| 32 | ExoHowmika i opranizanis ynpasninas  °Ne 2 (46) 2022

DOI 10.31558/2307-2318.2022.2.4

UDC 330.34-048.35(519.5):221.7
JEL: N15, N35, N45, 020, 038, 053, P11

Kistersky L.,
Dr. Sci. (Econ.),
Professor at the Chair of International Economic Relations
Vasil” Stus Donetsk National University
ORCID: 0000-0001-5993-763X
e-mail: |.kistersky@iprgroup.info

Orekhova T.,
Dr. Sci. (Econ.), Professor,

Dean, Faculty of Economics,
Vasil® Stus Donetsk National University
ORCID: 0000-0003-3650-5935
e-mail: t.oriekhova@donnu.edu.ua

UKRAINE - SOUTH KOREA:

ECONOMIC COOPERATION POTENTIAL

Analysis of the reasons and circumstances of the unprecedented growth of the South
Korean economic and social indicators during modern times, phenomenal achievements of
the country in various spheres of life and wellbeing of people are contained. Possibilities for
transition countries, like Ukraine, to make use of the experience of the republic of Korea and
other Asian countries for a catch-up economic and political modernization are outlined.
Given Confucian Korea outstanding performance during the life of one generation and
geostrategic similarity with Ukraine, expediency of using positive experience of this country
fully or at least partially in attaining the priority goals of Ukraine’s reform strategy is
grounded. Reform priorities include restoring the country's good governance system,
decentralization, abolishing monopolies, fighting corruption at all levels, effectively
reforming the judiciary and solving other important problems as was done in South Korea.
Just like Korea, it is advisable for Ukraine to focus on the development of the country,
adapting and creatively integrating the most competitive values and management
technologies of the Confucian East and the liberal West.
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YKPAIHA-IIBAEHHA KOPES:
MOTEHIIAJI EKOHOMIYHOI KOOIIEPAIIIT

Cmammsa micmums ananiz npudun i 00CMasun 0Oe3npeyedeHmHo20 3pPOCMAaHH:A
NIBOEHHOKOPEUCLKUX EKOHOMIYHUX U COYIANbHUX HNOKA3HUKIB, (DeHOMEHANbHUX OO0CACHEHb
Kpainu 6 pisHux cghepax scumms i 000pobymy nooeti. OKpecieHo MOHCAUBOCIE Ol KPAiH 3
nepexiono eKoHoMmikow, K Ykpaina, euxopucmamu docsio Pecnyoniku Kopes ma inwiux
Kpain A3ii 013 HA3002aHA0O40I eKOHOMIUHOI ma noaimuunoi MmodepHizayii. Bpaxosyrouu
suoamui  noxkasHuku Kon@yyiaucekoi Kopei 3a owcumms  00HO20 NOKONIHHA — mMa
2eocmpameziyny cxodcicme 3 Ykpainoro, o0IpyHmogyemuvcsa OoyinbHicms NO8HO20 ab0
NPUHALMHI  4ACMKOB8020 BUKOPUCMAHHA NOSUMUBHO20 00C8I0y yi€ei KpaiHu y 00csAeHeHHI
npiopumemuux yineu cmpamezii peghopmysanns Vkpainu. Ilpiopumemu pegpopm éxniouaroms
BIOHOBIEHHS CUCMEMU HANEHCHO20 YNPABIIHHA 6 Kpaini, OeyeHmpanizayilo, CKACY8aHHs.
MOHONONIU, 60pomvOy 3 KOPYNYIE HA BCIX PIBHAX, edeKkmusHe pephopmysanus cy0080i
cucmemu ma GUPIWEHHs. THUUX BANCTUBUX NPoOiem, 5K ye 0Y1o 3pobaerno 6 llisoennitl Kopei.
Tax camo, sx i Kopei, Ykpaini ooyinero 30cepedumucs Ha po3eumky KpaiHu, aoanmyodu ma
Mmeopyuo  iHmecpyouu  HaAuOilbl  KOHKYPEHMOCHPOMONCHT — YIHHOCMI ma  MexHON02il
MeHeddcmenmy KoHpyyiancokoeo Cxody ma nibepanibrozo 3axooy.

