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Advancing the convergence and integration of rural border areas

Abstract. The article touches upon the need for greater convergence and integration in order to provide economic converge and
alignment of regional economies, in particular in rural border areas, which is based primarily on effective functioning of the priority
areas and implementation of economic activities. The authors have conducted a rating evaluation in terms of GDP (GRP) per
capita of the western border regions of Ukraine (Transcarpathian, lvano-Frankivsk, Lviv and Chernivtsi regions) and border areas
of the neighbouring countries (Poland, Romania, Slovakia and Hungary). The study confirms that the border areas of Slovakia,
Hungary and Poland differ favourably from the studied regions of other neighbouring Romania, and especially Ukraine, in terms of
socio-economic development.

The authors have studied European approaches to forming agricultural policy and sustainable rural development, consideration of
which will facilitate the deepening revitalisation processes convergence and integration of rural border areas of Ukraine, as well as
the competitiveness of Ukrainian agricultural enterprises and their access to the European market.

EU Common Agricultural Policy towards 2020 and the Strategy of Development of the Agricultural Sector for the Period until 2020
adopted by the Cabinet of Ministers of Ukraine were considered in the research in order to provide effective mechanism of sectoral
and territorial integration of the rural border areas.

The conclusions have been formulated as follows. Ensuring convergence and integration of regional economic systems in accordance
with the level the socio-economic development and compliance with environmental tenets of sustainable development is conditioned
by the further integration into the European structures. In the long term, the actual task for Ukraine is to develop and adopt a new
strategy of interregional and international cooperation, including integration and cooperation between the western border regions of
Ukraine and the neighbouring countries, such as Hungary, Poland, Slovakia and Romania, in the field of socio-economic activities
and environmental protection. Such an approach will lead to finding solutions to the problems of agricultural development as an
important component of sustainable rural development.

Convergence and integration of rural border areas will help to build a sustainable living environment with further enhancement of
the local population well-being and prosperity.
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AKTMBI3aUiA npoueciB KOHBepreHuii Ta iHTerpauii CinbCbKUX NPUKOPAOHHUX TEPUTOPIN

AHoTauifA. Y cTaTTi 06rpyHTOBaHO HEObXiAHICTb aKTUBI3aLii NpoLeciB KOHBepreHuii Ta iHTerpauii 3 MeTot 36nMXKeHHA Ta
BUPIBHIOBAHHA PO3BUTKY TEPUTOPiaNbHUX EKOHOMIYHUX CUCTEM, 30Kpema CiflbCbKUX MPUKOPAOHHUX TepUTOpINn, nepeaycim
Ha OCHOBi e(peKTUBHOro (PyHKLiIOHYBaHHA MpiopuTeTHUX cdep i BUAIB eKOHOMIYHOI AiAnbHOCTI. poBeAeHO perTUHroBe
OuiHIOBaHHA 3a nokasHukom BBIT (BPI1) y pospaxyHKy Ha ogHy ocoby HaceneHHA 3axigHuX NPUKOPAOHHWX obnacTten
YkpaiHn (3akapnaTcbka, IBaHO-®PpaHkKiBcbKa, JlbBiBCbKa M YepHiBeubka 06nacTi) Ta NPUKOPAOHHUX TEPUTOPIA CyCiaHiX
nAepxas (Monbuwi, PymyHii, CnosayynHu i YropmHn). Po3rnAHYTO €BPOMNENChbKi Niaxoamn Ao hopMyBaHHA arpapHoi NoniTUKK
Ta 3abe3neyeHHA 36anaHCOBAHOMO CiflIbCbKOrO PO3BUTKY, YpaxyBaHHA AKUX CNPUATMME MOrMUOMEHHI0 akTuBi3auiHuX
npoueciB KOHBepreHLuii Ta iHTerpadii CinbCbKNX MPUKOPAOHHUX TEPUTOPIN YKpaiHW, NiABULLEHHIO KOHKYPEHTOCMPOMOXHOCTI
arponpoMmUCOBUX NiANPUEMCTB, X BUXOAY HA EBPOMENCHKI PUHKMN.

