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Reducing the gap in the indices of living standards in Ukraine and the de-
veloped countries is the strategic purpose of economic development of our state.
In order to determine main factors of economic growth, it is necessary to study
the experience of the countries which managed to enter the group of the devel-
oped countries thanks to effective economic policy and high rates of economic
growth.

Lately, an important characteristic of the environment where economic
models will be formed and realized is the becoming and development of the
global economy. Spread of the tendencies of economic globalization puts a
question concerning the construction of a new paradigm of an economic model.
Receiving the advantages and preventing the threats of globalization depend on
the possibility of creating a clear reformation model of the economic system and
adhere to its principles.

The scientific basis for the study of economic growth was developed by
the Ukrainian and foreign scientists, such as V. Geets, L. Jalilo, L. Lykinov,
A. Filipenko, M. Tygan-Baranovsky, V. Inozemtsev, G. Kolodko, V. Mau,
M. Porter, S. Kyznets. However, these questions need subsequent comprehen-
sive elaboration and research.

The purpose of this article is to choose the economic growth model for
Ukraine on the basis of the study of foreign countries’ experience.

There are permanent changes in the modern world economy, which take
place in every separate country as well. The essence of socio-economic trans-
formation in its general view is determined to change the present economic sys-
tem. For the choice of economic growth model, it is important to study the practi-
cal experience of other countries. The combination of theoretical and practical
experience with the national features of a country will enable to develop the con-
ception which will allow providing high rates of economic growth.

It is necessary to separate such three groups of national economic growth
models:

1. The models of the countries which renewed their economies starting
with high initial levels. This group includes such countries as Germany, ltaly,
France, Japan and Ireland.

2. The models of the countries which realized transition from the lagging
to the modern competitive economies. These models were the basis for devel-
opment of the countries which belong to the second, the third and the fourth
«waves» of economic growth in South-East Asia and India.

3. The models of post-socialist countries.

It is necessary to note that one of the major characteristics of successful
growth models was the primary assistance of private sector development,
strengthening of national producers as a primary element of national economy,
the renewal and expansion of their connections. In Western Europe after the
Second World War, the renewal of effective agents of private property did not
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require considerable efforts. In Japan and NIC, and especially in transitional
economies, it was on the contrary. Japan and NIC laid the foundations of the
stable economic system due to application of the strategy of providing assis-
tance to the development of national enterprises, institutional methods of their
co-operation, support of public and private property.

There is an opinion that the guarantee of success is low levels of inflation,
exchange rate and budgetary deficit. However, the analysis of national growth
models shows that during use of an effective economic policy these indexes are
not determined. In many countries, which had high rates of economic growth,
such problems were present (Table 1).

Table 1.

Presence of Retentive Factors of Economic Growth in the Countries
That Attained High Level of Economic Development

Indicator Countries
Budgetary deficit Japan, South Korea, Italy
Inflation France, ltaly
Singapore, Japan, South Korea,

Low reserv f natural r r
ow reserves of natural resources Hong Kong

Expensive labour force, high level of
social guarantees
tI—ehg]hly centralized administrative sys- China

Strong trade unions Germany, Japan

Germany, Sweden, Japan

Source: constructed by author.

Experience testifies that the countries which expressly followed the tasks
of economic strategy attained big success. In these states, the tasks of eco-
nomic strategy were subordinated to stabilization of the economy and providing
of economic growth. Instead, the experience of other countries demonstrates
disparity in the aims of economic policy. The practice of Latin American coun-
tries is an example of transition from surplus public property to the unjustified
priority of monetary stabilization and balance of payments equalization at the
expense of the other tasks of economic stabilization.

An obligatory element of successful reforms in all countries was the lead-
ing development of human capital. World experience proves that the living stan-
dard of all sectors of population, as well as socio-economic situation in the coun-
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try, is determined by the degree of the society’s education and its attitude toward
intellectual values.

During market transformations in the post socialist economies, there was
a long-term process of change in the character of economic growth cycle. There,
four groups of post socialist economies were formed.

The first group is the «caching-up» countries; it includes the economies
capable of sustaining the rate of GDP growth at least twice higher than in the
advanced market economies over a very long term. As a benchmark, the growth
rate in the EU can be used. It is possible to assume that in the future, the growth
rate of countries of the EU will stay at the level of about 2.5%. This implies that
the annual growth rate during the coming decade will be about 5%.

The second group, the «even-runners», will be able to maintain the pace
of growth similar to or slightly higher than that of the EU, so it will oscillate
around 3% on average, fluctuating between 2% and 3%. As a result, these
countries will not be catching-up with the most advanced part of the European
economy, or even if the will, it will happen very slowly. Consequently, the relative
distance between these two groups will change only very modestly, yet given dif-
ferent bases, the absolute distance will rise still further. Moreover, the develop-
ment gap between this group and the «caching up» countries will increase.

The third group can be called «the laggards» due to the lack of ability to
take transition to their own advantage; these countries will grow over the long
term even less than the EU economies. Their long-term growth will not exceed
2%. National income grows in the countries of this group, but over the long-term
period, such growth will be very small.

The fourth group includes the leading countries. These countries will enjoy
an average rate of growth of around three times higher than in the EU, i. e.
7.5%. Such growth rates will approach the countries of this group to the level of
development of the EU countries [10].

The transformation processes in the post socialist economies were char-
acterized by the absence of similar transformations in the world practice, and as
a result, there appears the borrowing of stranger models of economic develop-
ment. Reformation of post socialistic economies was characterized by large
drops in GDP. For returning to the initial production level in the country where
GDP diminished twice, it is necessary to have the growth rate of no less than
7.2% per year during the next decade. When the fall of GDP is 2/3 and given the
growth rate is 5.7%, it will take 20 years to completely renew the losses [15].

