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Abstract:

Purpose: This article aims to study and evaluate the foreign trade relations and marketing
interactions of the EU countries, to identify problems and contradictions between partner
countries in foreign trade.

Design/Methodology/Approach: Foreign trade relations between developed and developing
EU countries are becoming increasingly contradictory and complex. On this basis, the authors
revealed a modern negative trend. It is the increasing import dependence of Central-Eastern
Europe and South countries on foreign companies and organizations. This trend may be
resulted in the degradation of key industries in developing EU countries. As a theoretical and
methodological basis, authors use historical-logical, statistical and comparative analysis and
the method of scientific abstraction.

Findings: The proposed mechanism “consolidation of industry clusters™ can be applied in the
EU. Based on the identified problems and contradictions in the framework of integration, this
mechanism will help to smooth out economic inequality between the EU countries.

Practical implications: In practice, the authors talk about the consistent application of the
foreign economic relations mechanism between countries within the framework of the
integration group. This mechanism will allow to focus on the industry specialization of the
partner countries in the association and allow the periphery countries to become active
participants in the European market.

Originality/value: Economic inequality between developed and developing countries of the
EU affects foreign trade relations between partner countries, which can lead to the
transformation of the integration group in the short and medium term.
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1. Introduction

European Union's foreign trade relations with some countries and regions are
changing under the world geo-economic imbalance influence. In addition, trade and
economic relations between partner countries are also significantly transformed
within the framework of the Association. This trend became especially active after the
first wave of the global economic crisis (2008-2011), the sanctions regime, etc. The
expert community highlighted the countries of "risk groups" after the crisis. These
countries cannot reach the growth trajectory of their economy. First of all, we are
talking about the countries of Southern and Central-Eastern Europe within the
European Union. Based on the economic inequality between developed and
developing countries in the EU, there is a confrontation between companies from
Central and Eastern Europe, Southern countries and Western European multinational
corporations in the common market of the European region.

Such confrontations lead to the budget deficit, state debt accumulation, growth of
unemployment, the sectoral structure degradation of certain peripheral countries in
the European Union, etc. When joining the integration group, the countries of Central
Eastern Europe and the South expected foreign investment to their economies from
Western European partners in the integration group. However, this did not happen on
the scale that these countries had hoped for. After all, according to world practice, the
largest TNCs invest funds only to highly profitable industries. It should be noted that
TNCs have one goal. To get super-profits from their activity as soon as possible. But
not all the sectors of the peripheral countries are attractive for investment.

2. Materials and Methods

In accordance with new forms and mechanisms in foreign economic relations between
countries, strategies for their medium- and long-term relations are being developed.
Outstanding economists and experts try to evaluate and make forecasting on foreign
trade and economic relations between countries. They are Reidy (1966), Wishlade,
Taylor and Yuell (1998), Peng (2007), Balassa (1982), Galbraith (1951), Jovanovic
(2003), Prebisch (1981), Myrdal (1956), Tinbergen (1952), Nehru (1961), Gasol
Sanchez (1966), Pasos (1953), Frank (1980), Williams (1953), and Winer (1953).

The process-system approach used for the main indicators analysis of the EU
countries foreign trade and identifying the features of foreign trade relations between
the countries is an important argument to implement the mechanism "consolidation of
industry clusters".

3. Results

Based on the above problems, we can analyse data in Table 1, indicating the main
features of the EU countries’ foreign trade such as export, import, foreign trade
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turnover, foreign trade balance. The foreign trade balance is one of the most important
features of any state’s foreign trade activity. It must be admitted that during this
period, 16 EU countries from 28 ones have negative balance. In general, the negative
foreign trade balance means that the cost of imported goods is higher than the cost of
exported goods. Also, it means that there is little demand for goods and services in the
world and regional markets. During the analysed period, the active trade balance was
registered only in Belgium, the Czech Republic, Denmark, Germany, Hungary,
Ireland, Italy, the Netherlands, Poland, Slovakia, and Slovenia.

