_ Ceimoee 2ocnodapcmeo i MixxHapoOHi eKOHOMIYHIi eiOHOCUHU

UDC 330.34 (72)

THE IMPACT OF INTEGRATION PROCESSES
ON COUNTRY’S ECONOMIC DEVELOPMENT
(BY THE EXAMPLE OF MEXICO BEFORE AND AFTER JOINING NAFTA)

V. Moltusov, Ph.D. (History).
T. Berezhetska.
Poltava National Technical Yurii Kondratiuk University

© Moltusov V., 2017.
© Berezhetska T., 2017.

Cmammsa ompumana pedaxyicro 07.02.2017 p.

Introduction. International economic integration is a process of convergence of national economies
and building a single regional (international) economic complex. The process of economic integration occurs
when two or more countries join forces to create a wider economic space. Countries enter into the integration
agreement with hoping for economic gain, but may also pursue political and other purposes. The whole
process of economic integration is characterized by certain positive and negative consequences that are very
important for economic analysis.

Analysis of recent publications. The process of economic life internationalization is the subject of
research for many foreign and national scientists. Among them A.N. Borovkov [1] who in his work «Latin
America» raises the question of relationships between USA and Mexico in NAFTA. L.D. Chekalenko [2]
considers global integration processes in terms of international systems’ transformation. V.M. Matviienko
[3] and O.S. Kuchyk [4] noted the results and problems of international organizations.

Objective. The main aim of this article is to analyze the integration processes and evaluate the results
of their impact on the economy of the country.

Relevance. Globalization and technological progress have led to intensive development of
international relations, significantly accelerating and substantially changing processes of internationalization
of economic, legal and other aspects of society. First of all, it is the expansion of markets, which leads to
economies of scale and means that in the long perspective the cost per unit of production will decrease with
the increase of production amounts. Economy of scale is directly related to the size of the markets, which has
increased with the creation of a free trade area, Custom Union and others. Reducing costs and corresponding
decrease in commodity prices helps to enhance both internal and external demand, which in turn, stimulates
innovation and leads to higher overall economic growth.

The main material and results. International economic integration is a combination of economies of
a region and a coordinated economic policy. Today one of the most powerful integration associations in the
world is the North American Free Trade Agreement — NAFTA that includes member countries: the USA,
Canada and Mexico. Free Trade Agreement (NAFTA) between the United States of America, Canada and
the United Mexican States was signed in 1992 and entered into force in 1994.

Background of integration:

* proximity of economic development and the degree of market development of countries integrated. It
is an exception that (NAFTA) interstate integration develop between developing and industrialized countries;

* geographical proximity of the countries that are integrated, common borders and the historical links;

« common economic and other problems faced by countries in the development, financing, regulation
of the economy, political cooperation, and so on. Economic integration helps to solve specific set of
problems which the countries are facing;

« demonstration effect. There are positive developments (acceleration of economic growth, lower
inflation, increase employment, and so on) that are making a psychological impact on other countries;

« «domino effect». After most of countries of some region became members of the integration
association, other countries that remain outside it, experiencing some difficulties associated with the
reorientation of economic relationships. That often leads to the reducing of trade with country which remains
outside of the integration. As a result, they are also forced to join the integration associations. For example,
after entering Mexico in NAFTA, many Latin American countries rushed to enter into the agreement of
trade.
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North American Free Trade Agreement has a number of features:

— it is the only integration organization that covers the whole continent;

— NAFTA’s members differ significantly in terms of economic development (USA is superpower,
Canada is industrialized country, Mexico is a large developing country);

— only NAFTA has a distinct centre — USA: basic trade and investment flows directed mainly to the
USA and from the USA; Canada—Mexico trade and investment relationships are relatively weak;

— NAFTA is primarily an economic unit that focuses on maximum economic openness and ensures
high and stable economic growth;

— all countries of the NAFTA are federations.

With the integration of Mexico in NAFTA, Mexico hoped to get:

— the access to the achievements of scientific and technical progress for the modernization of the
national economics;

— additional investments and new technologies for national production;

— a significant increase working places, improve the competitiveness of national production;

— favourable conditions for exporting their products to the markets of the USA and Canada.