The fall of GDP per capita in Ukraine caused its backwardness in the level
of profits and other indicators of living standards compared to market econo-
mies. The economy had most losses during the first period, when the fall of
GDP, by different estimations, was about 50%, and almost 60% for the whole
period [13]. However, this does not mean that Ukraine can not catch up with the
developed countries. The USA needed 47 years to double its GDP per capita,
Japan — 33 years, Indonesia — 17 years, South Korea — 10 years.
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As an average annual economic growth for the last 6 years in Ukraine ex-
ceeds the respective index of the developed countries (EU countries) by almost
3 times, such growth can be considered as leading. The important task of the
current period is to provide for high economic growth rates in the future.

The growth of GDP due to extensive factors, as well as material-wasting
and energy-wasting production, is not perspective. Postindustrial development of
Ukraine is only one possible way today. It is the way of development of the de-
veloped countries, their economies and social policies. Principle directions of
modern economic policy must be determined by the peculiarities of this period of
economic development and challenges of the modern time. The main task for
Ukraine is the economic growth with structural changes, which will provide
movement of our country in direction of integration with the developed countries.

It is necessarily to note that structural reforms under the modern condi-
tions can be successful only within the framework of the leading development
model. Thus, leading growth is economic growth that exceeds the respective in-
dex of the developed countries by almost three times, is determined by structural
and technological modernization taking into account postindustrial tendencies
and is based on and driven by humanization, with the purpose of increasing the
welfare of the population.

The elaboration of the leading growth model for Ukraine must take into
account new tendencies in economic development.

Firstly, in the world on the verge of XX—XXI century, there was a gradual
transition to postindustrial, information society, where the most essential and ex-
pensive resources are know-how, services of education and health protection,
innovative human potential, and other cultural values. Those economic systems
that have them possess the best conditions for economic development.

Secondly, in the conditions of globalization and internationalization of
economic development, solving the problems of leading development in any
country is possible only through dialog with the world community. We need to
search for the ways of creating the «economy for an individual» by accumulation
of national values as a main strategic resource of the future. By creating this re-
source in large scales, it is derive others— industrial, agricultural, etc. — both by
internal production and international cooperation.

Thirdly, for elaboration of the leading development model, one needs to
use the vast historic experience of the periods of the new economic policy
(1921-1928) and the «Khrushchev thaw» (1958-1962).

Taking into account rapid development of the Ukrainian economy over the
long term and the features of its development at the modern period, we can build
the model of leading economic growth for Ukraine (Figure 2).
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Figure 2.
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Source: constructed by author.

In the leading growth model, special importance is assigned to the prob-
lems of the effective use of scientific and industrial and technological potential,
its integration into the world economy. Important directions include the develop-
ment of the processing industry, the transition from material-wasting to scientific
hi-tech production, the conquest of international markets in the sphere where the
country accumulated leading technological and powerful production potential.

The main directions of the leading growth model are the following:

¢ education, which means the sphere of «production» of human-
innovator — main «production force» of progress, single whole system
of studying and stable increase of population’s qualification with the
purpose of achieving the trajectory of stable growth of qualification
and innovative potential of workers;

¢ fundamental science, i. e. «production» of information and know-how
as main products for the national and the world markets;

¢ health protection and recreation.
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In our opinion, the important direction for the realization of the leading
growth model is the accumulation investment resources in the «points of
growth». It is logical that in Ukraine, which is included in five of the world coun-
tries with a large number of graduate programmers, one of the «points of
growth» can be high-tech. The experience of Ireland shows that this country
managed to multiply the volume of GDP by 2.1 times and increase direct foreign
investments from 1.5 to 23 bin. euro in 7 years (1995-2002 years). The main in-
vestors of Irish economy were American high-tech companies, which in the mid-
dle of 1990-ies searched for the place to start their campaign on the strategically
important market of the European Union. Today, on the territory of «Celtic tiger»
located are the European centers of almost all leading IT-companies of the
world, and information technologies provide the first item of revenues of the Irish
economy [12].

It is necessary to note that the elaboration and realization of the leading
growth model in Ukraine must be directed not only towards technological lead-
ing, but also towards the increase of the living standard of the population.

The multiplication of the profitability of production should take place due to
STP and other intensive factors, such as high wages and social guarantees. The
experience of Japan and Germany shows that in such conditions it is possible to
develop and provide high rates of economic growth.

Investment resources are of large importance in forming the leading
growth model. For this purpose, the economic mechanisms of stimulation of the
accumulation processes and effective use of investment resources can be ap-
plied in accordance with definite priorities.

The presence of clear economic policy will allow to mobilize all possible
national sources of financing and to concentrate international investments on the
tasks of leading growth. In the long-term perspective, the government should
use the policy of providing the political, economic and social stability and pre-
dictability. The achieving of this purpose for investors is more important than tax
reductions or other privileges.

The urgent task of Ukraine is stimulation of market competition, creation
of favorable conditions for the receiving of financial resources by enterprises and
improvement of capital assets, increasing production output of enterprises with
high degree of processing and high added value. Another important direction is
infrastructural support of leading industries. There are reserves of increasing the
economic activity, combination of possibilities of social and technological pro-
gress acceleration.

In order to provide leading growth rates, it is necessary to actively apply
such measures as tax stimulation, favorable crediting, governmental special-
purpose programs, assistance to venture capital, and improvement of invest-
ment climate.

The strategic purpose of the hi-tech direction of international economic re-
lations development of Ukraine in the long-term perspective consists in realiza-
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tion of the competitive advantages related to forming the new structure of na-
tional exports, in transition from exports of raw materials to exports of high
value-added products, as well as in the mastery of the «new economy», which
would correspond to modern trends in the development of the world trade.
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