Knrwowuoei cnosa: Ilisoenna Kopes, ekoHOMIYHA MOOepHi3ayis, NOMOKU O0ONOMO2U,
KOHGyyiancbki mpaouyii, Oepoicagne pe2ynio8amnHs, MooOinizayis ¢inaucis, iHeecmMuyititi
Mmoaicnueocmi, ypsaoysanns, Kopeticokuti nosutl kype, Ykpaina.

JIiT. - 24

The basic goal of the article is to analyze main reasons, circumstances, and ways of
South Korean phenomenal achievements in various spheres of life.  The article pays
emphasizes on a number of similarities in geostrategic features of Ukraine and Korea and
suggests some proposals how to use Ukraine’s significant potential for implementing
ambitious development goals.

Introduction

Taking into account the impressive successes of South Korea both on the internal and
external markets, it is quite natural that Ukraine is interested in intensifying all-round trade
and economic cooperation with this country. Diplomatic relations between Ukraine and South
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Korea began in 1992. Since then, interstate cooperation has been developing steadily for
many years.

The Confucianism-based model of development could smooth out the existing
contradictions in many countries and their unions. At the European Union (EU) level, this
model would help overcome the acute political and economic crises that are undermining this
unique integration partnership. Some EU members in recent years have selfishly put their
individual interests above the collective interests of the Union, and liberal relations only
stimulate the growth of the number of selfish countries, endangering the very existence of the
EU.

Considering the problem of realizing the potential of Ukrainian-Korean cooperation, it
is necessary, first of all, to highlight the conditions under which this will become possible in
the foreseeable future. The development of the Korean economy is usually divided into three
major stages: import substitution (1953-1961), export orientation (1962-1972),
industrialization (1973-1979), and each of the stages was heavily oriented on the inflow of
foreign capital. In fact, President Park Chung Hee encouraged foreign capital inflow by all
available legal measures from all geographical venues. Given the acute shortage of financial
resources in the country, he adhered to a purely pragmatic position in attracting foreign capital
and considered the usefulness of the attracted resources for the Korean economy as the main
criterion. “Nonetheless, welcoming foreign capital did not mean lifting regulatory
measures. On the contrary, Park put in place a diverse array of restrictions and
regulations, particularly on foreign direct investment, in order to nurture the chaebol
into national champions and harness foreign capital for Park’s goals of economic
independence” [1, p. 127].

The Republic of Korea is of special interest to Ukraine. In terms of geopolitical
parameters, Ukraine and the Republic of Korea are pivot states — for Eastern Europe and East
Asia, respectively — which have such assets of military, economic and «soft power» that are
of strategic interest to major world actors.

At the same time, beyond the intra-Korean conflict, the Republic of Korea is
sandwiched on a relatively small peninsula between three giants with their geopolitical
ambitions — the Chinese, Japanese and Russian Empires or their successors. Only after the
Second World War was there a great power — the United States, which became the guarantor
of military security and peace on the Korean Peninsula.

At the same time, the Republic of Korea has managed to overcome the devastating
effects of war, poverty, and corruption and has built one of the world’s most industrialized
and innovative economies in a short historical period. Today, Ukraine faces similar challenges,
so the South Korean experience of economic modernization and development is important and
relevant for Ukraine [4, p. 44].

Modernization and development under tough state regulation

In 2013 the General Conference of UNIDO has adopted a fundamental document
regarding the importance of industrialization as a basis for economic development — a new
Lima Declaration that specified the Organization's development priorities for the coming
years, placing special emphasis on inclusive and sustainable industrial development [5]. It is
interesting to note that the document has been adopted exactly when the Secretary General of
the UN was Ban Ki-Moon - a South Korean politician and diplomat who served as the eighth
Secretary-General of the United Nations from January 2007 to December 2016. Commenting
on the Lima 2013 Declaration, Ban Ki-Moon said that “The Lima Declaration will create the
foundation for the coming decades of UNIDO's important work as the central agency in the
United Nations for all matters related to industrialization" [6].
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In practice, the success of industrialization and modernization processes largely depends
on the chosen model of public policy and the subsequent consistency of its implementation.
The authors of the Declaration perfectly understood that each country can choose its own path
of industrialization and subsequent modernization based on the available technological
processes and reflected this in the document. “We recognize the diversity of ways towards
sustainable development and in this regard recall that each country has the primary
responsibility for its own development and the right to determine its own development paths
and appropriate strategies” [7, Para. 11].

