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NATIONAL COMPETITION POLICY AS THE WAY TO THE
EFFECTIVE ECONOMY OF UKRAINE

The article investigates the reasons for the significant difference in the
dynamics of Ukraine's GDP in 2000-2008 and the last decade.

It has been shown that large-scale reforms in developed countries in the
1980s and 1990s contributed to the relatively stable development of the
economies of most of these countries for almost a quarter of a century. Later,
the emphasis in economic policy was on stimulating demand. This largely
caused the depth of the 2008-2009 crisis and the slow GDP growth of most
developed countries afterwards. At the same time, GDP dynamics in some
countries differed markedly from global trends.

Australia last experienced an output decline in 1991. Such a long crisis-
free development of this country is largely the result of a set of reforms aimed
at developing competition. The most important areas of Australia's National
Competition Policy, its economic and social implications, are analyzed.

It is substantiated that radical reforms aimed at deregulating the
economy and developing competition became a major factor of the upswing
that began in Ukraine in 2000. However, the cessation of reforms, and
subsequently, measures aimed at restricting competition, led to a stagnation
of Ukraine’s economy, despite the relatively favorable external economic
conditions. The relationship between the intensity of internal competition
and the dynamics of Ukraine's GDP is shown. Survey data suggest that
competition grew rapidly, peaking in 2006-2007, but then substantially
declined.

It is noted that the economic reforms carried out in Ukraine over recent 5
years have been generally less radical and consistent than those
implemented 20 years ago. The necessity of a national competition policy in
Ukraine is substantiated, its main directions are defined.

Keywords: internal competition, competitiveness, competition policy,
economic reforms, Ukraine

Ukraine is one of the few countries in the world whose GDP is less than 30 years ago. In
their works Ukrainian scientists Heyets V., Zveryakov M., Korablin S., and Kryuchkova I.
analyzed the peculiarities of the domestic economy, the causes of the crisis phenomena, and
suggested the ways to increase this country’s national competitiveness. At the same time,
these works did not provide a proper explanation of the reasons for significant fluctuations
in economic activities in the country. If from 2000 to 2008 the average annual GDP growth
rate in Ukraine was 7,7%, at other times there was a slow growth or decline in production.
The causes of the catastrophic decline in the 1990s have been deeply studied in the literature
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(see, in particular, [1]). However, why Ukraine's GDP has not yet reached 2008 levels has
not been properly explained.
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Fig. 1. The average annual world price indices for grain crops and oil (2002-2004 = 100)
Source: data compiled by the author according to [3].
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Fig. 2. International rolled steel prices
Source: data compiled by the author according to [4].

There is a point of view that the most important factor of dynamic rise was a favorable
foreign economic situation [2, p. 79]. However, this is not the case. As can be seen in Figures
1 and 2, prices for the most important goods of Ukrainian exports in the early 2000s were
relatively low. Rolled steel prices exceeded the 1995 level in 2004, and grain crops and oil
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prices even later. The foreign economic situation in the early 2010s was more favorable for
Ukraine than ten years earlier. However, in 2012—-2013, a stagnation was observed, with a GDP
by 6,5% lower than in 2008.

In this regard, the purpose of this article is to find out the most important reasons for the
significant difference in the dynamics of Ukraine's GDP in 2000-2008 and over the last dec-
ade and to provide recommendations for reforming this country’s economy.

It should be noted that most experts consider unrealistic our government's plans to in-
crease GDP by 40% in five years. At the same time, in 1999-2004, Ukraine's GDP increased
almost one and a half times. Understanding the reasons for the dynamic growth in the 2000s
will allow us to make sound recommendations for the authorities.

The lost decade

It's common knowledge that the fundamental characteristic of a market economy is com-
petition. It promotes the efficient allocation of scarce resources, stimulates innovation, and
increases productivity. In the theory of competitive advantages Porter M. substantiated that
strong internal competition is the most important factor of increase in national competitive-
ness [5, p. 165]. Empirical data also show that countries where domestic competition is more
intense, as a rule, are characterized by higher levels of GDP and its faster growth [6, p. 5].
However, competition is weakened by ineffective government regulation and restrictive busi-
ness practices of private business. Competition should be supported, protected and encour-
aged. Reforms aimed at enhancing competition often begin during a crisis, when it is easier
to overcome the resistance of the lobby groups.

