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INTERNATIONAL TRADE IN THE CONTEXT
OF SPREADING PRODUCTION NETWORKS

It has been proved that during global production fragmentation, the economic enti-
ties gain access to new technologies, forming a new system of international economic
relations where protectionism is unacceptable to all members of the network. the obtained
conclusions are recommended for considering for economic policy of the key entities of inter-
national production networks functioning in the XXI century.
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Masapaku A., /yzuney A. Mescoynapoonas mopzoena npu pacnpocmpaHeHuu
npouszeodcmeennwvix cemeil. [loxazano, umo 6 npoyecce gpazmenmayuu 2no6ANLHOZ0 NPo-
U3600CMBA IKOHOMUYECKUE CYOBLEKMbL NOYUAION OOCMYN K HOBbILM MEXHONI02UAM, hopmupys
HOBYIO CUCEMY MENCOYHAPOOHBIX IKOHOMUYECKUX OMHOUWEHUL, 8 KOMOPOU NPOmMeKyuoHUsM
Henpuemnem OA 6cex yyacmuuxos cemu. Tlonyuennvie 6b1600bi peKOMEHO08aHbL OIA yuema 8
IKOHOMUYECKOU NOIUMUKE KIIOUEBbIX CYOLEKMO8 QYHKYUOHUPOBAHUS MEAHCOYHAPOOHbIX
npoussodcmeennvix cemeil 6 XXI @.

Knwuesvle crnosa: perynupoBaHUEe MEXIyHAPOIHON TOPTrOBIH, HpedepeHIaib-
HBIC TOPrOBBIC COTIIAIICHUS, MEXKTyHapO THBIC IPOM3BOJICTBEHHBIC CETH, (PparMeHTaINs TIPOH3-
BOJICTBa, TPaHCHAIMOHAEHBIE Kopropanuu, BTO.

Background. Since the early 1990s, the structure of world production
and trade has undergone some changes. Thus, the reduction in trade costs
due to the spread of technological progress and total trade liberalization has
led to the expanding and deepening of production fragmentation around the
world. This, in turn, has reduced the barriers in the sectors that support
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the international production networks (IPN) operation (transport, finance,
telecommunications, etc.), leading to an increase in the internationalization
of certain links (see [1] for more details). Considering the global nature of
production, investment, and trade, the government of any country, including
Ukraine, needs to understand which factors are facilitating or slowing
participation in the IPN. Firstly, it is about the work quality of institutions
and infrastructure, the availability of incentives for investors and firms opera-
ting in the local market, the level of corruption. The foregoing affects
investment decision making for entering the IPN, which is formed by
several factors. First, the complication of the international division of labor
process (IDL), which went into the intra-sectoral division due to production
fragmentation processes spreading beyond national economies. Secondly,
the acceleration of scientific and technological progress and technological
change, which serve today as the basis of international production and the
driving force of world trade.

Consequently, in the XXI century, due to the above factors, the pro-
duction processes transformation took place that resulted in changing from
natural resources (in particular, land and relatively unskilled labor) to human-
created assets (buildings and structures), and then to insensitive assets (know-
ledge and information). Thus, according to the United States Bureau of Statis-
tics, in 1950, 80 % of the value-added in US industrial production was primary
either the processed materials or raw materials themselves, and just 20 % of
the value-added was the knowledge itself. Before the year 2000, the propor-
tions had changed significantly, accounting for 25 % and 75 %, respectively [2].
Besides, in the book value of assets, the market value component of companies
has been declining lately. Thus, for most companies, the ratio of intellectual/
or innovative capital to physical and financial is 5:1 to 16:1 [3]. The change
in the value structure, its fragmentation through across countries fragmen-
tation, and the complexity of defining its volume by network links has
raised the issue that not only trade statistics but also trade policies require
revaluation and updates to reflect the new structure of world trade for
expansion of international industrial networks. It should be noted that the
current trade rules were created for the terms of the XX century when most
of the goods were produced mainly in one country. But in the twenty-first
century, these rules do not fit modern models of international trade, as
expansion of production fragmentation has led to the dichotomy between
the trade realities and its regulatory framework at the WTO level.

Traditional approaches to assessing economic effects resulting from
the formation of international production networks are losing their rele-
vance, given that in the context of large-scale multilateral and bilateral reduc-
tion of tariff barriers, the real causes of production fragmentation processes
development are related to the institutional changes and the elimination of
non-tariff barriers for enhancing competitiveness of foreign recipient count-
ries in terms of multiple cross-border movement of intermediate goods and
services. The problem is compounded by the fact that countries use different
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rules to determine the country of goods origin. In addition to the generally
accepted criterion of sufficient processing, other criteria, such as changes in
tariff classification, ad valorem percent, etc. are also applied. Domination
in the trade flows of intermediate goods and services, intellectual property
rights, a growing share of the import component in exports are transforming
requirements for the content of the trade policy. The complexity of trade’s
structure and nature requires adequate institutional support, which guaran-
tees the rights of investors and right holders of all types in all links of the
IPN. On the other hand, modern Preferential Trade Agreements (PTA) is an
important argument in making decisions by major companies to locate
a particular production abroad. But the variety and complexity of rules for deter-
mining the country of the origin of the goods lead to regulatory fragmen-
tation, creating trade barriers, increasing costs and, consequently, the final
cost of goods to consumers. Therefore, further regulation system transforma-
tion of international trade towards harmonization and simplification of rules
of the origin of the goods will stimulate the formation and development of
production networks in the world economy.