World practice confirms that blind copying of someone else's experience does not lead
to the expected results of the original. Friedrich Nietzsche framed this thought in an original
form inherent only to him, advising not to blindly repeat what has already been done by
others. “Seeing things as similar and making things the same is the sign of weak eyes”
[8, p. 163]. However, creative adaptation of the already successful things, taking into account
the realities of the country of would-be use, has a positive effect. However, what always
remain unchanged are high ethical principles, as confirmed by the thousand-year history of
Confucian teaching basis.

Among the many models of industrialization, the most common in world practice,
according to UNCTAD, are the two most typical, the differences between which lie in the
degree of correlation between structural and fundamental factors and implementation
mechanisms. In addition, the socio-economic conditions of the countries of implementation
are taken into account as important dominating factors. UNCTAD singles out the catch-up
industrialization and the stalled industrialization as the two types of industrialization in
developing countries. In the first case, the result is a rapid catch-up development of countries
with a reduction or elimination of their lag behind the most industrialized countries; and in the
second - the conservation and even an increase in the gap in productivity and income from the
most developed countries [9, pp. 77-81].

In practice, few countries have succeeded in implementing the catch-up industrialization
model. In this series, South Korea has achieved the most impressive successes, having
managed to move from low-tech to high-tech production in a short time. In this process, the
country's authorities provided targeted and effective support to national producers at all stages
of production transformation based on advanced technologies: abundant lending to high-tech
producers on preferential terms, export promotion, all kinds of support for the development of
companies based on R&D, provision of special tax incentives for investors, purchasing power
support for internal consumers to develop the domestic market, etc.

Separately, it should be noted the state support for science and education at the
university level, which accelerated the creation of new types of goods based on advanced
technologies. This, in turn, allowed South Korean companies to significantly expand their
export structure and strengthen their presence in the world markets for high-tech products. In
parallel with the focus on high-tech exports, growing domestic demand and the related
changes in income distribution as a result of increased labor productivity also played a critical
role in the rise of South Korea. This allowed the creation of mass production of industrial
goods for the domestic market and became an important factor in sustainable and long-term
economic growth.

In this series of South Korea's achievements, attention is drawn to the fact that reforms
in the country began in the early 1960s and were highly successful under the tough
dictatorship of Park Chung Hee, which has been replaced by democratic forms of governance
two decades later. Among the successful countries of the Confucian region, China should also
be singled out, since it was and remains to this day the tough dictatorship of the Communist
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Party, which, under its leadership and control, began to develop the economy in the late
1970s.

In this respect, the authors fully share the opinion of a leading Ukrainian scholar Yurii
Kindzerskyi that, “...citing the example of the Republic of Korea and China, we do not call
for the need to introduce a dictatorship in Ukraine. We are talking about stating the
indisputable fact of how the political elite through the dictatorship was able to build a modern
developed high-tech economy” [10, p. 15]. Indeed, in the above examples of South Korea and
China, we are talking about specific responsible people who have assumed full executive
power and heavy responsibility for the results of their governance.

Global competitiveness dynamics

The Republic of Korea does not have many natural resources, but it has important
intellectual arsenal and has been utilizing it effectively. Since the 1960s, the country's
leadership has been purposefully developing critical sectors of the national industry. For
example, if before that such firms as Samsung and Hyundai were not large companies,
now they are known all over the world. In the same way, South Korea has developed and
modernized a number of important industries - automotive, shipbuilding, electronics, etc.
Today, these South Korean industries compete successfully in world markets.

Successful modernization of the South Korean economy over the past quarter
century has propelled the country even higher in the tightly compressed global
competitiveness ranking where Japan has been one of the leaders in the ranking. Japan
has long been considered almost the country's benchmark in terms of competitiveness and
other economic indicators.

The Lausanne International Institute for Management Development has published
data comparing the dynamics of some economic indicators between South Korea and
Japan, including Index of Global Competitiveness. The numbers showed that Japan
dropped from 4th to 34th place in the global competitiveness rankings between 1995 and
2020, while South Korea overtook it, moving up from 26th to 23rd over the same period.

