality of life of population around the world. Navratilova, et al. (2019)
state that with Industry 4.0, the possibilities are enhanced by emerging technical
discoveries in areas such as artificial intelligence, robotics, the Internet of Things,
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autonomous vehicles, 3-D printing, nanotechnology, biotechnology, materials science,
energy storage and quantum computing, computerization of manufacturing and
logistics within the machine - machine communication.

According to Simionescu, et al. (2019) Industry 4.0, the phenomenon of today,
is the interconnection of the Internet of things, services and people, and the associated
immense volume of data generated, whether the machine - machine, man - machine or
man - man is already communicating. Industry 4.0 is not just a mere digitization of
industrial production, it is a comprehensive system of changes gathered to a range of
human activities, especially in the field of artificial intelligence, not only in industrial
production. The Internet of Things (IoT) concept is being developed, enabling
everyday items to be included within the communication network. There are new
advanced steps in robotics, and even some autonomous vehicles are already being put
into production by some companies (only new legislation is awaiting) along with 3D
printers or augmented reality technologies becoming more and more creatively
enforced in production.

4 EU INDUSTRIAL POLICY - ITS CURRENT STATUS AND FUTURE DEVELOPMENT

European Commission (2019) defines industrial policy as incentives for the
supply side. More precisely, it comprises all government interventions aiming
specifically to influence industrial change by affecting the incentives to produce
industrial goods or incentives to enter/exit specific industrial goods markets. Industrial
policy is a fairly wide-ranging concept. That is why a focus on government-driven
incentives is a better guide than a catalogue of policy areas falling under it. Jancikova
(2019) argues that industrial policy is largely a national responsibility of the member
states. The Community's role is to ensure that the single market operates in accordance
with the rules of an open and competitive system. The Community's industrial strategy
consists of policies aimed at improving the business environment and the legal
framework necessary for speeding up the structural adjustment and the competitiveness
of European industry under free international trade conditions.

The EU has developed a treaty basis for industrial policies. Patonov and
Zhegova (2019) state that the major thrust of the industrial policy since the late 1980s
has been on negative policies linked to the creation of the Single European market and
the development of a Common competition policy. The role of the EU in positive
industrial policies has been significantly less influential. According to Kreckova,
Zadrazilova, Rezankové (2016) industrial policy in the EU has moved away, in most
sectors, from the type of interventionist policies that used to dominate in many of the
member states in the 1960s and 1970s. However, the desire of some member states to
protect some of their industries, and the favored status of what are regarded as key
industries, mean that state aid and/or EU help continues to play an important role in
many industries.
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Moreover, the increased focus on developing competitiveness has led to the
emergence of a new European champions movement. Policies to help companies in
specific sectors such as ICT and biotechnology also enhance the vertical dimension of
the EU's industrial policy. Nevertheless, there is still a strong focus on horizontal
policies that are useful in promoting competitiveness. There are also areas, such as the
policy towards SMEs (small and medium enterprises), that are largely based on
gathering and disseminating information and preaching good practice. Belas, Vojtovic,
Kljuénikov (2016) underline that industrial policy in the EU, like many other EU
policies, reflects a multitude of interests and is driven by a complex set of economic
and political factors. As such it is not easily understood by a purely economic
assessment of its rationale or its performance. Nevertheless, a movement towards
a negative and internal market-driven policy framework that emerged in the 1990s
seems to be evolving into a more strategically driven policy area connected to a desire
to promote competitiveness among European companies. This policy appears to be
developing elements of a European champions model and to have as an objective the
creation of an institutional system of research and technological development that
fosters greater European integration in this area.

The debate over the characteristics of EU industrial policy has become an
important issue due to the growth of Union policies and programs that affect industry
and be-cause of the concept of subsidiarity. According to Miklosik, et al. (2016) four
possible reasons for an EU industrial policy can be put forward - spill-over effects
related to externalities, creating the conditions for 'free movement', promoting
'economic and social cohesion', and promoting the goal of political integration.

EU Industry policy can be defined as the policy of promoting businesses. This
concept of policy emphasizes the application of appropriate legislation and also the
importance of non-financial assistance to businesses nationwide by means of
non-discriminatory services provision with high added value. Sadilek and Zadrazilova
(2016) highlight that one of the main conditions for successful IP is the functionality
increasing that have fundamental importance for the clusters existence, but of which
the public and private sector (entrepreneurs) are not aware enough or not at all. The
commission of such in-formation can help to the promising success of clusters
formation. The role of govern-ment in this case appears to be the role of facilitator,
which, moreover, bears direct responsibility for the project. On the contrary, desirable
clusters that have not been formed, and whose potential will be proved over the time,
may not always be successful. Therefore, it is better to support existing and emerging
clusters, by means of equal access, without disrupting the market environment by
selecting out the favorite ones.

The executive body for the EU business support policy is the Enterprise
Directorate General under the EC. In evaluating the firms’ competitiveness in EU the
benchmarking method is mainly used. The relevant information and so called best
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practices exchange is the priority how to strengthen the enterprises performance.
Annually, Report on the EU competitiveness status assessing the progress made in the
key thematic areas is issued. Other projects to promote entrepreneurship are so called
business angels with a focus on education and training of entrepreneurs or ICT
implementation monitoring and support for women in business and the fulfillment of
framework conditions in the area of business, competitive and monetary policy.
However, IP is not legally binding the EU Member States, thus an amendment is being
worked out currently.
According to the European Commission (2019) the main objectives of the EU
Industrial policy are defined by the three essential areas such as:
1) creation of a legislative framework that caters industry;
2) the use of synergies between different EU policies and their mutual
reinforcement, and
3) encouraging a sectoral approach for industrial policy.

5 THE EU COMPETITION POLICY AGENDA AND TOOLS ANALYSIS

Competition policy is one of the oldest policy areas and has developed
considerably over the years. It is also one of the policies with the most concrete, visual
results. The core of the internal market is the maintenance of a level playing field
throughout the EU for businesses to compete. Effective competition policy encourages
economic efficiency and creates a favorable climate for growth, innovation and
technological progress while pushing down prices (Dano, Lesakova 2018). Thus
competition policy is the cornerstone of the internal European market. The European
Commission has wide powers to make sure businesses and governments stick to
European Union rules on fair play in trade in goods and services, while allowing
governments to step in if markets are failing consumers or business, or to promote
innovation, unified standards, or small business development.

Antitrust and cartels. Antitrust is an important tool to protect European firms
from practices that adversely affect competition such as price fixing, patent abuses,
capacity hoarding, or the prevention of cross-border activities. European Commission
(2019) quotes that antitrust covers two prohibition rules set out in the EC Treaty:
agreements which restrict competition are prohibited; and firms in a dominant position
may not abuse their position.

Agreements between undertakings — examples include price fixing; limiting or
controlling production, markets, technical development or investment; sharing markets
or sources of supply; applying dissimilar conditions to equivalent transactions. The
Commission is responsible for ensuring the application of these rules. A member state
can apply for an investigation or the Commission can launch one by its own volition. If
it finds antitrust infringements, it proposes measures to bring them to an end. Other
types of agreement are considered by the Commission as harmful to competition and
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thus prohibited without exception. They are usually presented in public black lists, and
include: Among the horizontal agreements Price fixing, Joint sales offices, Production
or delivery quotas, Sharing of markets or supply sources. Among the vertical
agreements: fixing the resale price, and absolute territorial protection clause (Gértner,
Sadilek, and Zadrazilova 2017).

Jirankova (2012) argues that abuse of dominant position — the aim here is to
prevent companies from abusing a position of dominance and thus distorting
competition in intra-Community trade. Dominant positions, as such, are not prohibited,
but rather the abuse of dominance when it is likely to affect trade between member
states. Behavior which only affects a national market cannot be considered by the
European authorities. This objective requires preventive Community intervention to
investigate company mergers, since they may create illegal position of dominance.
According to Mentlik and Helisek (2018) a “Cartel” is created by an illegal, secret
agreement between competitors who fix or increase their prices, restrict supply by
limiting their sales and/or their production capacities, and/or divide up their markets or
consumers. Fines of up to 10% of their worldwide turnover may be imposed on the
guilty parties. The amount of these fines is paid into the EU budget.

Merger Control. Merger control ensures European consumers and businesses
are protected against price increases and other anti-competitive effects resulting from
mergers, whilst simultaneously helping firms in restructuring and enhancing their
global reach through mergers. The legislation states that a concentration - an operation
to integrate previously separate companies - which would significantly impede
effective competition in the common market, in particular by the creation of or
strengthening of a dominant position, is incompatible with the common market
European Commission, 2019). When companies in any economic sector propose
a concentration that is likely to affect the Single market, the Commission can
undertake an investigation. Some authors such as Hnat, Zemanova and Machon (2016)
state that this Community dimension is determined on the basis of the companies’
aggregate, worldwide turnover and the absence of national character. Companies that
have no Community dimension are under the purview of national authorities. It does
not matter where the companies are based, or if national authorities have no objection
to concentration. If the companies’ sales figures in EU markets are large enough, the
Commission has jurisdiction, and can prevent potential mergers. Companies proposing
mergers must notify the Commission, which will consider - within strict delays -
whether the proposed merger creates or strengthens an illegal, dominant position in the
relevant market (Sejkora and Sankot 2017). If yes, the merger is prohibited. If not, the
Commission confirms that it is compatible with the common market and authorizes the
merger with or without certain conditions.

State Aid Control. State aid control is essential to avoid distortions in the
Single Market, whilst also ensuring that subsidies that promote the competitiveness of
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sectors and companies are allowed. The EU's State aid regime - a system that is unique
in the world - provides a framework that focuses aid on addressing market failures
(European Commission, 2019). States that competition can be restricted by
governments if they grant public subsidies to certain businesses. For this reason, the
Treaty prohibits, in principle, any form of State aid that is likely to distort competition.
As with mergers, the aid in question must be such that it affects trade between member
states; aid with only domestic consequences is not under the purview of the
Commission. An absolute ban on state aid, however, would be unthinkable: in certain
cases, governments must be able to intervene or provide funding for select economic
activities (Gress, Lipkova and Harakal'ova 2016). For this reason, the Treaty provides
for a number of exceptions to the principle of State aid prohibition. Member states
must notify the Commission in advance of any plans to grant or alter aid. Aid granted
through plans without authorization is illegal and must be repaid. If the Commission
considers that an aid plan is incompatible with the common market, it initiates
infringement proceedings. This suspends application of proposed aid, pending a final
decision. In practice, no aid is granted without the Commission's agreement
(Lipkova, Hovorkova, 2018).

6 FINDINGS AND DISCUSSION

There are some important strategic collaborative linkages between the EU
Competition policy and EU Industry policy necessary to be met. The definition of
activities with high added value, which offer the best chance of strengthening the
competitiveness of the state, needs strategic information. To resources for research and
development and innovation have the greatest impact, must reach its critical value.
They must be accompanied by measures to improve skills, increase education levels
and knowledge infra-structure (Jiroudkova, et al. 2015). The National and the regional
governments should develop smart specialization strategies to increase the impact of
industry policy agenda in combination with other the Union policies to the maximum.
According to Machkova and Sato (2017) the Smart specialization strategies can ensure
the efficient use of public resources and stimulate private investment. They can help
regions that concentrated resources on a few key priorities. They can also be the key
element in the creation of multilevel governance for integrated innovation policies. The
strategy of smart specialization involves businesses, research centres and universi-ties
that cooperate to define the most promising areas of specialization of the region, but
also the weaknesses that hamper innovation. It takes into account the different
capacities of national economies, in terms of innovation (Krajnakova and Vojtovic
2017).

Generally speaking, the effect of competition policy on growth can be
described in different ways. One way is to describe the link between competition
policy and the Flagship Initiatives. This is a policy oriented description. Another way
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is to describe the link between competition policy and drivers of economic growth.
This description is in line with economic theory. However, the fundamental growth
drivers are the same in both cases, so it is merely a matter of two different ways to
describe the same relation-ships. Moreover, the first step in both descriptions is to
describe how competition policy affects and strengthens competition. Relationship
between competition policy and growth is shown in Figure 1.

Figure 1: Effects of competition policy to growth
o m : Flagship Initiatives _
o4 Growth drivers

Source: own processing by European Commission, 2019.

Market
conditions
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By discussing the issue, we can say that the innovation policy implemented
into the EU industry policy plays very important role within the current financial
framework 2014-2020 and Europe 2020 Strategy to assure sustainable economic
growth in the EU and enhance its competitiveness within the environment of the world
economy triad. Innovation and EU Industry policy and strategies implementations are
one of the most important aspects of current international economics and business
development issues. It is the key not only to creating more jobs and improving quality
of life, but also to maintaining companies’ competitiveness on the global market and
states’/economies’ competitiveness enhancement within the international economics
system.

The synergy of EU Industry and Competition policies must show how
technology within the Industry 4.0 concept refers to ideas and knowledge that business
can exploit commercially and assure the world economy sustainable development. The
sources of new ideas on which companies can call are many and varied, ranging from
universities and research institutes to competitors, customers and suppliers, and to
employees. The EU economies are following a long-established trend of restructuring
away from the primary and secondary sectors and towards services and high value-
added products. But manufacturing is still an important economic sector of the
Community for production, trade and employment.

Following the sustainable development, the EU needs to develop a sustainable
production policy, which should occur gradually fulfilling the commitments on
sustainable production and consumption patterns. Next it will be important to evaluate
proposals from all stakeholders, and not only the industry subjects being as so far the
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leaders in designing the industrial policy. Authors such as Jenicek (2016) and Lipkova,
Braga (2016) agree that applying the best available technologies, secondary raw
materials recovery, production policy expanding over the products lifecycle (i.e. Inte-
grated product policy), support of voluntary agreements in environmental field
between the private and public sectors, development and diffusion of cleaner
technologies, disseminating environmental management schemes within new features
and support for small and medium-sized enterprises and their social and environmental
responsibility are proposed steps to be taken in the EU to enable the implementation of
the sustainable production.

In recent years the industry has operated against a background of slow growth
of demand, rising unemployment, increasing international competition and rapid
changes brought about by technological progress. Although these are problems which
to some extent are shared by all members of the Community, industrial policy still
remains largely a national responsibility. The Community has taken steps to ensure
that, in accordance with a system of open and competitive markets, the conditions and
the legal framework necessary for speeding up the structural adjustment and
competitive-ness of European industry will develop. According to Cihelkova,
Platonova and Frolova (2019) the Community's industrial strategy in particular regions
consists of policies aimed at improving the business environment, by working towards
integrating the European market, promoting the necessary changes in industry's
structure, and coordinating the activities of the member states. The single market has
given a welcome boost to cross border mergers, acquisitions and joint ventures which
are shaping a new structure of production and distribution.

De Castro and Hnat (2017) argue that he EU enlargement has brought new
opportunities. For example, there is a regrouping of production and supply activities
along the whole continent, which, thanks to EU enlargement have not moved
massively to countries with the overall lowest labor costs. The economy structure
reorganization towards the sectors with higher added value now takes place gradually
in new Member States. Fojtikova and Stanickova (2017) highlight that even though the
industry de-localization is a major challenge for the EU, which, moreover, does not
apply only to labor-intensive sectors, but mostly the moderately and highly technically
advanced sectors, which are crucial in the process of employment in the EU. This shift
is related to the growth of capital-intensive industries in China and India along with the
growth of their scientific and research potential. In addition to the EU is still unable to
develop motivating environment for creation and implementation of innovation.
Growing external and internal pressure on the industry performance is a major boost to
the design the scientific re-search and innovation policies at the level of national states.
EU will support the efforts of Member States in the field of science, research and
innovation in the way to be placed in the heart of the EU common funding and the
center of business activities.
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Competitive advantage over the US, Japan, China, India and Russia are
achievable only through increased spending on research and development and
application of in-novation (something incomparable, unique literally) into the business
cycle. EU innovation policy will focus not only on technology but also on non-
technological innovation, design, business management, marketing and business
culture. Finland, the EU leader in innovation, a cluster policy is carried out, which is
a challenge not only for the EU states (Gorlevskaya, et al. 2018).