Analysis of recent research and publications. In the modern scientific
literature, a considerable number of publications are devoted to the study of
the effects of the productions’ formation in world economy. The implica-
tions identification of country involvement in production fragmentation pro-
cesses, the assessment of value flows and some aspects of coordinating the
operation of IPN are discussed in K. DeBacker and S. Miroudot [4], G. Gereffi
and D. Wyman [5], R. Stollinger [6], R. Johnson and G. Noguera [7]. It should
also be noted that different institutions create competing tables, each designed
for a specific analytical purpose, so their presentation format, industry classi-
fication and types of supporting information are different. In the issue of the
World Expenditure Tables and their international (interregional) modifica-
tions, cross-border trade flows are decomposed into components of analo-
gous transactions between industries and end consumers within the national
economy. Typically, the task is to identify the value-added of national and
foreign origin in the aggregate exports of a particular country. For example,
in October 2015, based on TiVA, OECD-WTO calculations, in absolute
terms, gross exports from Germany and Spain, as well as France and Poland,
increased most significantly from 1995 to 2011 [8].

Such a significant delay in providing information is due to the high
complexity of its processing, as well as to the frequency of calculating Cost-
Production tables by individual countries since they are not calculated annu-
ally in all countries. It should be noted that in these statistical databases there
are no data on the Ukrainian economy, and in general, as of October 2018,
there are data for almost 70 countries up to 2011 (TiVA) and 43 countries
until 2014 [8].

Another feature of international production networks research is related
to TNCs’ investment activity, which has a significant impact on value-added
trade [9—12]. It was given that factors that determine value-added trade can
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equally influence FDI, it is important to consider the nature of the latter.
Thus, the FDI aimed at gaining market share or providing proximity to the
consumer is more likely to lead to a decrease in value-added exports from
the investor country (exporting country). Different requirements for the loca-
lization level can similarly be affected. On the other hand, the country that
FDI may increase value flows to partner countries that have previously
cooperated with the exporting investor [13].

The innovative economy development has led to a dynamic increase
in the number of corporate integration and merging, as well as creation of
alliances in the 1990s, followed by the new category formation, the "alliance
economy". This is the main factor determining the level and direction of fo-
reign direct investment (FDI) at the present stage. By integration and merging
each other, companies have an impact on the development of individual
markets and the economic policies of individual countries. The last decade
of the XX century differed by a high number and high cost of the integra-
tions and merges. For example, UNCTAD’s integration data, merging and
non-ownership cooperation agreements show that direct investment, licen-
sing, franchising and other corporate alliance schemes were advancing [14].

In terms of the sectoral structure of cross-border integration and merg-
ing, the highest share of such transactions is in high-tech industries. For
instance, enhancing the effectiveness of TNCs through integration is parti-
cularly acute in the automotive sector, where the primary integration purpose
is to achieve optimum vehicle production. Over the past twenty years, auto-
makers have either consolidated through merging or integration into strategic
alliances. It was given that the automotive industry has limited growth poten-
tial, which results in the volatile dynamics of the automaker’s financial
performance; it is precisely the integration and merging that allow over-
coming the growth potential barrier.

A considerable number of agreements were concluded in the tele-
communications, aviation and pharmaceutical sectors, which allowed for the
distribution of R&D costs and the necessary synergy from the agreement.
It should be noted that virtually all major pharmacological companies use
integration and merging to consolidate their competitors by merging competitors
as they increase the cost of developing new drugs and as a growth strategy
(e.g., Aventis, AstraZeneca, Glaxo Smith Kline, Aventis-Sanofi).

International organizations such as UNCTAD [15], the World Econo-
mic Forum [16] and the Group of Twenty have also been involved in
discussing the topic of value-added through international trade mechanisms.
In September 2013, the Heads of State and Government of the G20 were
presented with a joint OECD, WTO and UNCTAD report on the results of
global product chain analysis, their relationship with trade and investment,
job creation and economic development [16].