In 2018, South Korea also overtook Japan in such an important indicator as the
current gross domestic product (GDP) per capita, based on purchasing power parity (an
indicator of national purchasing power that reflects inflation and the level of the country's
exchange rate); so, in Japan this figure was $ 42,725, and in Korea - $ 43,000.

In addition to the above mentioned impressive domestic indicators, Korea has achieved
significant success in external indicators. So, if in 1990 the export and import of South Korea
accounted for 24% and 31% of the same indicators of Japan, then in 2020 they increased to 80%
and 74%, respectively [32].

However, the growth of the most important economic indicators in comparison with
one of the traditionally leading economies of the Asian region and of the world does not
at all reassure the representatives of the Korean industry. For example, the director of the
International Relations Department of the Korean Federation of Industry said that there is
still a lag in investment opportunities and competitiveness in the sphere of science and
technology. To bridge these gaps, strategic support for R&D of South Korean industrial
enterprises will be strengthened [33].

Challenge for Ukraine’s Governance

An outstanding Ukrainian economist Valeriy Heyets attributes the creation of conditions
for accelerated economic and social modernization to the basic economic and political
interests of Ukraine [11, p. 287].

Unfortunately, the past 30 years of the formation and development of the Ukrainian
state have revealed the unhappy phenomenon of an “economic miracle on the contrary” - a
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kind of “irrepressible movement from missiles to plowshares,” according to the figurative
expression of the Ukrainian publicist Stas Kosarenko, “which has become a unique
phenomenon in world practice” [12]. Alas, but Ukraine remained the only economy in the
world that demonstrated in 1990-2020 negative economic growth, i.e. falling real GDP. In
2020, Ukraine’s GDP (constant 2015 US $§), according to the World Bank, accounted for
60.6% of the 1990 level [13].

The problem of increasing the efficiency of managing the country's economy has been
on the surface literally from the first days of Ukraine's acquisition of sovereignty thirty years
ago. From time to time scientists tried to draw the country leaders’ attention to the need for
real reforms of the management system. However, this issue has never been an agenda point
at the highest level.

Reform of the public administration sector has been of principal importance in the
market transformation period. Among the reasons that lead to deep economic crisis in Ukraine
one can name the extremely complicated bureaucratic apparatus, which serves, primarily, for
realization of politicians’ personal interests. The Cabinet of Ministers with its numerous
employees, inflated staffs of advisors, experts, analysts and assistants; the presidential
administration; and the supremely powerful Ministry of the Economy which only duplicates
the functions of dozens of other ministries and official bodies — are all bureaucratic
institutions which are not able to coordinate their joint work, and, thus, prevent the efficient
state regulation of economy.

Accordingly, we have the triple system of state regulation of economy: President,
together with a large administration, Cabinet of Ministers, and the “state within the state” —
the Ministry of the Economy. The Ministry of Finance could also be included into this list.
Even with our great budgetary deficit, we still maintain two — American and English systems
of governing simultaneously. Each of these countries, being highly developed, has a much
simpler system of governing. Particularly, in the USA, a President, when coming to power,
forms an administration, which governs the country and the economy and is responsible to the
nation for this. Meanwhile, Great Britain, with its exclusive reputation of good governance,
has different traditions. The leader of the party winning the elections becomes the Prime
Minister that forms his/her cabinet, which governs the country and, again, reports directly to
the nation. Ukraine still has to decide which system is more appropriate for the country in the
current conditions.

