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THE CLASH OF CAPITALS: UKRAINE AS VICTIM NATIONAL
AND GLOBAL PROCESSES

The development and transformation of the
world-system [1] is characterized by a clash between
capitals, which are manifested in mutually contradicto-
ry processes of cooperation and competition at all lev-
els (micro-, macro- and global). These processes on the
one hand provides the progress of social development,
and on the other are the cause of various kinds of disas-
ters in socio-economic life of peoples and Nations
from economic crises to local and global armed con-
flict. First World War is classic example of large-scale
military conflict as result of clashing capitals at global
level [2, p. 299-426]. A. Buzgalin notes analogy:
"clash in Ukraine is a miniature "farcical" copy of the
tragic situation prevailing in Europe before the First
World War" [3]. It is not allowing increase wealth of
Ukraine [4].

The research of this problem is due to her im-
portance to economic, social and geopolitical sides for
Ukraine. This confirms a significant number of scien-
tific publications. However, the simultaneous analysis
of the role of capital in this process at the global and
national level have not been conducted, which led to
the choice of research objectives and its novelty.

The aim of this study is to systematize the basic
processes of concentration of national capital in
Ukraine, evaluation of its role in the global confronta-
tion of capital and their aggregate impact on the crisis.
As a theoretical basis for the research used the theory
of evolution, and the methodological approach the
ascent from the abstract (the interaction of capitals) to
specific (the clash of capital directly in Ukraine and
around it).

In this article, capital is defined as "self-
expanding value," which "can be understood only as
motion, not as a thing that dwells alone" [5, p.121].
Capital is constantly striving to reproduce itself and
increasing (expansion) at maximum speed. Description
priority essential characteristics of capital successfully
fits the statement of the famous capitalist C. Rhodes
"expansion is everything" [6, p.52].

The principal difference capital from a self-
employed entrepreneur is freedom in decision making.
Self-employed entrepreneur can operates on their own
on the free market, the public or voluntary sector, and
at any time to terminate its activity. Individual capital
is integral part of the capitalist world-system. One is
fully subordinated to the universal rules and can act
only according to them. Therefore, the will of the indi-
vidual, as a representative of big capital, is significant-

ly limited. Generally accepted indicators of business
performance (profitability, market share, etc.) and ex-
isting rules (qualification requirements for personnel,
environmental standards, etc.) prevail over the logic of
managerial decision-making representatives of big
capital.

According to evolutionary theory of economic
transformations the interaction of aggregate capital
(and individual firms) is determined according to the
rules (1) the behavior of individual capital, (2) interac-
tion of capitals among themselves, (3) the emergence
of new capital, (4) leaving the existing system of ag-
gregate capital (by analogy [7, p.13]).

Among the methods of implementation of these
rules, you can select a number of essential characteris-
tics. The behavior of individual capital (rule #1) can be
described as intensive and extensive way. Intensive
way involves the increase of capital due to a more
productive use of factors of production. The extensive
way is realized due to the absorption or submission of
other capital.

Capitals are always interacting as competitors or
as partners. A special case is the one desire of capital to
subjugate another, or to resist a hostile mergers and
acquisitions. Thus the highest form of cooperation can
be considered a mutually agreed merger of capital.

Implementation of rule (2) of the interaction of
capitals among themselves depends on their size
(scale). If the capital "A" significantly more capital "B"
and they will interact, the capital "A" will seek to ab-
sorb the capital "B". At the same time the capital "B"
would oppose a hostile acquisition. If the capital "A" is
commensurate with the size of the capital "B", then the
interaction will occur without the submission attempts
one capital by another and potential for cooperation
will be higher.

The emergence of new capital (rule #3) takes
place through the isolation (separation) from existing
now capital (through privatization; at least — as a result
of activities of competition authorities or voluntary
fragmentation of capital by decision of the owners or
shareholders). An alternative version of the origin of
capital is creating it from scratch through the use of
redistributed added value in the form of investment or
pure cooperation of living labor.

M&A is the main way of leaving of the certain
capital from the existing system of capitals. It should
be noted that nationalization is a transition under the
control of the state capital. The second way out of the
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current system of capitals is the actual (physical) elim-

Generalization for implementations of the rules is

ination of capital, without further productive use of presented in Table 1.

their material or intellectual components.