In 2016, the United Nations Economic Commission for Europe prepared
a report on "Global Manufacturing Measurement Guide", which continues
the logic of the report "The Impact of Globalization on National Accounts",
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although in the former case, more attention is paid to multinational enterprises
involved in global production [17]. It should be noted that recently IPN
includes companies that specialize in the production of individual components
of a particular end product. That is, the world production represents groups of
subsidiaries and branches of the same multinational enterprise that are lin-
ked together in a global production chain. This type of international corpo-
rate structure is mainly addressed in the Global Manufacturing Measurement
Guide. Also, at the end of 2017, the WTO website published a report
"Global value chain development report 2017" [18] with main purpose to
identify the changing nature of international trade it in terms of expansion of
international production networks (available for 1995-2014).

Notwithstanding the significant contribution of existing developments
in research of economic effects of international production formation, it
should be noted that there is another aspect that must be considered when
analyzing the distribution of value among network members. This is a value
assessment of concluding (or having) regional trade agreements on trade
between elements of the network, which is located mainly within the terri-
tories of the parties to this agreement.

Thus, this article’s aim is to identify the regulation features of world
trade for the expansion of international production networks.

Materials and methods. The complex of complementary methods
of scientific research of economic processes and phenomena was used to
realize the research’s purpose: system-structural, comparative analysis, compa-
rative and statistical analysis; territorial, resource, information, process and insti-
tutional approaches for analyzing formation and functioning of international pro-
duction networks. The research’s information base includes statistical and ana-
lytical materials and information-analytical collections, newsletters and reviews
of international organizations; information materials of national and interna-
tional research centers; a wide range of local and international literature
sources, results of own scientific researches, analytical and informative mate-
rials from open sources.

Results. Most commonly, a trade agreement is the result of increased
economic ties between companies in different countries (which may be
reflected in increased trade intensity between the partner countries). In other
words, the economic integration is not only a legal tendency towards produc-
tion fragmentation and trade processes within a certain region but also the
result of the interaction of economic entities of different countries, combi-
ned by geographical, linguistic, cultural proximity, similarity of business prac-
tices and their state regulation features. It should be noted that at the time of
signing the GATT, no trade agreement has been concluded in the world. But
between 1948 and 1994, 123 notifications were sent to GATT, of which
49 regional trade agreements were registered: 45 for goods and 4 for services [19].

The growth dynamics analysis of regional trade agreements in the
years 1948-2015 shows a marked increase in the number of integration
associations since the 1990s [19]. It was at this time that most of the integration
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blocs were formed, such as MERCOSUR (1992), FTA Agreement between
ASEAN countries (1992), EU (1993), NAFTA (1994). Most agreements
were created as a free trade area with 262 valid agreements; other forms are
customs union, economic integration, and agreements in a particular area. Thus,
FTA agreements between countries are the most widespread in the world,
accounting for almost 60 % of the total preferential trade agreements. But
this research will further use the term "preferential trade agreement" to mean all
trade agreements that are the subject of granting preferences in trade bet-
ween countries, both unilaterally and on a reciprocal basis. It should be empha-
sized that most of these agreements in the XX century aimed at trade-in end
goods when the exporter aimed to penetrate the market of the partner country to
the detriment of the protectionist interests of the national producer. In the
context of global fragmentation, where the share of imported components in
most countries’ exports is more than 60 %, both sides are interested in redu-
cing barriers to trade. The effects of tariff- and non-tariff barriers will be
proportional to the number of times the product crosses national borders due
to the different production stages being located in different countries.

In recent years, bilateral preferential trade agreements have been the
most widespread, with countries not located close geographically but with
similar economic and political interests. Thus, according to WTO statistics,
the number of agreements concluded between developed and developing
countries, so-called North-South agreements, has increased. In the total number
of transactions, they represent 50 % agreements, with "South-South" — 40 % and
"North-North" — 10 % [19]. This tendency can be explained by increasing
fragmentation in these areas, as well as the wish of developing countries to
make progress by transferring technology from developed countries. And in
the 21% century a new type of preferential trade agreement is being formed,
which stipulates, on the one hand, an obligation on a contractual basis to
accelerate customs and border procedures, and on the other, an obligation on
institutional and legislative changes in national economies, namely: in investment,
services, competition, intellectual property rights, labor and the environment.

PTA provides countries with benefits in both trade and economic sphe-
res: reducing tariff barriers and liberalizing non-tariff regulation assist to in-
crease trade, develop cooperative links between countries, and create value-
added chains. Therefore, the signing of the agreement can be a tool to protect
both the already functioning international production network and the impetus
and condition for the development in the territories of the partner countries
of new IPN. However, another option is that simplifying access to a more
favorable institutional environment or to higher quality services that have an
increasing role in the production process will cause the relocation of produc-
tion, thereby altering value-added routes and reducing value-added exports
from the country (which is part of the integration group).