Given the underdeveloped political parties, in particular, those belonging to the
democratic wing, the system of presidential administration looks more appropriate for
Ukraine. According to the Constitution of Ukraine, President is a person enjoying nationwide
support throughout the country. So, presidential administration should govern the economy
and be responsible for it. Cabinet of Ministers as an institution could be abolished, and its
staff significantly reduced and transferred to the presidential administration. In order to
directly regulate the economic block of the administration, either the position of Vice-
President could be introduced, or those functions could be transferred over to the Minister of
Economy. In this case a President and his administration would bear direct responsibility for
everything happening in the country. Unfortunately, practice shows that our bodies of power
do not effectively cooperate to reform the economy, but just blame each other for their
mistakes. The state administration bodies have wide powers which they cannot use to quickly
de-regulate the economy, and, thus, to stimulate private business. Instead, they continue to
put excessive pressure on private business in order to preserve the conditions of their
existence.
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The leaders of our country often call up their foreign colleagues to invest money in
Ukraine. They justify the calls by Ukraine’s favorable European geographical position and
huge general potential. Obviously such calls cannot bring practical results, since foreign
entrepreneurs, creditors and investors are guided not by presidential orders (especially from
foreign countries) but rather by the attractiveness of the economic and investment climate in
the recipient country. The world competes intensively in terms of attracting foreign
investment, and capital goes to those countries with more favorable and transparent economic
laws that guarantee its safe functioning and allow for reasonably high return. Year after year
Ukraine loses more and more in this competition, and nowadays is placed somewhere in the
second hundred among the least developed countries on the investment risk rating list.

Regrettably, the economic and investment climate in Ukraine is one of the most
unfavorable in the world for foreign investors. It is no wonder, that Ukraine is not a real rival
in the global competition for capital. The reasons for Ukraine’s unattractiveness are numerous
and well known: over-regulation of the economy, high and complicated taxes, violations of
contractual agreements, etc. All these make it clear to the foreign investor that until now
Ukraine has not created the necessary pre-conditions for capital accumulation and its efficient
use. But, maybe the most serious sign of an unfavorable economic climate in Ukraine for
foreign investors is the under-investment of domestic capital. If a domestic investor is not
ready to take the risk of investing in his own economic environment, all the more reason that
a foreign investor would not be willing to undertake risky investment in Ukraine.

Because of this, Ukraine is unfortunately gaining the reputation of being a country
which is not able to develop quality investment projects, and is unable to effectively use
foreign investment resources to introduce real market transformation in the economy [14, pp.
30-36].

In Ukraine, governments saw their main reformation goal as deregulation of the
economy, which, according to the expectations, should secure foreign capital inflow to the
country. However, for foreign investors, institutional changes aimed at creating sustainable
long-term growth factors are much more important than deregulation. At the same time, the
decline in domestic aggregate demand for domestic industrial goods due to increased imports
and in the absence of corresponding growth in exports of processing industry was a factor in
deepening deindustrialization, as there were expansion of low-productivity and low-paid
activities in the primary sector. It is obvious that Ukraine will not be able to copy successful
models of such a policy due to the existing peculiarities of the domestic institutional
environment and external economic circumstances [15, p. 26].

In the policy of industrialization of Ukraine, it is advisable to abandon the reliance
exclusively on the use of current competitive advantages. It was the focus on cheap labor as a
competitive advantage that led to deindustrialization and “agrarization” of the economy in the
international division of labor. To overcome the technological backwardness of production,
attention should be paid to the development of promising competitive advantages based on
knowledge and technology. Research institutions of the National Academy of Sciences of
Ukraine don't lack promising developments in various fields of science & technology, but
lack experience in their commercialization and financial resources to enter international
markets.

It is possible to return to the path of industrialization and modernization of Ukraine's
economy with the active role of the state and state support within the long-term strategy of
economic development with the definition of a road map and benchmarks of innovation. It is
on the basis of this roadmap that the system of education and science needs to be reoriented.
Yrii Kindzerskyi is even more categorical in this regard, and it is difficult to disagree with
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him. «However, if Ukraine continues the course of complete withdrawal of the state from the
economy, the question of achieving the goals of sustainable development and inclusive
industrialization as its component cannot be raised” [15, p. 34].

Modernization options for Ukraine

In the series of successful economies, the Republic of Korea is a special example for
Ukraine, as in a historically short period of time it managed to become one of the most
technologically advanced countries in the world, becoming a member of the G20. In addition,
Korea has managed to become one of the leading investment countries at the global level and
take a high place among the world leaders in accumulated gold and foreign exchange reserves.

At present, our financial problems are reminiscent of the famous parable of the talent
buried in the ground, especially after reading financial declarations of domestic politicians
and high-level officials.

