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The article deals with the problem of deteriorating investment climate in Ukraine in force -
conditions or in conditions of instability. The dynamics of foreign direct investment in Ukraine and Ukraine.
It is concluded that there is a significant outflow of capital from Ukraine. Direct foreign investment in
Ukraine decreased significantly. The reason for this condition is unstable political and economic situation in
the country. The structure of FDI in Ukraine.

The main suppliers of FDI on the domestic market of Ukraine are Cyprus, Germany, and
Netherlands. Such state is explained by the tax niches, which exist in their territory (offshore harbor).
Embedding FDI from Russia due to the desire to acquire Russian structures of the enterprise or shares in the
capital of Ukrainian enterprises. The share of other countries in the volume of FDI in Ukraine is less than
10%.

The technological renovation and modernization of production depends on the availability of FDI
and its real growth. Thus, the innovative activity of the enterprises of the industrial sector influences mostly
on the environmental security of the country.

In general, the current situation is pushing to very unpleasant conclusions. A huge number of local
industries, which are already not suitable to operate under any circumstances and should be closed or
upgraded due to physical deterioration, as they are already real sources of operational and environmental
accidents and disasters are concentrated in Ukraine. Their impact can surpass the results of Chernobyl in the
21st century for a European country with a population of 46 million people. It can be argued that the “critical
point" for them has already been passed. The current situation with the technological upgrading industrial
enterprises, infrastructure, social services, etc., is in a condition when business owners and government
agencies buy ready-made technology easier than invest into the scientific sphere. This conclusion at the right
approach is to make the government to change the attitude to the formation of the national budget, and to the
investment-innovative policy of the state as a whole.

JloryroBa T.I'., Kanpanosa JL.I'., Kanpanos M.A. InBecTuniiinmii kiaimat B Ykpaini B ¢opc-
MaKOPHMX CHTYallisxX

VY crarti po3mIANAroThCs MPOOJIeMH TOTIpIIEHHS iHBECTUIIMHOrO KiimaTy B YKpaiHi B ¢opc -
yMoBax abo B ymoBax HecraOinmpHOCTI. [IpencraBiena nuHamika MPSMHUX 1HO3EMHHX IHBECTHINH SIK B
VYkpainy, Tak i 3 Ykpainu. 3po0iieH0 BUCHOBOK, IO CIOCTEPITra€ThCsl 3HAYHUN BIJITIK Kamitany 3 YKpaiHw.
IIpsmi iHo3emHi iHBecTunii B YKpaiHi 3HauyHO 3MeHmIMIncs. [IpHumHOI0 Takoro craHy € HecTtaliibHa
MOJIITUYHA Ta €KOHOMiYHa cuTyaris B kpaiHi. [IpoananizoBano crpykrypy IIII B Vkpainy. OcHOBHHMH
nocravanbHukamu [11l Ha BHyTpimHii puHOK YKpainm 3amumarotbes. Kinp, Himewuwna, Hinepmanmm.
Takuil cTaH MOSCHIOETHCSA THMHU TOAATKOBUMH HIllIAMHU SIKi ICHYIOTh HA TEPUTOPIi 1ux aepxas (odiropHi
raBai). Bknagenss I111 3 Pocii mosiCHIOETBCsT GaXkaHHsIM POCIHCHKUX CTPYKTYP MPHAOATH IiAIpHeMcTBa abo
YacTKM B KarliTalli yKpaiHChKMX miampueMmctB. Yactka pemtu kpain B o0Ocsi3i Il B Ykpainy craHOBHTH
mernme 10%. Bin nasBHocti IIII Ta iX peampHOro mpupocTy Oe3mocepenHbO 3aJeKUTh TEXHOJOTIYHE
OHOBJICHHS Ta MOJEpHi3allis BUPOOHMIITBA, TOOTO IHHOBAIifHA aKTHUBHICTh MiATIPUEMCTB TPOMHCIOBOTO
CEeKTOpa, AKMi HAlOIBII BIUNTMBAE HA EKOJIOTIUHY Oe3MeKy KpaiHH.