KnioyoBi cnoBa: akTuBi3auiA po3BUTKY; KOHBEpreHuia; iHTerpauia; TeputopianbHi eKoHOMiYHI cuctemu; BPII; cinbebki
NPUKOPAOHHI TepuTopii; arpapHa nonitvka; Ykpaina; Monbla; PymyHia; CnoeavynHa; YroplumHa.
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AKTUBM3aLMA NPOLIECCOB KOHBEPreHUUn U MHTerpaLumn cesibCKUX NpurpaHuyHbIX TeppuTopun

AHHOTauuA. B ctatbe o60cHOBaHa HEO6XOANMOCTb aKTUBU3aLMM MPOLIECCOB KOHBEPTEHLMN U UHTErpaumm ¢ Lenbio conmxeHna
1 BblpaBHUBAHWA Pa3BUTMA TEPPUTOPUANBHBIX SIKOHOMUYECKMX CUCTEM, B TOM YUCNE CENIbCKMX NPUrPaHNYHbIX TEPPUTOPUN,
npexae Bcero Ha ocHoBe 3M(PeKTUBHOrO (PyHKLMOHMPOBAHNA NPUOPUTETHLIX Chep U BUAOB IKOHOMUYECKON AEATENbHOCTMU.
lMpoBengeHO penTMHrOBOe oOueHVMBaHWEe cornacHo nokasatenmo BBIM (BPI) B pacyeTe Ha Aywy HaceneHvA 3anapHbiX
npurpaHnyHbIX obnacten YKpauHbl (3akapnatckas, VMeBaHo-®paHkoBckan, JlbBoBckaa u YepHoBuLKaA obnactu), a Takxe
NPUrPaHNYHbIX TeppuUTopuii cocenHunx rocygapcts (Monbwu, PymbiHum, CnoBakmun u BeHrpun). PaccMoTpeHbl eBponenckue
noaxoabl K hopmMrpoBaHuio arpapHom NONMTUKK 1 obecneyeHnio c6anaHCMpoBaHHOIO CEMIbCKOro Pa3BUTKA, yHeT KOTOpbIX GyaeT
cnocobCcTBOBAaTb YrNy6NeHNIo akTUBN3aLMOHHBIX NPOLIECCOB KOHBEPTEHLMN U HTErpaummn cefibCKMX NPUrpaHnyHbIX TepputTopui
YKpavHbl, NOBbLILLEHNIO KOHKYPEHTOCMOCOBHOCTM arponpoMbILLIEHHbIX NPEANPUATUNA, MX BbIXOAY HA €BPONENCKNE PbIHKMU.
KnioyeBble crnoBa: akTVBM3auUMA PasBUTWA; KOHBEPreHUMA; WHTerpauvA; TeppuTopuasribHble 3KOHOMWUYECKUE CUCTEMb;
conpegenbHble rocyaapctsa; BPI; cenbckne npurpaHuyHble TEPPUTOPUN; arpapHas nonuTtuka; YkpauHa; Monbwa; PymblHWA;

Cnoakwus; BexrpuA.

1. Introduction

The need for convergence and alignment of regional sys-
tems to promote mutually beneficial multifaceted relations and
activities and to achieve economic growth leads to advancing
convergence and integration under the conditions of transfor-
mation processes and changing economic conditions of ma-
nagement. The abovementioned processes are prerequisites
for sustainable territorial development which provide a comfor-
table living environment, welfare and well-being of the people
living in these areas. Thus, they directly affect the country’s se-
curity. The process of revitalisation of regional economies, in-
cluding the border area countryside, becomes possible through
the effective use of their resources by defining priorities and
competitive advantages of territorial development.

2. Brief Literature Review

Scientific studies show that an endogenously oriented
model of economic development has been forming in Ukraine
in recent years. Hence, in order to ensure economic growth,
the challenge is to enhance the positive influence of internal
and reduce the negative impact of external factors, i.e. to in-
crease stability of the economic system with regard to a num-
ber of exogenous factors, to reduce vulnerability to external
risks and their impacts on the efficiency of the economy by
appropriate adjustment of the national high-tech products and
high-tech products to global market conditions, to participate in
regional and global trading communities on a mutually benefi-
cial basis of equality and partnership [1, 53].

Bearing in mind the abovementioned information, it should
be noted that convergence and integration processes will en-
sure such an increase because, according to Andrei Sakharov,
such processes will facilitate convergence of different econo-
mic systems and level the differences between them, which will
lead to solving socio-economic and environmental problems
and improvement of the livelihoods of communities living with-
in the relevant economic systems [2, 124-134]. As |. Vakhovych
notes, it is important to find a compromise between territorial
systems in the process of their rapprochements [3, 13]. Con-
vergence and integration processes in the border areas have
been considered by N. Mikula who claims the need to promote
them both inside the country and in adjacent areas of neigh-
bouring states, which form the cross-border region [4].