Judging by the declarations of high-ranking Ukrainian politicians and officials, the
range of cash money stored at home is from several thousand to millions of US dollars; more
so, one of the political leaders boasted a home hoard of several tens millions of US dollars. If
the declarations contain false information, then there are legal methods of punishment for
financial fraud, but if it is the case, the role of those citizens in the economy was described
almost two thousand years ago.  Simple arithmetic calculations suggest that our leading
politicians and high-ranking officials keep cash at home comparable to the country's annual
budget. The financial resources they hold offshore are not declared or quantified. That is, huge
financial resources are hidden outside the economy, which are so lacking to finance
development programs and economic reforms [See details in 16].

On the other hand, in Ukraine, in the conditions of preservation of the clan-oligarchic
economy, the priority for certain branches within the framework of economic policy are
practically not carried out. But each business has its own characteristics, a different cost
structure, and, as a result, a different effect on the economy.

For Ukraine, the Republic of Korea until recently remained on the periphery of relations,
despite the unprecedented rate of economic growth, high-quality medicine and huge
investment opportunities.

Several years ago, business community representatives of the Republic of Korea have
analyzed possibilities of opening a large car plant in Ukraine under the Hyundai or KIA brand.
This is a potential multibillion-dollar investment, hundreds of thousands of cars, billions of
dollars in export revenue. One such investor and one built plant could provide orders to
approximately 150-200 Ukrainian subcontractors of medium and small businesses. Each job
created in such a plant would lead to the creation of 10 more jobs in other industries. The
cumulative impact of employment and the emergence of subcontractors would result in a
significant increase in the purchasing power of the population and GDP growth.

Unfortunately, in early 2019, the headquarters of Hyundai and Kia Automotive closed
their offices in Ukraine and refocused on other countries. The official reason is a sharp drop in
sales of new cars over the past few years. Instead, Ukrainians have spent an average of about $
2.3 billion a year on imports of used cars over the past 5 years! And this, according to experts,
is still quite a conservative assessment of the Ukrainian market of imported used cars with
foreign registration. So, instead of protecting the interests of the domestic high-tech producers,
oligarchic lobby supports importing used foreign junk into the country [17, pp. 3-39].

In fact, the available import of used cars costs Ukraine much more than the direct
spending of citizens and becomes a visible brake on the country’s innovative development.
Thus, the already adopted anti-oligarchic laws and those that are still pending may help altering
the situation for the better. At the same time, the causality of the phenomenon of second-hand
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cars mass imports to Ukraine is not limited only to the government’s policy and the
oligarchic lobby’s influence on it but is deeply rooted in the mass traumatized consciousness
of the post-Soviet Ukrainian society, in which the models of personal consumption have still
little to do with such spiritual and moral values like patriotism, social responsibility or
solidarity.

Many South Korean companies are currently focusing on Central and Eastern European
countries, where they are opening factories and investing billions of dollars. For example, Kia
Motors Corporation has opened a car factory in Slovakia, Samsung SDI has opened a plant in
Hungary to produce batteries for electric vehicles.

Until 2014, more than 20 Korean companies-investors worked in Ukraine, and then their
number decreased to 12. As a result of a short-sighted economic policy of Ukraine, at the
beginning of 2021 the volume of direct Korean investments in the Ukrainian economy amounted
to only slightly more than $ 200 million. The largest volume of investments was directed to
enterprises in the industrial sector - 74.3%, to R&D - 23.6%, and the rest to trade and repair of
vehicles. Ukrainian investments in the ROK are totally absent. The reasons for such
insignificant investment cooperation between Ukraine and the ROK are well-known: distrust of
the law enforcement and legal system, corruption, and insecurity of property rights.

In his recent interview, the Ambassador of the Republic of Korea to Ukraine, Mr. Ki-
Chang Kwon, noted that the few remaining in Ukraine Korean entrepreneurs face discomfort of
the local business climate, and investing in Ukraine for small and medium-sized Korean
entrepreneurs is quite risky [18].

For instance, the South Korean company GS Construction invested $24 million in
2019 in the construction of two solar power plants in the Transcarpathian region with a
capacity of 12.6 and 11.5 MW. However, before their construction was completed, there
was a certain «green» tariff for renewable electricity, but in early 2020 the Ukrainian
government significantly reduced it. This undermined the planned return on investment, so
that the above business became unprofitable for foreign investors. And despite appeals to
government agencies, the problem still remains unresolved.

