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MMPOCTOPOBA JIUBEPCU®IKAIIA BBI YKPATHU

AHoTauis. YnpaBniHHSA eKOHOMIKOI AepXaBu y CyvacHMX yMOBaX rocrnofapltoBaHHsS BMMarae Hacamnepes
YMiHHA aganTyBaTuca A0 3MiH y 1i BHYTPIlULHBbOMY Ta 30BHilWHbOMY cepegoBuli. CBOE 4eprow, Ao
HanHebe3neyvHilWnX HanexaTtb 3MiHW, WO BAMBalOTb Ha HauioHanbHy 6e3neky i cyBepeHiTeT gepxasn. Came
Takmx 3MiH 3a3Hana YkpaiHa HanpukiHui 2013 p. Byayum BuMCHaxeHOK 3MiHOK Briagu nicna €spomangaHy
Ta PeBontouii rigHOCTi, 32 YMOBU, KON €KOHOMIKa BMMarana HeramHux Ain, YkpaiHa 3iTKHynacs 3 30BHiLIHIM
KoHdonikTom i3 Pocincekoto degepadieto, SkMN He nuvle CTaB MPUYMHOK HOBUX COLianibHO-EKOHOMIYHUX
npobrem, a n BUABMB HasBHI Npobrnemu.

|aeHTdikaTopoM 3MiH y eKOHOMIL AepaBu 6e33anepeyHo € MOKa3HMK BHYTPILLUHBOrO BarioBOrO NPOAYKTY.
BogHouac BBI1 € ogHVM i3 HaBUKOPMCTOBYBAHILLMX MOKa3HMKIB aHarnidy cTaHy eKOHOMiku y CBiTi. Po3paxyHok
L€l 3MiHHOI Jae 3MOry OLHUTK 1 npoaHanidyBaT CTaH €KOHOMIKWU KpaiHW B KOHKPETHMI MOMEHT, a NMOPIBHSHHSA
pieHsa BBIM y aMHamiui gae amory obpati Hanpsim pyxy eKOHOMikK. [leTanbHuiA aHania Lboro NokasHuka 4O3BONSE
BM3HAYMTK FOMOBHI ANsl €KOHOMIKM mxepena cdopmyBaHHA Jo6pobyTy Ta HanpsiMmu po3BuTKy. [ogaHe y cTaTTi
MOHATTS PO3YMiHHS LIbOTO iHOMKATOPA, @ TaKoX PI3HOMAaHITHI CNOCOBU MOro po3paxyHKy CNpUSIOTb FPYHTOBHILLOMY
YCBILOMIEHHIO HEOBXIOHOCTI Ta BaXKNMBOCTI LibOr0 MOKa3HMKa B aHarni3i EKOHOMIKM AepXKaBu.

[aHi, nogaHi [epxaBHow cnyx0ok cTatuCcTMkn YKpaiHu, cBigyaTb MPO 3MiHM Ta KOMMBAHHSA, LLO
BigOyBanuca B ekoHomiui Ykpainm npotarom 2004-2016 pp. Ceoeto 4veproto, aHania v ouiHka BBI1 y
perioHanbHOMY pPO3pi3i BUABUIIN 3HAYHY HEPIBHICTb €KOHOMIYHOIO PO3BUTKY PErioHiB YKpaiHu. Pesynbratn
OOCMIOKEHHS TaKoX yKasytoTb Ha LEeHTpani3oBaHWi Nigxig 4O ynpasniHHA AepaBoto, Wo aedani Ginblie
3arocTptoe npobrnemy perioHanbHoT AndepeHuiauii. Y poboTi 4OCHigKEHO BNANB LIMX YAHHUKIB HA NOMITUYHO-
€KOHOMIYHY Kpu3y B YKpaiHi, a Takox 34iMCHEHO cnpoby nokasaTtu BNANMB EKOHOMIYHUX i MOMITUYHMX KOHIIKTIB
Ha KOnMBaHHA B €KOHOMiIUi YKpaiHu. BusBneHo gBa KPUTUYHI MOMEHTM LNsi €KOHOMIKM YKpaiHM B Mexax
yKasaHoro nepiogy, a Takox npoaHasni3aoBaHoO rofioBHi MPUYUHN iX BUHUKHEHHS.