World experience confirms that PTA is one of the important aspects
of embedding in the IPN (along with the formation of advanced scientific
and technological base, availability of a developed system of institutions).
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The main feature of trade facilitation networks is their complementarity, that
is, agreements aimed at creating the most favorable conditions for cross-
industry cooperation, importing components into countries and exporting
the final benefits from them. All EU countries, as a single integration group,
pursue similar goals for free trade negotiations with third countries. A large
part of the PTA is concluded by the EU on the WTO + principle, i.e. agree-
ments cover, in addition to tariff preferences for trade in goods, the issues of
regulating trade in services, conducting joint investment projects, harmonizing
approaches in human rights, working conditions, etc. This creates the right
conditions for IPN formation in partner countries since their development is
impossible without an effective system of protection of intellectual property
rights and even low labor costs will not be able to attract production to the
country without certain patent protection mechanisms. In this regard, the libe-
ralization between the parties to the agreement is possible, reducing compe-
tition from the IPN of other countries [20]. Also, the EU vertical restraint [21]
mechanism also ensures their competitiveness under FTAs. Thanks to such
regulation, European companies have preferential opportunities to integrate
into the international production network, unlike foreign counterparties, given
their legal affiliation with third countries. In the end, European (especially
German) distributors always have constant contact with manufacturers over-
seas and virtually never go out of the IPN, while being as close to the target
consumer as possible, thus getting most of the value-added that is generated by
the network. Confirming the benefits of concluding preferential trade agree-
ments shortly, the EU plans to sign agreements with the US, Vietnam, Thai-
land, Singapore, Morocco, Malaysia, Japan, India. These bilateral agree-
ments will complete preparations for the formation of an expanded pan-
Euro-Mediterranean diagonal cumulation zone between the EU, the Middle
East, and the EFTA.

Besides, the Economic Partnership Agreements between the EU and
the countries of Africa, the Caribbean, and the Pacific will come into force
soon. Trade cooperation based on the Economic Partnership Agreements is envi-
saged by the Cotonou Treaty and symbolizes shifting from unilateral prefe-
rences, which expired in 2007 [22].

The United States and China should also be taken into account as they
may sign new mega-regional agreements in the configuration and scale of
the issues covered. These include: the Trans-Pacific Partnership (TPP); EU-US
Transatlantic Trade and Investment Partnership (TTIP), as well as the Regional
Comprehensive Economic Partnership (RCEP), under which auspices China
wants to establish FTAs with ASEAN and New Zealand, Australia, India,
Japan, and South Korea (countries participating in regional cooperation of
ASEAN + 1, ASEAN + 3, ASEAN + 6 formats). If like the TPP, the TTIP
and the RCEP will be signed, the share of all mega partnerships will account
for more than 75 % of the world trade. Mega-regional agreements, on the one
hand, can exacerbate the "stratification" of trade regimes and, on the other,
be the basis for initiatives to further integrate preferential zones and move
towards a unified trading space.
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An analysis of recent years’ trends in the formation of mega-regional
preferential partnerships, such as TPP, TTIP, RCEP allows to conclude that
the main purpose of these agreements is to reach new standards in trade of
goods and services, investments, environment, working conditions, intellectual
property, fight against intellectual property, corruption and competition. This
is first and foremost an attempt to create institutionally compatible legal and
regulatory environments for world preferential trade. That is, these agreements
can be defined as a tool for maintaining and enhancing the competitiveness
of countries for expanding international production networks.

It should be noted that the preferential rules of origin (PRO), which
are an integral part of any preferential trade agreement, are of utmost impor-
tance for the effective operation of international production networks. But
the diversity of preferential PROs creates an additional burden for the cus-
toms services and those authorities responsible for administering PTA. The-
refore, given the current trend towards consolidation (the Pan-Euro-Med
Convention), the application of the most successful means of determining
the country of origin for expansion of global manufacturing systems in the
context of institutional preferential trade agreements, it can be argued that
the mechanism of full accumulation will be most convenient. In other words,
simplification and mutual recognition of origin criteria can become a platform
for the dissemination of the main mechanisms of preferential rules of origin
multilaterally. In this case, however, the question arises as to whether the
imported sector merged the imported product in the statistical database; its
intended use for intermediate purposes or final consumption and the like.

The lack of progress in the Doha Round of multilateral trade nego-
tiations may be indicative of the inefficiency created in the XX century of the
multilateral regulation mechanism due to inability to resolve the XXI century
trade issues related to the multiple cross-border movement of intermediate
goods, services, capital, intellectual property in terms of international produc-
tion networks’ functioning. The reasons for such inefficiency include the
growing number of new WTO members, which has made it difficult to find
compromise solutions; strengthening protectionist attitudes in the world after
the 2008 global financial crisis; increasing disagreement between countries
on the compromise and balance of mutual concessions; the disappointment of
private business in the WTO as a place to address their problems related to
the trade growth of intermediate goods; increasing geopolitical imbalances in
the world. Taking into account the aforementioned, as well as the results of the
conducted analysis of available research in this field, tables I, 2 outline the main
directions of international trade regulation transformation due to the develop-
ment of international production networks at national and international levels.
Considering the fact that the countries’ integration level into IPN is differ-
rent, the most stimulating effect for business is usually achieved when
carrying out a set of measures aimed at ensuring economic and political
stability, development of human capital, creation of quality national infra-
structure of roads, ports, and telecommunications.
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Table 1