The Smart Factory approach appears to be the trend of Industry 4.0 in the
USA, being characterized by flexibility and re-configurability, efficient resources
deployment, ergonomics and direct connection with customers and subcontractors,
hence the production productivity should increase by 30 to 40% (Abrham and Lzicaf,
2018). Industry 4.0 means the implementation of new software and technology in the
US economy. The Smart factory approach development - called 4.0 Industry 4.0 —
means that industrial companies are increasingly investing in software. And all this,
along with the development of future technologies such as smart vehicles, artificial
intelligence (Al), virtual reality and 3D printing, is a very promising background for
long-term investment and changes within the industry production and foreign trade
quality structure. In any case, technologies are a highly globalized sector - with the
supply chains of companies often operating in many countries. The US economy is
known for its technological innovations — that is why, it is home to some of the world's
most important IT companies (Cepel, et al. 2019, Okreglicka et al. 2017).

According to Helisek (2019) and Svacina, Rydlova, Bohacek (2018) the entire
Industry 4.0 in the US is based on the logic of cyber-physical systems (CPS). This
means that you have autocratic, independently operating systems that are able to
optimize production by themselves through self-optimization and mutual
communication. Cyber-physical systems (CPS) are a central element of the new
industry. They will enable efficient interconnection of individual machines, equipment,
computers, logistics systems, vehicles, raw materials, products and entire operations in
a cooperative supply-customer chain into one comprehensive network (Internet of
Things - IoT). Individual items and sub processes in "smart factories" not only
communicate with each other, but also control each other reliably.

The new Framework program for competitiveness and innovation evaluates the
deficiency of innovation and creative solutions implementation at enterprise level,
which is mainly the result of lack of access to appropriate forms of funding. This issue
consists of three program components (European Commission 2019):

1) The Entrepreneurship and Innovation;
2) Program on information and communication technology (ICT) policy support;
3) Intelligent energy program.
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The Framework Program furthermore is directly related to the new 7th
Framework Pro-gram for research, technological development and demonstrative
activities. The procedure should be initiated and form a common technology platform
in important industrial sectors. The purpose of technology platforms is a national
industry support, including the medium technically advanced sectors.

The EC report on industrial policy in an enlarged EU (COM (2004) 274) gives
the following factors, which prevent the strengthening of science and research position
com-pared to the USA (Obadi and Korc¢ek 2018):

— Difficult access to private funding to support research and development;

— Business culture downgrading the risk;

— Lack of cooperation between private and public sectors, which is reflected in
the suppression of applied research;

— Significantly lower relative proportion of workers in science and research in

EU.

High-tech clusters in Helsinki, Oulu and Turku can be an example. In Finland
there are sample examples of incubators to promote innovation and emerging
technology companies. In Helsinki, so called University for innovation will be
established soon by linking the University of Music and Fine Arts, University of
Technology and University of Economics (Navickas, Vojtovic, and Svazas 2017).
Regarding the technological sophistication of production, it is customary to distinguish
between low, medium and highly advanced industry. Particularly in highly advanced
sectors (ICT, biotechnologies) Slovakia cannot stand aside from modern Europe. It is
important also to be engaged in pre-orientation of industrial policy to innovation policy
even in the more ideal case directly to Industry 4.0 concept.

7 CONCLUSION

The paper provides a comprehensive, coherent and systematic overview of the
basic principles and objectives forming the backbone of the EU Industry policy and
EU competition policy agenda within their synergy and operation mechanism along
with the Industry 4.0 concept. The challenge is that Europe faces a moment of
transformation regarding the 4th industry revolution being a challenge for the years of
economic and social progress and exposed structural weaknesses in European
economy. The world is changing rapidly and long-term challenges such as
globalization, pressure on resources, aging populations, are becoming more acute. The
EU must immediately take action.

In this paper we have shown how that EU has also launched several integrated
pro-grams of research to help the EU to catch up with its rivals in the application of
modern technology. In general, R&D expenditure and the rates of industrial production
and productivity achieved by most EU member states are persistently below those of
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its main competitors, such as the USA and Japan. An implication of these differences
in performance is that in external markets the EU is rapidly losing ground in high-
technology innovation and trade to face to Industry 4.0 concept implementation
opportunities.

Finally, we can summarize that market integration and coordination of
industrial policies and research along with the implemented Industry 4.0 concept are
expected to have a favorable impact on the competitiveness and performance of EU
industry with-out the need to resort to any form of aggressive and confrontational
strategic trade policy. This will contribute to the efforts to reduce unemployment and
increase growth and welfare and stabilize the EU labor market.
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ON CONTRADICTORY OF MULTIPOLARITY CREATION PROCESS
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Cielom prispevku je nacrtniit vybrané otazky vytvarania multipolarity
v medzinarodnych vztahoch v 21. storo¢i. Po nahlom aneocakdvanom
rozpade bipolarity neboli USA so svojim vynimoénym postavenim
v medzinarodnych vztahoch pripravené na rieSenie novych problémov.
Potencialnymi centrami sily v multipolarite 21. storo¢ia st USA, CIR, EU
aRF. Vytvaranie novej multipolarity nema zatial pravidla a bude sa
odliSovat’ od multipolarity eurépskeho koncertu velmoci v 19. storoci. P6jde
o zlozity a protireCivy proces v dlhom case.

Kracové slova: asymetria, centrum sily, rovnovaha sily, usporiadanie
medzinarodnych vzt'ahov, multipolarita.

The aim of the paper is to outline the selected issues of multipolarity creation
process in the international relations in the 21st century. After the sudden and
unexpected breakdown of bipolarity, the US's exceptional position in
international relations was not ready to solve new problems. Potential centers
of strength in the 21st century multipolarity are the US, the PRC, the EU and
the RF. Creating a new multipolarity has no rules yet and will be different
from the multipolarity of the European Great Power Concert in the 19th
century. This will be a complex and contradictory process in the longer term.
Key words: asymmetry, center of power, balance of power, international
order, multipolarity
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1 Uvop

K najzlozitej$im, mnohorozmernym pohybom na viacerych urovniach
suc¢asnych medzinarodnych vztahoch patri vyrazna zmena ich usporiadania, ktorej
jadrom sa stava vytvaranie multipolarity v nich. Ide o protirecivy a dlhodoby proces,
ktorého teoretické sktimanie je stazené tym, ze je podmienené aktuidlnym stavom
a vyvojom medzinarodnych vztahov a reaguje na ne, hoci nie je jasné, aké dlhé trvanie
budi mat’ tieto pohyby. Z hladiska tedrie medzinarodnych vztahov ide vsak
predovsetkym o postihnutie podstatnych procesov dlhSicho trvania — napr. aj
v sucasnosti este prebiehajil pohyby, ktoré zacali v druhej polovici 80. rokov.

Vo vyvoji medzinarodnych vztahov ide o zlomovlli zmenu, suvisiacu
s koncom bipolarity v nich, ktorda pomerne nahle aneocakavane vytvorila nové
podmienky ich fungovania. Tieto podmienky postupne priniesli pohyby smerom
k vytvoreniu multipolarity novej kvality. OdliSnostou velkej zmeny v dejinach
medzinarodnych vzt'ahov, oproti predchadzajicim, ku ktorym doslo najmé v 19. a 20.
storoc€i, je, ze nenastala po velkych vojnovych konfliktoch a nasledujicich mierovych
rokovaniach a vytvara sa obrazne vyjadrené ,,za pochodu” — tazko, protire¢ivo
avdlh§om casovom useku. Zaroven komplikujico poOsobia rozsiahle procesy
globalizacie, ktoré menia aj poziciu tradicnych aktérov medzinarodnych vztahov —
Statov a prinasaju pdsobenie novych aktérov spravidla nestatneho charakteru. Niekedy
sa tato zmena spaja aj s vytvaranim postvestfalskeho systému medzinarodnych
vztahov.

Cielom prispevku je zvyraznit vybrané teoretické aspekty zloZzitého
a protireCivého vytvarania kvalitativne novej multipolarity v medzinarodnych
vzt'ahoch v 21. storoci, ktoré je zatial malo vyhranené a bude mat dlhSie trvanie.
Zdorazni sa, ze vznikajuca multipolarita, sa vzhl'adom na charakter sucasnych
medzinarodnych vztahov ako aj pdsobenie globalizacie — bude odliSovat od
multipolarity, ktora sa vytvorila v 19. storo¢i po Viedenskom kongrese a oznacovala sa
za eurdpsky koncert vel'moci. Poukaze sa tiez na to, ze kvalitativne nové prvky tejto
mulitpolarity naznaujii aj koniec vySe pitstoroénej dominancie Zapadu
v medzinarodnych vztahoch.

2 O VYVOJI MEDZINARODNYCH VZTAHOV V 20. STOROC]I A JEHO SUVISLOSTIACH A
DOSLEDKOCH
Vyvoj sveta v 20. storo&i, ktoré sa niektorymi autormi oznacuje aj za ,.kratke*>

(Hobsbawm, 2010), lebo jeho najvyznamnejsie udalosti mozno z hl'adiska velkych
zmien v politickych dejinach i vo vyvoji medzinarodnych vztahov ohranicit’ rokmi
1914 (prva svetova vojna) — 1991 (rozpad ZSSR), bol mimoriadne dynamicky, ale aj
protireCivy, ¢o sa premietlo aj do medzinarodnych vztahov. Existuju pramene, ktoré

% Naopak 19. storocie sa v tomto pohl'ade niekedy oznaluje za ,,dlhé* — spravidla od roku 1789
(vypuknutie velkej francuzskej revolucie) do roku 1914.
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toto obdobie analyzuju velmi rozsiahle (Cox, 2007), ako aj uZzsie zo Specifickych
pohladov. Zaujimavy pohlad predstavuje porovnanie medznikov, ktoré sa spojili
s rokmi 1916, 1942 a 1989 v suvislosti s tromi svetovymi vojnami — kde sa za tretiu
svetovl vojnu povazuje studena vojna (Buzan — Lawson, 2015).

Mnozstvo pramenov sa v tejto suvislosti venuje medzinarodnym vztahom,
resp. zahrani¢nej politike Statov — svetovych velmoci a supervelmoci v 20. storoéi,
najméd USA (Dunne 2000, Kinzer 2006, Stone — Kuznick, 2015) a ZSSR (Istorija 1986,
Cubarjan 1993). 20. storoéie sa nieckedy obrazne oznadovalo aj za storogie USA, ked’
na jeho zaciatku boli regiondlnou velmocou ana jeho konci zostali jedinou
supervelmocou (Herring 2017, Hogan 2000). Ojedinele st zdroje, ktoré uvazuju
o akomsi transatlantickom storo¢i so zaciatkom v roku 1890 (Nolan, 2012).

Vyvoj medzinarodnych vztahov v 20. storo¢i mal vSak aj temny, tragicky
charakter a sprevadzali ho velké konfliktné zlomy nielen v globalnom ale aj
regionalnom rozmere. V dvoch svetovych® a d’alsich vojnach v tomto storo&i zahynulo
podrla niektorych tdajov (odhadov) asi 140 — 150 miliénov I'udi (Serebrjannikov 1998,
s. 7), ¢o bolo niekol’konasobne viac ako v celej predchadzajucej historii l'udstva.
Esolen charakterizuje 20. storocie ako krvavé storocie (Esolen 2008, s. 281 — 310).

Z hladiska tedrie medzinarodnych vzt'ahov ich usporiadanie v 20. storo¢i sa
moze analyzovat’ vo vyvoji od multipolarity cez bipolaritu k unipolarite. Pred vznikom
prvej svetovej vojny ,.dozivala® multipolarita europskeho koncertu vel'moci v podobe
jeho modifikovanej verzie Parizsko-frankfurtského systému, ktory sa sformoval po
mierovych zmluvach v marci 1856 v Parizi (po krymskej vojne) a v maji 1871 vo
Frankfurte nad Mohanom (po francuzsko-pruskej vojne). V roku 1914 sa po sérii
mensich ,regionalnych vojen“ vo svetovej vojne postavili proti sebe dve strany —
Dohoda (Franctzsko, Velka Britania a Rusko!) a Ustredné mocnosti (Nemecko
a Rakusko-Uhorsko®).

Po prvej svetovej vojne sa vytvoril pod gesciou USA, Velkej Britanie,
Franctizska a Talianska ako vitaznych mocnosti nevyhraneny systém medzinarodnych
vzt'ahov na zaklade Versaillsko-washingtonskych zmluv, v ktorom bola citit’ aj snaha
pomstit’ sa porazenym mocnostiam, najmd Nemecku. Deformované pomery, ktoré sa
vytvorili, nakoniec viedli k vzniku novej svetovej vojny.

Po druhej svetovej vojne zacal pdsobit’ vyhraneny bipolarny systém, ktory sa
rychlo rozpadol na zaciatku 90. rokov v dosledku zmien moci v socialistickych $tatoch

3V girSom kontexte obsahu prispevku treba poukazat na to, Ze obe vojny boli dosledkom
politiky zapadnych svetovych vel'moci.

*V roku 1917 sa k nej pridali USA, ale po oktobrovej revolucii v 1917 Rusko prestalo bojovat'.
Kvoli tplnosti doplnime, ze Taliansko, ktoré bolo v ramci Trojspolku od roku 1882 spojencom
Nemecka a Raktska-Uhorska vSak v roku 1915 vstapilo do vojny na strane Dohody. Na strane
Dohody bojovalo od roku 1914 aj Japonsko.

> Na ich stranu sa postavila v roku 1914 Osmanska ri$a a v roku 1915 Bulharsko.
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v strednej a vychodnej Europe, zaniku ZSSR a dvoch hlavnych medzinarodnych
organizaciach, ktoré ich spajali — VarSavskej zmluvy a Rady vzajomnej hospodarske;j
pomoci. Okrem toho sa po druhej svetovej vojne politické centrum Zapadu (aj sveta)
presunulo z Europy do USA.

V 90. rokoch vznikla jedine¢nd pozicia Spojenych Stitov v medzinarodnych
vztahoch, ktoré sa stali jedinou supervelmocou s limitovanou hegemoniou (Ikenberry
— Mastanduno — Wohlforth, 2011), popr. dominujicou supervel'mocou. Hoci USA
anim vedeny Zapad sa hned’ od socialistickej revolacie v Rusku v oktobri 1917 snazil
o eliminaciu i zniCenie socializmu, na tito ndhlu zmenu v usporiadani medzinarodnych
vzt'ahov neboli pripravené (socialistické zriadenie na Zéapade sa ,,stratilo®, zostalo vSak
zachované v Cine). Sancu, ktora sa Spojenym §tatom naskytla, nedokazali vyuzit' a ich
pozicia sa postupne oslabovala a vplyv zacal upadal. Prvym mimoriadne
kontroverznym krokom v tomto zmysle bolo najmi porusenie medzinarodného prava
pri bombardovani Juhoslavie bez mandatu Bezpecnostnej rady OSN v marci az jini
1999.

Zaciatkom 21. storocia sa uz otvorene prejavovalo, ze USA nedokazali vyuzit
potencial jedinej supervel'moci na rieSenie problémov medzinarodnych vzt'ahov, najmé
v dosledku unilateralizmu G. Busha ml. V zahrani¢nej a bezpecnostnej politike USA
dochadzalo k d’alsim komplikaciam, spojenym aj s poruSovanim medzinarodného
prava. Vyvoj pozicie USA v medzinarodnych vztahoch viedol k zdverom, Ze nastava
koniec ich dominancie ako aj unipolarity v medzinarodnej politike (Layne, 2006).
K novym komplikacidm vo vplyve a oslabovani pozicii USA — v medzinarodnych
vzt'ahoch dochddza v doésledku politiky D. Trumpa, ktory sa stal prezidentom v januari
2017 (Jervis — Gavin — Rovner — Labrosse 2018, Petras 2019). V tychto podmienkach
sa skon¢ilo aj americké storogie® (McCoy 2017, Nye 2015).