Entering a new phase of industrial development, Mexico has used financial and material support from
developed countries, especially from the United States. During this period specialization and cooperation
was carried on the base of gradual integration of economic structures of Mexico in an economy of developed
capitalist countries.

The first few years of NAFTA have already shown some significant successes:

* In the first month of the agreement, the Corporation PerkinElmer, Norwalk, Conn., registered a 10%
increase in sales for Mexican clients as a result of increased demand for spectrophotometers, gas
chromatographs and other devices for quality control.

» Company «Sara Lee» and «Archer Daniels» in 1994 tripled its sales volume in Mexico.

* § 20 billion trade turnover between the USA and Mexico was registered in 1994.

* During the first nine months of 1995, USA merchandise exports to Canada increased by 13.5%.

« Mexico has reduced tariffs on some chemical products earlier than planned.

* Canada and Mexico joined the North American Free Trade Agreement in 1994 with the
telecommunications sector which was liberally reformed. The agreement of 1989 between the United States
and Canada laid the foundation for NAFTA, reducing tariffs on telecommunications equipment. Telefonos
de Mexico (TELMEX) was privatized in 1990 when the Mexican foreign investment rules were largely
liberalized. Creation of NAFTA, since 1994, expanded the liberalization of the telecommunications sector in
Mexico and Canada while reducing import tariffs. NAFTA eliminated tariffs on Mexican imports more than
80 percent of telecommunication’s equipment and over 10-year period began to gradually reduce remaining
tariffs. In addition, NAFTA provides many important investment protections to the providers and investors,
including the possibility of free transfer of capital, protection from seizures and the right for arbitration.

NAFTA created stable, long-term relationships between all three countries of North America and
improved trade in the region.

In 1991 the United States recorded the first time since 1981 the trade surplus with Mexico. The same
as in the year 1980, Mexico was the third largest supplier of USA imports and exports buyer (not including
illegal transactions). United States is trading partner number one for Mexico. The greatest increase of export
to Mexico experienced industrial states of East and Midwest. The large share of growth is taken by
sophisticated engineering products, electronics and petrochemical products. Over 90% of USA exports are
manufacturing products.

Thus, Mexico has become such (2.5 times faster than export of other countries) market for USA
exports. The share of USA export that goes to Mexico increased from 5.9% in 1987 to 9.1% in 1992.

Growing importance of Mexico for the USA economy is due to the growth of the population and the
influx of immigrants from Mexico and frontier zones. The large resources opened in the early 70's turned
Mexico from a net importer to the largest supplier of oil to the USA strategic reserves. Oil has put Mexico on
the 4th in the world for reserves and the 3rd place as the largest foreign trade with the USA. If you include
the illegal supplies (including drugs), then Mexico is probably the largest trading partner of the United
States.

Since the Formation of NAFTA country's foreign trade has increased for 10 times and reached 60% of
GDP. Moreover, 80% of Mexican trade is a two-way trade of USA, trade with Canada accounts for only 2%
of Mexican foreign trade. In 2011 Mexico was the 7th in the world regarding oil and entered the top ten
countries oil exporters. About 84% of oil supply is made in the United States, making Mexico the second
among USA oil suppliers. However, Mexico is a significant net importer of petroleum products (mainly
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gasoline), which is the main supplier for it — the United States. But oil production in the country begins to
fall due to depletion of the largest resources and the reduction of reserves. According to forecasts, by 2020
Mexico could become a net importer of not only gasoline but also oil. The country's attractiveness to foreign
investment, goods, and services increased. In the period from 1994-2001 years direct investment in Mexico
rose to 50 billions of dollars, but 70% of foreign investment in the Mexican economy controlled by USA
corporations. One of the leading places in the economy of Mexico occupied petrochemical, mountain
extractive, chemical, textile and automobile industry, which share in GDP is 20%, and the country is 9th in
the ranking of the world's largest car manufacturers. Cars of famous American, Japanese, German, South
Korean firms are collected in Mexico.