Table 1

The main ways of implementation of the rules of interaction of capitals

Rule

The main ways of implementation of the rules

(1) the behavior of individu-
al capital

- extensive expansion
- intensive expansion

(2) interaction of capitals
among themselves
- absorption (M&A)

- competition (for resources, for markets, etc.)
- co-operation within the value chain; advocacy of common interests, etc.)

- counteraction to the acquisitions

(3) the emergence of new
capital

- the isolation (separation) from existing now capital
- creating capital from scratch

(4) leaving the existing sys-
tem of aggregate capital

- acquisition

component)

- liquidation (bankruptcy without further use of the material or intellectual

The behavior of individual capital causes the rules
of its interaction with other capitals. So intense method
of expansion of capital leads to cooperation with other
capitals; extensive - to clash with other capitals on the
inside or outside of the arena.

According to described logic below is an analysis
of the interaction of capitals inside Ukraine (inclusive
Donbass) and on the international level.

Clash of the national capitals in Ukraine

The transformation of Ukraine's economy from a
socialist to a capitalist model in the beginning of 90-s
of the 20th century was accompanied by an attempt
civilized concentration of capitals by means of "vouch-
ers". This reform failed. The accumulation of capital
began to pass beyond the right field. As a result, the
formation and interaction of capital was related to the
overall economic situation of the country and the dy-
namics of its changes (Fig.1)
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Fig. 1. Dynamics of Ukraine's GDP 1991-2013 in % to 1990 [8] and the average number
of ordered assassinations in Ukraine in 1997-2011 [9]

Acute phase uncivilized (criminal) capital acquisi-
tions each other was passed in 1995-1996 [10] for a
couple of years to a peak of falling of economy of
Ukraine (1998-1999). The transition to conditionally
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legal way interaction of capital became one of the fac-
tors for future economic growth.

When Ukraine's economy entered the recovery
phase (2000-2008), the number of assassinations is
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dramatically reduced. Capitals begin to prefer to re-
solve disputes in the courts and through the growing
influence of the Central authorities and local self-
government. The most common formula for the incre-
ment of capital becomes "Money", "Power" - "the
Money plus". Each capital seeks to invest in elections
and lobby for the appointment of the necessary offi-
cials for the proper conduct of privatization tenders and
public procurement.

Therefore, in the framework of natural selection
entrenched scheme "investment in strengthening politi-
cal influence" - "privatization of state-owned asset
below market value" - "borrowings, secured previously
privatized asset" - "using the main part of the funds in
the privatization of a new asset, and the remaining part
on the modernization of previously privatized asset”.
Moreover, privatization is always the first place, be-
cause the profitability of capital investment and the rate
of increment are higher.

A consequence of this interaction was the for-
mation of financial-industrial groups and the desire of
capital to vertical integration to ensure independence
from other capitals and reduce the potential for re-
privatization through the transfer of non-productive
functions of the management company (e.g., account-
ing, procurement, sales, recruiting, etc.).

According to the results of the power struggle all
major Ukrainian capital at each moment of time is
divided into "Pro-government" and "opposition". The
political cycle of elections synchronized with the ag-
gravation of confrontation between these groups of
capital. Thus, only in the context of economic growth
was made possible bloodless transfer of power accord-
ing to the results of the "Maidan #1".

Such a behavioral model of capital in Ukraine led
to the fixation technologically outdated structure of the
economy that limited the possibilities to ensure its
social orientation [11]. This is clearly seen in the com-
parative analysis of the contribution of different tech-
nological paradigms in the structure of Ukraine's econ-
omy and major national economies, who are selling
their interests in Ukraine (table 2).

Table 2
Waves of technological innovations in the structure
of the economy [12, p.26]

The wave of technological innovations,
Country % in the economy of the country
i v \Y \
USA 10 20 60-65 5-7
Russia 25-30 55-60 15-20 1,5
China 30-35 40-45 30-35 3
Ukraine 55-60 30-35 5-7 0,1

In Ukraine dominates the third technological
wave, the core of which includes the production and
rolled of steel, the export of which is the main source

of foreign exchange earnings of the country. And it's
basis of the formation of the leading financial-
industrial groups.