Crisis phenomena in developed economies in the 1970s and early 1980s stimulated the
revision of forms and methods of state regulation. Large-scale reforms aimed at deregulating
the economy and developing competition were carried out [7, 8]. Particularly serious changes
took place in the power industry, in the gas industry, in transport, and in the field of telecom-
munications. The deepening of cooperation within the EU, the introduction of the euro, and
the EU's enlargement policy contributed to a significant increase in competition in most Eu-
ropean countries.

Radical reforms helped to increase competitiveness and sustainable economic growth,
and reduce unemployment in most developed countries. Later the emphasis was on stimulat-
ing demand in many countries. Populist measures contributed to the hypertrophied develop-
ment of credit and financial markets that due to the absence of their proper regulation at the
national and international levels largely determined the depth of the crisis of 2008—20009.

The crisis stimulated an active search for ways to improve the situation. Thus, the Council
of the Organization for Economic Cooperation and Development (OECD) in 2009 approved
OECD Recommendation on Competition Assessment. Noting that public policy often unnec-
essarily restricts competition, the Council for identifying and reviewing these measures by
creating appropriate institutional mechanisms. It was recommended to use the Competition
Assessment Toolkit, a solid document issued by the OECD in 2007. The Competition Com-
mittee was instructed to report to the Council on the implementation of the Recommendation
in three years' time [9].

In 2012 the questionnaires were sent to the governments of 52 countries, but only 32
responses were received. However, some governments provided extensive information,
while others limited themselves to examples of individual markets. In 2014, the report on
"Experiences with Competition Assessment" providing information about the implementa-
tion of the Recommendation. The report’s authors noted about the impossibility to conclude
which countries implemented the Recommendation and to what extent [10, p. 16].
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The report shows that many countries used the OECD's Competition Assessment Toolkit
to assess the impact on competition, which helped remove restrictions on competition or hin-
dered their introduction in a number of markets. However, the OECD Recommendation did
not significantly affect the policies of most countries. It should also be taken into considera-
tion that the analysis was based exclusively on data provided by the governments. The ques-
tionnaires were requested to provide information on successful cases of competition impact
assessment. However, the removal of restrictions on competition in individual markets does
not yet indicate the pro-competitive nature of the policy as a whole. Thus, the report states
that the Antimonopoly Committee of Ukraine (hereinafter called the AMCU) twice prevented
the Ministry of Healthcare from imposing restrictions on competition in the medical services
market [10, p. 49]. However, at that time the economic policy of our country was generally
pro-monopolistic, which we will discuss in more detail below. The attitude of many govern-
ments to competition issues is also evidenced by the fact that 20 governments did not respond
at all to the OECD request, and two reports did not contain specific examples and were not
used for analysis.

Radical reforms require political will, which is capable of overcoming the resistance of
lobbyists and the bureaucracy. The positive results of reforms are not always quick, so re-
formers need strong nerves. There is always a temptation to take measures that will bring
quick profit.

According to the Global Competitiveness Report 2018 prepared by World Economic Fo-
rum (WEF), major economic challenges need long-term solutions, but short-termism prevails
in governments and corporations around the world. Many productivity-enhancing reforms
announced in the wake of the crisis did not materialize or remain incomplete, while other
reforms are in danger of being rolled back. [11, p. 1]. The most important means of combating
the crisis was monetary policy: the four largest central banks from 2008 to 2017 injected into
the economy more than 10 trillion USD. These policies mitigated the negative effects of the
Great Recession, but led to lower productivity growth. While the average annual growth of
total factor productivity in 2000-2007 was 1%, then in 2011-2017 it was 0,3%. Therefore,
WEF experts characterize the post-crisis period as a lost decade for productivity-enhancing
[12, p. 4-5].

This affected the most important indicators. Thus, the EU's GDP exceeded the pre-crisis
maximum only in 2015. And even after that, economic growth in some countries was unstab-
le, and unemployment remained high. Only in 2018/2019 there was a significant increase in
growth. At the same time, the dynamics of GDP in some countries differed markedly from
global trends.

The last time Australia experienced a drop in output was in 1991. In 2008-2009, eco-
nomic growth only slowed. Such a long period of crisis-free development is unique for de-
veloped countries. Therefore, it is important to understand the reasons for the country’s suc-
cessful development.