Several Korean small and medium-sized companies had a negative experience in
Ukraine. The reason is the fraudulent financial schemes of Ukrainian partners, under which the
Koreans investments were de facto expropriated by local Ukrainian partners. Korean companies
have repeatedly appealed to the Ukrainian courts, but all court decisions were slow and not in
their favor. Some lawsuits between Korean companies in Ukraine have been going on for 10
years. There are several complaints from South Korean and EU investors waiting for a fair and
speedy settlement of investment disputes [18].

Many years of litigation are a bad signal for foreign investors about insecurity of
investments in Ukraine. This forces Koreans to refrain from investing in the Ukrainian
economy. It is known that Ukraine has a powerful agricultural sector, a tangible potential in
space, defense, and IT industries. According to the Korean side, investors are interested in
these industries. This is confirmed by the presence of the Samsung Research Center in Kyiyv,
which employs about 600 Ukrainian engineers involved in the development of apps for
phones and software of the Korean company. In the same interview the Ambassador of the
Republic of Korea to Ukraine also noted that Ukraine has excellent human resources,
advanced technologies in the aerospace and defense industries. There are many assets here to
take advantage of. To put it simply, Ukraine's potential is far from being fully utilized.

Korea’s modernization landscape

Despite many present crisis challenges, including COVID-19, in the global economy in
recent years, from which the Korean economy has also been hit hard, the situation in the
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country has now stabilized due to targeted government’s urgent measures. Today the
country's economy is based on the production of consumer goods that are also exported to
world markets. Support of the home consumption in South Korea has always been one of the
priority instruments for maintaining high level of the national economy growth. For the recent
years, however, living standards growth slowed down and Korea has confronted additional
new challenges than those it had been successfully dealing with before.

To balance the crises downfall influence the government of Korea initiated some
urgent steps aimed at maintaining the growth rates of the national economy and preventing a
drop in the living standard of citizens. The IMF research paper on South Korea among such
urgent measures highlights facilitating structural transformations and a special post-COVID
Korean New Deal (KND):

“The KND is a five-year development strategy that seeks to support the transformation
toward a more digital and green economy by 1) strengthening digital capacity, 2) accelerating
the transition toward a low-carbon economy, and 3) pursuing an overarching strategy of
strengthening the social safety net... Within these three pillars, the government plans 28
projects in nine key areas with estimated government funding of KRW 114.1 trillion (around
US $ 57 billion.) through 2025, or about 1 percent of GDP per year... The KND could
reinvigorate growth through multiple channels. Through these projects, the government
expects to mobilize large-scale private investment by creating new markets, stimulating
private demand, and improving regulations [19, p. 23].

“Indeed, to get out of the COVID crisis, further modernize the economy, and restore
high growth rates, significant financial resources are needed. South Korea has such
opportunities and for the five-year period until 2025, the country's economy will purposefully
receive about 57 billion US dollars for these goals alone.

The example of Poland also demonstrates the need for significant financial support to
overcome the current crisis. Unlike South Korea, Poland does not have such significant
financial resources of its own, but Poland has established effective relations with the EU in
terms of the inflow of financial resources. Polish Prime Minister Mateusz Morawiecki
presented a number of provisions of the National Economic Recovery Plan (Plan) after the
pandemic. Poland is investing about 20 billion zlotys in the health care system (almost 4.5
billion euro). In addition, the Plan envisages investments in modernizing the economy, in
ecological and smart mobility, as well as in renewable energy and reduction of energy
consumption. To fulfill these tasks, within 5 years till 2025 inclusive Poland will receive
about euro 58 billion from the EU budget through the European Union Reconstruction Fund,
including almost euro 24 billion in the form of non-repayable subsidies” [20].