O. Shubravska notes that economic integration is an ob-
jective process, because it promotes the development of new
regional markets, effective interaction between suppliers and
consumers, stabilises the socio-economic development within
the certain areas [5, 64]. M. Oliskevych considers problems of
uneven regional economic growth with regard to different as-
pects, including employment conditions in the context of the
EU integration efforts from the part of Ukraine to compare the
processes of regional economic integration in Ukraine with the
relevant processes in other countries [6]. L. Fedulova focuses

on the role of the innovative character of sustainable economic
growth of the country’s territories because nowadays Ukraine
is facing the choice of the most suitable model of integration of
domestic businesses into the global market [7, 22].

A differentiation in socio-economic development at the re-
gional level with regard to integration processes has been con-
sidered by foreign scientists, such as L. Sawers (Sawers, 2006)
[8], I. Caseres (Caseres, 2014) [9]. G. Petrakos and |. Topaloglou
(Petrakos, Topaloglou, 2008) [10] outlined changes in integra-
tion trends and prospects for economic growth of border areas.
The impact of innovation processes on the socio-economic de-
velopment of local systems has been studied by Ph. Cooke,
M. Heidenreich and H.-J. Braczyk (2004), B. T. Asheim and
A. Isaksen (1996), and J. A. Stein (2004) [11-13].

Despite the significant scientific achievements of foreign
and domestic researchers, there is a need to further deal with
issues concerning the convergence and integration of rural
border areas, taking into account the European experience in
the field of rural development.

3. The purpose of this article is to study European ap-
proaches to the formation of the agricultural policy and rural de-
velopment with the aim of advancing the convergence and inte-
gration of western rural border areas of Ukraine and deepening
the European integration processes.

4. Results

Today, we observe the intensification of processes related
to convergence/integration of economic development of border
areas in the system of interstate and interregional social and
economic integration of Ukraine into the global economy. For
Ukraine, these processes have gained relevance with the ope-
ning of the European market and the signing of the Association
Agreement with the EU, which emphasises that the deepening
cooperation and involvement of the Ukrainian entities in joint re-
search, communication and information projects should be con-
sidered a benefit, which, in turn, will contribute to solving com-
plex problems and ensure positive changes in the structure of
the national economy and accelerate the implementation of the
structural reforms. A milestone event for Ukraine was also ac-
cession to the World Trade Organisation, including duty-free ac-
cess of Ukrainian agricultural products under tariff quotas to the
EU market, the refusal of the EU to use export subsidies for ag-
ricultural products when exporting to Ukraine, the inclusion of
the right for the Ukrainian party to use protective measures and
additional conditions of trade [14, 4].

The abovementioned processes become relevant primari-
ly for regional economical systems, which are adjacent areas
on both sides of the border and have common evolutionary and
mental features. These areas include the western border region
of Ukraine, in particular Transcarpathian, Ivano-Frankivsk, Lviv
and Chernivtsi regions which border on five European countries,
including several EU Member States, namely Hungary, Poland,
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Slovakia, Romania and Moldova. The region’s advantageous
geographical position creates a favourable environment for inte-
gration and convergence in multifaceted relations and economic
activities concerning the implementation of foreign economic re-
lations between economic entities. However, the rating evalua-
tion of the relevant western border regions of Ukraine and neigh-
bouring countries shows a negative differentiation regarding re-
gional development trends by selected indicators of social and
economic growth. In particular, GDP (GRP) per capita for Cher-
nivtsi region as of 2014 was USD 1,044" (rated 11" among the
researched border regions); USD 1,210 for Transcarpathian re-

gion (rated 10™); USD 1,719 for Ivano-Frankivsk region (rated 9*)

and USD 1,813 for Lviv region (rated 8™).

In Slovakia, Kosice region had GDP per capita? in 2014 USD
11,788 and Presov region USD 9,020, with the country’s average
of USD 14,991 as of 2014. In Hungary, Borsod-Abauj-Zemplens-
ka region had GDP per capita in 2014 USD 6,579 and Szabolcs-
Satmar-Bereg region had USD 7,226 respectively, with the coun-
try’s average of USD 11,432 as of 2014. In Poland, Subcarpathia
(Podkarpackie) voivodship had GDP per capita in 2014 USD
8,196 and Lubelske voivodship had 8,089 USD respectively, with
the country’s average of USD 11,540 as of 2014. In Romania, the
county of Maramures had GDP per capita in 2014 USD 7,010,
with the country’s average of USD 7,118 [15, 161-164; 16; 17].