A developed diversified economy existed in Australia as early as in the middle of the
twentieth century. However, later development slowed down. In 1950 in terms of GDP per
capita Australia ranked the 4th out of 22 developed countries, but in 1990 Australia ranked
the 15th [13, p. 3]. At the same time, inflation rose and a high unemployment was recorded.
The Australian economy was surrounded by high customs barriers. In the infrastructure sec-
tors, there were state monopolies, whose tariffs for services were too high. Many markets
were tightly regulated, including competitive ones. Australia is a federal state (officially the
Commonwealth of Australia), consisting of six states and two territories. Their regulations
differed significantly, creating interregional barriers.
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Customs tariffs were gradually reduced since the late 1980s, which intensified competi-
tion in many markets. The Council of Australian Governments (COAG) was established for
better coordination, their members were the Prime Minister and Heads of State and Territo-
ries. The Independent Committee, headed by Prof. F. Hilmer, was commissioned to develop
a concept of economic policy reform. In 1993, the Hilmer Committee issued a report outlin-
ing a number of recommendations. The most important of them:

— extension of antitrust legislation to the activities of state-owned enterprises;

— ensuring competitive neutrality, in other words, the relinquishing of benefits and subsi-
dies to state-owned enterprises, which give them an advantage over competitors in the private
sector;

— identification of regulations restricting competition and their adjustment;

— restructuring of state monopolies in infrastructure sectors, separation of their parts that
can operate in competitive markets, and admission of private business to these markets.

In 1995 the Council of Australian Governments launched a comprehensive reform pro-
gram called the National Competition Policy. In general, it complied with the recommenda-
tions of the Hilmer's Committee. The National Competition Council was established as an
independent body to assess the progress of governments in implementing agreed reforms.

In reviewing legislation, the guiding principle was that statutory regulations only could
restrict competition in case when overall society’s benefits from its restriction outweigh the
losses and the legislation’s objectives cannot be achieved by any other means that would be
less restrictive for competition. New legislation too had to comply with this principle. About
1,800 statutory regulations that restricted competition, were identified at the federal, state
and territory levels. Adjustments were made to 85% of them [14, p. 9].

Huge changes took place in the infrastructure sectors. While previously there were several
state-owned railways, later only railway lines remained state-owned. Transportation on their
lines was carried out by private companies which competed with each other. The electricity
reform led to the elimination of vertically integrated monopolies that has existed in each state.
A national electricity market was created, and consumers were able to choose a supplier. A
gas market also appeared. Reforms aimed at developing competition were carried out in the
field of telecommunications, aviation and road transport.

Governments published annual reports informing on their achieved progress in revising
legislation and other reforms. They were evaluated by the National Competition Council.
The reforms were carried out by the Labor Party government, but were generally supported
by the opposition. Without this support, it would have been much more difficult to conduct
reforms, as the Liberal and National Parties were in power in some states. As part of the
National Competition Policy, the Australian Government made significant payments to the
states and territories. They depended on the scale of legislative revision and the implementa-
tion of other reforms and stimulated their implementation, facilitating the distribution of the
benefits of the reforms among the total population.

It was originally planned to complete the reforms by 2000, but later their completion was
extended to 2005. In 2006 the Council of Australian Governments approved the National
Reform Agenda, which was a continuation and development of the National Competition
Policy. The most important areas of the reform were identified, such as: improving the eco-
nomic environment through further development of competition; and improving regulation,
as well as the development of human capital (education, health care, etc.).

The results of the reforms were impressive. Thus, from the early 1990s to 2004, the elec-
tricity tariffs decreased by 19%, tariffs for rail freight transportation, and fees on communi-
cation services also decreased significantly [14, p. 13]. In 2005, the Productivity Commission
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estimated that the annual economic benefits of the reforms were 2,5% of GDP, or 20 billion
Australian dollars [15, p. 51]. However, this is the result of calculations for seven sectors,
where the effect of reforms was measured. The average annual GDP growth rate in the last
decade is 2,4%, which is higher than in most OECD countries. Continuous economic growth
for 28 years is a record for developed countries.

The reasons of Ukrainian economic growth in the period 2000-2008

In the 1990s, the countries of Central and Eastern Europe, the Caucasus, and Central Asia,
where market reforms were carried out, experienced a transformational decline. But the depth
and duration of this decline were different. Thus, in Poland the economic growth began in
1992, in the Czech Republic —in 1993, in Hungary and Slovakia — in 1994, and in the Baltic
States — in 1994-1995. The decline was expected to stop in Ukraine, but forecasts did not
come true. Therefore, the beginning of the economic rise in 2000 was unexpected for some
experts. In 1999 most observers were disappointed in Ukraine because of the hopeless cor-
ruption and stagnation, so the rapid growth was surprising, — noted Aslund A. [16, p. 17-18].