International trade regulation transformation due to development
of international production networks (national level)

Direction
Scope of change Content of change
The protection degree calculation must include not only import
Approaches . . .
and Optimality duties on end products but also duties on the imported components
oo used, in particular cases, when components are protected by
Customs Criteria :
. . a higher rate than the end products.
Tariff Policy - — - - —
Preventing shrinking and anti-export shifts of promising sectors,
Export . . .
development which produce high value-added products that occur in case
of their continued high tariff protection
gﬂjﬁéﬁ of Encouraging imports of raw materials and components
protectionism concerning the prospective export of end goods
Protecting Ensuring multiple smooth border crossings, promoting their
. the national links | regulatory systems and protecting intellectual property in the
Introducing .
o of the IPN partner countries of the network
protectionism
Promotion of the Trade Facilitation Agreement (reduction
. of border crossing costs and costs within Partner Countries),
Multilateral

Trade Negotiations

Services Agreement, TISA (reduction of barriers to access
to service markets), Counterfeiting Agreement, ACTA
(to protect intellectual property rights), etc.

Source: Compiled and supplemented by [18; 23].

Table 2

International trade regulation transformation due to the development
of international production networks (international level)

Scope Direction Content of change
of change
The issues are aimed at reducing trade costs in affiliate countries’
Transposition network members (simplifying regulation, limiting local component
International | of PTA decisions | requirements)
Economic into the Global Measures aimed at protecting functioning IPN
Integration | Level of (rules of origin, rules of competition)
Regulation Monitor regional negotiations on non-WTO investment
and competition issues
Coordination Hard infrastructure includes transport, roads, communication,
of "hard and soft | which is necessary for the functioning of a modern industrial
infrastructure country. Soft infrastructure intends to support the country’s
packages" economic, medical, cultural and social standards
Coordinating Interaction of countries in coordinated information support
international of international industrial cooperation
trade Strengthening Avoiding duplication of actions to support regional actions
facilitation | cooperation aimed at simplifying trade procedures and programs that include

and coordination
between partners

both national and regional aspects (streamlining and harmonizing
border crossing procedures on land, reviewing legislation and
improving the functioning of transit regimes through regional
integration and project integration corridors)

Source: Compiled and supplemented by [18].
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The policies implemented to support individual sectors of the economy to
assist specific companies are not always of a success. As a rule, it leads to
the creation of monopolies, reduced competition, rising costs, which does
not allow creating the potential of global or regional competitiveness. There-
fore, an approach that covers the entire production chain is required, with
trade agreements being only part of that complex of institutional infrastruc-
ture that influences the decisions of companies and corporations to fragment
their production systems.

Increasingly, attention is being paid to measures at the national level
to increase production opportunities and attractiveness for international investors,
especially with a focus on education and technical training of the workforce
(see table 1, 2). During the fragmentation of global production, economic
entities gain access to the latest technologies, forming a new system of inter-
national economic relations where protectionism is unacceptable to all the
network members. It is in the first place contrary to the interests of TNCs
and national economies, as international trade is weakened under the high
level of customs tariff protection and non-tariff barriers to trade.

There are identified two key points of methodological discourse on
determining the directions of international trade regulation transformation
for formation and development of the IPN in the example of three countries:
A (supplier), B (intermediate production) and C (end consumer), which in
future researches can serve as a basis for justification proposals at national
and international levels of the regulatory process:

The distribution of value added by the links of international production
network:

. when the aggregate output in country B increases, the value-added
exported from country A increases to produce goods for the country of end
consumption C. On the one hand, the expansion of production/production capa-
city in country B necessitates a disproportionate increase in value-added
exports from country A within the IPN. Firstly, due to the increasing demand
for goods within the intermediary country (in particular within other production
chains), it needs more value-added imports (passing through established chan-
nels, that is, within existing GVC and IPN) to meet the same demand (by
secondly) in country C. Secondly, the higher the output/demand increase in
intermediate country B, the greater the increase in value-added exports, which
is related to the implementation of research and development, that is, value-
added exports embodied in high-tech products to preserve the exporting
country’s competitiveness in the global market (production chain A-B-C).
In other words, it is an increase in aggregate economic capacity of country B
within the IPN, which contributes to increasing its ability to export value-
added. The greater the involvement of the supplier country in the network of
countries with economic potential (including country A itself) in the IPN,
the more significant country’s GDP change influence on the increase in value-
added exports (in particular by realizing the scale effect, improving the effect-
tiveness of interaction between companies). Further, the FDI implementation in
an intermediate country B may increase the country’s participation in IPN,
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thereby increasing the impact of that country’s GDP growth on value-added
exports from the country (FDI companies additionally supply the value-added
they create in their mother country A);