A typical illustration of the focus on freezing the
current structure of the economy can be considered to
be developed by consulting company Monitor group
(under the auspices of the SCM group) on the threshold
of the crisis of 2008 strategy for the development of
the Donbass region until 2025 (“The Donbass 2025:
strategy for the future"). According to this strategy the
main directions of economic development of the Do-
netsk region must be become metallurgical and agro-
industrial clusters, which is fully consistent with the
interests of the financial-industrial group SCM and
APK-invest, but did not improve the manufacturability
of the economy of the region and the country. As noted
by the incumbent at that time the head of the Donetsk
regional state administration V. Logvinenko "selected
key clusters, in fact, a "conservation" the existing
structure of the regional economy" [13].

Thus, it can be argued that the Ukrainian capital is
not able to respond constructively to the challenges of
modernity on ensuring the structural transformations
and the fact has exacerbated the crisis, because the
outdated structure of the economy has reduced the
opportunities for the intensive use of capital and con-
tributed to its aspirations for extensive expansion.

As a result of transformation of economy of
Ukraine during the 1st and 2nd stage 1991-2008 there's
a certain profile for major Ukrainian capital (table 3),
which differs significantly from the profile of a typical
large-scale capital into other countries with its focus on
the use of the state for internal expansion instead ex-
ternal one.

Table 3
Profile of major Ukrainian capital
Way of implementation The dominant
of evolutionary rule characteristic
(1) Way of expansion capital |Extensive extension
(2) Way of the interaction of|Absorption of other
capitals capitals inside the
country
(3) Way of emergence of new|Separation from exist-
capital ing capital (usually it's
separation from state
capital)
(4) Way of leaving the exist-|Hostile takeover
ing system of capitals

At the end of 2008 the economy of Ukraine enters
a phase of recession. As a consequence, the ability of
capitals to agree among themselves is decreasing. The
voltage between the capital increases. Against this
background, President Viktor Yanukovych from 2010
begins to form his own major business, and that led to
the main difference between the "Maidan #1 (2004)
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and "Maidan #2" (2013). If first Maidan in 2004 pur-
sued as a goal the change of roles between the capital
that has the maximum impact on power and capital in
the "opposition". Maidan #2 had additional goal in the
form of the elimination of immature player. And the
"opposition" and "Pro-government" capital resisted the
formation of a new oligarchic group i.e. the transfor-
mation of power in the money in the personal interests
of President Viktor Yanukovych, and not capital,
which brought him to power. As a result, "pro-
government" capitals as at the end of 2013, took a
neutral position relatively events on the Maidan #2", as
evidenced by the information policy of controlled them
media.

Thus, it can be argued that the hard clash of capi-
tals in Ukraine is a natural event in the framework of
an evolutionary theory of economic transformations.
However, the extension of the conflict to the scale of
military confrontation in Donbass was caused by clash
of capitals on global level in the same time.

The role of global capitals in the development
of the crisis in Ukraine

Given the minor role of the Ukrainian economy in
the world (by PPP GDP of Ukraine is 0.39% of global
GDP) the global level largely determines the socio-
economic processes in Ukraine.

Currently on the territory of Ukraine are actively
implementing their interests, the representatives of the
three poles of concentration of capital: the USA, the

EU (primarily capitals’ of German and French), Rus-
sia. Although the Chinese's capital is not actively lob-
bying for its interests in Ukraine, however, playing an
important role at the global level and so it should be
considered. The strength of capital of these countries
can be assessed as a share of GDP at purchasing power
parity in the global economy. The share of US is
16.45%, China - 15.84%, Germany — 3.45%, Russia —
3.43%. Consequently, the amount of the Ukraine's
capital inferior to the amount of capital U.S. in 43
times, China — 41, Germany and Russia — in 9 times.
We have the proportion: capital of U.S.: capital of
China : capital of Germany : capital of Russia : capital
of Ukraine= 43 : 41 : 9 : 9 : 1. Thus, the Ukrainian's
capital interacts and is opposed to global capitals, each
of which are significantly greater in scope (Fig. 2).
Moreover, the importance of trade cooperation be-
tween the global capitals is above interaction with the
Ukrainian's capital. For instance, the volume of trade
of Russia and the Ukraine less than Russia and Germa-
ny more than 2 times.

Therelationship between capitals should be con-
sidered from the perspective of benefits and costs for
each of them. This allows characterizing the motivation
of the individual capitals. As a measure of influence of
one national capital to another one selected ratio of
trade (imports plus exports) to GDP PPP international
dollars. Thus, the relationship of larger and smaller
capital is characterized by a more significant influence
of the first on the second, and accordingly, the less
significant the influence of the second to the first.