The situation in Ukraine in the late 1990s was very difficult. GDP had fallen almost two
and a half times since 1990. Most Ukrainians lived in poverty, and pensions and salaries of
government employees were paid with considerable arrears. At the same time, there was a
rapid enrichment of people who were close to the power. Under these conditions, a set of
radical reforms was carried out.

A simplified system of taxation, accounting and reporting for small businesses was intro-
duced. Tens of thousands of businessmen came out of the shadows and began to pay to the
budget, not the "controllers”. The adoption of the Law on Licensing of Certain Types of
Economic Activity facilitated the development of small business. A clear licensing procedure
was established, and the number of entrepreneurs who were required to obtain licenses was
reduced several times. On initiative of the State Committee for Entrepreneurship, inspection
logs were introduced, which made it possible to reduce the number of inspections.

The tax burden was reduced, in particular, the collection of fees to the Chornobyl Fund
was suspended. At the same time, the government overturned more than 250 decisions to provide
benefits to individual businesses. During the agrarian reform, state-owned and collective agricul-
tural enterprises were liquidated, and the land was transferred to the peasants. Some peasants ex-
panded their household plots, but most leased the land. The reform gave a significant impetus to
the development of agriculture and the agroindustrial complex in general.

Large-scale reforms were carried out in the energy sector. The abolition of unjustified
benefits, the transition to payment with exclusively "live" money instead of monetary surro-
gates led to the fact that, according to Aslund A, the amount of liquidated rent in the energy
sector was about 13% of official GDP [16, p. 10]. A significant part of these funds went into
the budget, which allowed timely payment of pensions and salaries to state employees.

The improvement of conditions for business activities led to the fact that in three years
(1999-2002) the number of small enterprises increased by 32%, and the number of entrepre-
neurs increased almost one and a half times. Competition intensified significantly, as evi-
denced by data from State Statistical Surveys regarding the factors that restrict the produc-
tion. Some enterprises note about high competition from domestic similar products, which
can be considered as an indicator that reflects the intensity of domestic competition. In 1999,
11% of industrial enterprises felt significant competition from other domestic producers, in
2003 - 30%, and in 2006 — 35%. Data on the dynamics of the domestic competition intensity
in industry and GDP of Ukraine (Figure 3) proves that Porter's M. ideas about strong internal
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competition as the most important factor of dynamic economic growth and increasing com-
petitiveness are also true for our country. This figure shows the data on industry competition,
but similar trends were also observed in construction and transport [17, p. 9-10].

Most reforms were carried out in 2000. Consequently, in the same year GDP increased
by 6% and industrial output — by 12%. Certainly, the measures taken earlier played an im-
portant role as well, such as: achieving macroeconomic stabilization, privatization of most
enterprises. However, without the reforms mentioned above, economic growth would have
started later and would not have been so rapid.

as EY

40

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

—s—the intensity of internal competition in industry (% of enterprises noting competition as a restraining factor) - left scale
the dynamics of Ukraine's GDP (% up to 1990) - right scale

Fig. 3. The dynamics of Ukraine's GDP and the domestic competition intensit
in industry

Source: data compiled according to [18, p. 95] and the State Statistics Service of Ukraine®.

The availability of significant unused capacities was important. However, they also
existed in the 1990s. The reforms that provided a more favorable environment for entrepre-
neurship caused the deconservation of that much of the unused equipment.

During the economic growth in 2000s, there are two stages. During the first four years,
improving business conditions as a result of reforms played a key role. However, after 2001,
systemic reforms were halted. In particular, the agrarian reform was not continued, and the
land market still was not created. However, some reforms were implemented. Thus, personal
income tax rates were significantly reduced. Since 2004, the rising prices for raw materials
exports and foreign capital inflows (largely speculative) become increasingly important as
factors of economic growth. As can be seen from Fig. 3, the intensity of domestic competition
reached a maximum in 2006-2007, then it significantly decreased. This was due to the dete-
rioration of the business climate as a result of increased corruption, raiding etc.

Ukraine: a crony capitalism or a competitive economy

After taking office, President Viktor Yanukovych approved the Program of Economic
Reforms for 2010-2014. However, the reforms were only declared, while the state policy
was actually aimed at suppressing competition. Thus, the Regional Gas Company established
control over most of the regional gas distribution companies. In 2010-2011, Ostchem Hol-
ding merged four out of six mineral fertilizer companies in Ukraine.