B ninomy icHyrouuit cTaH HiAITOBXY€E A0 BEJIbMH HEIIPUEMHOIO BUCHOBKY. B YkpaiHi 30cepenkena
BeJIMUE3Ha KUIBbKICTh JOKAJILHIUX BUPOOHUIITB, SIKi BXKE Hi 32 IKMX YMOB HE € MPUJATHUMH JI0 eKCILTyaTarlii i
MATSTaI0Th 3aKPUTTIO a00 MOJIEpHI3alil yHACTIAOK (Pi3HYHOTO 3HOCY, TaK SIK € BXKE peallbHUMHU JDKEpeTaMu
eKCIUTyaTallilHuX Ta eKONOriuHMX aBapiii i kaTactpod. Ix Hacmigku B 21-My CTOJNITTI A €BpomMeichKoi
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KpaiHn 3 46-MUTBHOHHMM HaceleHHSIM MOXYTh NepeBepIIUTH pe3ynbraté  YopHoOwis. MoxkHa
CTBEpPIXKYBaTH, LI0 «KPUTHYHA TOYKa» s HUX BXXe TNpolaeHa. Ha paHmii MOMEHT cutyamis 3
TEXHOJIOTTYHUM OHOBJICHHSIM IIPOMHCIIOBHX MiANPUEMCTB, MIANPUEMCTB iHQPACTPYKTYpPH, COLIaTBHOI cheph
TOIIO, 3HAXOJIUTHCS B CTAHI KOJH BIACHHUKAM ITiIPHEMCTB Ta JIEPKaBHUM CTPYKTYpaM IPOCTIIlIe KyITyBaTH
TOTOBI TEXHOJIOTII HDK BKJIAJATH KOIITH B PO3BUTOK HayKoBoOi cepr. Takuil BHCHOBOK HPH MPaBIILHOMY
MiXO0/I TOBHHEH 3MYCHUTH YpSJ KpaiHM 3MIHWUTH CTaBJeHHA 1 10 (opMmyBaHHS OMOKETy KpaiHu, i A0
IHBECTHIIIIHO - IHHOBAIIIMHOT MOMITUKY JICPKABH B LLJIOMY.

JloryroBa T.I'., Kanpanosa JL.I'. KannpanoB M.A. IHBeCTHIMOHHBII KJIMMAT B YKpauHe B
¢opc-MaKOpPHBIX CUTYalMAX

B cratbe paccMaTpuBaroTcs mpoOIeMsl yXyAIIeHHS HHBECTUIIMOHHOTO KIIMMaTa B YKpanHe B Gopc -
YCIIOBUAX WM B yCIOBUSAX HecTaOmibHOCTH. IIpencTaBieHa AMHAMMKA NPSAMBIX MHOCTPAHHBIX WHBECTUIIMH
Kak B YKpauHy, Tak U u3 Ykpaunbl. CjenaH BBIBOJ, YTO HAOJIOMAAETCS 3HAYMTEIBHBIN OTTOK KamuTajia u3
Yxpaunsl. [IpsiMble HHOCTpaHHbIE MHBECTULUH B YKpPauHY 3HAYUTEIBHO YMEHbIIMIUCH. [IpHUnMHON Takoro
COCTOSIHHSI ~ SIBJISIETCST  HecTaOWIIbHAs TOJMTHYECKass W OKOHOMUYECKas CUTyalus B  CTpaHe.
[Ipoananusuposana crpykrypa [IMU B Ykpauny. OcHoBHbIME nocTaBiinkamu [IMW Ha BHyTpeHHMI pBIHOK
VYxpaunsl ocratorcs: Kunp, I'epmanns, Hunepnannel. Takoe coctosHue OOBSCHAETCS T€MH HAJIOTOBBIMU
HHIIIAMH KOTOPBIE CYIIECTBYIOT Ha TepPUTOPUE 3THX rocyaapcts (odduopusie raBanu). Bioxenune ITUNU n3
Poccun oObsicHAETCS XKeTaHUeM POCCUHMCKUX CTPYKTYp NPHOOPECTH NMpeNupusTHA WIN OJU B KaluTaie
YKpauHCKHUX npeanpuatuil. omns octanbHbIX cTpad B o0beme [TMU B Yikpauny cocrasiser menee 10%. Ot
Hamuuus [IMM M uX peaJbHOrO MNpHpPOCTa HANPSAMYIO 3aBUCUT TEXHOJIOTMUECKOE OOHOBJIEHHE U
MOJIEpPHH3ALMS POU3BOJICTBA, T. €. NHHOBAIIMOHHAS aKTHUBHOCTh HPEINPHUATUH MPOMBIIIIEHHOTO CEKTOPA,
KOTOPBIH Hanbosee BINSAET Ha SKOJIOIMYECKYI0 0€30I1aCHOCTb CTPaHBbI.