The study confirms that the border areas of Slovakia,
Hungary and Poland differ favourably from the studied regions
of other neighbouring Romania, and especially Ukraine, in
terms of socio-economic development.

It is helpful to note that the study is complicated by the lack of
reliable economic and statistical information on socio-economic
development of the border regions of the neighbouring countries.

We believe that:

e to guide the Carpathian Euroregion, it is reasonable to ge-
neralise information materials, which will enable a compa-
rative analysis to identify the differential lag and the subse-
quent formation of the prospects of Ukraine border areas in
order to strengthen the European integration processes;

® regional statistics agencies should develop cross-border re-
lations in order to create a database of the current state of
socio-economic development of the border regions of neigh-
bouring countries and implement principles of balanced
growth and integration development;

e itis appropriate to encourage students to international coope-
ration in a variety of relations relevant to the livelihoods of the
border areas.

A significant impact on the deepening convergence and in-
tegration of rural border areas of Ukraine, including rural deve-
lopment and effective growth of agricultural production, has the
implementation of rural development models and mechanisms
tested in the EU which to stimulates the development and im-
plementation of investment programs, application of new tech-
nologies in agricultural production increasing the competitive-
ness of the Ukrainian agricultural enterprises when they enter
the EU markets.

With this aim, significant financial support for rural develop-
ment is provided within the framework of the Agreement. Accor-
ding to the support package for Ukraine approved by the Euro-
pean Commission on 5 March 2014, Ukraine plans to allocate
EUR 11 billion, of which EUR 5 billion will be received from the
European Bank for Reconstruction and Development. One part
of the financial support aims to support political and economic
reforms in Ukraine, as well as to expand the free trade area with
the EU. In addition, during the seven years of economic support
will be provided in the form of macro-financial assistance (loans)
estimated at EUR 1.6 billion during the seven-year period, and in
the form of grants in the amount of EUR 1.4 billion [18].

"1 USD to UAH = 15.8438 USD UAH on 01/01/2015

2 Estimations are given using data of Eurostat converted to USD at current
exchange rate (04.02.2017), namely:

1) Poland and Romania - Gross domestic product (GDP) at current
market prices by NUTS 2 regions, Euro per inhabitant as for 26.02.2016:
http://appsso.eurostat.ec.europa.eu/nui/submitView TableAction.do

2) Slovakia, regional GDP per capita: https://ec.europa.eu/growth/tools-
databases/regional-innovation-monitor/base-profile/eastern-slovakia

3) Hungary, regional GDP per capita: hitps://ec.europa.eu/growth/tools-
databases/regional-innovation-monitor/base-profile/north-hungary-2
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At the same time, European approaches to the formation of
agricultural policy in rural areas are viewed to be essential, par-
ticularly the document adopted by the European Commission
and known as «Common Agricultural Policy towards 2020»,
which outlined three components of this policy for the period
of 2014-2020: viable food production, sustainable use of na-
tural resources and mitigation of the consequences of climate
change, and balanced territorial development [19].

Within the defined objectives of the EU Common Agricultural
Policy (CAP), 10 key principles of target distribution of cash sub-
sidies were defined. They are profitability of agricultural produc-
tion based on stimulating economic growth and employment in
rural areas; effective and flexible crisis management instruments
to meet new economic challenges; greening to achieve long-term
productivity and preserving ecosystems; additional investments
in research and innovation; creating a competitive and balanced
market supply chains for food from the producer to the consumer;
incentive measures to protect the environment in agriculture; fa-
cilitating opening agricultural entities for beginner farmers; pro-
motion of employment and entrepreneurship in rural areas; ta-
king into account the interests of structurally weak regions; sim-
ple and effective Common Agricultural Policy (simplification of
certain mechanisms without losing their effectiveness).

The outlined priorities are acceptable for Ukraine with re-
gard to the implementation of approaches to the adoption of
modern agrarian policy to ensure sustainable agricultural de-
velopment and growth in agricultural production.

The main provisions of the Strategy of Development of the
Agricultural Sector for the Period until 2020 (adopted by the Cabi-
net of Ministers of Ukraine on 17th October, 2013, No. 806-p) are
consistent with the new programming for 2014-2020 period of t
the EU CAP with the aim to:

e prioritise rural development through policy guidance on socio-
economic development of communities; effective use of local
resources to preserve ecosystems and prevent negative risks of
climate change; innovation in the rural economy; increase com-
petitiveness of farmers and their involvement in the value cost;

* encourage the development of partnerships with processors
and to guarantee and protect the rights of agricultural pro-
ducers through the development of professional and non-
governmental organisations;

¢ promote diversification of employment in rural areas (agricul-
tural and non-agricultural) which will ensure the growth of the
rural economy [20].