Fig. 2. The mutual influence of capital on a global level'

! Figure compiled by the author as a result of generalization of the following sources of information: [14-17].
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Dominant position in the world is the U.S. capital
through its management of global financial capital. The
main purpose of the capital of the U.S. is at least to
maintain the status quo in the world. It's assumes con-
tinued use of the US dollar as the main reserve curren-
cy and means of international trade settlements and
related financial infrastructure, including rating agen-
cies, stock exchanges, insurance institutions, etc. At the
same time a it's searching for opportunities to expand
the use of capital. Trading relations of US are essential
for Germany. Its trade with the United States is about
5% of GDP. The effect on equity of China is more than
3% of GDP, and Russia and Ukraine about 1% of
GDP. The capital of the USA is substantially depend-
ent only from China, and to some extent from Germa-
ny. At the same time, the trade links capital of the USA
with the Russian capital is minimally (0.23% of GDP),
and from the Ukrainian capital is negligible (0.02% of
GDP). This situation allows USA capital is using sanc-
tions against smaller capitals without painless for your-
self.

The realization of these aspirations necessitates:
1) leave in a subordinate position (at least normatively)
Chinese, European and Russian capitals; 2) minimiza-
tion of cooperation between the German (European)
and Russian capitals; 3) creating a Transatlantic Free
Trade Area (TAFTA) with the EU. Bce Tpu myHkra
B3aMMHO 3aBUCHMBI. Disintegration of German and
Russian capitals, which can be implemented at the
expense of military-political conflict in Ukraine, in-
creases the probability of creating a transatlantic free
trade area and as a consequence strengthening the lead-
ing position of capital of the USA in the world.

Foreign trade relations of Germany heavily de-
pend on China and the United States. The importance
of trade relations with Russia is twice lower. The role
of the Ukrainian's capital is not significant for Germa-
ny.

In the framework of the described linkages the
German's capital has the following priority interests:

1) to limit the growing influence of the USA's
capital through braking formation of TAFTA, the crea-
tion of which is being postponed;

2) to gain profit from cooperation with Chinese
and Russian capitals;

3) to subjugate the Ukrainian's capital and com-
modity market.

Russian capital, on the one hand, wants to weaken
the control of the financial capital of the USA, continue
the cooperation with German and Chinese capital and
to deepen it, and subjugate the Ukrainian capital based
on existing significant impact on trade (9.76% of
Ukraine's GDP).

Russian capital gains from moderate military and
political instability in Ukraine, because in this case
decreases the probability of the inflow of Western
capital into this territory and the risk of a significant
reduction in cooperation between Russian and Western
capital remains insignificant.

Chinese capital tries to go out from the subordina-
tion of the financial capital of the USA and strengthen

its cooperation with the EU, including through the
revival of the new Silk Road, part of which is Ukraine.
This will allow him to claim a place the U.S. in the
global economy.

Thus, global players in varying degrees, have cer-
tain interests in Ukraine and defend them to the best of
my ability, disregarding the interests of Ukraine itself,
which is not have possible to actively oppose them.

Conclusions

In the framework of an evolutionary theory of
economic change, the national capitals of the individu-
al countries have an attraction to a certain profile. Pro-
file of the national capital in Ukraine differs from the
profile of the national capital in Germany, China, Rus-
sia and USA. Ukrainian major business tends to exten-
sive expansion and is considering the state "Ukraine"
as a tool for the acquisition of capital within the coun-
try. The capitals of Germany, China, Russia and the
United States see their national government as a tool to
protect their interests at the global level.

Profile of the national capital leaded to the outdat-
ed structure of the economy of Ukraine, which reduced
opportunities for economic progress and is caused
constant social tension. Minor global scale Ukrainian
capital and fragmentation at the national level deprived
itself subjectivity in international confrontation of capi-
tals.

Transformation of the "opposition" capital into
"pro-government" in 2013-2014 has been the trigger
socio-political crisis in Ukraine, which on the back-
ground of a global clash of the capitals acquired the
scale of armed conflict.

In the coming years, given the profile of the na-
tional capital in Ukraine, we can expect further con-
frontation inside the new "pro-government" capital,
and between "pro-government" and "the opposition"
capitals. Opportunities for concentration of capital in
the framework of the nation state most likely are lost
and the Ukrainian capital will be subordinated to Euro-
pean capital or Russian capital, or them simultaneous-
ly.