Vznikajuce usporiadanie medzinarodnych vztahov sa zacalo charakterizovat’
najmi v nezapadnych zdrojoch ako multipolarne (Hiro, 2009). Uvadzaju sa spravidla
tri udalosti, ktoré sa povazuji za najvyraznejSie prejavy pohybov, ktoré ,,podlomili*
poziciu USA, vytvarali arozvijali prvky multipolarity v medzinarodnych vztahoch.
Bola to invdzia USA s koaliciou ochotnych do Iraku v maji 2003, ktora spdsobila
velké napidtie na Zapade, najmd vramci NATO, ale viedla aj k zmene postoja
mnohych Statov k Washingtonu, ktory jednoznacne podporovali (a uznavali aj jeho

% V roku 1997 vytvorili republikani z popudu W. Kristola a R. Kagana neokonzervativny
projekt nového amerického storo¢ia — PNAC (Project for the New American Century), spojeny
s rovnomennym think tankom vo Washingtone. Mal vytvorit’ presved¢iva viziu zahranicnej
politiky USA, ktora by Republikanskej strane umoznila u¢inne kritizovat’ zahraniéna politiku
prezidenta B. Clintona. Vroku 2006 v podmienkach zhorSujuceho sa medzinarodného
postavenia USA projekt skonéil netispechom. Formalne bol nahradeny think tankom Foreign
Policy Initiative, ktory sa v roku 2017 tiez zrusil. Pozri Project for the New American Century
(bez uvedenia roku). Pristupné na https://web.archive.org/web/20130112203305/http://www.
newamericancentury.org/.
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vodcovski poziciu vo svete) vo vojne proti Iraku vroku 1991. Dalej to bola
ekonomicka kriza, ktora prepukla v rokoch 2007 — 2008. Tretim momentom boli
neuspechy Washingtonu v jeho politike na Blizkom vychode a dlhotrvajica neuspesna
vojna v Afganistane ako aj vyvoj syrskej vojny.

USA najmi svojou bezpecnostnou politikou a vztahom k medzinarodnému
pravu premrhali potencial, ktory ziskali zaciatkom 90. rokov vo vojne proti Iraku, ked’
sa povazovali za prirodzeného vodcu medzinarodného spoloCenstva vicsinou jeho
¢lenov. Zakaria v roku 2019 uviedol, ze ,Niekedy za posledné dva roky zomrela
americka hegemonia. Vek americkej dominancie bol kratkou, opojnou érou, asi tri
desatrocia, ktora sa vyznacovala dvoma okamihmi ré6zneho druhu. Zrodil sa v obdobi
zratenia Berlinskeho muru v roku 1989. Koniec alebo skuto¢ny zaciatok konca bol
d’al$im kolapsom - irackym v roku 2003 a pomalym rozpadom po nom* (Zakaria 2019,
s. 10)

Sposob, akym upada posobenie USA, vedie k rdznym prejavom nestability
a chaosu vo svetovej politike a bezpecnosti (Wallerstein, 2003), ¢o sa zhorSilo po
nastupe prezidenta D. Trumpa (Tisdall, 2019). Ekonomicky, bezpecnostny a politicky
1 kultdrny potencidl Spojenych Statov je vSak stale vel'ky a nemozno Cakat’ ich rychly
ustup zo stale vynimocnej pozicie v medzinarodnych vzt'ahoch. Nepredpoklada sa ani
taky ich kolaps, ktory nastal v pripade rozpadu ZSSR. V tychto podmienkach vSak
v medzinarodnych vztahov klesd vypocitatelnost ich dalSiecho vyvoja a narasta
neistota.

3 STRUCNE O CHAPANI MULTIPOLARITY V TEORII MEDZINARODNYCH VZTAHOV
Skimanie multipolarity v teorii medzinarodnych vztahov je spojené

s problémom polarity (Kratochvil, 2002), ktorou sa najviac a najdokladnejSie zaoberaji
realistické a neorealistické tedrie. Vymedzenie multipolarity je relativne jednoduché
a jasné — ide o stav, ked’ sa v medzinarodnych vztahoch (v ich systéme) nachadzaju
najmenej tri zhruba rovnako silné centra moci. Dal§imi zdkladnymi podobami polarity
st (Krejci 2014, s. 157 — 167) bipolarita (existencia dvoch zhruba rovnakych centier
sily vo svete) a unipolarita (existuje len jedno centrum moci vo svete — §tat, ktory je
ekonomicky, politicky, bezpecnostne i kultirne vyrazne silnejsi ako d’alSie Staty), ktora
mdze nadobudnut aj formu hegemonie. Multipolarita a bipolarita sa povazuji za
stabilnejSie usporiadanie medzinarodnych vztahov ako unipolarita, aj ked’ toto ich
pdsobenie nem4 automaticky charakter.

Fenomén polarity v medzinarodnych vztahoch je zviazany predovsetkym
s distribuciou moci medzi jej jednotlivymi centrami (p6lmi) a skima sa aj v d’alSich
suvislostiach. Dédlezity teoreticky ramec skumania multipolarity moci predstavuje
problém rovnovahy sily, ktorda od 16. storoia zasadne ovplyviiuje medzinarodné
vztahy. Ide o pojem a pristup, ktory je spojeny tiez predovsetkym s realizmom
a neorealizmom v tedrii medzinarodnych vztahov (BarSa — Cisat 2008, s. 67 — 73).
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Povazuje sa za vyznamny prvok — sposob stabilizacie medzinarodnych vztahov. Bar$a
a Cisai uvadzaji, ze mocenskd rovnovaha, ktora sa moéze interpretovat ako stav,
politika alebo systém, ma vnutorne protire¢ivy charakter (Bar$a — Cisat 2008, s. 73 —
75).

Sheehan poukazuje na tri historické podoby systému rovnovahy sily
v medzinarodnych vztahoch — v 18. storo¢i, v ,,dlhom* 19. storo¢i a v jadrovom veku
(Sheehan, 1996). Vyvoj nazorov na koncepciu rovnovahu moci v tedrii
medzindrodnych vztahov charakterizuje Sedivy vseobecne — historicky (Sedivy,
1998a) a s dorazom na 20. storocie (Sedivy, 1998b).

Koniec bipolarity, rozpad ZSSR, rasttici vplyv USA a zvySujuci sa vyznam
medzinarodnych organizacii v 90. rokoch viedli k uvaham, ¢i Vestfalsky systém este
plati aako tato situdcia Co podmienuje aj rovnovdhu sily, na Co vSak nie st
jednoznacné nazory (Jacobsen — Sampford — Thakur 2008, Kreuder — Sonnen — Zangl,
2015). Pri charakteristike rovnovahy sily v 21. storoc¢i sa na jeho zaciatku zdéraziiovala
jej podmienenost’ novymi bezpecnostnymi vyzvami a Specifikami v réznych regiéonoch
— v Eurépe, v strednej Eurazii, na Blizkom vychode, vo vychodnej Azii, juznej Azii
a Latinskej Amerike (Paul — Wirtz — Fortmann, 2004).

De Keersmaeker multipolaritu skiima v rameci tedrie polarity a rovnovahy sily
v teorii medzinarodnych vztahov a sucasny — ,,poststudenovojnovy* — svet porovnava
s multipolaritou (europskym koncertom velmoci) v 19. storo¢i (De Keersmaeker,
2017). Little charakterizuje problém rovnovahy sily ako metaforu, mytus a model,
priCom porovnava pristupy realistov, resp. neorealistov Morgenthaua, Bulla, Waltza
a Mearsheimera (Little, 2007).

Z teoretického pohladu méa skiimanie problému polarity (multipolarity) aj
d’alsiu dimenziu, spojentt s usporiadanim medzindrodnych vztahov, ktoré sa tiez
prelina s mocenskou rovnovahou. V anglojazyCnej literatire sa pouziva pojem
international order - medzindrodny poriadok (Paul — Hall 1999, Maull 2018, Kocs
2019).

Specificky fenomén usporiadania medzinarodnych vztahov predstavuje
chapanie svetového poriadku. Volne ho moZzno chédpat ako synonymum
medzinarodného poriadku. V réznych suvislostiach sa pouziva pojem novy svetovy
poriadok (new world order), ktory ma vsSak len malokedy neutrdlny vyznam.
Najrozsirenejsie su dve chapania.

V prvom chapani sa novy svetovy poriadok spaja s niektorymi viziami
zahrani¢nej politiky USA. Pojem sa objavil v tomto zmysle prvykrat na konci prvej
svetovej vojny v suvislosti s predstavami prezidenta USA Wilsona o svetovom mieri.
Podnet pre ,,inovaciu“ fenoménu dal rozpad bipolarity a o novom svetovom poriadku
v tychto podmienkach — pod vedenim USA — hovoril prezident G. Bush st. v septembri
1990 v prejave ,,.Smerom k novému svetovému poriadku“ na spolo¢nom zasadnuti
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Kongresu USA (Address, 1990). Vyvoj tejto idey v zahrani¢nej politike USA a jej
suvislosti a dosledky skima Williams (2007).

Koncepcia ,,amerického” chapania nového svetového poriadku ,,inovovana“
po rozpade bipolarity bola uz od zaciatku kritizovana aj v samotnych Spojenych
Statoch ako Specificky pokus upevnit’ ich poziciu v novych podmienkach, pri¢om
prinasa pre svet komplikdcie (Chosudovssky 2003, Engdahl 2011). Dice kriticky
uviedol: ,,Novy svetovy poriadok je len prijatelnejSie meno pre anglo-americku
svetovu riSu. Ide o planetarnu dominanciu Londyna, Washingtonu a New Yorku nad
zvyskom sveta” (Dice 2010, 5 — 6). Naplianie tejto vizie viak nardzalo na tazkosti,
najmi po nastupe G. Busha ml. do funkcie prezidenta USA a nakoniec skoncilo
neuspesne, ,,stratene®, podobne ako predstava o novom americkom storo¢i.

Druhym rozsirenym chéapanim je diametralne odlisna koncepcia nového
svetového poriadku spojena s jeho konSpirologickymi interpretaciami, ktoré sa v novej
vlne rozsirili tiez po rozpade bipolarity (Still 1990, Rivera 2010). Mnozstvo znacne
zjednodusenych modelov nového svetového poriadku je postavené predovsetkym na
réznych podobach tvrdeni, ze ¢ast’ nadnarodnych elit alebo tajnych spolo¢nosti (napr.
slobodomurarov, iluminatov, rosencrucianov a i.) popr. organizacii typu New Age atd’.
sa snazia o ziskanie moci nad politikou, hospodarstvom a médiami na celom svete
avzaujme toho manipuluju nimi. Tento pohlad sa spaja s doterajSou podobou
globalizacie na zapadny (americky) sposob a charakterizuje ju ako totalitu. Hoci rad
kon§piracnych tedrii je starych (viaceré vznikli uz po Velkej francuzskej revolucii),
v stcasnosti su vel'mi popularne najma v USA (Melley 1999, Fenster 2008), odkial’ sa
stale Siria do sveta.

Vyvoj, ktory v medzinarodnych vztahoch avich usporiadani nastal po
rozpade bipolarity, je vo viacerych ohladoch odliSny od predchadzajticeho, ktory
funguje od vzniku Vestfalskeho systému. Pri skumani aktualneho stavu vytvarania
multipolarity sa nové podmienky neraz komparuji s minulostou. V stvislosti s tym sa
v odbornych kruhoch neraz kladie otazka, ¢i sa podoba situdcia vo svete viac tomu, ¢o
bolo pred druhou svetovou vojnou alebo pred prvou svetovou vojnou a vynimoéne sa
dokonca hl'adaju paralely so zaciatkom 19. storocia (Heuer, 2012).

4 O ZNAKOCH A PRVKOCH MULTIPOLARITY V MEDZINARODNYCH VZTAHOCH V 21.
STOROCI

Multipolarita v 21. storo¢i sa spaja s d’alsim oslabovanim a ipadkom Zapadu,
o ktorom sa zacalo uvazovat’ uz po prvej svetovej vojne (Spengler, 2007). Vzhl'adom
na to, Zze politickym centrom Zapadu sa stali USA, sa v sticasnosti zvyrazinuje, ze
vyznamnym prvkom vytvarania multipolarity — podnetom k nemu je ich oslabovanie
aupadok (Acharya, 2018), ale aj kriza v transatlantickom poriadku (Anderson —
Ikenberry — Risse, 2008). Pieraccini uvazuje o multipolarite vo svete ako bariére proti
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dominancii Washingtonu (Pieraccini, 2016). Ruski autori prisli s koncepciou krachu
unipolarneho sveta (Prochanov et al., 2019).

Za zakladnych aktérov — svetové centra sily v multipolarite 21. storocia sa
spravidla povazuji USA, CLR, EU aRF. Len vynimoéne k nim niektori autori
pridavaju aj iné Staty napr. Indiu (Murray — Brown 2012, s. 131 — 160). Problém
spoCiva v tom, Ze $tyri potencialne svetové centra sily v multipolarite 21. storoCia sa
vyznacuju asymetriou ako v politickej a bezpe¢nostnej, tak aj ekonomickej dimenzii
akazdy znich zatial predstavuje odlisnt entitu. Ich potencidly v jednotlivych
dimenziach sa rozne porovnavaju, ale okrem toho, ze $ancu stat’ sa v urCitom case
supervelmocou ma CLR, hodnotenia nedospievaju k jednotnym zaverom.

V multipolarite v 21. storo¢i budii okrem toho, Ze sa vytvara bez jasného
ramca dohdd medzi hlavnymi centrami sily, minimalne tri prvky, ktoré si v porovnani
s predchadzajucim vyvojom medzinarodnych vztahov vo Vestfalskom systéme
kvalitativne nové. Prvy prvok suvisi s tym, ze vzhl'adom na presun politického centra
Zapadu ako aj celého sveta z Europy do USA bude mat’ multipolarita skutocne svetovy
charakter. Europsky koncert vel'moci po Viedenskom koncerte vychadzal z mocenske;j
rovnovahy eurdpskych velmoci — Velkej Britanie, Ruska, Pruska (neskor
zjednoteného Nemecka), Rakuska (neskdr Rakusko-Uhorska) a Francuzska a mimo
Europy bol zalozeny predovsetkym na prvkoch delenia sveta medzi europskymi
vel'mocami, resp. ich sfér zdujmov. Ku koncu 19. storocia vSak tento systém dostaval
Coraz viac trhlin, najmd vdaka ambicidm zjednoteného Nemecka, ale aj d’alSich
protireCeniam sudobého imperializmu. V multipolarite 21. storoCia preto konci aj vysSe
500 ro¢na dominancia Zapadu v medzinarodnych vztahoch.

Druhym prvkom bude, Ze multipolarita 21. storofia bude znamenat aj
civilizatnii zmenu, lebo viiom bude pdsobit minimalne jeden nezapadny aktér
(potencialna supervelmoc) — Cina. Okrem toho v suvislosti so vztahom Zapadu
k Rusku v poslednych rokoch (ale aj v dlh§om historickom vyvoji) vznika aj otazka, ¢i
je Rusko zapadny alebo nezapadny aktér. Na tto otdzku sa v ruskych kultirnych ¢i
politickych dejinach prinajmensom od vzniku Danilevského prace Rusko a Europa
v roku 1869 stale diskutuje (Polikarpov 1995, Sulika 2012).

Tretim prvkom je rastici vyznam avplyv pdsobenia neStatnych aktérov
medzinarodnych vztahov. V suvislosti stym vznika teoreticky problém, ako
charakterizovat’ EU, ktora nie je Staitom, ale ani ,klasickou* medzinarodnou
organizaciou. Vo vieobecnosti sa EU povaZzuje za novy typ aktéra medzinarodnych
vztahov (McCormick 2006, Kratochvil 2013).