Table 1. The main indicators of the EU countries foreign trade for 2014-2017, (billion
euro) (CIS&EU, 2018; Eurostat, 2018; Ereport, 2020]

Expor | Foreig | Balanc | Expor | Foreig | Balanc | Expor | Foreig | Balanc | Expor | Foreig | Balanc
States- t/ n trade | e, t/ n trade | e, t/ n trade | e, t/ n trade | e,
members | \mpor | turnov |2014 | Impor | turnov | 2015 | Impor | tumov | 2016 | Impor | turnov | 2017
of  the |y er, t er, t er, t er,
European | 2014 | 2014 2015 | 2014, 2016 | 2016 2017 | 2017
Union I 2015
134,2 137,8 137,4 148,8
Austria / 2712 |-2,8 / 2785 |[-29 / 2799 |-51 / 3044 |-6,8
137,0 140,7 1425 155,6
355,3 357,8 359,5 381,0
Belgium |/ 696,7 [13,9 / 696,4 [19,2 / 702,0 (17,0 / 7412 (20,8
3414 338,6 3425 360,2
. 22,0/ 22,9/ 24,0/ 26,6/
Bulgaria 261 48,1 -4,1 263 49,2 -3,4 262 50,2 -2,2 302 56,8 -3,6
100,6
Hungary | 839 1623 |43 |%88 |17z |59 |92V |1e9 |73 |/ |1956 |56
79,0 82,9 84,8 95.0
1125, 1195, 1205, oo
Germany | 0/ 2033,6 [216,4 |8/ 2143,4 |248,2 |5/ 2159,3 | 251,7 1033 2315,0 |248,8
908,6 947,6 953,8 1 '
27,1/ 25,9/ 25,5/ 28,9/
Greece 483 75,4 -21,2 436 69,5 -17,7 442 69,7 -18,7 50.3 79,2 -21,4
83,9/ 86,1/ 86,1/ 90,8/
Denmark 750 158,9 |89 772 163,3 |89 773 1634 |88 823 1731 |85
912/ 111,3 118,2 1214
Ireland 61Y8 153,0 |29/4 / 180,8 |41,8 / 1915 |449 / 1995 |43,3
' 69,5 73,3 78,1
2443 2546 262,0 283,7
Spain / 5145 [-259 |/ 5358 |[-26,6 |/ 5431 |-19,1 |/ 594,1 |-26,7
270,2 281,2 2811 3104
398,9 412,3 417,3 448,1
Italy / 755,8 (42,0 / 782,8 (418 / 7849 49,7 / 848,8 (47,4
356,9 3705 367,6 400,7
2,4/ 3,0/ 2,7/ 2,9/
Cyprus 6.0 8,4 -3,6 6.3 9,3 -3,3 71 9,8 -4,4 81 11,0 -5,2
. 11,0/ 10,9/ 11,0/ 12,3/
Latvia 133 24,3 -2,3 131 24,0 -2,2 12,9 23,9 -1,9 149 27,2 -2,6
. .| 244/ 22,9/ 22,6/ 26,4/
Lithuania 259 50,3 -15 254 48,3 -2,5 247 47,3 -2,1 285 54,9 -2,1
Luxembo | 14,4/ 15,5/ 14,3/ 14,0/
urg 201 34,5 -5,7 21.0 36,5 -5,5 197 34,0 -5,4 201 34,1 -6,1
2,2/ 2,4/ 2,8/ 2,2/
Malta 51 7,3 -2,9 5.4 7.8 -3,0 58 8,6 -3,0 51 7,3 -2,9
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Netherlan 506,3 514,3 516,2 576,6
ds / 950,0 (62,6 / 976,1 |[52,5 / 9725 |[59,9 / 1085,3 67,9
4437 461,8 456,3 508,7
165,7 179,5 184,2 204,4
Poland / 3341 [-2,7 / 356,7 (2,3 / 3645 (39 / 4084 |04
168,4 177,2 180,3 204,0
48,1/ 49,6/ 50,0/ 55,1/
Portugal 590 107,1 |-10,9 603 1099 |[-10,7 614 1114 |-11,4 69.0 1241 |-13,9
. 52,5/ 54,6/ 57,4/ 62,6/
Romania 586 1111 |-6,1 630 1176 |-84 674 1248 |-10,0 756 138,2 |-13,0
. 65,1/ 67,8/ 70,1/ 74,8/
Slovakia 617 1268 (34 66.2 1340 (16 682 1383 |19 737 1485 |11
. 27,1/ 28,8/ 29,7/ 34,0/
Slovenia 256 52,7 15 269 55,7 1,9 276 57,3 2,1 319 65,9 2,1
Great 380,3 4147 370,0 390,8
Britain 900,0 (-1394 |/ 979,3 [-1499 |/ 944,9 |-204,9 |/ 960,9 |[-179,3
519,7 564,6 5749 570,1
. 56,0/ 54,0/ 52,3/ 60,2/
Finland 578 1138 |-1,8 545 1085 |-0,5 550 1073 |-2,7 62.4 1226 |-2,2
437,4 456,4 453,3 473,6
France / 9483 |[-735 |/ 9732 |-604 |/ 970,3 |-63,7 |/ 1026,4 |-79,2
510,9 516,8 517,0 552,8
. 10,4/ 11,7/ 12,5/ 14,2/
Croatia 172 27,6 -6,8 186 30,3 -6,9 198 32,3 -7,3 220 36,2 -7,8
131,8 1424 147,0 159,5
Czech / 248,0 |[15,6 / 2699 (14,9 / 276,3 |17,7 / 302,9 (16,1
116,2 1275 129,3 1434
1239 126,3 126,0 1355
Sweden / 246,0 (1,8 / 2511 (15 / 2532 |-1,2 / 2718 |-0,8
1221 1248 1272 136,3
. 12,1/ 11,6/ 11,9/ 12,9/
Estonia 138 25,9 -1,7 131 24,7 -1,5 135 25,4 -1,6 14.7 27,6 -1,8