In some cases, the government actually created monopolies itself. In 2011, three energy
generating companies were privatized: Dniproenerho, Zakhidenergo and Kyivenerho. One of
the conditions of the tender was that the applicant had to load 70% of the capacity with coal

! Due to the change in the methodology of business surveys, data on the intensity of competition
after 2011 are not available.
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of Ukrainian origin. DTEK could fulfill this condition and acquired these companies. Similar
processes took place in a number of other industries. That is why Ukraine's real GDP did not
change in 2012, and later in 2013 it increased by 0,2%. In this case, as can be seen from Fig.
1 and 2, prices for key items of Ukrainian exports were quite high.

The result of such a state policy was a model of the economy, characterized as crony
capitalism. Ukrainian features are studied in the work on "Crony capitalism in Ukraine: eco-
nomic implications". It states that up to 2% of domestic firms have political ties, accounting
for about 20% of turnover. Politically connected firms are usually larger than ordinary firms,
but they grow slowly, are less profitable, and pay less taxes. They are also less productive:
their total factor productivity is by 43,7-65% lower than that of politically independent firms.
According to the authors, if all politically connected firms are replaced by firms without po-
litical ties, the Ukrainian economy will grow by 1-2% faster [19].

The negative consequences of crony capitalism can be well traced if we analyze the situ-
ation at the level of industries, and sectors of the economy. Thus, the presence of more than
300 oil and gas fields in Ukraine provides favorable opportunities for a significant reduction
or even cessation of energy imports. In 2018, twenty one billion cub. m. of gas was extracted,
which is by 25% less than in 1990. During this period, oil output almost halved. And this is
explained not only by the insufficiently effective activity of Naftogaz of Ukraine.

In 2018, the Center for Combating Corruption published an analytical report *Who owns the
oil and gas fields of Ukraine?" It states that 204 specific permits for the use of oil and gas fields
were issued to private companies. There are almost no well-known foreign companies among
these companies. At the same time, half of the specific permits are held by companies owned by
oligarchs, MPs, and former officials [20]. Auctions have been held only in recent years.

Ukrainian markets are highly concentrated, and many of them are dominated by state-owned
enterprises and firms with political ties, according to a report prepared by the World Bank. At the
same time, the entry of new producers into domestic markets is limited. The average entry density
in private sector (this indicator reflects the number of newly established private firms per 1,000
working-age population) in 2006-2016 was low both by world standards and compared to most
Central and Eastern European countries. This indicates the existence of significant barriers to entry
due to the government regulation and policy of dominant firms [21, p. 20, 21]. This market struc-
ture significantly weakens competition and undermines incentives to increase efficiency. There-
fore, strengthening competition policy is crucial for the dynamic economic and social develop-
ment of Ukraine. We cannot but agree with this.

A number of important reforms have taken place over the last five years. It was stated
that the scale of reform is unprecedented in our history. However, this is not entirely true. On
the one hand, the reforms were carried out in the areas where they had never been carried out
before, such as: law enforcement, and medicine. However, economic reforms in the late
1990s were generally more radical. On the other hand, no less important is the social orien-
tation. 20 years ago, the budget was significantly replenished as a result of limiting the profits
of the oligarchic groups. At the same time, real wages almost doubled in five years (1999—
2004). 1t was different in recent years.

Obviously, under the conditions when Ukraine has lost a significant part of its production
potential and military expenditure has increased, a significant raise in living standards is im-
possible. However, successive reforms would better offset the negative effects of the Russian
aggression.

Kryuchkova I. analyzed changes in the distribution of income between sectors of the
economy. The share of households in gross disposable household income (GDHI) decreased
from 80,4% in 2013 to 62,7% in 2016 [22, p. 16]. This was primarily due to higher utility
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tariffs. There was a large-scale redistribution of revenues in favor of public and private com-
panies operating in energy, water supply and some other industries. The budget deficit was
reduced through pensions and social expenditures. At the same time, the income of most
oligarchic groups was not limited.

Some measures aimed at the development of entrepreneurship have been taken place:
reduction of the single social contribution, some deregulation measures, and a repeal of un-
justified benefits. At the same time, other measures have been taken that negatively affect
business activities: strengthening punitive sanctions, etc. As a result, although the number of
small business enterprises (small businesses and individual entrepreneurs) in 2018 increased
by 7% compared to 2013, and the number of their employees decreased by 3%.