Rozpracovavaniu problému multipolarity venuju zvySenu pozornost’ v Rusku.
Za duchovného otca tejto koncepcie sa povazuje rusky minister zahranicnych veci
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Primakov’ (Lavrov, 2015). Existuje velky podet teoretickych prac (Volkonskij 2017,
ugin 2013, Perskaja — Gluchovcev 2011) a zavery o multipolarite v medzinarodnych
vzt'ahoch st aj sucastou bezpecnostno-politickych dokumentov. V Stratégii narodnej
bezpecnosti RF podpisanej V. Putinom 31. decembra 2015 sa v ¢l. 13 uvadza, ze
,proces formovania nového polycentrického modelu svetového usporiadania je
sprevadzany narastom globalnej a regionalnej nestability* (Ukaz, 2015).

O multipolarite sa uvazuje aj v Cine. Objavuje sa aj v koncepciach &inskych
vodcov. Bola to harmonicka spoloénost’ (svet) Chu Tin-tchaa® a ¢insky sen Si Tin-
pchinga’® (Saich, 2015). Koncepcia sa objavuje aj v najvyznamnejsich &inskych
oficialnych dokumentoch — materialoch zjazdov Komunistickej strany Ciny
(Rezoljucija, 2017).

Teoreticky problém multipolarity vratane vztahu k EU rozpracovavaju aj
eurdpski autori (Toje 2010, s. 156 — 176, Smith 2013, Holman 2019). K téme sa
uverejiiuji materialy aj v zariadeniach EU — napr. Inititate bezpeénostnych §tadii EU
(Peral, 2009) a v Europskom vybore pre zahrani¢né vzt'ahy (Krastev — Leonard, 2010).
V Globalnej stratégii pre zahrani¢ni a bezpecnostnii politiku Europskej tnie z roku
2016 sa viak o multipolarite nepiSe a uvadza sa, ze ,,EU bude presadzovat’ globalny
poriadok zaloZzeny na pravidlach, ktorého hlavnou zésadou je multilateralizmus
a jadrom Organizacia Spojenych narodov* (Spolo¢na 2016, s. 4).

V USA sa téma neraz prezentuje v kontexte réznych modelov fungovania
medzinarodnych vztahov po skonceni ich dominancie — unipolarity, ktoré sa vSak
stavaji vyhybavo az odmietavo k pdsobeniu multipolarity. Haass priSiel sideou
,hepolarneho* sveta, ktorému dominuje nie jeden alebo dva alebo dokonca nickol’ko
Statov, ale desiatky aktérov, ktori vlastnia a vykonavaju rézne druhy moci (Haass,
2008). Kupchan vznikajiicu pomer sil charakterizuje ako ,,svet nikoho®, v ktorom
narasta sila ,nezapadného zostatku sveta“. Zakladajuice mysSlienky Zapadu -
demokracia, kapitalizmus a sekularny nacionalizmus — sa budu aj nad’alej Sirit’ a difa,
ze tieto myslienky zabezpecia, aby si zachoval svoje prednosti aj v zapase s rasticou
silou Ciny, Indie a ostatnych silnejticich mocnosti (Kupchan, 2013).

7 Jevgenij Primakov (1929 — 2015) bol od decembra 1991 do januara 1996 riaditeom sluzby
zahrani¢nej rozviedky. Od januara 1996 do septembra 1998 bol ministrom zahrani¢nych veci
a od septembra 1998 do maja 1999 predsedom vlady RF.

¥ Chu Tin-tchao (1942) bol od novembra 2002 do novembra 2012 generalnym tajomnikom
Komunistickej strany Ciny a od marca 2003 do marca 2013 predsedom (prezidentom) CLR.

? Si Tin-pching (1953). V novembri 2012 sa stal generalnym tajomnikom Komunistickej strany
Ciny a v marci 2013 predsedom CLR.

44 o Slovak Journal of International Relations, 2020, no. 1



5 O VYBRANYCH PRIPADOCH PROTIRECIVOSTI VYTVARANIA MULTIPOLARITY V 21.
STOROCI

Protire¢ivo vznikajica multipolarita v 21. storo¢i ma zatial pomerne
asymetricky charakter a je spojena s mnozstvom nezodpovedanych otazok. Nejde len
o kvalitativne rozdiely v hlavnych ukazovatel'och sily (potencialu) spominanych
Styroch potencialnych centier moci, ale aj o ich geopolitické rozmiestnenie, z ktorého
vznikaju viaceré teoretické otazky, suvisiace so stavom medzindrodnych vztahov,
ktory vznikol po rozpade bipolarity, ale ma aj starSie historické korene. Pohl'ad v tejto
Casti prispevku je predovsetkym politicko-analyticky a opiera sa o aktudlne medialne
zdroje. Nejde o komplexnii ani ucelent charakteristiku regionov, lebo v nich
abstrahujeme od socidlno-ekonomickych a kultirnych problémov a charakterizujeme
ich len vSeobecne s preferovanim ich moznych pozicii a rol vo fungovani vytvarajicej
sa multipolarity v spojeni so zakladnymi geopolitickymi a bezpe¢nostnymi aspektami.
Ide preto aj o prispevok do diskusie na tato tému vo vedeckych a odbornych kruhoch.

Styri potencidlne centra moci sa nachadzaju v dvoch oblastiach. Prvou je
velmi velké, relativne ucelené uzemie od zapadnej Eurdpy cez Rusko do Ciny, kde
mozno vyclenit’ az tri velké regiony s viacerymi subregionmi, v ktorych bude moct
dochadzat’ k supereniu, resp. budu sa musiet’ vyriesit problémy, ktoré maju svoje
korene v bipolarite, ¢i aj davnejsie.

Tieto tri vel'ké regiony sa uréitym sposobom prelinaju. Prvym je eurdpsky
kontinent, druhym tzemie byvalého ZSSR a tretim Daleky vychod, priom vsade st
ur¢ité medzinarodnopolitické (geopolitické) problémy.

Geopoliticky na eurdpsky kontinent patri aj Rusko s jeho eurdépskou cast'ou.
Ide spolu o rozlohu necelych 10,5 mil. km® s necelymi 750 mil. obyvatel'ov. Nie vietky
Staty na eurépskom kontinente su v EU, ktord ma 27 ¢lenskych $tatov. Pominieme, Ze
v Zapadnej Eurdpe nie s ¢lenmi EU Svajéiarsko a Nérsko (a od roku 2020 aj Velka
Britania). NajzloZitejsia je situacia na zipadnom Balkéane, kde nie si ¢lenmi EU
Albansko, Bosna a Hercegovina, Severné Macedonsko, Srbsko a Ciastone uznané
Kosovo, ¢o ma aj niektoré $pecifické historické suvislosti. Dalsie problémy stvisia
najmi s dotykom uzemi EU a RF.

Novy problém, ktory vznikol v Eurdpe, je brexit — vystupenie Velkej Britanie
z EU, ktory priniesol viaceré novych otazok. Z hl'adiska vytvarania multipolarity ide
najmi oto, aké budi medzinarodnopolitické vztahy v trojuholniku EU — Velka
Britania — USA. Novymi teoretickymi problémami — ide vSak o fenomény, ktoré
existuju uz vyse 70 rokov, sa mozu stat’ v pripade vytvorenia multipolarity v 21.
storo¢i v Eurdpe pdsobeniec NATO a vojenskd pritomnost” USA. Zatial’ to su piliere
atlantickej spoluprace v bezpecnostnej ale Casto aj politickej oblasti. Ak bude chciet’
byt EU skutoéne samostatnym centrom moci v multipolarite, neméoze byt spdsobom,
ktory pochadza z Cias bipolarity, spojena s USA ani NATO. Riesenie tychto otazok
bude patrit’ z pohladu pozicie EU v multipolarite 21. storo¢ia k najtazsim.
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Druhym velkym regionom je Rusko — najvicsi Stat na svete (s celkovou
rozlohou vy$e 17 mil. km®> as vy$e 140 mil. obyvatelov), vo vztahu ku ktorému
vznikaji viaceré otazky v priestore na zapad ajuh od neho — na byvalom
postsovietskom tizemi'’. Prejavujii sa najmi vo vztahoch s EU ale aj s NATO. Tri
pobaltské republiky — Litva, Lotyssko a Estonsko st v EU i NATO a politicky vplyv
Ruska sa v nich neprejavuje. Dalej st to Bielorusko, Moldavsko a Ukrajina, ktoré sa
nachadzaji na Gizemi medzi Ruskom a EU. Na Ukrajine geopolitické vakuum vyustilo
v roku 2014 do ozbrojeného konfliktu, ktory trva dodnes. Napitie panuje aj okolo
budicej geopolitickej orientacie Moldavska. Bielorusko je zatial volne spojené
s Ruskom vo Zvizovom S§tate. ZvlaStnym subregionom je juzny Kaukaz (Arménsko,
Azerbajdzan a Gruzinsko), ktory sa spaja ako s Europou, tak aj byvalym ZSSR, ale
»Citit* tam uz aj Blizky vychod. Nakoniec ide o oblast’ byvalych stredoazijskych
republik ZSSR, ktoré sa r6znym sposobom postupne politicky vzd’aluju od Moskvy.
Specifickym problémom vo vietkych uvedenych priestoroch je existencia rozne
velkych skupin rusky hovoriaceho obyvatel'stva v jednotlivych  Statoch.
Kontraproduktivne preto posobi rusofobia, nielen na Zapade, ale aj vo viacerych
postsovietskych republikéch, lebo prinasa do medzindrodnej politiky elementy napitia.

Smerom na vychod je situdcia jednoduchs$ia. Ide o hranice medzi Ruskom
a Cinou. Novym fenoménom sa stalo rozvinutie rusko-¢inskej spoluprace, ktort
podnecuje aj zvonku tlak sankcii USA a ich spojencov proti Rusku po udalostiach na
Kryme. Specifickym a starym problémom je, Ze doteraz nebola podpisana mierova
zmluva medzi Moskvou a Tokiom po druhej svetovej vojne. V suvislosti s tym
niektoré kruhy v Japonsku vznaSaju aj poziadavky na Cast’ ruskych tzemi (niektoré
z Kurilskych ostrovov).

Treti velky region predstavuje Daleky vychod (niekedy sa oznaCuje aj za
severovychodnii Aziu). Zarad'uje sa doitho spravidla 6 §tatov: CLR, Japonsko, severna
ajuzna Korea, Tchajwan a Mongolsko — teda s tu dva rozdelené Staty. Sucastou
regionu je aj rozsiahle tizemie ruského Dalekého vychodu. Na tizemi celého regionu
s rozlohou vyse 18,8 mil km” Zije asi 1 650 mil. obyvatelov. Regionu demograficky
a ekonomicky dominuje Cina, ale siln je v iom politicka angazovanost’ USA, ktoré tu
maju okrem toho rozmiestnenych na zakladniach vela vojakov — v juZznej Korei
a Japonsku (najviac na svete). Problémom vo vztahoch medzi USA a Cinou je aj
Tchajwan, s ktorym Washington sice neudrziava pod tlakom politiky jednej Ciny
diplomatické vztahy, ale vroku 1979 prijal zadkon o vztahoch snim, ktory ma
nahradzovat’ diplomatické styky a obsahuje aj niektoré pasaze zo zmluvy o vzajomnej
obrany, ktora platila v rokoch 1955 — 1979. Vojenské dodavky USA na Tchajwan
Zasto vedu k napitiu vo vztahov medzi CER a USA. S réznou intenzitou prepukaji
problémy okolo raketového a jadrového programu severnej Korey. V poslednych

' Byvaly ZSSR mal rozlohu vyse 22 mil. km” a v &ase rozpadu vyse 290 mil. obyvatelov.
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rokoch sa zvysilo aj napétie v oblasti Juhocinskeho mora kvoli niektorym krokom
Ciny, na ktoré vSak reaguju viaceré opatrenia USA. More viak uz zasahuje aj do
regionu juhovychodnej Azie.

Druhou oblastou je Severna Amerika, kde sa okrem USA nachadza uz len
Kanada (spolu maju tizemie vyse 19,8 mil. km® a asi 365 mil. obyvatelov) a forméalne
zemepisne aj Gronsko (dnes sucast Danska), od ktorého budeme abstrahovat.
Z hladiska vytvarania multipolarity v 21. storo¢i ide vlastne o jedinu oblast’ vo svete,
kde v medzinarodnopolitickych vzt'ahoch nie su ziadne vazne problémy (ide o stav,
ktory existuje od Cias, ked’ sa USA ocitli v pozicii svetovej ve'moci). Kanada udrziava
so Spojenymi Statmi priatel'ské politické vztahy (a oba Staty st aj spojencami
v NATO). Hoci existuje usilie Quebecu o osamostatnenie, v kontexte regionu vsak
nemoze priniest vazne problémy, lebo nie je ni¢ zndme o pripadnom zaujme
niektorého z d’al§ich potencidlnych centier moci o jeho vyuzitie.

Praktickym, realnym problémom, ktory teéria medzinarodnych vztahov aj
v suvislosti s vytvarajicou sa multipolaritou v 21. storo¢i riesi opit’ nejednoznacne, je
pozostatok bipolarity a studenej vojny — rozmiestnenie vojakov USA na zakladniach
v §tatoch EU, ale aj v blizkosti izemia Ruska a Ciny aich politicka angaZovanost
v §tatoch v ich susedstve (blizkosti). Napriek tomu, ze vplyv USA v poslednych
rokoch vo svete poklesol, tymito bezpecnostno-politickymi aktivitami si udrziavaju
poziciu jedinej supervelmoci. Maju aj d’aleko najvyssie naklady na vojenské ucely na
celom svete. Okrem siete vojenskych zakladni Washington disponuje aj najvac¢Sou
flotilou velkych lietadlovych lodi, ktora tvori viac ako polovicu ich poctu na celom
svete''. Vplyv vo svete si USA udrziavajt aj rozvijanim kontaktov v réznych kruhoch
spojeneckych i dalSich Statov, ktoré si vytvorili v case bipolarity, popr. ktoré
systematicky zacali rozvijat’ v postsocialistickych Statoch.

Ak aj RF aCLR v poslednych rokoch podnikli viaceré kroky v oblasti
modernizacie svojej vyzbroje a zvysenia vojenskych vydavkov (najmi Cina), celkovy
vojensky potencial (s vynimkou raketovo-jadrovych sil RF) USA je vyssi. RF a CCR
uskuto¢nuju vojenské opatrenia najma s ohl'adom na situaciu v blizkosti svojho uzemia
a za hranicami maju vel'mi malo vojenskych zakladni, ktoré nie su v blizkosti USA.

Aktualna i perspektivna situdcia na viacerych velkych tzemiach, ktoré su
nachadzaju mimo Uzemia Styroch potencialnych centier moci asu z hladiska ich
posobenia ,,volné“, je elte zlozitejsia. Staty vtychto regiénoch zazili rdzne
,Hhistorické™ osudy a $tyri potencidlne centra moci k nim maji rozdielny, ktory sa meni
niekde aj v stcasnosti. M6ze byt poznamenany aj kolonializmom, ako i politikou,
ktort vo¢i nim uplatiiovali pocas bipolarity jej dva bloky.

' Podra neoficialnych tidajov zo zhruba 20 (daje sa réznia, lebo niektoré lode sa rekonstruuji)
velkych lietadlovych lodi 11 patri USA, pricom ide o najvécsie lode (10 lodi patri do triedy
Nimitz — s vytlakom okolo 100 000 ton, jadrovym pohonom a posadkou okolo 4 000 ¢lenov,
ktoré mézu niest’ vyse 90 lietadiel).
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Zvyraziujeme pohl'ad na tieto regiony ako celok, ale v niektorych sa objavuju
Staty susilim ziskat' silnejSiu geopoliticki poziciu. Pritom pdsobi aj snaha vyuzit
vztahy z minulosti najméd s USA, ovela menej s dnesnou Moskvou, a len vynimocéne
s Cinou. Politika tychto §tatov je Gasto podmienena najmi vnutropolitickou situaciou,
popr. rezimom, ktory vnich vladne acasom sa tiez mdze zmenit. Vo vSetkych
uvedenych regionoch s vynimkou Latinskej Ameriky a Karibiku je velmi
diferencované narodnostné a nabozenské zlozenie, priCom sa prejavuji spory, ktoré
mozu mat’ aj hlbsie historické korene a pdsobia az do sucasnosti.