Source: Authors.

Year 2017 was especially successful for the Netherlands. The foreign trade balance
was 67.9 billion euros which was 7.8 % more than in 2014. The economy of Belgium
is especially important for the analysis. In 2017, export from the country was 381.0
billion euros, while import was 360.2 billion euros. At the end of 2017, the foreign
trade balance turned out to be positive (20.8 billion euros). In comparison with 2014
(export from the country amounted to 355.3 billion euros) in 2017, export increased
by 25.7 billion euros. The positive foreign trade balance holds also in Germany.
Compared to 2014, it increased from 216.4 billion euros to 248.8 billion euros in 2017
(by 13 %). It should be noted that export from Germany despite international trade
conflicts in 2018 reached a new record level. In 2018, the cost of goods exported by
German enterprises was almost 1318.0 trillion euros. In 2017, export from Germany
was 1281. 9 trillion euros. Import on the contrary decreased from 1033.1 trillion euros
in 2017 to 1090.0 trillion euros in 2018. In general, analysing the period from 2014 to
2017, we can say that export from Germany increased by 156.9 billion euros. As for
import, it also increased from 908.6 billion euros in 2014 to 1033.1 trillion euros in
2017. According to data of 2018 the foreign trade surplus, for which Germany is so
widely criticized in the world, decreased from 248.8 to 227.8 billion euros for a year.
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However, there are countries in the EU with negative foreign trade balance since 2014.
According to our calculations, by the end of 2020, there will be more than 15 such
countries. According to data presented in Table 1, many of them have more imports
than exports every year, which negatively affects the sectorial structure of their
economies. These are mainly countries of Southern and Central-Eastern Europe as
Bulgaria, Greece, Spain, Cyprus, Latvia, Lithuania, Malta, Portugal, Romania,
Croatia, and Estonia. If you examine their key sectors in the economy, you will find
that sectors related to industry, agriculture, and services (mainly tourism and
hospitality, etc.) are dominant in the above-mentioned countries. In addition, these
countries do not have large corporations to compete with Western European countries.

The Greek economy has a lot of problems. In 2017, exports from this country
amounted to 28.9 billion euros, and imports amounted to 50.3 billion euros. This
situation is practically unchanged. Thus, in 2014, exports from this country amounted
to 27.1 billion euros, and import amounted to 48.3 billion euros.

The Spanish and Portuguese economies also have negative trade balances. Thus, in
2017, export from Spain amounted to 283.7 billion euros, and import amounted to
310.4 billion euros. The foreign trade balance was — 26.7 billion euros. In general, this
indicator has not been practically changed since 2014. Thus, the foreign trade balance
in 2014 amounted to -25.9 billion euros, in 2015 it amounted to -26.6 billion euros, in
2016 it amounted to -19.1 billion euros.

In Portugal, there is also an increase in imports over export. From 2014 to 2017, the
foreign trade balance was -10.9 billion euros, -10.7 billion euros, -11.4 billion euros,
and -13.9 billion euros. Many Central and Eastern European countries also have
negative foreign trade balance such as Bulgaria, Estonia, Latvia, Lithuania, Romania,
Estonia. For example, in 2017, export from Bulgaria amounted to 26.6 billion euros,
and import amounted to 30.2 billion euros. The foreign trade balance was -3.6 billion
euros. In 2014, the foreign trade balance was -4.1 billion euros, in 2015 it was -3.4, in
2016 it was -2.2 billion euros, in 2017 it was -3.6. Almost the same situation is in
Latvia and Lithuania. In 2017 import to Latvia increased by 1.6 billion euros
compared to 2014. In Lithuania, this figure increased by 2.6 billion euros.