KnrouoBi noHaTTa: BBI1, perioHanbHUin aHania, KoNMBaHHSA, Kpuaa, aneepcudikadis.
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SPATTAL DIVERSIFICATION OF UKRAINE’S GDP

Abstract. GDP is the most commonly used indicator in the analysis of economy. Measurement of this variable
helps to assess the economy’s condition in the specific moment. The reports of the State Statistics Service
of Ukraine demonstrate the changes and fluctuations in Ukraine’s economy within the period of 2004-2016.
Through various statistical techniques, this paper shows the current economic trends and the impact of
political and economic conflicts on the country’s GDP and demonstrates the necessity of structural reforms
in government management in terms of region development. In this paper an attempt to find the impact of
economic and political conflicts on the fluctuations in economy of Ukraine is made and the actions which help
to minimize the regional differentiations are proposed.

Key concepts: GDP, regional analysis, fluctuations, crises, diversification.

Introduction

GDP is the most commonly used indicator in the
analysis of economy all over the World. Taking
into consideration the dynamics of GDP’s level it is
easy to assess economy’s condition at the specific
moment. Furthermore, to get more factual results
of analysis it is worth calculating GDP not only for
the whole State but for each administrative unit,
it helps to get the real situation of economy of the
specific country.

Coming back to the meaning of GDP this is
basically the most known abbreviation in World’s
economy. According to Gregory Mankiw, Profes-
sor of Economics at Harvard University and one
of the most famous macroeconomist of present
days, «Gross domestic product (GDP) is the mar-
ket value of all final goods and services produced
within an economy in a given period of timey» [1].
Generally, it is the quantity of all produced goods
and provided services in the specific economy
multiplied by their prices.

There are different methods of calculating
the GDP indicator, based on:

— expenditure approach;

— income approach;

— output approach.

Expenditure approach as follows from the
definition depends on evaluation of the sum of all
purchased in economy final goods and the services.
It includes consumption, government spending,
investment and net export.

On the contrary, the income approach takes
into consideration the total income generated by
households and firms in the specific period of time.
The income in terms of this approach means the
profits, wages, interest and rents.

DOI 10.32518/2617-4162-2019-1-102-108

Output approach stands on the added value,
in this method GDP is shown as a sum of added
value of all produced goods and provided services
in economy [2].

From the above we can deduce that GDP is
much more than just analytical indicator, it is one of
the most important variable that displays the level
of wellness in specific economy. In this article we
will try to describe how GDP level of Ukraine was
changing within 2004-2016 years due to influence
of economic and political factors. We will try to
find the connection of the decreases of GDP and
economic and political crises in Ukraine.

Nowadays practically every country in the
World is involved in calculating GDP indicator.
One of the first scientists who started to analyze
the GDP was the «father of economics» Adam
Smith. In «Wealth of the nations» he presented his
concept of measuring the wealth of the country
based on the added value of the produced products
and provided services more known now as GDP
[3]. Among not less known economists who made
their researches in this area were: Simon Kuznets,
Gregory Mankiw and Arthur Okun. Simon Kuznets
was a creator of the original formula of calculat-
ing gross domestic product that has been presented
in report to U.S. Congress, «National Income,
1929-35» [4]. Mentioned above Gregory Mankiw,
in his work «Macroeconomicsy», in a simple way
explains the essence of understanding and calcu-
lating the GDP [1]. And finally Arthur Okun who
was working under the correlation between GDP
and other economical phenomena such as unem-
ployment and inflation [5]. To the modern econo-
mists that have been researching problems related
to GDP on the post-Soviet Area belong: Tomasz
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Tokarski (Poland) [6], Valerii Heyets (Ukraine)
[7], Viktor Bazylevych (Ukraine) [8] etc.
Nonetheless, lots of articles related to GDP,
the research of affiliations between GDP and other
economical phenomenon’s is still on the top. The
deep analysis of this variable helps to better under-
stand the sources of fluctuations in economy of the
country what is also the main goal of this article.

1. Differentiation of GDP in Ukraine in 2004—
2016
As revealed from the above, GDP is one of the most
commonly used and informative indicator in terms
of the country’s economic analysis. In this article
we would like to analyze specific changes which
exposed the Ukrainian economy starting from 2004
to 2016 by analyzing its GDP level over that years.
Ukraine is divided into 27 administrational
units, 25 districts and 2 dedicated cities, Kiev
which is also a capital of the country and Sevas-
topol which is located on Crimea peninsula (map
1). On the map 1 it has been presented the aver-
age level of GDP in Ukraine in millions of UAH.
Even at first glance we can notice that the GDP
level is higher on the left side of the Dnieper river
except of Kiev city that is located on both sides
of river and its GDP constitutes approximately

20% of whole GDP of country. We can also note
that Western part of Ukraine has relatively lower
level of GDP than other parts of Ukraine.