. the greater the GDP growth in the country of final consumers, the
greater the increase in value-added exports from country A (exporting to
country C through country B) embodied in both final and intermediate goods
(i.e., the greater the value-added is needed for satisfaction of this demand,
in particular through the participation of country B). Thus, the FDI implemen-
tation in country B may lead to an increase in output and demand for exporter
goods, which will increase value-added exports from countries B and C. Thus,
an increase in output in the importing country C will contribute to an in-
crease in value-added exports to that country by an increase in exports of busi-
ness services and services to the population, i.e., by increasing supplies of
goods and services not previously supplied to the country;

« the higher the economic and innovative development of country B, the
greater the chance of an increase in value-added exports in a particular
country B, and the smaller the increase in value-added exports from A to C.
This effect is explained by the drag effect [24]: all other countries consume
more value from country A (including end goods that are directly exported
from A or other routes), as well as increasing the likelihood of a country which
value-added imports are more economically profitable for the importing coun-
try (e.g., through lower transaction costs). Moreover, the greater (in the pre-
vious period) the share of value-added exported from A to C through inter-
mediate country B (i.e., the greater the involvement of the exporting country
in the IPN), the more significant the negative impact of changes in the value-
added in country B. This can be explained by the fact that other countries, with
which partner countries have production fragmentation, are more intensively
"dragging" part of the value-added for their industries (and expansion of pro-
duction capacity in countries A and B is not immediately possible).

Transformation of trade policy to create prerequisites for integration
in the IPN:

. the relationship between the development of IPN and forming of pre-
ferential trade agreements is bilateral, which, on the one hand, manifests in coun-
tries already involved in international production fragmentation, seeking to enter
into more widespread and comprehensive PTA with partners for the guaran-
teed movement of intermediate goods and services. This addresses the barriers
associated with suppliers and consumers in third countries that lead to in-
creased costs between trading partners. On the other hand, preferential trade
agreements stimulate new production networks, providing simplified trade
between the links of the production chain, which requires constant institutional
changes to increase the investment attractiveness of the national economy;

o further multilateral liberalization in WTO format at a deeper level in PTA
format is a more promising direction for the development of international trade
since preferential liberalization is not completely without disadvantages
compared to multilateral regulation. Thus, by increasing the number of PTA,
there is a risk that, firstly, having achieved their goals of liberalization within
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the bilateral or regional formats, the most active countries — the IPN participants
will not be interested in promoting liberalization at the multilateral level.
Secondly, there is a paradox in the world practice for the rapid growth of
concluded PTA where preferential tariff incentives tend to decline. Thirdly,
international production networks are expanding in the global economy pre-
cisely through multinational universal standards and norms that create con-
ditions for the IPN not to remain predominantly regional. However, it should
be noted that further multilateral liberalization in the WTO format will become
possible if the expediency of unifying international trade regulation rules
goes beyond the business and protectionist interests of individual groups.

It should be emphasized that in many fundamental documents one of
the priorities of social, economic and industrial policy is expansion recognition
of the country’s integration into the world economy based on its integration
into the IPN and support of the export of high value-added products. It should
be noted that, according to OECD research, the reduction of barriers in the
process of production fragmentation can cause a global GDP growth of 4.7 %.
This is 6 times more than can be obtained from the complete cancellation of
all current import tariffs [25].

So, it could be concluded that in the XXI century the expansion of pre-
ferential trade agreements is a certain institutional response to the problems and
needs of trade-related to the removal of production internationally. This comp-
licates the task for WTO to carry out its traditional activities aimed at ensu-
ring mutual entering markets. Perhaps the future direction of WTO develop-
ment will be to find an approach that can facilitate "deep" integration while
preserving the principles of non-discrimination and reciprocity.

Conclusion. Transformation trends in the global reproduction process
regulation in the development of international production networks are
characterized, on the one hand, by the extension of preferential trade agree-
ments as a tool to protect and stimulate development in the territories of the
partner countries of international production networks links, which increases
the tendency to consolidate these agreements and the future of mega-regional
trading blocs such as the Transatlantic Trade and Investment Partnership,
Regional Comprehensive Economic Partnership. On the other hand, there is
uncertainty about the movement of value and value structure across the
network links, which leads to discrepancies between foreign trade practices,
its normative regulation (obsolescence of WTO principles) and evaluation
(lack of information about which sector of the economy consumes imported
product, as well as intended for intermediate use or final consumption).