Also, in Romania and Estonia, there is a tendency to import dependence on foreign
goods, which leads to the degradation of national industries. The country's long-term
negative balance negatively affects the national economy as a whole. Gradually some
CEE countries have recently lost key industries in their country. This raises the
question of preserving their sovereignty in the economic sphere. In general,
enterprises, especially in Bulgaria and Romania, meet their domestic demand, and as
current practice shows, they are not active players in the EU, as well as competitors
for the largest Western European TNCs. In this situation, we are not even talking
about any competition between these countries and TNCs of Western European
countries since they were not able to fully engage in this fight.
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Therefore, there is no equal opportunities between developed and developing
countries today. It is clear that foreign investors use the territory of the CEE countries
and some countries of the South mainly for building plants with low or medium
productivity.

Figure 1. The formation of the foreign economic relations between the European
Union countries — "consolidation of industry clusters™ (compiled by the authors)
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Source: Authors.
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The opposite (positive) effect was received by TNCs of developed countries,
especially Germany, France, Austria, and Sweden. They were able as soon as possible
not only to be adapted to the new markets of the CEE countries, to carry out extensive
expansion through their subsidiaries, branches, representative offices, but also they
were able to displace, and in some cases to absorb, local producers. In other words,
their TNCs have formed a solid network of their own structures, and it will be quite
difficult for the national economies of separate countries to break them.

In order to reduce the gap between the developed and developing countries of the EU,
we propose the mechanism "consolidation of industry clusters" for foreign economic
relations between countries. Figure 1 shows a model for the formation of this
mechanism in the countries of the integration group. We propose in the EU to form
four industry clusters with the following leading countries: the first cluster is Germany
and France; the second cluster the leading country is Italy; the third cluster the leading
countries are Poland and the Czech Republic, and the fourth cluster the leading
country is Sweden. Figure 1 shows an example of a single industry cluster. The key
subjects of this mechanism are: the Committee of regions as an Advisory body of the
European Union, Coordinating centres, Intersectoral committees, leading countries in
the industry clusters, countries taking part in the industry clusters, system-forming
enterprises and strategic investors.

The important entity that should participate in the implementation of this mechanism
is the system-forming enterprises and strategic investors. Without their active
participation, it is impossible to form a whole picture of the situation that is happening
in any industry of a particular country. Therefore, we integrated these subjects into
this mechanism, as one of the most key ones in identifying problems at the enterprises
of the EU countries themselves. On the base of identified problems and contradictions
today in this integration group, we can make a conclusion that it is impossible to do
without this mechanism. Today, the countries of Central and Eastern Europe, except
some countries (Poland, the Czech Republic and partially Hungary), are on the side-
lines of the technological development of their industries. The financial help that they
received during the first wave of the global crisis from the vanguard countries and the
ECB is only anti-crisis measures to smooth out the crisis phenomena in their countries.
In our work, we focus on the driving forces and missed opportunities that the countries
of Central and Eastern Europe can get in the integration group.

4. Discussion

As for the transformation of the European Union, we think about the way of its
formation and development, how difficult it was to unite the countries and how long
their reunification was. According to many scientists and experts, if the European
Union is transformed, it will be quite difficult for small countries to resist major
players not only in the European region, but also in the world market. On the base of key
indicators in the European Union countries foreign trade and identified problems in
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the countries of the South and Central-Eastern Europe functioning in the European
Union, we propose to apply the mechanism of foreign economic relations between the
countries. It is the mechanism of "consolidation of industry clusters". Therefore, we
spread our forces throughout the European Union and make it possible for centres
(leaders) of the industry cluster to promote their progressive ideas in the European
region.

5. Conclusion

Thus, according to the analysis in more than 15 countries of the European Union, the foreign
trade balance is negative. First of all, it is negative in the countries of Southern and Central-
Eastern Europe. As for the developed countries of the European Union, most of them,
especially Germany and France, benefit from interaction with peripheral countries.
Transnational corporations in Western European countries were able to form a strong
network of subsidiaries, branches, and representative offices throughout the European
region. Because of this, peripheral countries cannot compete both in the European region
and in the world market. The study shows that economic inequality between partner
countries is increasing in the EU. Of course, it is necessary to solve this problem as soon as
possible, since the countries of the South and CEE seek to be active participants in foreign
trade and economic relations with Western European countries. The authors propose to
apply the "consolidation of industry clusters™ mechanism.
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