Deeper analysis of GDP level has been
presented in tab. 1. We have divided the whole
research period into 2 groups 2004-2009 and
2010-2016™. In cases of growth (negative
growth) rate we have divided them into 3 period
groups 2004-2008, 2009-2014 and 2015-2016 to
find the connection between GDP level and politi-
cal and economic crises that took place within the
researched period of time.

From the tab.1 it follows that aver-
agely within 2004-2008 Ukraine declared posi-
tive growth rates within all administrational
units, moreover, in 2004—2009 the highest GDP
level was noticed in Kiev city (479 299,93 mm
UAH), Donets’k DC (346 294,89 mm UAH),
Dnipropetrovs’k DC (261 263, 52 mm UAH),
Kharkiv DC (160 658,50 mm UAH), Odessa DC
(127 075,14 mm UAH). On the other hand, the low-
est GDP level within mentioned above period was
noticed in Sevastopol city (17 840,64 mm UAH) and
the following districts: Chernivtsi (25 159,43 mm
UAH), Ternopil’ (30 797,82 mm UAH), Kherson
(36 328,55 mm UAH), Volyn (34 889,38 mm
UAH).

MAP 1 GDP level in Ukraine in 2004-2016 Years* in millions UAH
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Source: prepared by own, based on the data provided by State Statistics Service of Ukraine with the help
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" Averagely in a given period of time

“In cases of Crimea DC and Sevastopol city data was
available only to 2013 year
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Table 1. Gross Domestic Product in Ukrainian districts within 2004-2016

District (25225282:;[;;?2)1* The average annual growth rate of GDP in %
2004-2009 20102016 2004-2008 2009-2014 20152016

Cherkasy 52609,46 59426,96 6,34 1,16 -2,42
Chernihiv 43721,99 44381,27 1,69 0,08 -2,54
Chernivtsi 24848,92 24029,69 4,52 -1,61 —6,63

Crimea 77216 83395 5,2 0,8 -
Dnipropetrovs’k 260432,8 276734 11,46 -1,52 7,51
Donets’k 336055,5 251948,2 3,42 8,22 -14,39
Ivano-Frankivs’k 53148,48 56834,53 2,04 2,14 -8,19
Kharkiv 160848,3 157095,5 6,47 -2,5 —0,41
Kherson 37252,33 38286,11 3,08 -1,17 1,34
Khmel’nyts’kyy 46395,16 48900,16 2,91 1,13 -3,14
Kiev 96942,79 125629,1 7,41 2,94 -0,03
Kirovohrad 39621,32 44137,67 2,59 1,69 -0,65
Luhans’k 116541,1 79989,86 6,74 -12,02 -16,49
L'viv 103359,4 1136274 3,07 1,48 -1,37
Mykolayiv 57036,12 57960,9 2,09 0,63 0,33
Odessa 128159,4 125213 5,23 -2,85 —0,69
Poltava 103216,5 111455 2,08 1,54 1,32
Rivne 41478,33 41520,24 2,77 1,55 7,92
Sumy 46563,8 48030,93 3,42 -0,06 3,11
Ternopil’ 30778,2 33123,08 4,52 1,32 -5,86
Transcarpathia 38677,18 37536,58 2,56 -0,34 -8,93
Vinnytsya 58964,07 66744,51 2,32 2,54 2,17
Volyn 37126,02 37464,82 3,23 0,17 —4,58
Zaporizhzhya 117815,1 104758,1 5,42 -2,89 -1,27
Zhytomyr 42949,6 47132,77 2,82 0,98 0,26
Kiev City 477005,6 534894,4 5,42 2,01 —-1,55
Sevastopol 17819,97 19692,18 6,2 1,48 —

* Calculated as arithmetic mean in the following years

Source: prepared by own self, based on the data provided by State Statistics Service of Ukraine in period

2010-2016

In period 2009-2014 the situation has dra-
matically changed, only 16 administration units
were able to achieve positive growth rate. This
decrease in GDP level was caused by global finan-
cial crises and the political crises in Ukraine related
to the gas conflict with Russian Federation. Look-
ing back to period of 2010-2016 years we can
observe that the top 5 DC’s (except Kiev which
is a city) in terms of GDP level did not changed,
which denotes that the global and political cri-
ses did not have such a strong negative effect on
the most developed administrative units. As for
more weaker, from economic point of view, units
here still overweigh units from Western Ukraine
regional group such as Transcarpathia, Volyn, Ter-
nopil’, Chernivtsi Dc’s and Sevastopol city which
belongs to southern part of Ukraine.