Latinskd Amerika a Karibik boli od ¢ias Monroeovej doktriny doménou USA,
ale v druhej polovici 20. storoc¢ia tam zacali vznikat’ ,,protiwashingtonsky* orientované
nacionalistické a lavicové (socialistické) rezimy a vlady, ktoré si toto zameranie
udrziavaju dodnes (Kuba vySe 60 rokov). Region uz nie je medzinarodnopoliticky
homogénny. V roku 2010 sa vytvorilo Spolocenstvo latinskoamerickych a karibskych
statov'? ($panielsky Comunidad de Estados Latinoamericanos y Caribefios), ktorého
¢lenmi je 33 $tatov na uzemi vySe 20 mil. km® s vySe 600 mil. obyvatelov. Ide
o vietky Staty na americkom kontinente okrem USA a Kanady. Specifickym
fenoménom je podsobenie Brazilie v skupine BRICS. Nejasnosti vo vyvoji regionu
vyvolalo aj zrieknutie sa USA Monroeovej doktriny Obamovou administrativou
vnovembri 2013. Trumpova administrativa vSak tento postoj zmenila a jej
predstavitelia sa viackrat vyjadrili, Ze ju nepovazuju za prekonant.

Afrika (celkova plocha vyse 30,5 mil. km® a viac ako 1 200 mil. obyvatelov)
sa spravidla ¢leni na severnu a subsaharsku. Severnd Afrika sa Casto spaja s Blizkym
vychodom do regidonu severnd Afrika a Blizky vychod — znameho aj pod anglickou
skratkou MENA — Middle East and North Africa. Formalne politicky do severnej
Afriky zaradime len 5 Statov — Alzirsko, Libyu, Maroko, Tunisko a Ciastocne uznant
Saharska arabsku demokraticka republiku (spolu asi 75 mil. obyvatelov). Egypt
s rasticim pocCtom obyvatel'stva (odhady su uz aj okolo 100 mil.) sa tu sice tiez
nachadza, ale politicky sa povazuje za stucast’” Blizkeho vychodu. Do subsaharske;j
Afriky mozZno zaradit' az 49 Statov, ktoré lezia Ciasto¢ne alebo uplne pod Saharou
amaju uz vyse 900 mil. obyv. Subregion z viacerych dévodov predstavuje socialno-
ekonomicky najzlozitejSiu ¢ast’ sveta s najvacsimi tazkostami. Po rozpade bipolarity
poklesol ofiu zdujem. V tomto storoci postupne zacali zvySovat o Afriku zadujem
vietky potencialne centra moci, pri¢om zatial’ narasta najmi vplyv Ciny. Specifickym
fenoménom je tiez Clenstvo Juhoafrickej republiky v skupine BRICS (od roku 2011).
AU zatial nema mimo kontinentu vyrazny politicky vplyv.

Blizky vychod ¢i uz v uzSom chapani (ide o tizemie 17 Statov s rozlohou vyse
7 mil. km® a s takmer 400 mil. obyvatel'ov) alebo v podobe MENA je bezpetnostne

12 Brazilia, na Gele ktorej je od januara 2019 ,prowashingtonsky*“ pravicovy, konzervativny
prezident J. Bolsonaro v januari 2020 pozastavila svoje clenstvo v spolocenstva. Na t'azkosti vo
fungovani spolo¢enstva poukazuje aj to, Ze v rokoch 2018 a 2019 sa nezisli jeho samity.
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najnestabilnejsi region sveta. Mozno tu registrovat’ sice pokles vplyvu USA najmi
v dosledku ich zapojenia do ozbrojenych konfliktov v regione a snahy politicky
zasahovat’ do vnutornych zalezitosti viacerych Statov, ale ich pozicia je stale vel'mi
silna. V poslednych rokoch sa prejavuje aj usilie RF obnovit’ niektoré prvky vplyvu
byvalého ZSSR v regione. Zatial’ to je citelné len v Syrii a existuji urCité naznaky
v Libyi alraku. EU ma tiez snahu zvysit svoj vplyv v regione, ktory vsak zatial
nepriniesol markantné politické vysledky. Cina zatial’ zvy$eny zaujem o tento region
neprejavuje a pri rieSeni problémov v nom zdéraziuje potrebu dodrziavat' zasadu
nezasahovania do vnutornych zalezitosti inych §tatov. Na zlozitost’ Blizkeho vychodu
poukazuje aj to, Ze je tu niekolko stredne velkych Statov, ktoré maju ambicie ziskat
v iom (niekedy aj v SirSom priestore) silnejSiu poziciu. V poslednych rokoch sa zvysili
takéto ambicie u Turecka, dlhSie trvaji u Iranu a Saudskej Ardbie (aj v kontexte Sitsko-
sunnitského superenia v islame). Vzhl'adom na vyvoj v Egypte, ktory ma najviac
obyvatel'ov v regione, jeho ambicie v regione nie su také vyrazné ako v minulosti.
Zvlastne postavenie ma Izrael, najmé v dosledku podpory Spojenymi Statmi. Z vyvoja
v poslednych desatrociach je len Cisto hypotetickou otdzkou, ¢i moéze vzniknut
spojenectvo arabskych Statov, ktoré bude vystupovat ako aktér medzinarodnych
vztahov. V regidne existuju dve velké otazky, ktoré sa zrejme nedaju vyriesit bez
velkych medzinarodnych dohod — izraelsko-palestinsky konflikt a Kurdistan.

Stredna Azia je z uvedenych regionov najmensia (rozloha necelych 4 mil. km?
a vySe 55 mil. obyvatelov) a vymedzuje sa roznym spdsobom. Pre potreby prispevky
zostaneme pri relativne zjednoduSenom politickom chapani, ktoré sa dnes Casto
pouziva a charakterizuje ju ako pét stredoazijskych republik byvalého ZSSR. Tri
znich susedia aj s Cinou. Specifi¢nostou tychto §tatov je, Ze v nich prevazuje
obyvatel'stvo islamského vierovyznania. Rusky a sovietsky vplyv poznacil region, ale
v sucasnosti pozicia Moskvy vnich upadd ardzne posobia prvky islamského
radikalizmu. Komplikacie prindSa aj susediaci Afganistan. Rozlohou najvicsi je
Kazachstan, ale najviac obyvatelov ma Uzbekistan (vySe 40 % v regione). Z réznych
dovodov sa v tomto priestore angazuju aj USA a z tohto dovodu moéze ist’ o region,
v ktorom sa v budicnosti bude zvySovat’ geopolitické superenie.

Juzna Azia je region, kde Zije vyse 1,8 miliona obyvatelov, pri¢om ide len o 8
statov ale srozlohou vyse 5,1 mil. km? (Afganistan, Bangladés, Bhutan, India,
Maledivy, Nepal, Pakistan a Sri Lanku). Dominuje mu India, ktora ako sme uz uviedli,
sa niekedy povazuje za potencialne centrum sily v nastdvajicej multipolarite. Zaroven
je aj ¢lenom skupiny BRICS. Napriek tomu ma rozdielne (aj historicky podmienené)
vztahy s Moskvou a Pekingom. ZvlaStnym problémom, Ze India a Pakistan vlastnia
jadrové zbrane a Ze st medzi nimi dlhodobo napité vzt'ahy. Aj v tomto regione sa
oproti minulosti snazia viac angazovat USA, ktoré zacali uplatiovat’ koncepciu
(stratégiu) indo-tichooceanskeho priestoru s cielom obmedzovat’ posobenie Ciny.
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Juhovychodna Azia sa spravidla vymedzuje ako regién vychodne od Indie,
juzne od Ciny a severne od Australie. V 11 §tatoch Zije na izemi necelého 4,5 mil. km®
viac ako okolo 650 mil. I'udi. Ma pevninskt (Kambodza, Laos, Mjanmarsko, Thajsko,
Vietnam) a ostrovni (Brunej, Filipiny, Indonézia, Singapur, Vychodny Timor).
Malajzia sa rozprestiera na pevnine iostrovoch. Vo viacerych z tychto Statov zijua
Cifiania — najviac v malom Singapure (viac ako tri §tvrtiny obyvatel'stva), v Malajzii
(viac ako Stvrtina obyvatel'stva) a Thajsku (viac ako 10 %), pricom casto maju vel'mi
silni ekonomicku poziciu. Indonézia, ktorej obyvatel'stvo stale rastie (niektoré odhady
st uz vyse 250 mil.), je Statom, kde Zije najviac moslimov — k islamu sa hlasi viac ako
85 % obyvatel'stva. V tomto regiéne maju USA zlu povest, najmi vo Vietname, kde
viedli nesmierne krutii vojnu. Washington tu vSak ma aj silné spojenecké vézby z Cias
bipolarity. V poslednych rokoch sa vregione zvySilo napitie kvoli Spratlyho
ostrovom, na ktoré si robia naroky viaceré Staty.

Problémom tedrie medzinarodnych vztahov ale aj ich praxe je, aké vztahy sa
k tymto regiénom vytvoria v centrach sily v multipolarite 21. storo¢ia. M6Zu sa v nich
(nielen v regioénoch, ale aj Statoch v ich ramci) vytvorit' sféry vplyvu, alebo vazne,
kritické problémy sa budu riesit’ v jednotlivych pripadoch ad hoc cestou dohody medzi
potencidlnymi centrami moci. Do ivahy treba brat’, ako pri tom méze pdsobit’ okrem
zaujmov potencialnych centier moci geopolitika, ale aj pocet obyvatel'stva v nich, ako
i d’alSie najma ekonomické faktory.

Vyluéené nie je ani to, Ze sa vytvori eSte nejaké nové centrum sily v podobe
niektoré¢ho velkého, silné¢ho Statu v tychto regionoch, alebo sa integraciou vytvori aktér
podobny EU. Vo viacerych regionoch takéto zoskupenia posobia, ale maji rozdielny
stupeni integracie a ich politicky vplyv nie je patricne silny. Vyvoj smerom k novej
multipolarite moézu okrem geopolitickych a bezpecnostnych aspektov ovplyvnit' vSak
aj socialno-ekonomické faktory.

6 ZAVER

Vytvaranie multipolarity v medzinarodnych vztahov v21. storoéi je
problémom, ktory je napriek mnozstvu zdrojov na tato tému stile vo svojich
zaciatkoch a zatial’ je nevyhraneny. Ide o otdzku diskusného charakteru.

Existuje zhoda na tom, Ze centrami moci v multipolarite 21. storocia by sa
mali stat USA, CI’R, EU a RF. Existuje viak vyrazna asymetria, lebo kazdy z tychto
aktérov medzinarodnych vztahov predstavuje zvlastnu entitu s urcitymi odlisnostami.
Vzhl'adom na medzinarodné vzt'ahy, v ktorych sa multipolarita utvara, zatial’ nemozno
predpokladat’, ze tito aktéri by sa stretli na nejakom fore, kde by sa dohodli na jej
principoch. Mame pred sebou dlhSie obdobie, v ktorom sa multipolarita (ako aj
rovnovaha sily v nej) bude utvarat’ tazko, zlozito a protirecivo, priCom nie je isté, ¢i jej
kone¢na podoba bude taka, ako vyzera jej sucasna vizia.
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1 INTRODUCTION

Poverty is one of the most complex and widespread global problems humanity
has ever faced. And while trying to find different ways to eradicate poverty, the experts
found that one of the most effective means able to fight the poverty is trade. Thus,
encouraging the trade has become common way, how richer countries try to help poor
countries. Developed and some developing countries grant unilateral trade preferences
to poor countries to make it easier for them to market their products on the world
market and benefit from engaging in international trade. Although there is currently
around fifty countries provide unilateral trade preferences this paper deals solely with
the three preferences schemes of the European Union, the United States and China.

The first part of this paper provides a brief overview of preference schemes for
the LDCs provided by the European Union, the United States and China. Although
these preferences have been granted for a long time, to this point, it is not clear
whether they achieve their purpose of promoting exports of beneficiary countries.
Selected studies dealing with the impacts of preferential schemes are closer discussed
in the literature review.

The majority of authors, including those mentioned in the literature review,
who dealt with trade preferences in their studies sought to measure the impact of these
preferences on the volume of exports of the beneficiary countries. The most common
tool used in these impact studies to assess whether and by how much exports to
countries granting preferences increased was the gravity model. Compared to these
studies we intend not to assess the impact of preferences on the volume of exports
from LDCs but to map the changes in the structure of these exports that have occurred
since the introduction of the preferential schemes.

The main aim of the paper is to find out how the exports of the least developed
countries have evolved in terms of the commodity structure since the introduction of
the main preferential schemes for LDCs — Everything but Arms of the European Union
and African Growth and Opportunity Act of the United States and later Chinese duty-
free, quota-free program. We also try to find out whether the geographical structure of
exports of the least developed countries within the three selected economies, i.e. the
European Union, the United States, and China, has changed over the years especially
after the introduction of the preferential system of China in 2010.

The paper will therefore provide answers to the two offered research questions.
The first research question is whether the beneficiary LDCs' exports evolve over the
time towards exports less concentrated and exports of the higher value-added products.

The second research question is whether the introduction of a program for the
LDCs by China in 2010 caused some LDCs to shift part of their exports from the
European Union and the United States to China.

To identify structural changes in the LDCs exports following the introduction
of the preferential schemes in question, several groups were separately created 2000
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and 2018 within the LDCs. These groups were generated based on the similarity of
their exports. For each group applies that all the countries included in it have same
main characteristics and therefore are similar in terms of the export structure and its
geographical focus. Conversely, countries belonging to different groups are very
different in their export structure and geographic focus.

2 BACKGROUND
Empirical evidence supports the idea that the expansion of trade is one of the

most proven means to boost the growth and development of developing countries
(Grossman & Helpman, 2015). Therefore, all countries even the least developed ones
should have a chance to engage in international trade and benefit from it. But being
successful in competing with others in the world market can be difficult for some
countries, especially the less developed ones. The idea that developing countries
should receive “special and differential treatment” in the trade area originated from the
General Agreement on Tariffs and Trade (GATT) in the early 1970s. Under the GATT
was in 1979 adopted Enabling clause which allows developed members to give
differential and more favorable treatment to developing countries. This special
treatment can take several different forms, although its most well-known form is the
Generalized System of Preferences (GSP). Under this scheme, developed countries
apply concessional measures towards developing countries in the form of unilateral
trade preferences (Pareja et al., 2016). As the word unilateral implies, these
preferences are granted by a donor country to a developing country without any
reciprocal preferences for the donor’s exports. The expected result of these measures is
an increase in exports of beneficiary countries towards the preference-giving country.
These preferences may take the form of duty-free access to the donor’s market or
substantially lower than the normal Most-favoured-nation tariffs. The list of affected
products varies from several dozens to thousands of items for different preferential
schemes.

Unilateral preferences have been applied since the early 1970s and are
currently part of the trade policies of all developed countries. Most of these countries
have also introduced more privileged preference programs that can be targeted either at
developing countries located in a particular region or countries with a high degree of
underdevelopment.

One of the longest applied and most comprehensive preference schemes is the
Generalized System of Preferences of the European Union. The first GSP scheme of
the European Community was applied in an initial phase between 1971-1981 and has
been subsequently renewed several times. At each renewal, the GSP was also revised
in terms of the range of products covered, quotas and ceilings as well as the lists of
beneficiaries and conditions for the export of agricultural products (Aiello, 2010). The
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General System of Preferences of the European Union is one of the most studied
preferential schemes, especially its Everything but Arms initiative.

The Everything but Arms initiative became part of the European Union's
preferential scheme on March 5th, 2001. This initiative is targeted specifically on the
least developed countries and compared to other preferences under the GSP, the
Everything but Arms has an unlimited period of its implementation. All products from
the least developed countries except for arms and munitions have duty-free access and
access without any quantitative restrictions to the market of the European Union under
the Everything but Arms. The expectations from the EBA were from the beginning
high even though, as Brenton (2003) proved, the vast majority of imports from the
least developed countries have already entered the EU without duty and quotas before
the EBA’s implementation. Currently is 7,200 products covering also agricultural
products including sensitive ones eligible for the EBA initiative.