Membership in NAFTA was an important competitive advantage for Mexico and allowed the country
to solve several pressing national problems — to reduce public debt to GDP from 37.20% in 1990 to 17.10%
in 2007, to reduce inflation from 179.73% in 1988 to 2.13 % in 2015 to restructure and reduce significant
external debt from 82.91% in 1986 to 18.32% in 2006, to attract new foreign investment. However,
development of integration processes and deepening relations with partner countries revealed several
problems of economic development. In particular, the dependence of Mexican export from the economic
situation in the USA increased. A significant problem for Mexico is that the USA is subsidizing their
agricultural exports, which negatively affects on the competitiveness of similar Mexican products and
reduces employment in agriculture. Over the years the problem of illegal migration of Mexicans to the
United States remains very important.

Mexico's GDP in 2010 amounted to 402.5 billion § or 4184 §$ per capita. In 2010, the share of industry
in the total production of goods and services accounted for 28.3%, services, and trade — 65.3%, agriculture
and fishery — 6.1%. In recent years the part of agriculture in GDP is decreasing. The structure of the industry
in Mexico is characterized by the fact that 80.7% of this area is small production belonging to national or
private capital. Typical large enough is the share of the mining industry. More than 70% of industrial
production is heavy industry. Basic are refining and petrochemical, metallurgy and engineering.
Manufacturing industries are concentrated in Mexico City and the surrounding industrial area, and the main
steel plants are located in the northern cities of Monterrey and Monclova and on the west coast.
Metallurgical plants of Mexico meet demand for steel in the country. The most important types of
manufactured goods are cars, food, iron and steel, chemicals, beverages and electrical goods.

Conclusions. The period of its existence NAFTA has demonstrated generally positive but
contradictory and asymmetric results. Membership in NAFTA was an important competitive advantage of
Mexico and allowed the country to solve several pressing national problems. However, development of
integration processes increased the dependence of the Mexican economy from the USA, led to reductions in
employment in the agricultural sector of the country and increased the problem of illegal migration of
Mexicans to the United States.

REFERENCES:

1. Borovkov A.N. Mexico: historically turn / A.N. Borovkov // Latin America. — 2000. — Ne 12.

2. Global integration processes in terms of transformation of international systems: a tutorial /
M.A. Kulinich, N.O. Tatarenko, V.H. Tsivatyi, L.D. Chekalenko et al. / On the concept and Sciences. Ed.
L.D. Chekalenko: — K.: Diplomatic Academy of Ukraine, 2013. — 628 p.

3. International organizations / Pod Society. Edited by V.N. Matvienko (together: V.S. Bruz,
V.M. Matvienko, Y.S Skorokhod, etc.) — K.: CUP «Kyiv University», 2005. — 406 p.

4. International organizations: teach. manual / O. S. Kuchyk, I. R. Sukhovolets, A. B. Stelmakh et al. ;
Ed. A.S. Kuchyk. — K: Knowledge, 2005. — 498 p.

5. International Economics: Features of economic integration in North and South America: teach.
guidance / Ed. Hrontkovska H.E. / H.E. Hrontkovska, O.1. Riaba, A.M. Ventsuryk, A.l. Krasnovskyi. — K.:
Center of educational literature, 2014. — 384 p.

6. The international economy and international economic relations, Workshop: Training. guidance. /
V.V. Kozyk, A.A. Pankova, O.Yu. Hryhorieva, A.O. Bosyk. — K.: Vikar, 2003. — 368 p.

7. International Economics: Textbook. — Edition 3rd, revised, add. / Ed. A.P. Rumiantsev. — K.:
Knowledge, 2006. — 476 p.

8. [Electronic resource].-Access mode:http://www.tradingeconomics.com

9. [Electronic resource].-Access mode:http://www.naftanow.org/default en.asp

10. Problems and prospects attend Mexico's NAFTA [Electronic resource].-Access mode:
http://www.0gn.ru/mezhdunarodnye otnosheniya/problemy i perspektivy uchastiya meksiki.php

I Exowowixa i pezion Ne 1(62) — 2017 — llonmHTY __ | #13 [N 85




World economy and international economic relations

UDC 330.34 (72)

Valerii Moltusov, Ph.D. (History), Senior Lecturer. Tetiana Berezhetska, Undergraduate Student.
Poltava National Technical Yurii Kondratiuk University. The impact of integration processes on country’s
economic development (By the example of Mexico before and after joining NAFTA). In the article the
integration process of Mexico were analyzed and the results of its impact on the economy of Mexico were
evaluated. Membership in NAFTA was an important competitive advantage of Mexico and allowed the
country to solve several pressing national problems. However, development of integration processes
increased the dependence of the Mexican economy from the USA, led to reductions in employment in the
agricultural sector of the country and increased the problem of illegal migration of Mexicans to the United
States.