And finally 2015-2016 years, after political
crises caused by military conflict with Russian Feder-
ation and annexation of Crimea peninsula by Russian
Federation the level of growth rates rapidly changed
in whole Ukraine, only 4 DC’s were able to increase
their GDP such as Poltava, Vinnytsya, Mykolayiv,
Kherson. Their growth rates were fluctuated between
0,3 to 2,2% in mentioned period of time. As for the
rest administrational units their negative growth rate
was fluctuating averagely around 4,7%. The strongest
effect was obviously felt in eastern DC’s, especially
Luhans’k and Donets’k, which are directly involved
into a military conflict, in this period of time they
showed the biggest negative growth rates 16,5% and
14,4% appropriate. As these are districts that belong
to the developed ones their decreases of GDP level
caused negative effect on the whole country.
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2. Differentiation of GDP level in regional
groups in Ukraine in 2004-2016

For analysis purposes we have divided all admin-
istration units into 5 regional groups mentioned
below:

1. Central Ukraine — districts: Cherkasy,
Dnipropetrovs’k, Kirovohrad, Vinnytsya and Pol-
tava.

2. Western Ukraine — districts: Khmel nyts’-
kyy, Chernivtsi, Ivano-Frankivs’k, L’viv, Rivne,
Ternopil’, Volyn and Transcarpathia.

3. Eastern Ukraine — districts: Kharkiv,
Donets’k, Luhans’k and Zaporizhzhya.

4. Southern Ukraine — Autonomous Repub-
lic of Crimea, districts: Kherson, Odessa and
Mykolayiv and Sevastopol city.

5. Northern Ukraine — Kiev city and dis-
tricts: Chernihiv, Kiev, Sumy and Zhytomyr.

On figure 1 it is even more visible than
on map 1, that the highest GDP level is on DC’s
belonged to Northern Ukraine. Moreover, if we
look back on the time perspective, we can notice
that only in northern part of Ukraine the increas-
ing trend of GDP level is avowedly shown. There
are several factors that can explain that: Kiev city
which belongs to this regional group, and at the
same time is a capital, also is the only one city in
Ukraine that has 20% of whole GDP of Ukraine. It

is worth mentioning that Kiev is also the biggest
city from demographical point of view, population
of capital of Ukraine amounted to approximately
3 million of people and it is more than Chernivtsi,
Ternopil’, Kirovohrad DC’s taken together, this
explains necessity of products and services that
needs to be produced to satisfy needs of the pop-
ulation. The other factor that plays a prominent
role is decentralization, nonetheless of differ-
ent programs and imperative requirements from
European Union, DC’s are still dependent on their
capital in different queries of social, political and
economic aspects. Despite the visible increasing
trend, there were several critical moments: in 2009
GDP decreased for 10,8% comparing to 2008 and
7,5% in 2015 comparing to 2014.

Rather similar trends were in Central and
Western Ukraine. We can see stable increas-
ing trend from 2004 till 2008 then rapid decline
in 2009, that caused 17,1 and 12,7 percentage
decrease appropriate in Central and Western
Ukraine compared to 2008. And starting from
2010 there was again normalization and increasing
the GDP in both regional groups till 2015 where
additional averagely 8% drop was noticed.

Close enough to each other were trends
between southern and eastern parts of Ukraine.
And there is an easy explanation why, both groups

Figure 1 GDP Level in Regional Groups of Ukraine in 2004-2016 in mm UAH*
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were involved into a conflict with Russian Federa-
tion. In case of southern part the main factor was
the annexation of Crimea as for Eastern Ukraine as
mentioned before Donets’k and Luhans’k districts
were directly involved into a military conflict with
Russia. What is more, political and economic cri-
ses that took place in Ukraine had more influence
to Eastern Ukraine than on Northern. First time
decline of GDP was noticed as in previous cases
in 2009 for about 19,3% in Eastern Ukraine and
8,9% Southern Ukraine. And next one in 2014 in
southern units for about 35,9% fall and 24,6% in
eastern regions of Ukraine. What is curious, after
annexation of Crimea in 2014 and rapid drop, the
situation in the southern regional group started to
normalize and looking from past 2014-2016 years
perspective the trend stands stable showing practi-
cally the same GDP level. This could not be told in
case of the eastern regional group, were after fall
in 2014 GDP kept decreasing till 2016 were finally
appeared some small 3% growth.