The second most frequently studied preferential scheme is the African Growth
and Opportunity Act that came into force in 2001 with intend to enforce trade and
investment of sub-Saharan African countries in the United States. This cooperation is
supposed to stimulate economic growth and help the countries of sub-Saharan Africa
to integrate into the world economy (AGOA, 2018). However, like the EBA, the
African Growth and Opportunity Act is not entirely flawless and is criticized for
several reasons. For example, Fayissa and Tadesse (2008) point to the fact that exports
from African countries are mainly dominated by petroleum products with relatively
low value-added and that most of the African imports to the US come only from a few
African countries.

Developed countries are no longer the only ones that provide unilateral
preferences. Recently, several developing countries have also introduced their
preferential schemes. One such a country is China, which in 2001 started to grant duty-
free treatment to developing countries. One of the main prerequisites for granting these
preferences were the good diplomatic relations of the recipient country with China.
Since then, China has been gradually working towards an increase in the product
coverage of its LDC scheme. The Chinese duty-free, quota-free market access program
for LDCs entered into force in 2010 covering 95 percent of China’s total tariff lines.

3 LITERATURE REVIEW
Although unilateral preferences have been applied by developed countries for

a long time, the evidence of their effectiveness is inconsistent. While some authors
conclude that trade preferences contribute to increasing trade, others deny these claims
and say that preferences are not capable of affecting trade in developing countries in
significant way.

One of the authors finding positive effects is Aiello (2010) who studies impact
of preferences on the LDC’s export to OECD countries on three different levels of data
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aggregation: total exports, total agricultural exports, and export flow for ten groups of
agricultural products at 2-digit level. In line with Aiello’s findings, Thelle (2015) finds
that EU’s GSP preferences have contributed to an export increase of covered products
by up to 5%, compared to the pre-preference export level. Thelle also points out that
preferences under the Everything but Arms scheme have generated higher export
responses than preferences under the GSP General Arrangement or GSP+ scheme.

In contrast to these positive findings, there are also several studies showing the
negative impact of non-reciprocal preferences. The effectiveness of the Generalized
System of Preferences is questioned, for example, by Herz and Wagner (2011) who in
their study draw attention to the short duration of effects. They state that the GSP tends
to foster developing countries' exports in the short-run but hampers them in the long-
run. They also point to the fact that the GSP granting countries are initially able to
promote their exports, since the GSP recipients import inputs mainly from the GSP
granting country.

Ornelas (2018) acknowledges the positive effect of preferences on trade but
with some limitations. He claims that unilateral preferences boost the exports of the
least developed countries, but only if these countries are members of the World Trade
Organization (WTO). However, non-reciprocal preferences help non-LDCs promote
foreign sales only if they are not members of the WTO. Cernat (2004) focuses solely
on the impacts of the Everything but Arms on third developing countries and the LDCs
in his study. The study shows moderate trade gains from the EBA initiative with the
largest gains being recorded for sub-Saharan Africa. Only minor impact of EU’s GSP
on the trade of beneficiary countries is found also by Cipollina et al. (2013) with
preferences having a significant impact only in some sectors such as ceramics and
glassware, textiles and footwear and for specific exporters.

Gradeva and Martinez-Zarzoso (2010) on the example of the African,
Caribbean and Pacific LDCs show that eligibility for the EU’s Everything but Arms
scheme alone does not contribute to the increase of the exports of these countries
because there cannot be found any substantial improvements in their export
performance. They also address the issue of replacing development assistance with
non-reciprocal preferences, which they consider to be highly questionable. So far,
studies showing the significant impact of EU preferences on LDCs exports are very
scarce.

Following the introduction of the AGOA by the United States in 2001, the
attention of experts shifted also in this direction. Regarding the AGOA, there is also
prevalent the empirical evidence suggesting little or no significant impact. Among the
studies showing positive effects of the AGOA belongs for example study of Kassa
(2019) in which he claims that most of the eligible countries register gains in exports
due to the African Growth and Opportunity Act. However, the gains are relatively
unevenly distributed, with the exports of oil and other minerals making up the largest
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part of the growth in exports. The study by Wamisho (2015) indicates that the AGOA
trade preferences do not have a statistically significant impact on sub-Saharan Africa’s
agricultural exports. Fernandes (2018) finds the positive impact of the AGOA on the
export of the least developed countries in Africa. He shows on a sample of African
countries exports to the US at HS 6-digit level in 26 years that the biggest boost from
the AGOA to African countries’ exports was for apparel products.

Since China's preferential scheme has been applied for the shortest time of the
three preferential schemes in question, there are very few studies examining it. Here
we can mention the study of Minson (2007) who examines its potential and
weaknesses.

There are also quiet rare studies in which they are the preferential
systems are not only evaluated but also compared to each other. Coulibaly
(2017) examines the impacts of the AGOA and EBA on the LDCs located in
Africa over the period 2001-2015. Although he finds positive impacts of these
preferential schemes, he also states that not all African countries have benefited
from them, such as some West African countries. Klasen’s (2016) study
assesses the impact of specific preference regimes of different economies on the
exports of LDCs. Out of the nine different preferential systems examined, a
positive and significant impact on exports has been proven only in the case of
GSP granted by Canada, Australia, and the European Union.

4 DATA AND METHODOLOGY

The final groups of the LDCs were formed based on the results of two
different cluster analyzes. Cluster analysis is a multivariate method which purpose, as
explained by Bijnen (1973), is ,to group and distinguish comparable units, and
separate them from differing units.” Cluster analysis aims to classify objects based on
given variables into several groups or as Sinharay (2010) put it: to group similar
observations into a number of clusters based on the observed values of several
variables for each individual. The resulting clusters are defined through an analysis of
the given data, where the similarity of the cases within cluster and dissimilarity
between groups is maximized.

The methods of cluster analysis can be divided into two main groups:
hierarchical methods and non-hierarchical methods. To generate groups of LDCs based
on the similarity of their commodity and geographical structure we use agglomerative
hierarchical cluster analysis.

Irani (2016) describes hierarchical clustering as follows: "Hierarchical
clustering algorithms work to divide or merge a particular dataset into a sequence of
nested partitions.” We recognize two types of hierarchy of these nested partitions:
agglomerative and divisive, commonly known as bottom-up and top-down. While in
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the agglomerative clustering each object acts as a separate cluster at the beginning of
the process, in a divisive clustering are all objects gathered in a single cluster and at
each step of iteration the most heterogeneous cluster is divided into two. This way the
initial cluster is gradually decomposed until all the objects form separate clusters.

Agglomerative hierarchical clustering, that we use in this paper, is an iterative
classification multi-step method. Although we can find a number of different
agglomerative hierarchical clustering techniques, they are all based on one single
approach. At the beginning of each agglomeration hierarchical analysis, all objects in
the analysis begin as separate clusters. In the first step, the dissimilarity between the N
objects is calculated. Based on the rule of minimization of agglomeration criterion are
the first two objects clustered together creating a class comprising these two objects.
Then again using agglomeration criterion the dissimilarity between this cluster and
other, now N - 2, objects are calculated. The two objects or classes of objects for which
the agglomeration criterion is minimal are then clustered together. This process is
repeated, reducing the number of clusters in every iteration. At the end of the process,
there is only one cluster containing all objects left.

The graphical output of the hierarchical clustering is a dendrogram. A
dendrogram is a tree-shaped diagram displaying the clusters formed at each step of the
algorithm together with their similarity levels. With the help of the dendrogram, the
optimal number of clusters is selected from all possible cluster solutions.

The objects of our analysis were the least developed countries in the world. To
obtain complex overview of situation of poor countries the countries that already
graduated from LDCs were also included. Since the export data of the least developed
countries were inconsistent, we had to exclude some of the LDCs from the analysis
due to lack of actual data. In the end, the total number of the least developed countries
for which the actual data were available summed up to 41 LDCs.

To identify the changes in LDCs exports to three preference-granting
economies in a given period 2000 - 2018, it was necessary to generate groups of
countries in two different years, at the beginning and the end of the period. The
different number of groups, different characteristics and mainly the change in the
position of individual LDCs within these groups allowed us to identify how the
patterns of LDCs” exports have changed since 2000.

In both cluster analyzes the shares of individual product categories in total EU-
US-China exports of the LDCs acted as variables. These product categories were based
on the Standard International Trade Classification on a one-digit level. These
categories are:
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o food, drinks and tobacco (Sections 0 and 1 - including live

animals);
. raw materials (Sections 2 and 4);
o energy products (Section 3);
. chemicals (Section 5);
. manufactured goods classified chiefly by material (Section 6)
o machinery and transport equipment (Section 7);
. other manufactured goods (Section 8).

Section 3, energy products, was from analysis excluded due to unavailability
of the actual data, therefore we worked with six product categories.

Three main export flows of the LDCs were used in the analysis: exports to the
European Union, the United States and China. Each export flow was divided into six
product categories. This means that we got 18 variables based on which individual
clusters of countries were created. The first six variables are the shares of each product
category exported by given LDC to the EU in total EU-US-China exports of this LDC.
The next six variables are the shares of individual product categories exported to the
USA in EU-US-China exports and the last six variables are shares of product
categories exported to China in EU-US-China exports of the given LDCs. The main
characteristic of each group of the LDCs is the product category that makes up the
largest share of the total export of given LDC and destination of this share. All export-
related data were taken from UNCTADstat, i.e. the statistical database of the United
Nations Conference on Trade and Development.

As a linkage method for the evaluation of similarity between clusters, we used
Ward’s method since this method is most appropriate for quantitative variables.
Ward’s method seeks to join the two clusters whose merger leads to the smallest
within-cluster sum of squares (Moral, 1980). Field (2000) describes Ward's method as
follows: “The difference between each case within a cluster and that average similarity
is calculated and squared. The sum of squared deviations is used as a measure of error
within a cluster. A case is selected to enter the cluster if it is the case whose inclusion
in the cluster produces the least increase in the error.”
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Ward method is calculated as:
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where "’Tj presents the centre of cluster j, and nj is the number of points in it.
A is the merging cost of combining clusters A and B.

As a distance measure we used Square Euclidian Distance, which is measure
proposed for the Ward’s method and also the most common measure used in cluster
analysis when working with interval data. According to Sakthivel (2015) squared
Euclidean distance is the sum of the squared differences between scores for two cases
on all variables calculated as
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where i = Xj, and j = Xj, are two n dimensional data objects.

5 EMPIRICAL RESULTS

In the first cluster analysis based on the export data of the least developed
countries in 2000, the six groups of countries were generated. Then according to the
results of the second cluster analysis based on data from 2018, the countries were again
divided into groups. This time, however, nine groups were identified as the optimal
number.

As can be seen in the Table 1, the five groups in 2018 had the same
characteristics as those of the year 2000. The individual pairs of these groups shared
the same product category that contributed most to their exports and the same
destination of these exports.

We can also see that in 2000 the European union was the most important
export market for all the LDCs excluding 6 countries whose exports were mainly
focused on other manufactured goods going to USA.

The exports of the LDCs in 1% groups were strongly concentrated in both
years. More than 50% of the total EU-US-China exports of these countries were made
of the raw materials exported to the European Union. Moreover, when taking in
account all product categories, almost 90% of the total exports of these LDCs went to
the European Union.
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Both 2™ groups in 2000 and 2018 comprise of countries whose EU-US-China
exports were dominated mainly by machinery and transport equipment and
miscellaneous manufactured articles directed to the European Union. Therefore, we
can say that these countries concentrated mainly on exports of high value-added
products.

Countries in the 3™ groups in 2000 and 2018 also focused on exports of
products with higher added value. The vast majority of their exports were made up of
manufactured goods classified chiefly by material and were directed to the European
Union.

Both 4™ groups included countries which exported predominantly food, drinks
and tobacco to the European union.

Countries in the 5™ groups were also strongly oriented towards export to the
European Union. These countries exported mainly product from two product
categories, i.e. food, drinks and tobacco and raw materials most of which were
exported to the European Union.

As we can see the structure of these groups has changed significantly and only
eight countries remained in the same group in both years, i.e. Burkina Faso, Chad,
Botswana, Burundi, Malawi, Senegal, Uganda, and Yemen. Which means that their
export structure in 2000 and 2018 was similar.

The 6", the last group in 2000 consists of countries whose EU-USA-China
exports were more than fifty percent composed of miscellaneous manufactured articles
destined to the USA. Based on the data from 2018 there was not generated any group
similar to this one. This means that in 2018 the largest share of these countries' exports
was made up of other products than miscellaneous manufactured articles or the largest
share of exports went to the EU or China instead of the United States. For example, in
Bangladeshi and Cambodia, the largest share of exports in 2018 was again made up of
miscellaneous manufactured articles but exported to the European Union instead of the
US. Therefore, we can say that these two countries have shifted part of their exports to
the European Union from the United States.

The other groups created in 2018 have no equivalent among the groups in
2000 and have very different main features. This means that some countries have
changed focus of their exports and thus disconnected from their original groups from
2000 and created completely new ones in 2018.

These were mainly groups of countries whose largest share of exports went to
China in 2018. This was particularly the case for the eighth group in 2018, that
included seven countries for which raw materials to China accounted for the largest
share of exports. The same goes for the sixth group, which included countries whose
EU-US-China export was largely made up of manufactured goods from the sixth
product category heading to China. It can be seen in the table 1 that the 6™ group
actually originated from countries that shifted a significant part of their exports of
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manufactured goods from the European Union to China. This means that in 2018 these
countries concentrated their exports more to China instead of the European Union.

The 7™ group contained countries whose EU-US-China exports in 2018
consisted of more than 60% of raw materials going to China. This group was of
medium size and contained five countries. Although this group of countries had the
same product and geographic focus of the largest share of exports as the 8™ group,
these two groups are, in fact, different. When considering all products categories, the
8™ group exported in total most to the European Union but the 7™ group exported most
to China.

The last 9" group created in 2018 included countries that in 2000 originally
exported the largest part of their exports consisting mainly of food, beverages, tobacco
and raw materials to the European Union. In 2018, however, the largest share of these
countries' exports was directed to the United States.

Table 1: Groups of LDCs created based on data from 2000 and 2018

EU 2+4 EU 8 EU 6 EUO0+1 [EUO0+1,2+4] USAS8 China6 | China2+4| China2 +4 USA 0+1
Total: Ching  Total:EU
2000
Afghanistan | 1{Bhutan 2|Botswana| 3|Burundi 4|Eritrea 5|Banglades| 6
Benin 1|Djibouti [ 2|Central A{ 3|Ethiopia 4|Kiribati 5|Cambodia| 6|
Burkina Fasq 1|Lao Peopl| 2|Dem. Rep| 3|Malawi 4|Samoa S|Lesotho [ 6
Chad 1|Madagasc| 2|Gambia | 3|Mozambiqu{ 4|Solomon Is] 5|Maldives | 6|
Guinea 1|Sierra Leq 2|Zambia 3|Rwanda | 4|Somalia 5|Myanmar | 6
Mali 1 Senegal 4| Togo S|Nepal 6|
Mauritania | 1 Timor-Lestd 4 Yemen 5
Niger 1 Uganda 4
Vanuatu 1 United Repy 4]
2018
Burkina Fasq 1|Banglades| 2|Bhutan 3|Burundi 4| Afghanista] 5 Dem. Rep| 6|Eritrea 7|Benin 8| Kiribati 9]
Chad 1|Cambodia| 2|Botswana| 3|Djibouti 4| Ethiopia 5 Zambia | 6|Gambia | 7|Central Afric 8| Samoa 9|
Somalia 1 Mozambiq 3|Malawi 4| Lesotho 5 Guinea 7|Mali 8|Tim0r—Lest 9
Maldives | 4|Madagasca 5| Lao Peopl 7|Mauritania 8| Vanuatu 9|
Senegal 4|Myanmar | 5 Solomon I 7|Niger 8|
Uganda 4|Nepal 5 Sierra Leone 8|
Rwanda 5 Togo 8|
United Rep| 5
Yemen 5

Source: processed by author

The Table 1 heading shows the numbers indicating the product group and
destination of the largest share of LDCs exports. For example, the EU 2 + 4 column
lists LDCs whose largest share of exports were raw materials destined for the
European Union.