Keywords: Mexico, NAFTA, integration, USA, Canada, product, export, import, economy.

YK 330.34 (72)

Banepiii Onexkciiioeua MoarycoB, xaHIHaaT
ICTOpUYHMX HAyK, crapmmii BHKIagad. Tersana
OnxexcanapieHa Bepexenbka, CTY/IEHTKA.
[TonraBcekuil HallioHaJBHMI TEXHIYHHII YHiBEpCHTET
imeni IOpis Kongparroka. Bname iHTerpaniiiHnx
nponecie Ha €KOHOMIYHHII PO3BHTOK KpaiHH (HA
npukiaani Mekcukn 1o i micia eryny B HA®TA).
[MpoananizoBano iwTerpamiiinuii npounec Mekcuku B
HA®TA #i ouiHeHO HAcHKW BIUIMBY I1HTErpariiiHux
npoueciB Ha ekoHoMiky Mekcuku. 3’°dcoBaHO, 110
unenctBO B HADTA crano BakKIMBOK KOHKYPEHTHOHO
nepeBarord Mekcuku 1 103BOJIMNO KpaiHi po3B’sA3aTH
PAA TOCTPUX BHYTPINIHIX TPOOIEM; BOJHOYAC POIBUTOK
IHTErpaliiHuX  [pOLECiB  MNOCHIMB  3aJeKHICTh
MekcHkaHebkoi ekoHomiku Bin CIIA, npussiz 1o
CKOPOYEHHS 3alHATOCTI Y CUIbCBKOMY T'OCHOapCTBI
KpaiHM Ta MOCHIMB npobiemMy HeleraibHOi Mirpaiii
mekcukanis qo CLIA.

Knrouosi cnosa: Mexcuka, HAOTA, interparis,
CHIA, Kanana, ToBap, eKCnopt, IMIOpT, eKOHOMIKa.
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Banepuii Anexceenu MoartycoB, kaHIuaar
HCTOPHYECKUX  HAayK, CTapliMii  IpenogaBaTelb.
Bbepe:xxenkaa TaTbsina AJieKCAHIPOBHA, CTYIEHTKA.
[Tonraeckmuii HallHOHAIBHBII TEeXHUYESCKHH
yHuBepcurer umeHH IOpus Kouppatrioka. BausHue
HHTETPALIHOHHBIX TNPOLECCOB HAa 3JKOHOMHYECKOe
pa3BHTHe cTPaHBI (Ha mpuMepe MeKCHKH 10 H mocJie
Berymienuss B HA®TA).  [IpoananuzupoBan
MHTErpaloHHeiii npouece Mekcuku B HADTA, u
OLICHEHBI TIOCIIC/ICTBUS BO3/ICHCTBUS MHTErPAllMOHHBIX
MPOIECCOB HAa IKOHOMMKY Mekcuku. BrisicHeHO, 4TO
wieHcTBO B HADTA cranio BaXHbIM KOHKYPEHTHBIM
npeuMymiecTBoM  MEKCHKM W TIO3BONIMIIO  CTpaHe
PEUIMTE Psifl OCTPBIX BHYTPEHHUX TMPoOIEM; B TO IKe
BpEeMs Pa3BUTHC MHTETPAIMOHHBIX MPOIECCCOB YCHITHIIO
3aBUCUMOCTh MeEKCHKaHCKOH akoHomuku o1 CIIA,
NPUBENIO K COKPAIICHHIO 3aHATOCTH B CEIBCKOM
XO03sfiCTBE  CcTpaHbl W ycyryOowjio  npobiemy
HesleraibHON Murpanuu Mmekcukanues B CITTA.

Knrouegwie cnoea: MekcHKa, HA®DTA,
unterpauus, CIIA, Kanana, ToBap, Kcropr, UMNIopT,
IKOHOMHKA,
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