The launch of a new electricity market in 2019 led to a significant increase in tariffs. It
may seem strange, since the creation of the electricity market in Australia and a number of
other countries caused tariff cuts. While the electricity market in Ukraine is dominated by
DTEK, the tariffs will not be reduced. At the same time, the structure of this market continues
to deteriorate: in 2019, the Antimonopoly Committee of Ukraine (AMCU) allowed DTEK to
acquire Odesaoblenergo and Kyivoblenergo.

Ukraine needs the National Competition Policy — a set of measures aimed at limiting
monopoly and developing competition. The most important areas of reform are:

— demonopolization of the economy;

— elimination of anti-competitive provisions from the legislation;

— privatization;

— ensuring competitive neutrality, leveling the competition.

In the 1990s, Ukraine implemented the State Program for the Demonopolization of the
Economy and the Development of Competition. Hundreds of monopolistic structures were
liquidated, as a result of which more than 6400 independent business entities appeared on the
markets [23, p. 98]. Unfortunately, liquidated monopolies were later replaced by new ones
in several markets.

On September 5, 2019 the AMCU decided to forcibly split the Ostchem group of compa-
nies. But this decision was not easy to implement. Ostchem officials said they would chal-
lenge it in court. It should be noted, that in the United States thirty-three monopolistic struc-
tures were split on the initiative of antitrust authorities in the XX century. At the same time,
the courts often ruled out against the United States Department of Justice Antitrust Division.
In most other countries, such measures were not implemented at all.

Ostchem's monopoly position, as well as the monopolization of some other markets, is
the result of the AMCU's unsatisfactory concentration control. Earlier the committee retained
some independence. For example, in 2004 the AMCU refused the Donetsk company Sarmat
to buy a controlling stake of Obolon, as this would have significantly restricted competition
in the beer market. Unfortunately, the situation has not fundamentally changed since 2014.
The merger control system needs to be revised. It is much easier to prevent a monopoly than
to fight it.

Competitive agencies of developed countries treat such issues differently than the
AMCU. Thus, in 2019 the European Commission blocked the operation to merge the steel
assets of the German industrial group ThyssenKrupp with the assets of the Indian Tata Steel.
Consent to integration is often accompanied by structural requirements. For example, when
Exxon and Mobil merged, the newly formed alliance was forced to sell more than 2,400 gas
stations (15% of their total number) and a refinery in California [24, p. 31].

Due to the fact that the forced division of monopolistic structures is a difficult task, it is
necessary to actively use other ways of demonopolizing markets, stimulating the entry of
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domestic and foreign companies by reducing customs barriers, and supporting small and me-
dium-sized businesses.

"Prior to pressing the accelerator pedal, first release the brakes" [1, p. 357] - that was
recommended by Western experts of the Government of Ukraine in the 1990s. However, our
government constantly introduced new restrictions on competition. In order for the economy
to develop dynamically, anti-competitive provisions should be removed from Ukraine’s le-
gislation. To identify them, you can use the Guidelines for assessing the impact of regulations
and draft acts on competition, developed by the AMCU [25]. This document is based on the
best world experience. While drafting the document, the OECD Competition Assessment
Toolkit was used.

The Guidelines contain a checklist of 14 issues that allow to identify the impact of statu-
tory regulations on competition. If it turns out that they can restrict competition (by limiting
the number of sellers, reducing their motivation to compete, limiting the choice of the cus-
tomer, etc.), it is necessary to look for alternative ways to solve the problem. Based on the
study of domestic and foreign experience, the document provides recommendations how to
achieve the set policy goals or correct significant market shortcomings, at the same time
avoiding unnecessary restrictions of competition.

These Guidelines are used by the AMCU when considering lawsuits and approving draft
regulations. They are of a recommendatory nature for executive authorities and local self-
government bodies. Following the example of Australia, it is useful to use this document for
systematic work to identify and further adjust regulations that contain restrictions on compe-
tition. Such work should be carried out primarily in the markets with the greatest impact on
economic development and the welfare of citizens.

The authors of the above-mentioned World Bank report propose to the Ukrainian autho-
rities to provide a competitively neutral economic environment that minimizes the ad-
vantages of state-owned enterprises and politically connected firms. This is not by accident.
According to the World Economic Forum's Global Competitiveness Report 2019, Ukraine
ranks 104th out of 141 countries in terms of the distorting impact of taxes and subsidies on
competition.