6 CONCLUSION

The paper aimed to identify how the introduction of preferential systems for
the least developed countries by the European Union, the United States and later China
influenced the structure and geographical focus of LDCs exports to these economies.
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The preferential schemes should help LDCs to better assert themselves on the
world market and gradually expand their product portfolio so that they are not
dependent on exports of primary commodities. Exporting high value-added products
brings much more to LDC economies than primary commodity exports.

Nevertheless, the export of LDCs has not evolved within the product structure,
and still mostly raw materials, agricultural products, food, and beverages are exported
to the preferential economies. Therefore, we can say that the results do not suggest that
preferential schemes for LDCs of the European Union, the United States, and China
have contributed to a greater diversification of LDCs exports or an increase in the
proportion of processing-intensive products in them. Countries have not seen any shift
towards increasing the share of products with higher added value in their exports. On
the contrary, the number of countries whose largest part of exports consisted of these
products decreased compared to 2000.

However, there have been significant changes in the geographical focus of
LDCs exports within the European Union, the United States and China. In 2000, of the
three preferential economies, the European Union was clearly the largest export market
for LDCs. More precisely, the European Union took the largest share in exports of 34
LDCs. In 2018, however, the EU occupied the largest share of exports in only 24 least
developed countries. This finding is consistent with the fact that the European Union's
share in world trade is gradually decreasing. The share of the United States in LDCs
exports has also decreased since 2000, but not as significant as that of the European
Union. While in 2000 China was not the largest export market for any LDC within EU-
US-China exports, in 2018 the largest share of export of twelve countries was exported
to China. Therefore, we can say that China's share in LDCs exports has increased at the
expense of the EU and the US.

However, in the light of the results, it is necessary to realize that China was
already experiencing a period of rapid economic growth at the time of the introduction
of its preferential plan. It cannot therefore be ruled out that China, as the main export
market for LDCs, has overtaken the EU and the US partly because of its increasing
domestic demand or because it has begun to be seen by LDCs as a more prospective
trading partner for the years to come.

In conclusion, it should be noted that although the effects of the preferential
systems of the European Union, the United States and China failed to meet the
expectations of changes in the pattern of exports of LDCs, it is not excluded that they
largely affected the volume of these exports. However, this will be the subject of
further research.
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Ciel'om ¢lanku je preukazat’ potrebu zavedenia jednotnych medzinarodnych
pristupov k regulacii vnatornych podnikovych transakcii, ktoré znizia
finanéné rizika nadnarodnych spolo¢nosti. Clanok analyzuje stcasné
skisenosti s regulaciou  kontrolovanych  transakcii  spolo¢nosti
v medzinarodnej] praxi. Zistili sme, ze je potrebné zlepsit zasady
medzinarodnej regulacie vniitornych podnikovych transakcii. Studia
umoznila ur€it’ potrebu rozvoja spolocnych medzinarodnych pristupov
k regulécii transakcii medzi vzajomne zavislymi subjektmi s cielom znizit
finanéné rizika nadnarodnych spolo¢nosti a odstranit’ problém dvojitého
zdanenia. Na zdklade analyzy zahranicnych skusenosti bolo mozné
identifikovat’ hlavne problémi procesu medzinarodnej regulacie vnitornych
podnikovych transakcii.

Krlucové slova: kontrolované transakcie, transferova cenotvorba, vzajomne
zavislé subjekty, dvojité zdanenie, financné toky

The purpose of this study is to prove the need for the introduction of uniform
international approaches to the regulation of internal corporate transactions,
which will reduce the financial risks of transnational corporations. This study
analyzed current experience in regulating controlled transactions of
companies in international practice. It was determined that the improvement
of the principles of international regulation of internal corporate transactions
is required. The study made it possible to determine the need to develop
common international approaches of regulating transactions between
interdependent entities in order to reduce the financial risks of multinational
companies and eliminate the double taxation principle. Based on the analysis
of foreign experience, it was possible to identify elements of the process of
international regulation of internal corporate transactions.
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1 INTRODUCTION

In modern international relations, most countries of the world give special
attention to improving the state system of financial regulation. This is largely due to
the need to control internal corporate financial flows in the controlled transactions of
large holdings. In order to reduce financial costs, such organizations apply a list of
methods and tools that may affect internal corporate financial flows.

The analysis of modern international practice has shown that special attention
is paid specifically to the study of methods for regulating financial flows in intra-
company transactions of companies. Scientists and experts from the professional
community around the world are conducting research to identify problems in the
regulation of internal corporate transactions, devoting their in order to find models for
the development of international and national legislation in this area.

The regulation of transactions between related parties is one of the significant
issues for both tax administrations (departments) and companies. In many countries,
national laws that regulate the principles and methods of regulating transactions
between related parties are gradually being improved or formed. In Russia, in most
cases, the term “deoffshorization” frequently sounds. Despite active work to improve
the legislation governing transactions between related parties, one should not allow the
creation of an excessive tax or other burdens on bona fide taxpayers when introducing
new rules and regulations, especially into Russian legislation.

The purpose of this study is to prove the need for the introduction of uniform
international approaches to the regulation of internal corporate transactions, which will
reduce the financial risks of transnational corporations.

2 PRINCIPLES OF REGULATION OF INTERNAL CORPORATE TRANSACTIONS
Initially, special provisions governing intra-company transactions were

introduced into their national legislation by the United States of America (mid-1960s).
It is worth noting that the financial law and tax laws of the United States are
significantly different from the laws of other foreign countries. Thus, this gave an
impetus to the search and formation of norms and institutions of financial regulation of
internal corporate transactions that will be applicable in most countries.

In 1976, the issue of regulation of internal corporate transactions was first
identified at the international level. OECD member countries approved the
“Declaration on International Investments and Transnational Corporations”, which
contains recommendations for transnational corporations on the inadmissibility of
using financial schemes that distort the tax base in the country where such
a multinational company operates. In 1979, the OECD issued a document in which
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corporations were advised to refrain from using intra-corporate financial flows for
dishonest purposes.

In a general sense, within the framework of Russian practice, controlled
transactions include all cross-border and in-country transactions between
interdependent persons that are subject to (may be) subject to federal or regional state
regulation. In accordance with Russian tax legislation, federal state regulation of
controlled transactions that comply with those specified in Article 105.14. Of the Tax
Code of the Russian Federation (hereinafter - the Tax Code of the Russian Federation)
to the terms and conditions, is carried out by the central office of the Federal Tax
Service of the Russian Federation (hereinafter - the Central Administration of the
Federal Tax Service of the Russian Federation) as a separate authorized body of the
Federal Tax Service of the Russian Federation. At the same time, in February 2016, the
Supreme Court of the Russian Federation confirmed the right of territorial tax
authorities to reveal facts of price manipulation in transactions that are not controlled
by the provisions of Article 105.14 of the Tax Code of the Russian Federation during
desk and field tax audits (regional regulation).

According to the results of the reporting campaign for 2013-2014 Russian
taxpayers filed more than 5.9 and 11.5 thousand notifications of completed controlled
transactions. As part of the tax control of transactions between related parties during
2014-2015 additional tax revenues to the budget amounted to more than 1.4 and 2.5
billion rubles. Since 2015, the legislative transitional provisions providing for the
absence or reduced penalties for violation of the legislation in the field of transfer
legislation have become invalid. In this regard, the need for interdependent individuals
to introduce an internal corporate system for regulating controlled transactions has
significantly increased in order to optimize tax risks for such transactions.

Typical stages of the methodology for internal corporate regulation of
transactions between related parties are presented in Table 1.
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Table 1: Stages of internal corporate regulation of transactions between related parties

in Russia
Name of the business
Stage Event Result / Report
process
Based on the business plan, cash
flow budget and income and . .
. . . Register of transactions
Planning for transactions expense budget, a list of future . .
1 . . . . . with related parties —
with related parties transactions with related parties Plan
during the reporting period is
compiled
Forecasting financial Estimated future income and Register of transactions
2 indicators for transactions expenses of transactions with with related parties —
with related parties related parties Plan
Reflection of business
3 Conducting transactions transactions in accounting and Accounting and tax
between related parties tax accounting in accordance reporting
with primary documents
Financial control of Comparison of planned and . .
. C e Register of transactions
4 transactions between related | actual financial indicators for . .
. . with related parties -Fact
parties completed transactions
. Compilation of a list of )
Selection of controlled b . . Register of Controlled
5 . controlled transactions subject to .
transactions . . Transactions — Fact
regional regulation
Analysis of conditions and prices .
. Y . P Decision on the need or
Analysis of controlled for controlled transactions.
6 . . i . absence of the need for
transactions Comparison of indicators with .
. adjustments
market indicators.
Adjustment of income and Register of controlled
7 Symmetric adjustments expenses on controlled transactions — Fact
transactions (adjustment)
The formation of a package of
3 Drawing up documents on documents that deciphers the Documentation for each
controlled transactions principles of pricing and justifies | controlled transaction
the market level of prices
Completion of the
. . business process /
. Preparation of a notice on .o
Preparation and . submission of reports on
. . . controlled transactions .
9 transmission of notifications completed durine the reportin controlled transactions to
. u .
of controlled transactions .p g P & the Federal Tax Service
period .
of the Russian
Federation

Source: processed by author

As part of the first stage, financial planning is carried out on the basis of
a business plan, a cash flow budget, a budget of income and expenses, plans are made
for a register of transactions with related parties during the reporting period. At the
second stage, future income (expenses) on transactions between related parties is
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estimated. Forecasted financial indicators are entered in the Register of transactions
with related parties - the Plan.

At the third stage, transactions with related parties are carried out, primary
documents are drawn up, and the corresponding business transactions are reflected in
accounting and tax accounting. As part of the fourth stage, planned indicators are
compared with actual ones, deviations are analyzed, and information is entered in the
Register of transactions with related parties.

At the fifth stage, the selection of controlled transactions that meet the
conditions of Article 105.14 of the Tax Code of the Russian Federation takes place,
from the total number of transactions with related parties, a Register of controlled
transactions is compiled - Fact. Such transactions are subject to regional state
regulation; it is necessary to prepare documentation for them and submit a notification
to the Federal Tax Service of the Russian Federation.

After that, the completed controlled transactions are subject to analysis on the
conformity of the applied transfer prices to the market price level, financial and
commercial terms of transactions, market price (profitability) intervals are compared,
information and analytical resources are used (stage 6).

If the analysis reveals an overestimation (understatement) of income (expense)
on controlled transactions, a decision is made on the need for symmetrical adjustments.
Symmetric adjustments consist in a simultaneous change in the income (expenses) of
both the seller and the buyer in a controlled transaction. If transfer prices correspond to
the market price level (profitability), symmetrical adjustments are not required.

At the eighth stage, a package of documents for each controlled transaction is
formed, the pricing principles in the controlled transactions are deciphered, the
correspondence of the applied prices to the market price level (profitability) is
justified, commercial and financial conditions of transactions are described, etc.

At the final ninth stage, the taxpayer based on the report — Register of
controlled transactions — The fact draws up a notice of completed controlled
transactions and submits it to the Federal Tax Service of the Russian Federation on
time.

The methodology of corporate regulation of transactions between related
parties allows us to build an ordered sequence of business processes in a company
(group of companies) to regulate its (their) controlled transactions in accordance with
the current transfer pricing rules. At the same time, the system of internal corporate
regulation of controlled transactions is a set of measures for accounting, control and
impact on financial flows in such transactions in order to prevent additional financial
costs by optimizing tax risks.

Important definitions in the framework of internal corporate transactions were
the transfer price and transfer pricing.
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Analysis of transfer prices used in controlled transactions is a fairly new type
of tax control and is carried out on the basis of the provisions of the Russian legislation
on transfer pricing, and is also built taking into account international standards.
However, there are a number of differences from generally accepted international
practice.

Transfer prices appeared in the 1960s, when transnational corporations
(hereinafter, TNCs) began to open in developing countries of the world, which were
aimed at producing a product in one organization and transferring it to another
interdependent company. The prices at which goods (services) were sold between
interdependent companies were called transfer prices, and the process of setting them
is called transfer pricing.

The operation in the 1990s of offshore companies represented by countries
(territories, states) attracting the capital of foreign companies by providing the latter
with special tax and other benefits allowed them to significantly save on taxes, using
the transfer price in the calculations, which does not correspond to the market price
level. Thus, organizations moved taxable profits between states, with profit centers
located offshore. However, transfer pricing is, first of all, the objective need of the
market and a powerful incentive for the development of the economy (Mambetalieva
2010).

The first transfer pricing studies were published between 1950-1960 by
scholars such as Jack J. Hirshleifer and Chris Argyris. Scientists have studied transfer
pricing as a tool for the internal distribution of financial flows in multinational
corporations. Transfer pricing was considered as a financial instrument that allows you
to generate profit for each structural unit of such companies, which helps to increase
productivity and increase the profitability of the entire corporation (Anthony and
Dearden 1984).

In 1995, the OECD approved the document “Guidelines for transfer pricing for
international corporations and tax administrations,” or as it is called in business circles,
the “OECD Guidelines for Transfer Pricing”, the provisions of which are fully or
partially taken as the basis for the formation of national legislation on the regulation of
controlled transactions in most states. This guide is regularly supplemented (revised)
by the OECD based on data on the current economic situation in the global economy,
modern mechanisms for optimizing financial costs and other aspects of the
international regulation of financial flows in controlled transactions.

Foreign researchers, the transfer price is more interpreted as the price that is
set between different divisions and branches belonging to one company (Milgate,
Newman and Eatwell 1998). There is another identical definition: the transfer price is
the price at which divisions of one organization transfer goods (work, services) among
themselves (Heath, Huddart and Slotta 2009).
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In Russian studies, many authors adhere to the point of view that the transfer
price is a certain internal price at which one unit of the organization (workshop,
department, etc.) transfers products or services to another (Kuznetsova 2011).

Bakhrushina (2000) interprets the transfer price as the price at which one
center of responsibility transfers its products or services to another center of
responsibility, while the author points out that transfer pricing is the process of
establishing internal estimated prices between segments of one organization.

According to generally accepted standards used by many countries, transfer
prices are recognized as prices at which the transfer of goods, including intangible
assets, work is performed and services are provided between related parties (associated
enterprises) (OECD 2010).

The national laws of countries on the regulation of transactions between
related parties focus more on the fight against tax evasion by companies in connection
with the use of corporate financial flows for dishonest purposes.

Improving the principles of international regulation of internal corporate
transactions is caused by:

e the need to develop common (international) approaches to the
regulation of controlled transactions;

e climination of double taxation of company income;

e avoiding tax discrimination of companies.

The international and national methods for regulating intra-company
transactions are based on the “arm’s length principle”, another name for which is the
“market price” principle. The indicated principle is to determine in transactions
between related parties market prices that correspond to the prices used in such
transactions between independent parties.

The risk of double taxation of the income of companies on financial flows in
internal corporate transactions arises if such companies use prices other than the
market level. So, in the conditions of activity of transnational corporations, if the tax
administration of one country adjusts the tax base of a resident of such a state, the
transnational corporation will suffer financial losses for double taxation of the same
income in different jurisdictions.

It should be noted that if the country of the resident of the seller generates
intra-corporate financial flows in an international transaction, this will lead to double
taxation of the same income.

Thus, it is essential to develop common international approaches to the
regulation of internal corporate transactions in order to reduce the financial risks of
TNCs and eliminate the double taxation principle.
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3 INTERNATIONAL REGULATION OF CONTROLLED TRANSACTIONS
Currently, to ensure international regulation of transactions between related

parties, the active work of the OECD, the United Nations (hereinafter referred to as the
UN) and the European Union, which is represented by the European Commission, the
Directorate General for Taxation and Customs Union (hereinafter the EU), is required.