In the XXI century, protectionism is at odds with the interests of both
national economies and TNCs, as the former is not profitable to trade with
its partners in the IPN and the latter between its structural units for high
levels of customs tariff protection and the non-tariff trade barriers. Recogni-
zing this, all parties involved in production networks are seeking to reduce cus-
toms tariffs, simplify trade procedures and develop investment cooperation through
bilateral or regional trade and investment agreements. Considering that
TNCs play a major role in coordinating the international production networks
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functioning of TNCs, in the coming years the issue of developing new
harmonized rules and norms in trade will no longer be solved by multilateral
negotiations of the World Trade Organization, but above all in the nego-
tiations on the trade agreements conclusion that often lobby for TNCs. This
is confirmed by the fact that most countries have already joined more than
one PTA, and one can assume that all the trends characteristic of the last
decade, such as: involvement in global reproductive processes of countries
at all levels of economic development in all regions of the world; with-
drawal from non-reciprocal preferences in agreements with developing count-
ries; changing the configuration of PTA participants, increasing the number
of agreements between existing integration units (e.g. the Pan-Euro-Med Con-
vention), expanding and deepening PTA coverage to determine the nature of
trade cooperation in the global economy. It is possible that even after the new
opportunities for bilateral cooperation are exhausted, the tendency to consoli-
date PTA will increase with the emergence of new mega-regional trade blocs.
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Mazapaxi A., /lyzineys I'. Mi>icnapoona mopeiensa npu nowiupenHi 6UpOOHUYUX MEPetC.

Ilocmanoexa npoonemu. 3mina cmpykmypu 000anoi éapmocmi, it pO3HeCeHH s 3a805IKU
@paemenmayii no pisHUX KpaiHax i CKIAOHICMb BUSHAYEHHSL 1T 00C512I6 30 IAHKAMU MePeC aKmya-
J3Y8ANU NUMAHHSA, WO He MITbKU MOop208a CMAMUCIMUKA, ale U mopeoea NoMmuKd eUumMazace
NepeoyiHKL Ma OHOGIEHHS 3 MemOoI0 8I000PANCEHHS HOBOT CIMPYKMYpU C8ImMoeol mopeieni npu
NOWUPEHHT MIHCHAPOOHUX 8UPOOHUUUX MeEPediC.
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Ananiz ocmaunix 0ocnioxcens i nyOniKauiil NoKazas, w0 NONPU HAABHICHb OKPEMUX
HAYKOBUX OOPOOOK 3AUUIAEMbCSL HEGUPIUEHUM NUMAHHS OYIHIOBAHHSL 6NIUEY HA YKIAOAHHS (A60
HASIBHICIb) PeCiOHANBHUX TMOP20BETIbHUX Y200 30 MOP2IIGIE MIdiC eleMeHMAMU MIdDCHAPOOHOL 8U-
POOHUHOT MEPECE, WO PO3MAUO8YEMBCSL NEPEBANCHO HA MEPUMOPIL KPATH-YHACHUYb YiET yeoou.

Mema cmammi — 8usAgieHHs: 0CODIUBOCHENL Pe2yTIIOBAHHS C8IMOB0I MOP2IGi 8 YMOBAX
NOWUPEHHSL MIDICHAPOOHUX BUPOOHUUUX MEPEIIC.

Mamepianu ma memoou. Komniexc 63a€M000N0BHIOBATLHUX MeMOOi8 HAYKOB020 00C-
JHOIHCEHHST EKOHOMIYHUX NPOYECi6 ma s6ULY 3 BUKOPUCTIAHHAM CIMAMUCIUYHUX U QHATIMUYHUX
mamepianie Opeanizayii ekoHomiyHO20 cnigpobimuuymea ma poseumky, I pynu Cgimogoco
banxy, Ceimosoi opeanizayii mopeieii, €6poneiicbkoco OIopo cMamucmuku, a MaKkojic pe3yib-
Mamu 61ACHUX HAYKOBUX OOCTIONHCEHD.

