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THE ROLE OF FOREIGN INVESTMENT IN THE ECONOMY OF
UKRAINE

POJIb IHO3EMHUX IHBECTHUIIIA B EKOHOMIIII YKPATHA
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VY cTarTi po3risIHYTO POJb 1HO3EMHOTO KamiTalny B eKoHoMili Ykpainu. Pozkpuro
OCHOBHI MUTaHHS CTOCOBHO IHBECTYBaHHS. BHCBITIICHO MO3UTHBHI Ta HETaTHBHI aCIEKTH
IHBECTULIIHHOTO KiIiMaTy B YKpaiHi. Po3rnsHyTo ¢akropu, sfKi MarTh MNEpIIOYEProBe
3HAYCHHS I 1IHO3EMHHUX 1HBECTOPIB IMPH BUPIMICHH] MUTaHb CTOCOBHO BKJIATy TPOIIICH.

Knrouosi crosa: 1HBeCTHIll, IHBECTOPH, IIPaBOBa CHCTEeMa, OFOJKET KpaiHH, pUHKOBI
BITHOCHHH.

B crarbe paccmMoTpeHa posib MHOCTPAHHOI'O KallUTalla B 3KOHOMHUKE Y KpauHBIL.
PacKpbITBl OCHOBHBIE BOIIPOCHI OTHOCUTEIIBHO MHBECTUPOBaHUA. OCBEIIEHBI I03UTUBHBIE U
HEraTUBHbIE aCIEKThl WHBECTULIMOHHOTO KiuMmaTa B YKpauHe. PaccMmoTpensl (axkTopsl,
KOTOpPBbIE UMEIOT IEPBOCTEIICHHOE 3HAYEHUE JJI1 MHOCTPAHHBIX UHBECTOPOB IIPU PELICHUU
BOIIPOCOB I10 BKJIaAy JCHET.

Kniouegvle cnosa: WHBECTUIMM, WUHBECTOPBI, NPABOBas CHCTEMa, OFOJKET CTpaHBI,
PBIHOYHBIE OTHOLIEHUS.

The article examines the role of foreign capital in Ukraine's economy. The basic
questions of investment are considered. The article highlights the positive and negative
aspects of the investment climate in Ukraine. Foreign and domestic factors that are very
important for foreign investors in matters concerning the money deposits are considered.

Key words: investments, investors, the legal system, the country's budget, market
relations.

Formulation of the problem in general... The study of investment problems has
always been very important, because investments affect the foundations of economic
activity, determining the process of economic growth as a whole.

Analysis of recent research and publications. Many scientists and scholars are
engaged in the study of this problem: G. Alexander, J. Bailey, D. Epstein, P. Haidutsky, N.
Ighoshyn, K. Meyer, O. Nosova, W. Sharpe, J. Thompson. The following scholars as S.
Aptekar, 1. Blank, M. Chumachenko, N. Datsiy, V. Gluschenko, V. Grinyova, were dealing
with the problem of getting foreign investments and creating a favourable investment
climate in Ukraine.
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Aim of the article is to show the impact of foreign direct investment on the
development of Ukraine's economy, and identify the main problems in the investment
climate in Ukraine.

The investment attractiveness of Ukraine is a strategic issue, as it stands in the way of
economic reforms and integration into the world economic sector, which, among other
issues, require significant financing. To solve this issue the country should create a
favorable investment climate and reach the status of the investment-attractive country.

Nowadays, Ukraine's economy needs structural adjustment and economic reforms to
achieve effective use of productive capacities. But because of the limited resources Ukraine
needs in foreign capital. This can be expressed in the form of loans, direct and portfolio
investments. Given the perilous state of Ukraine’s economy, improving the country’s
investment climate has been of paramount importance for some time. Over the last few
years the Ukrainian economy has been staring firmly down the barrel of default. Foreign
investment makes it possible to meet the temporary needs of the domestic producer in
finance. So what it is foreign investment?

Foreign investments are all types of investment and intellectual property by foreign
investors, as well as foreign branches in the objects of entrepreneurial and other activities on
the territory of Ukraine in order to generate income. Foreign investment should be viewed
as a stimulant of economic development and political stability the main directions of
investment processes are part of the overall economic strategy. At the same time, foreign
investment can have a positive effect on the balance of payments of the state, the level of
employment, the restructuring of the economy, introduction of new technologies and others
[2].

Without investment it is impossible to ensure the competitiveness of manufacturers
in the domestic and foreign markets. The processes of structural and qualitative renewal of
global commodity production and market infrastructure occur exclusively by and at the
expense of investment. The more intense it is carried out, the faster the reproduction
process, the more effective market transformation occur. Foreign investments are one of the
decisive factors of the entire economic policy of many countries. Without them you can not
quickly overcome the economic crisis, to ensure the growth of social effect, macrostructure
balance, salary increases to the level of stimulation to its high performance and market
solvency, projecting a powerful catalyst for the overall economic recovery and gradual
change [1]. Foreign investment takes place in the presence of two main factors: motivation
and control. Each investment process is carried out and developed in specific and in many
ways of unique internal and external social, economic and political conditions [5].