These organizations and associations form international rules for regulating
internal corporate transactions for states by affiliation. Thus, the OECD provides its
achievements for the OECD member countries, the UN for the UN member countries,
the EU for the countries that are members of the European Union, and develop
international regulatory documents, the use of which is advisory.

The international documents of these organizations are applied when
introducing national legislation on the regulation of internal corporate transactions in
almost all world economies. In Russia, the OECD Guidelines are taken as the basis of
national legislation.

The international documents that regulate transactions between interdependent
parties have been conventionally divided into several groups.

The first group includes documents on the formation and application of
international rules for regulating controlled transactions for both tax administrations
and transnational corporations. These documents include the main approaches to
regulating intra-company transactions in order to comply with the “outstretched hand”
principle, as well as signs of these transactions, methods and tools for analyzing intra-
corporate financial flows (functional, economic, financial analysis of controlled
transactions, comparability procedures for controlled and independent transactions).

The second group includes documents such as conventions aimed at avoiding
double taxation of the same income in different jurisdictions, which is undoubtedly
required in the conditions of activity of both transnational corporations and companies
engaged in foreign trade activities. Based on the data of international conventions,
interstate bilateral treaties (agreements) on the avoidance of double taxation are
developed, in particular Russia, when concluding bilateral treaties, relies on the OECD
Model Convention on income and capital taxes.

The third group includes documents containing the principles of concluding
preliminary agreements on the principles of pricing in corporate transactions (Advance
Pricing Agreements) (hereinafter — APAs). So, between a corporation and the tax
administration, or a tripartite agreement between the tax administrations of different
states and one transnational corporation. The main goal of APAs is to prevent
arbitration disputes by determining fair financial flows for pre-known intra-company
transactions based on an analysis of the data provided by the taxpayer regarding future
transactions. As a rule, APAs are concluded for several years and are intended to
resolve current and potential disputes regarding internal corporate transactions in
cooperation with the tax administration.
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The fourth group includes documents explaining certain issues of regulation of
transactions between interdependent persons, causing the greatest difficulties for both
tax administrations and taxpayers. Thus, the EU approved a single (standard) package
of documents on internal corporate transactions, forming the “EU Code of Conduct for
the Effective Application of the Convention on Avoiding Double Taxation in
Connection with the Adjustment of the Profit of Associated Companies”. The standard
introduced certainty in the regulation of such transactions and reduced the risks of
financial losses of TNCs due to additional costs and penalties in the formation and
submission of tax documentation.

In the system of international regulation of transactions between
interdependent parties, it is customary to single out the subject, object, subject of such
regulation.

The subjects of international regulation of internal corporate transactions
include interdependent persons and tax administrations of the countries of which such
persons are residents.

The object of international regulation of internal corporate transactions is the
size (size) of internal corporate financial flow established in the transaction between
interdependent organizations in the conditions of national regulation of these financial
flows.

The subject of international regulation of transactions between related parties
is the economic relationship between related parties to the transaction.

A study of the experience of a number of countries can highlight elements of
the process of international regulation of transactions between related parties, namely:

— identification of a controlled transaction;

— functional, economic and financial analysis of a controlled transaction;

— information for the subsequent comparison of a controlled transaction
with uncontrolled (market) transactions;

— methods for calculating the market price (profitability) according to
the “outstretched hand” principle;HanoroBeie caHKIMH, B Cllydae OTIHYHUS
TpaHCPEPTHOH LIEHBI OT PHIHOYHBIX ITOKA3aTeNeH;

— mechanisms for making adjustments to the tax bases of companies
under the conditions of preventing double taxation of their income;

— documentation of companies on controlled transactions;

— tools to minimize financial and tax risks in controlled transactions.

The main tool that allows companies to reduce the financial and tax risks of
transactions between interdependent companies is a preliminary agreement on pricing
in internal transactions (Advance Pricing Agreements). In addition, some countries
(Sweden, Canada, Latvia, etc.) stipulate in their legislation on the regulation of internal
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corporate transactions the possibility of exemption from fines or their reduction
(penalty relief).

4 TRANSFER PRICING AND INTERNAL CORPORATE TRANSACTIONS

As part of the transactions, transfer prices are indicated. The normative
concept of the transfer price is reflected in the Protocol on the exchange of information
on the control of transfer pricing between the tax and customs authorities of the
EurAsEC member states of June 6, 2006: “The transfer price is the price of goods,
work, services that differs from an objectively formed market (free) prices for
international transactions" (EEU 2008).

From the point of view of tax regulation, the transfer price is a price that may
differ from the objective market price. The transfer price is not formed on the basis of
supply and demand, but primarily on the basis of the organization’s goals in
establishing it. Accordingly, the deviation of the transfer price from the level of market
prices does not depend on market conditions, but on internal corporate processes.

Transfer price is an element of transfer pricing. Transfer pricing is the
variation in the contract price of transactions between related organizations in relation
to its market values. Transfer pricing is a way of avoiding taxes, and in business
practice refers to one of the classic optimization schemes for tax planning (Mukhin
2012).

In foreign studies, “transfer pricing” is the manipulation of expenses and
revenues in transactions between related parties in a manner different from that which
would be applied in market conditions in order to obtain a tax benefit (Velloso and
Brigagao 1992).

In the United Nations Guide for Transfer Pricing, this definition is interpreted
as the process of setting prices in cross-border, intra-company transactions between
related parties related to the sale of property or services.

The most important distinguishing features of transfer pricing:

e is one of the methods of tax evasion;

e carried out between related parties;

e Jleads to financial losses of states in the form of tax revenue shortfall;
e subject to state regulation.

By transfer pricing in this publication it is proposed to understand the process
of setting prices in cross-border and in-country transactions between interdependent
persons for the sale of assets (works, services).

The subject of transfer pricing is a commercial transaction for the analyzed
transaction, that is, joint actions of the parties to the transaction in order to obtain the
corresponding benefits. Transfer pricing object — the formed price for such a
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transaction, which shows the valuation of the subject of the transaction. The subjects of
transfer pricing are parties to such a transaction, since it is the parties to the transaction
that can influence the object of transfer pricing, the purpose of which is to establish a
transfer price.

In the process of determining the transfer price, the subjects of transfer pricing
interact with the internal and external environment of the organization.

The external environment of the transfer pricing process is a set of factors at
the macro level that directly (for example, tax regulation) or indirectly (for example,
the political situation in the country) influence this process. The internal environment
of the transfer pricing process is a combination of factors at the corporate level that
directly affect this process.

The transfer pricing mechanism is a set of methods for setting the transfer
price in cross-border and (or) in-country transactions between related parties for the
sale of assets (works, services) in such a way that, under the influence of
environmental and internal factors, the common goals of such individuals are achieved.

Goals can be classified into financial and commercial. The financial objectives
of the organization, when applying transfer pricing are:

e reduction of financial losses in the form of tax and customs payments
as a whole for the group of the corporation;

¢ financing of subsidiaries (intra-group loans);

e management of financial indicators of subsidiaries (profit (loss)).

Organizational goals of companies when applying transfer pricing are:

¢ the need to manage decentralized structures of the organization;

e cost management due to the effective distribution of fixed and variable
costs throughout the production chain of goods;

e assessment of the activities of managers and departments for the
subsequent increase in their motivation;

o other goals of corporate management.

The transfer pricing mechanism involves a set of methods for determining
transfer prices (Table 2).
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Table 2: International transfer pricing methods
Name of transfer pricing
method

No. Method contents Method group name

Comparison of the transfer

Comparable uncontrolled price with the interval of

price method )
market prices

Comparison of the gross
cost-effectiveness of the
2. Cost plus method analyzed person with the
market level of gross cost- Traditional methods
effectiveness.
Comparison of the gross
profitability of the
3. Resale price method analyzed person with the
market interval of gross
profitability.
Comparison of operating
profitability indicators
with market indicators.
The distribution of the
total profit of entities
controlled by the of transactions

transaction is proportional
to their share in such
profit.

Transactional net margin
method
Methods based on
analysis of profitability

5. Profit split method

Source: processed by author

The use of transfer pricing by organizations leads to the formation of
controlled transactions in them, which are called controlled transactions in Russian
practice. The general meaning of “controlled transactions” is that these are cross-
border and in-country transactions between interdependent parties, the prices of which
are subject to state tax control.

A particularly important change in Russian legislation on the regulation of
controlled transactions is the introduction of a comparative analysis. Such an analysis
makes it possible to analyze the commercial and financial conditions of transactions, to
assess the risks and functions performed by the parties to such transactions in order to
make a decision on the compliance or non-compliance of the conditions of the
controlled transaction with comparable transactions.

It seems important to formulate an approach to determining the internal
corporate financial flow, which is understood as the movement of financial resources
in connection with the inflow and (or) outflow of tangible and intangible assets in
transactions between related parties.
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At the same time, an intra-corporate transaction will mean the process of
moving tangible and intangible assets within a single economic entity in the absence of
movement of the corresponding cash flows.

Controlled transactions of companies are cross-border and intercountry
transactions between related parties subject to state regulation.

So, controlled transactions of companies and transfer pricing are closely
related. Essential in ensuring effective intragroup transactions is the use of the transfer
pricing method.

Summing up, it should be noted that transfer pricing is a special mechanism
for mutual settlements between interdependent persons, through the use of transfer
prices. At the same time, transfer pricing is not a market process, since this process is
not formed on the basis of supply and demand, but based on the goals of
interdependent organizations.

5 CONCLUSIONS
Based on the analysis of foreign experience in regulating transactions between
related parties, it seems possible to obtain a number of results (Table 3).

Table 3: Ranking of foreign tax systems for priority in choosing methods for regulating
internal corporate transactions

Group Prioroty method Countries
1 Missing France, Ireland, Brazil
5 Comparable Uncontrolled Price Method | Venezuela, Spain, Italy, Kazakhstan,
(CUP) Bulgaria, Mexico, Montenegro, Russia

Argentina, India, Peru, Singapore, USA,
3 Best method rules South Africa, Chile, China, Japan, Portugal
South Korea, Norway

Germany, United Kingdom, Latvia,
Denmark, Israel, Netherlands, Norway,
Poland, Finland, Sweden, Malaysia

Traditional methods according to
OECD guidelines

The most reasonable method among
traditional OECD methods (method
5 that provides the highest degree of
certainty for the determination of an
arm’s length)

Source: Compiled by the author based on data from international companies
PricewaterhouseCoopers (PWC), KPMG (KPMQG), Ernst & Young (EY)

Austria, Belgium, Canada, Czech Republic,
New Zealand

The choice of a method for regulating transactions between interdependent
persons is one of the main stages in determining and justifying the mechanisms of
internal corporate financial flows. In foreign practice, two groups of OECD methods
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have gained international recognition: traditional and methods based on the analysis of
transaction profitability.

The latest revisions of the OECD and UN Guides recommend the use of the
most appropriate method for transfer pricing (TCO) (the most appropriate method for a
particular case). This approach in the business community has come to be called the
rule of the “best method”. However, only some countries have such a rule in their
legislation. Most of the laws of foreign countries imply a special order of priority
(gradation) of transfer pricing methods.

Figure 1 shows the states with the highest fines in the regulation of intra-
company transactions. However, it is necessary to keep in mind the existence of
legislation to reduce such fines.

The countries with the highest penalties in the area of regulation of internal
corporate transactions are India, Singapore, Mexico, Italy, Venezuela, Ireland, Brazil,
Argentina. Fines can be set:

— percentage of adjusted earnings of the company for controlled
transactions (Canada, Germany, Bulgaria);

— percentage of the amount of unpaid tax (Australia, France, Italy,
USA);

— fixed and percentage fines (Finland, Denmark).

In Brazil, if a corporation commits itself to pay arrears within 30 days, the fine
is halved. In Singapore, a fine can be avoided if the taxpayer has data on controlled
transactions. In Montenegro, fines are not legally established. In Latvia it is possible to
halve the amount of the main fine if a tax violation in controlled transactions is
committed for the first time.

It is not possible for companies resident in Argentina, Bulgaria, Brazil, Ireland
and Montenegro to conclude APAs due to the lack of legislative regulation of these
agreements. In most foreign countries, APAs is part of the laws governing transactions
between related parties. Their conclusion can be implemented both on a free and on
a paid basis. APAs are not charged for corporations in France, Spain, Italy,
Kazakhstan, the United Kingdom, Denmark, the Netherlands, Singapore, and China.

An analysis of the experience of a number of countries made it possible to
determine that the object of a modern transaction between interdependent entities is
financial flows that are generated as a result of movement of tangible and intangible
assets, including cash between interdependent economic entities. At the same time, the
subjects of such transactions are interdependent persons capable of influencing
financial flows in these operations. In this case, the subject of an internal corporate
transaction is the movement of tangible and intangible assets, including cash, in order
to obtain related benefits for related parties.
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After analyzing internal corporate transactions, it was concluded that in the
process of implementing this operation, interdependent persons interact with the
internal and external environment. The external environment of the transaction
between interdependent parties is a combination of factors at the macro level that
directly (financial, tax, currency regulation, etc.) or indirectly (the political situation in
the country, etc.) influence the process of its implementation.

The internal environment of such a transaction is a combination of factors at
the corporate level that directly affect the process of implementing an internal
corporate transaction.

An important issue in interstate relations is the development of uniform
international standards for state financial regulation of internal corporate transactions.

The system of financial regulation of transactions between interdependent
entities is a combination of subgroups and interrelated elements that form an integral
structure of the mechanism of financial regulation of such transactions.

The system includes two separate subsystems: state financial regulation and
intra-corporate financial regulation of controlled transactions, which take into account
their own specifics of the processes of such regulation, heterogeneous subject-
composition, methods, tools and indicators of financial regulation of controlled
transactions.

By “state financial regulation of controlled transactions” is meant the
continuous process of activity of state institutions that analyze, control and supervise
the financial flows of interdependent companies in order to counter irregularities in the
movement of financial flows and eliminate imbalances in their concentration.

In Russian legislation, state regulation of transactions between related parties
is carried out on the basis of the provisions of the Tax Code of Russia, which are
consistent with OECD documents. At the same time, in this area, Russian companies
face serious financial and tax risks that are associated with the peculiarities of national
legislation. An example is the method of intragroup cost allocation according to the
principle of "cost sharing", which is provided for by the OECD leadership, but not
reflected in Russian law. As a result, some companies incur significant financial costs
in litigation due to the use of this method in their financial strategy (Supreme
Arbitration Court of the Russian Federation 2013).

State financial regulation is carried out on the basis of multi-element groups of
legal, informational and regulatory support. Legal support includes federal laws,
international treaties (agreements), regulatory legal acts, orders and orders of relevant
ministries and departments, documents of international organizations (OECD, UN,
EU).

The group of elements of regulatory support includes orders and instructions
of the Federal Tariff Service, the Regional Energy Commission, the requirements of
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the Federal Antimonopoly Service, approved price guides for types of work (services),
Bank of Russia regulations and other similar provisions.

Information support includes the financial statements of companies,
information from price and information agencies, information from the Federal State
Statistics Service, and information on financial markets.

Despite active work to improve the legislation that governs transactions
between related parties, one should not allow the creation of an excessive tax or other
burdensome burden on bona fide taxpayers when introducing new rules and
regulations, especially into Russian legislation.

Intracorporate financial regulation of controlled transactions is a set of
measures to influence the financial flows of interdependent companies by
redistributing financial resources in controlled transactions taking into account the
principles of state regulation of such transactions in order to optimize the financial
costs of interdependent companies.

A study of foreign experience has proved the need to control transactions
between related parties, both at the state and corporate levels. Such control will avoid
double taxation. The essential is the correct choice of the method of regulation of
internal corporate transactions, which justifies any of the mechanisms of internal
corporate financial flows. Using the experience of foreign countries will allow Russian
companies to regulate and improve their activities in the field of corporate finance,
reduce fines both in Russia and in foreign countries.

The analysis showed that the introduction of common international approaches
to the regulation of internal corporate transactions can reduce the financial risks of
transnational corporations, which is especially important in the framework of
international activities of companies.
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