Pesynomamu docniorncennsn. Y npoyeci hpaemenmayii 2n1006anbH020 UpOOHUYMSA eKo-
HOMIYHI Y6 €Kmu ompumyroms 0ocmyn 00 HOBIMHIX MeXHON02il, opMyIoUU HOBY CUCmeMY
MIDHCHAPOOHUX eKOHOMIYHUX BIOHOCUH, 8 AKIll NPOMEKYIOHI3M € HENPUIIHAMHUM OIS 8CIX yudac-
HUKIG Mepedici. Ycaioommouu ye, yuacHuKy MidcHapoOrux eupobruuux mepexc (MBM) npae-
HYMb 00 3HUNCEHHSI MUMHUX Mapuhie, CNpowenst npoyedyp mopeieii ma po3eumky iHeecmu-
YIlIHO20 CNIGPOOIMHUYMEA ULTAXOM OB0CIMOPOHHIX Yl PeCiOHATIbHUX NpepepeHyiliHux Y200 5K
CMUMYTTY PO3BUMKY HA MEPUMOPISX KPAiH-NAPMHEDIS IAHOK MIXCHAPOOHUX BUPODHUYUX MePediC.
Ob6rpyHmosano, wo 20106HOK OCOONUBICIIO Mepedic, AKI POpMYIOMbCs 8 YMOBAX CNPOUWEHHS
mopeieni, € iX KOMIIIMEHMAapHiCMb, MOOMO Y200U, CAPAMOBAHI HA CMEOPEHHS HAUBUSTOHILUUX
VMO8 MIDIC2ATTY3€6020 CRIBPOOIMHUYMSA, IMIOPIY KOMNOHEHMIE Y KPAiHU ma eKCROpmY KiHYegux
6nae 3 Hux. Pe3ynomamu auanizy meHOeHyili (popmyeaHHa y NepCcnekmusi me2apeionanbHux
npeghepenyitnux napmuepcms (ITpancmuxooxeancoke napmuepcmeo (TTI1) mioe CLLA, Bbpy-
neem, Kanaooro, Hosoro 3enandiero, Cineanypom, Ascmpanicro, Mekcuxoro, B’emuamonm,
Manaiiziero, Yuni, Ilepy ma Anouicio; Tpancamnanmuune mopeosenvHe ma iHgecmuyilne
napmuepcmeo (TTII) mioe €C i CLIA, a maxooic Pecionanvie 8cebiune eKoHOMiuHe napm-
nepcmeo (PBEII) ceiouams, wo memoro yux y200 € popMYSaHHsA IHCIUMYYIIHO CYMICHUX Npa-
608020 MA pe2yIsIMUBHO20 cepedoguiy Osi ceimoeoi npegepenyitinoi mopeieni. I[Ipome sk
iHcmpymenm 36epedicentsi ma NiOGUWEHHS KOHKYPEHMOCHPOMONCHOCE Oepaicas 6 YMO8ax
NOWUPEHHSL MINCHAPOOHUX BUPOOHUYUX MEPENHC PISHOMAHIMHICMb npepepeHyitinuxX mop2oseib-
HUX Y200 3 PI3HUMU APASUIAMU NOXOONCEHHs MOBAPI8 NPU3e00Ums 00 HOPMAMueHoi gpae-
MeHmayii, CmeoperHs. mop2osux bap €pis, 30i1buIeHHsA sUmMpam i 8I0NOGIOHO 8apMOCHi MOBApPIE
o051 cnodcueayis. Bpaxosyrouu, wjo 0CHO8HY poitb Y KOOPOUHAYLL 3a3HAEHUX NPpoYyecis idiepa-
tomv THK, po3pobka ma 001pyHmy8aHHs HOBUX 2aAPMOHI308AHUX NPABUIL I HOPM Y MOpP2ieni 6i0-
OY8amMUMymuCs nio 4ac nepe2o6opis wooo npehepeHyitinux mopeoeebHUx Y200, d He 8 PAMKAX
bazamocmoponnix nepezogopie COT.

Bucnosku. Y npoyeci ¢hppaemenmayii 2nobanvioo supobruymea 6iobysacmocs popmy-
BAHH5 HOBOI CUCMEMU MINHCHAPOOHUX eKOHOMIYHUX 8I0HOCUH, 8 AKill yyacuuku MBM npaznymo
00 3HUNICEHHST MUMHUX MApuie, cnpoujerHs npoyeoyp mopeieii ma po3eumky iHeeCmuyitino2o
CRIBPOOIMHUYMBA UWLIAXOM NpeqhepeHyiliHUX MOP20BETbHUX Y200 K IHCIPYMEHM) 3aXucmy ma
CMUMYTIIOBAHHS PO3GUMKY HA MEPUMOPISIX KPAiH-NApmHepis TaHOK mepedic. 3 o2nady Ha me,
o OCHOBHY poib Y KoopOuHayii yux npoyecis gidizparome THK, po3pobka ma obrpynmyeants
HOBUX 2APMOHI306AHUX NPAGUI | HOPM GI0OYBAMUMYMbCS NpU YKIAOAHHT npeqhepeHyiinux
mopeosenvHux Y200, a He bazamocmopounix nepezosopie COT, wo axmyanizye nooansuii doc-
JHOJHCEHHSA 8 YbOMY HANPAMI 3 MEemOIo SUPIULEHHS NUMAHb, NO8 A3AHUX 3 DA2AMOPA306UM MPAHC-
KOPOOHHUM NepeMIilyeHHIM NPOMINCHUX MOo8apis, NOCLye, Kanimauy, 00 €Kmie IHmMeleKmyaib-
HOI enacHocmi mowjo.

Knwuosi croea: perynoBaHHSI MIKHAPOIHOI TOPTiBIi, IpedepeHtiifHi TOproBenbHi
yroau, MbKHapOIHI BUPOOHUYI Mepesxi, pparMeHTaIlis BUpOOHHUIITBA, TPAHCHAIIIOHAIEHI KOp-
mopariii, COT.
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