Attracting foreign capital provides a variety of benefits and advantages for future
economic development. At this stage Ukraine should create a favourable investment
environment to attract huge financial resources. Foreign investment is really important to
modernize the Ukrainian economy. First, foreign investment brings not only capital, but
also modern technology. This leads to increasing of competitiveness, improvement of the
quality of products and services and helps to reduce the costs. Second, attracting of foreign
investment leads to restoration and expansion of capital, implementation of investment
programs, the rise of the economy, the saturation of the domestic market with competitive
goods and services. Third, the direction of foreign investment in specific projects is always
accompanied by retraining and training of personnel that helps domestic employees to
obtain knowledge for effective use of new technologies and to obtain international
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contracts. Fourth, foreign investment leads to getting experience of the world economy,
promote further improvement of the investment climate for both foreign and domestic
investors. Fifth, the infusion of foreign investment accelerates the integration process of
Ukraine in the world economy, leading to the development of integration processes of
globalization, promotes and enables the country to occupy a leading place in the world
economy [7]. These arguments suggest increasing the level of foreign investment in the
economy of Ukraine for its growth and recovery.

From January to June 2015 the foreign investors invested $1042,4 million in Ukraine,
and took out $351,3 million of direct investments (share capital). Reduction of the share
capital cost due to reassessment, losses and requalification amounted $3604 million,
including $3539,3 million lost due to exchange rate difference. In the year 2015 the
investments floated from 133 countries. The EU countries made $ 33154,9 million of the
investments (77.4% of total share capital), the other countries of the world scored $ 9696,4
million (22,6%). More than 83% of direct investments accrue to ten major countries-
investors: Cyprus — $ 12274,1 million, Germany — $ 5489,0 million, the Netherlands — $
5108 million, Russia — $ 2685,6 million, Austria — $ 2354,3 million, UK — $ 19539
million, the British Virgin Islands — $1872,6 million, France — $1539,2 million,
Switzerland — $ 1371,2 million and Italy — $ 966,6 million [6]. Foreign investments are
unevenly distributed across regions. The priority in terms the analysis of policy reforms are:
Dnipropetrovsk, Donetsk, Zaporozhye, Kiev, Lviv, Odessa, Kharkiv region and Kiev [4].
Greater investment in Ukraine comes from the USA, Germany, England.

Investing in Ukraine's economy has of positive and negative sides. There are some
advantages. UN experts include Ukraine into the twenty most attractive for foreign direct
investment countries, due to branches that are oriented to domestic consumption (banking
and insurance, communications, high technology). In the near future Ukraine can become
profitable for European manufacturing shop, a leader in attracting investment in the
electronic industry. Ukraine already operating plants «Flextronics International»
(Singapore) and «Jabil Circuit» (USA) — companies that produce products for «Ericsson»,
«Nokiay, «Philips» and so on. Other multinationals such as «Intel» and «Foxconny, is also
planning to establish production in Ukraine. Therefore, special attention is drawn to the oil
and gas facilities, pipe and power industry, the consumer sector. One of the main
prerequisites of successful investment is low and predictable inflation of prices in the
economy [3]. For this to control income and expenditure budget, problem solving debt
burdens. Increased investment activity recorded in the Land Transport, wholesale trade,
trade cars and construction.

There are also some disadvantages. However, representatives of many foreign
companies argued that the proceeds of large-scale investment in Ukraine is complicated by
the lack of stability. Consequently, the attractiveness of Ukrainian companies for foreign
investors is not reduced, but some of them occupy the fence. Today, the main risks in
Ukraine are frequently changing legislation, remains unresolved land issues in the areas of
water and road transport, post and communication, and some other investment activity
slowed [8].

So, studies show that investment is an important criterion in the Ukrainian economy
and the formation of the relevant forms of management. Attracting foreign capital in the
national economy is one of the key factors of market reforms country in transition.
Investment climate is a system of diverse natural and geographical, financial, economic,
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socio-cultural, organizational and legal conditions and factors of the country. These factors
define country’s attractiveness to investors. The most rating agencies don’t consider
Ukraine to be an attractive country for investments. It was reported that the main factors that
affect the investment climate and investment attractiveness of Ukraine are: macroeconomic
instability, due to the numerous risks of investing in the country, the low level of protection
of foreign investors, which negatively affects the image of Ukraine and imperfect legislative
regulation that negatively affects the profitability of investment, corruption and blocking
foreign investment.
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