From table 1 and figure 1 we can come to
the following conclusions:

— the highest GDP level was noticed in the
northern regional group averagely 28,7% compar-
ing to whole Ukraine, within this group in taken
period Kiev as an administration unit had the high-
est GDP level 67,1% (comparing to the total group);

— to high GDP level groups could also be
counted eastern and central regional groups with
average level of GDP 24,9% and 20,4% appropri-
ate. Within the eastern regional group the highest
GDP level was in Donets’k DC 44, 2% of total
group and in Dnipropetrovs’k DC 50,0% that
belongs to central regional group;

— groups with the lowest GDP were western
and southern parts 14,6% & 11,3% appropriate. In
this group the lowest GDP was in Chernivtsi DC
6,3% in comparing to the total western regional
group and Sevastopol city 6,2% in Southern Ukraine.

There were several factors that had impact on
the way how the GDP level was forming in Ukraine
in considered period, such as historical, demo-
graphical and natural. Many problems with differ-
ences between regional development were caused
in period of creating and forming of the Ukrain-
ian economy in 1990-2000" because there was no
claimable systematic approach used in terms of
regional development that caused their differentia-
tion [9].The other negative factor that took place in
regional development in Ukraine is central approach
in government management, therefore northern
regions led by Kiev city have a higher GDP than for
example western and southern parts.

Natural and demographical factors played a
prominent role in development of central and east-
ern regions. The Eastern Ukraine is rich with natu-
ral resources such as oil, gas and carbon. At the

same time Dnipro city is located in the central part
and is one of the main service centers in Ukraine.
Extraction natural resources and their further pro-
cessing are the key factors of success of eastern
regions. Besides natural resources, regions located
on the left side of the Dnieper river are more
industry developed. Those regions are well known
because of the heavy engineering and export of
products produced by it.

Comparing to that, western and south-
ern parts of Ukraine which are poorer in natural
resources and because of the historical and demo-
graphical reasons are less developed than other
parts of Ukraine. Their main sources of income
are based on tourism, agriculture, construction
industry and trade. Those parts of Ukraine espe-
cially need the decentral and systematic approach
in terms of their management.

Conclusions

In analyzed period economic prosperity of Ukraine
experienced in 2004-2008 years, in this time all
regional groups showed stable trend of increas-
ing GDP. After this period, economy of Ukraine
has exposed some fluctuations. There were two
critical moments in Ukrainian economy within
2004-2016 that could be underlined, first in 2009
that caused drastic decrease of GDP in all regional
groups which was caused by global financial crisis
and the political crises because of gas conflict with
Russia, and the second one in 20142015 years
caused by the annexation of Crimea peninsula and
political crisis with Russian Federation.

Conflict and annexation of Crimea penin-
sula by Russian Federation that directly complied
to Crimea peninsula, Donets’k and Luhans’k DC’s
caused a dramatic decrease of GDP in the southern
and the eastern parts of Ukraine. Moreover, based
on the above research, we can realize that decline
of GDP in one of the most developed DC’s such as
Donets’k caused the effect on the whole Ukraine.
All regional groups declared a decrease of GDP in
2015 and economic crises within the country as the
result. During the analysis we have also noticed,
that despite the fact that the western regional group
declared the lowest GDP level comparing to the
whole Ukraine, conflict in 2015 did not have such
a strong influence on its GDP.

To sum up, during the analysis of GDP in
regions of Ukraine, it is easy to find problems with
their differentiation. Definitely there are some
risks and threats which are very difficult to predict
and liquidate, such as military conflict and annex-
ation of administration unit, but there also those
ones that could be minimalized. The problems
with regional differentiation in Ukraine are mainly
caused by maladministration. There are several
actions that should be done immediate to roll out
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the region development, among them: decentrali-  non less important, support of the favorable busi-
zation of regions and giving them financial inde-  ness environment that needs to be created for small
pendence, change of the focus in government man-  and medium-sized enterprises.

agement on systematic approach and finally, but
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