These steps are declared despite a decline in the share
of CAP in the EU budget from 39% in 2013 to 33% in 2020.
Total expenditures on direct payments and market decline in
2014-2020, if compared to the period of 2007-2013, comprise
approximately 10%. In addition, the amount of direct payments
will change depending on the recipient country. For the coun-
tries of the old EU member states, these payments will be re-
duced by 5% (from EUR 282 per hectare to EUR 269 per hec-
tare), and for the new member states, they will increase by
60% (EUR 119 per hectare to EUR 191 per hectare).

An important novelty of CAP is the approach to «active
farmers» (legal entities or people who fulfil the obligations of the
cultivation of their lands and have income from agricultural ac-
tivity): only those farmers who farm can get support. According
to this, a direct private payments scheme has been developed.
It has three basic components: basic payments, environmen-
tally friendly payments, payments to young farmers. Besides,
it is allowed implementing additional schemes. However, they
may not be implemented within the 2014-2020 period (Table 1).

In the context of the priorities of the Common Agricultural
Policy (CAP) of the EU, a special mode of support for small
business entities has been applied in Ukraine since 2014, which
provides 10% of the annual budget of direct payments in the
country. Within the outlined scheme of payments to young far-
mers, businesspersons will receive a one-time payment. It also
provides simplified control and submission of application for di-
rect private payments, weakening commitment to ecology and
the principles of cross compliance.

In order to avoid artificial fragmentation of large farms,
these grants will be available to small farms established in
2014 or later, or their heirs.


http://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do
https://ec.europa.eu/growth/tools-databases/regional-innovation-monitor/base-profile/eastern-slovakia
https://ec.europa.eu/growth/tools-databases/regional-innovation-monitor/base-profile/eastern-slovakia
https://ec.europa.eu/growth/tools-databases/regional-innovation-monitor/base-profile/north-hungary-2
https://ec.europa.eu/growth/tools-databases/regional-innovation-monitor/base-profile/north-hungary-2

Such approaches, unlike the current ones under which it
was supposed to concentrate about 80% of payments in 20%
of rural households, will improve the competitiveness of small
forms of management and extended their development.

According to the current legislation, the quota system for
milk is due to expire and the quota system for sugar will be
abolished in 2017. The positive impacts on agricultural deve-
lopment will result in the increased financing to promote con-
sumption, including the program of free or preferential distribu-
tion of milk, fruits and vegetables in schools, provided for by
the new programming period (2014-2020). Some targeted ac-
tions in this area will be financed from the budget of the second
financial unit of CAP and other EU funds.

Under the scheme of payments, environmentally friendly or
so called «green» payments enhance the role of ecologisation
of agriculture under CAP. 30% of the national annual budget of
direct private payments will be directed at the diversification of
crops (growing of at least three cereals), maintenance of per-
manent pastures, formation of zones of ecological conserva-
tion with 5%, then 7% of the land, provision of biodiversity and
landscape elements. Subsidies for these purposes are gran-
ted in proportion to the area of farmland without fixing the up-
per limit payments to the farmer.

Special attention is given to solving problems related to the
quality of soil and water, biodiversity and climate change, under
which EUR 100 billion will be allocated to the relevant projects in
the period of 2014-2020. According to the document, all the EU
member states, rural areas and farmers will take an active part in
promoting measures to combat climate change. In addition, about
30% of the program budget for rural development will be allocated
to existing farms in order to take agro-ecological measures, sup-
port organic agriculture and implement projects related to innova-
tions or environmental investments in this area. Since 2014, far-
mers-beginners have been encouraged to create their own busi-
nesses with an additional 25% through the first 5 years [22; 23].

In the meantime, rural border areas of Western Ukraine need
both interregional and inter-territorial convergence and integra-
tion, because they have a unique opportunity to quickly adapt
to the conditions and requirements of the European Commu-
nity to improve the stability of rural economies and ensure their
sustainable development. Under the conditions of intensification
of the relevant processes and implementation of joint projects,
it is appropriate to draw attention to the Horizon 2020 program
[23, 50-52], which aims to become a new European cooperation
project in the field of science and innovation to ensure the de-
velopment of local systems, in particular rural border areas. For
Ukraine, this program offers new productive opportunities as it
provides a unique opportunity that will allow it to strengthen re-
lationships with researchers and innovators in the EU and asso-
ciated countries to achieve common competitive advantage and
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