There is a good tool to correct this situation — the Law of Ukraine "On State Aid to Busi-
ness Entities". The adoption of this Law in 2014 was a great success, given that the
Verkhovna Rada had twice (in 2004 and 2007) rejected the relevant bills. The authorized
body for state aid control is the AMCU, where a relevant department is established. The
above mentioned law came into full force in August 2017, and we should not expect rapid
changes. At the same time, the fact that in 2018 only two decisions were made to declare the
new state aid inadmissible for competition is alarming.

Certainly, not everything here depends on the AMCU. Most of the 185 decisions made
by the committee as a result of the consideration of state aid cases concerned local self-go-
vernment bodies. Only five concerned ministries, departments and five more — the Public
Administration [26, p. 11]. Assistance from the state budget amounted to 4% of all state aid,
while the information about it was received by the AMCU [26, p. 30]. Local governments of
Kharkiv, Vinnytsia, Zhytomyr and some other regions (not all of them) agree with the com-
mittee on state aid decisions. At the same time, most ministries and departments, including
the Ministry of Finance, ignore the requirements of the Law of Ukraine "On State Aid to
Business Entities" and the Budget Code, which require adding a copy of the AMCU decision
to the budget request for state aid.

It was important for our government to report on the implementation of one of the obli-
gations set out in the Association Agreement between Ukraine and the EU. Therefore, the
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State Aid Law was adopted, but they are in no hurry to implement it. This position should be
reconsidered. The effective control over state aid should become one of the government's
priorities, as it will provide significant budget savings, and minimize distortions of competi-
tion from the provision of this assistance.

You have to pay three times for state property, — noted Porter M. Firstly. First, with low
efficiency and the lack of dynamism. Secondly, with the adverse effects of inefficient pro-
duction on the industries, which are forced to buy public sector products. Thirdly, with the
insufficient level of demand from state-owned enterprises as consumers. Procurement deci-
sions are often influenced by political considerations, many procurements are made in the
absence of competition [5, p. 759].

Therefore, the privatization of most state-owned enterprises is necessary. This should take
into account the negative experience of privatization in the energy sector, as a result of which
DTEK has become a monopolist. "Ways of privatization should promote the creation of
healthy internal competition, rather than replacing the state monopoly with a private mono-
poly,” noted Porter M. [5, p. 760]. This can be achieved in Ukraine if the terms of the tenders
do not prevent the participation of competitive firms, and the AMCU will become more ef-
fective in controlling the concentration.

Conclusions

In the 1980s and 1990s, large-scale reforms were carried out in developed countries aimed
at deregulating the economy and developing competition. They contributed to the fairly sus-
tainable development of the economies of most of these countries for almost a quarter of a
century. However, later in public policy, the preference was given to measures stimulating
predominantly consumer demand. This largely determined the depth of the 2008—-2009 crisis
and the sluggish development of the economies of many countries in the subsequent period.
At the same time, the dynamics of GDP in some countries differed markedly from global
trends.

Australia developed dynamically and last experienced a drop in production in 1991. One
of the most important reasons: from 1995 to 2005 in the country successfully implemented
the National Competition Policy, a set of successive and interrelated reforms. In 2006, the
National Reform Agenda was launched, which is a continuation and development of the Na-
tional Competition Policy.

The positive impact of competition on economic development is clearly confirmed by the
experience of Ukraine. A complex of radical reforms aimed at deregulating the economy,
developing competition, leveling its minds, became the most important driving force of the
upswing that began in 2000. However, the reforms were soon curtailed. Since 2010, public
policy was aimed at suppressing competition. As a result, GDP growth stopped, despite the
relatively favorable foreign economic situation. This shows that economic policy has a more
significant impact on the development of Ukraine's economy than world prices for key do-
mestic exports. Deep and consistent reforms can ensure a dynamic growth, even in unfavor-
able foreign economic conditions. At the same time, policies aimed at restricting competition
lead to economic stagnation even with high prices for exported goods.