Optimistic for Ukraine can be considered a sce-
nario under which the United national capital will be
able to change your profile and become an independent
player on the global scale. This involves the simultane-
ous reduction of dependence on Western capital and
strengthening opposition of Russian capital (the return
of the property rights abroad; payment of debts to the
IMF and the completion of cooperation; the concentra-
tion of the national capital within Ukraine; not entering
into nor in the Customs Union of the Eurasian Eco-
nomic Union, nor in the Free Trade Zone with the EU).
The possibility of realization of such a scenario is ex-
tremely unlikely.
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BumneBcbkuii O. C. 3iTkHeHHs KamiTaJjiBb:
Ykpaina sik ;KepTBa HaUiOHAJbHUX i IV100aJbHHUX
npoieciB

VY crarti po3rasHyTO (HOpMYyBaHHS NPOdLIIO Be-
JIUKOTO HAIIOHAJILHOTO Kamitany B YKpaiHi 3TigHO
SBOJIIOIINHOI Teopil eKOHOMIYHHX TpaHc(opMariid. B
SIKOCTI KJIFOYOBOI XapaKTEPUCTUKU BHUSBICHO HOTO
CIPSIMOBAHICTh Ha EKCHAHCII0 i OOpOoThOYy BCepeauHi
KpaiHW, 110 MiJpUBa€e CTIHKICTh JepKaBH OCOOIMBO B
nepiog Kpu3u. Takox MOKa3aHo, IO 3ITKHEHHS Karli-
TaJliB Ha IJOOATEHOMY DiBHI 3yMOBHJIO MOXIIMBICTb
MePEepPOCTaHHsI COMIaIbHOT HECTaOIILHOCTI B 30pOHHMI
KoHQIIKT B Ykpaini y 2013-2014 pp.

Kniwouosi crosa: 31TKHEHHS KaIiTajiB, €BOJIOLIII-
Ha Teopis EKOHOMIYHMX TpaHcdopmariid, mnpodias
YKpPaiHCHKOTO KaITiTay.

BummneBcknii A. C. CToJKHOBeHHMe KalUTAa-
JIOB: YKpanHa KaK KepTBa HAIMOHAJIBHBIX U IJI0-
0aJbHBIX NPOIECCOB

B crathe paccMoTpeHo dopMupoBanue mpoduis
KPYITHOTO HAIIMOHAJTBHOTO KamlWTalia B YKpawHE CO-
[JIACHO  DJBOJIIOIMOHHOM TEOpPHH  AKOHOMHYECKUX
Tpanchopmanuii. B kadecTBe KIIFOUEBOW OCOOCHHOCTH
BBISIBJICHO €TI0 HAIICJICHHOCTh Ha AKCIAHCHIO U 00phOY
CTpaHbI, YTO IMOJPHIBAECT YCTOHYMBOCTH TOCYAAapCTBA
0cOOCHHO B mepuon Kpu3uca. Takke MOKa3aHO, YTO
CTOJIKHOBCHHE KAaIUTAJIOB Ha IIOOAIBHOM YpOBHE
00yCIIOBIIIO BO3MOKHOCTE TEPEPACTAHUS COIMATBHON
HECTaOMIBHOCTH B BOOPY)KCHHBIN KOH(MIHUKT HA YKpa-
nue B 2013-2014 rr.

Kiouesvie cnosa: CTONTKHOBEHHE KAIUTAJIOB,
SBOJIOIIMOHHAS TEOPUs SKOHOMHYECKUX TpaHchopma-
UH, TpoHITb YKPAMHCKOTO KaIUTaIa.

Vishnevsky O. S. The Clash of Capitals:
Ukraine as Victim National and Global Processes

The article considers the formation of a profile of
major national capital in Ukraine according to evolu-
tionary theory of economic transformation. The
Ukraine capital focuses on expansion and the clash into
the country. It's undermining stability of the state espe-
cially in times of crisis. It is also shown that the clash
of capital at the global level led to the possibility of
escalating social unrest into the armed conflict in
Ukraine in 2013-2014.

Keywords: clash of capitals, an evolutionary theo-
ry of economic transformations the profile of the
Ukrainian capital.
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