Among the industries to which the financial support of the KND will be directed, three
main industries can be distinguished, which at the present stage form the basis of the country's
economy: automotive, electronics, and shipbuilding

The automotive industry in Korea has long been the fastest growing industry, and the
major auto companies are well known throughout the world. The automotive industry
accounts for 9.4% of the total value added. In the share of exports of the country the products
of auto concerns make up 8.3%, employing some 7.4% of the country's able-bodied
population. Today, Korean companies rank fifth in the global automotive market. Among the
leading Korean carmakers, the following should be highlighted:

1. Hyundai Motor

2. Kia Motors

3. GM Daewoo Auto & Technology

4. SsangYong Motor Company
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5. Renault Samsung Motors

It is important to note that the model range of each car manufacturer is constantly
expanding, and the automotive industry itself remains an important component of economic
stability for the country.

The worldwide digitalization trend has only strengthened the position of Korea's
electronics industry, which produces not only the entire range of consumer electronics, but also
telecommunications equipment. The consumer electronics market average annual production is
more than $17 billion and the bulk of the equipment is exported. The leaders of the Korean
electronics industry are world known:

1. LG

2. Samsung

3. Daewoo Electronics

The telecommunications equipment market in Korea is more than 1,5 times larger
than the consumer electronics market and its average annual production reaches $ 28
billion. This situation became possible due to the high demand for such products in the
domestic market. In Korea, integrated circuits, diodes and transistors form the basis of all
modern digital technology. Over the years, the share of electronics industry in the country’s
total exports reached 10%. It is important to note that Korea today is the main global
manufacturer of chips, supplying them to all developed countries of the world.

The shipbuilding industry in Korea includes not only the construction of ships of all
types, but also their design and repair. Active growth of this industry stimulates, in its turn,
the development of many related industries, like chemical and metallurgical. Today, three
leading companies are engaged in shipbuilding in Korea:

1. Hyundai Heavy Industries

2. Daewoo Shipbuilding & Marine Engineering

3. Samsung Heavy Industries

Over the past 30 years, shipbuilding in Korea has developed very rapidly and over the
past decade the share of this country in the world shipbuilding market in the production of
expensive ships regularly amounts to almost 60% [21].

Unfortunately, Ukraine has neither own financial resources to overcome the current
crisis and successfully carry out reforms, nor the ability to mobilize funds from external
sources. Nevertheless, Ukraine has significant potential for drawing the necessary financial
resources into the economy [22]. First of all, it is necessary to stimulate the flow of huge
financial resources into the banking system of Ukraine located at private hiding places or
offshore; it is also necessary to significantly improve the investment climate in the country, to
which the government's efforts are already directed. Achievement of these two goals will
strengthen relations with international financial organizations, which will lead to a further
increase in the inflow of investments into the country.

Conclusion

Given Confucian Korea outstanding performance during the life of one generation and
geostrategic similarity with Ukraine, it is expedient to use positive experience of this country
fully or at least partially in attaining the priority goals of Ukraine’s reform strategy.

Priorities include restoring the country's good governance system, decentralization,
abolishing monopolies, fighting corruption at all levels, effectively reforming the judiciary
and solving other important problems, as was once done in South Korea.

In South Korea, the president's political instruments were used to bring about vigorous
and effective changes in public policy. The success of the reforms was also largely ensured by
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the rigidity in making, and especially in the implementation of vital decisions, which is
critically important for modern Ukraine.

World practice confirms that blind copying of someone else's experience does not lead
to the expected results of the original. Ukraine doesn’t need to fully copy the experience of
South Korea due to a number of economic and political peculiarities. On the one hand, our
society cannot yet be called fully mature, since the level of legal awareness and understanding
of the basic requirements of modern socio-economic life is clearly not sufficient. On the other
hand, the country could adapt the positive experience of South Korea and successfully apply it
to promote reforms and modernize the economy.

Industrialization and modernization of the South Korean economy was carried out with
significant support from American aid flows, and in a later period - with the support of
multibillion-dollar loans and private direct investments. So far, Ukraine can hardly count on
significant financial support from donors, investors or international financial organizations.

Nevertheless, Ukraine has significant potential for drawing the necessary financial
resources into the economy. First of all, it is necessary to stimulate the flow of huge financial
resources located at private hiding places or offshore into the banking system of Ukraine; it is
also necessary to significantly improve the investment climate in the country, to which the
government's efforts are already directed. Achievement of these two goals will strengthen
relations with international financial institutions, which will have a cumulative effect on the
further increase in investment inflows into the country.
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