Over the past five years, Ukraine has carried out a number of important economic re-
forms. However, they were less radical and consistent than those conducted in the 1990s.
Ukraine needs a National Competition Policy — a set of measures aimed at limiting monopoly
and developing competition. The most important areas of reform are: demonopolization of
economy; elimination of anti-competitive provisions from the legislation; privatization; en-
suring competitive neutrality, and leveling the conditions of competition.
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HAIIIOHAJIBHA KOHKYPEHTHA MOJIITUKA - IJISIX 1O
E®EKTUBHOI EKOHOMIKH YKPAITHHA

Y emammi docnioxeHo npuuuHu cymmesoi pisHuyi 8 ouramiyi BBIT Yk-
painu e 2000-2008 pp. ma ynpoodoerx OCMAHHBLO20 0eCSTMUNIMMSL.

IMokaszaHo, wo macuumabHi pecpopmu, npoeedeHi 8 PO38UHEHUX KpaiHax
Yy 1980-1990-mi poku, cnpusiu NOpPieHSIHO cMAbLILHOMY PO38UMKY €KOHO-
MiIK 6Lnbuocmi yux Kpain npomsizom maiizke ugepmi cmoaimms. Hadani ok 8
E€KOHOMIUHIT noAimuyi Hazosnoc 6ye 3pobaeHuUll Ha CMUMYI08AHHS Nonumy.
Ile 6azamo 8 uomy 3ymoguno eaubury kpusu 2008-2009 pp. i noginbHe 3po-
cmarHs BBII 6inbuiocmi po3guHeHux Kpain nicas Hei. BooHouac ouHamika

ISSN 2663-6557. Economy and forecasting. 2020, No 1 41


http://documents.worldbank.org/curated/en/
https://doi.org/10.15407/eip2017.02.007

@ Shcherbak A.

BBII y desikux KpaiHaxX NOMIMHO 8I0PI3HSANACS 8I0 3020/lbHOCBIMOBUX MEeH-
OeHuylll.

Aescmpaniss ocmaHHill paz nepexkusana nadiHHs supobHuumea 8 1991 p.
Tarxuii mpusanuili 6esxpuszosuii pozsumokr yiei KpaiHu — nepesairKHo pe3ysib-
mam KOMnaekcy pegopm, CNpsiMO8AHUX HA po38UMOK KOHKYpeHuii. IIpo-
aHanizoeaHo Haligarknusiui Hanpsamu HauioHanbHOi KOHKYpeHMHOi nosi-
murxu Aecmpadnii, ii eKOHOMIUHI MA COUIANbHI HACAIOKU.

O6TpyHMOBAHO, WO pPAOUKANILHI pedpopmu, CNpsmMO8aHi HA Oepezynio-
8AHHSL €KOHOMIKU, PO3BUMOK KOHKYPEeHUil, cmanu Hallea KAugiulum YUHHU-
KOM niOHeceHHst, sike nouanocsi 8 Ykpaini y 2000 p. O0OHaK NpUnuUHEHHS pe-
gopm, a 32000m — 3ax00U, CNPAMOBAHI HA OOMEIeHHSI KOHKYpeHUil,
npuseesiu 00 CMazHAYLl BIMUU3HSIHOL eKOHOMIKU, He38aXa0UU HA NOPIBHSIHO
cnpusimaugy 308HIUHbOEKOHOMIUHY KOH'TOHKMYpyY. ITokazaHo 38's130K Mix
IHMeHCUBHICMI0 8HYMPIUUHBLOI KOHKYpeHUii ma JuHamikoto BBII YxkpaiHu.
LlaHi KOH'TOHKMYpPHUX onumysaHsb ceiduams, U0 KOHKYPEHUIsE ueUOKOo Nno-
cunosanacs, 0ocsieHyswu makcumymy 8 2006-2007 pp., ane nomim ii pi-
8eHb CYmmeso 3HU3UBCSL.

Bio3HaueHo, w0 eKOHOMIUHI pehopMu, K npogoounucs & YKkpairi npo-
Mmsi20M OCMAHHIX N’AMU  PoKig, 3az2aniom b6Yau MeHu paduKatbHUMU i NOC-
NLO0BHUMU, HIDK mi, wo 30ilicHroganucs 20 pokie momy. O6TpyHMo8aAHO He-
06xiOHicmb O YKkpaiHu HayioHanbHOi KOHKYpeHmMHOI Nnoaimuku,
oKxpecsieHo ii Halisarkausiull Hanpsimu.

Knrouoei cnoea: eHYmMpiuuHs KOHKYPEHUIsl, KOHKYPEHMOCNPOMOIK-
Hicmb, KOHKYPeHMHA NOAIMuUKa, eKOHOMIUHI pecpopmu, YKpaina
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