B nenom cymectByromiee MmosioxeHne NOATAIKUBAET K BECbMa HENPUSITHOMY BbIBOAY. B Ykpaune
COCPEZ0TOYEHO OIPOMHOE KOJIMYECTBO JIOKAJIbHBIX IPOU3BOJICTB, KOTOPBIE YK€ HU IPH KAaKUX YCIOBHIX HE
ABJSIIOTCA IPUTOJHBIMM K OKCIUTyaTallMM W IOAJEXKAT 3aKpbITHIO WJIM MOJAEPHU3ALMHM IO INpPHYUHE
¢u3pyeckoro M3HOCA, TaK Kak SBJAIOTCA Y)K€ peaJbHbIMM HCTOYHHKAMM O3KCIUTYyaTallMOHHBIX U
OKOJIOTHYECKUX aBapuii u karactpod. Mx mocmeactBus B 21-oM Beke JiId €BpPONEHCKOI cTpaHbl ¢ 46-
MIUIMOHHBIM HACEJICHHEM MOTYT TMpeB30HTH pe3yiabraThl UepHOOBUII. MOXHO YTBEpXKIaTh, YTO
«KpUTHYECKass TOYKa» Al HUX yXe MpoiaeHa. Ha naHHBIH MOMEHT CHTyalusl ¢ TEXHOJIOTMYECKUM
OOHOBJICHHEM MPOMBIIUICHHBIX MPEANPHATHH, NPEANPUATHH HHPPACTPYKTYPHI, COLMATBHON Ceprl U T.1I.,
HaxXOOUTCA B COCTOSIHMM KOIJa BiajenblaM MNpeJupuATHd M ToCyJapCTBEHHBIM CTPYKTypaM IIpoIle
MOKYIAaTh TOTOBBIE TEXHOJIOTUH YeM BKJIaJbIBaTh CPEACTBA B pa3BUTHE HaydHOU cdepsl. Takoil BBIBOJ Mpu
IPaBWJIBHOM IIOAXO/E JOJKEH 3aCTaBUTh IPABUTENILCTBO CTPAHbl H3MEHUThH OTHOIIEHHE U K (POPMHUPOBAHUIO
Oro[KeTa CTpaHbl, U K MHBECTHLIMOHO - HHHOBAI[HOHHOH MOJUTHKE TOCYIapCTBA B LIEJIOM.

According to D. Bogush, 200 countries compete with each other in the global competitive
environment. One state is stronger than the others, the other has the highest number of population, the third
has more oil and gas, the next is the presidency of the United Nations or the European Union, another is
famous for the best coffee or tea, and other is famous for reliable cars or computers, someone is ready to fly
to Mars. All these countries compete for investment flows, redirected to the economy of their countries.[1]

There is a constant competition between these countries for investment flows, for competitive
position in the market, but each country has some exceptional views of the resources that is available at it in
greater numbers than at their neighbours. At the same time, each country tries to occupy leading positions in
the global arena.

The structure (proportion) of extensive and intensive factors in the development of the country
should be analyzed during the study of the dynamics of "competitiveness". For steady increase,
competitiveness of the country the increase in the share of intensive factors of economic development should
be ensured, for the constant improvement of the activity and effectiveness of innovation. The structure of the
factors of production and investment must be continuously improved in favor of innovation (innovation).
The more the GDP share of high-tech products, high technology, the higher the country's competitiveness.

The leading American scientist Michael Porter has developed the theory of competitive advantage.
He introduced four fundamental concepts in the proposed model, based on the analysis of which he has
proposed to evaluate the competitive advantages of industries, patterns of their origin, development and
decline: the parameters of factors; firm strategy, structure and rivalry between them; demand parameters;
related and supporting industries.

The main idea of the concept is a competitive advantage in the industry as part of the state, which is
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determined by determinants of competitive advantage of the country, which significantly influence on each
other.

But after further researches, Porter introduces into this model two additional factors: random events
and actions of the government. Under random events Porter referres the invention; breakthrough
technologies; abrupt changes in prices of resources; abrupt changes in global financial markets or in
exchange rates; abrupt changes in local and international demand; policy decisions of local and foreign
governments; wars and other force majeure.

Porter understands under the government's actions the impact of executive power on monetary, tax
and customs policy in the country. The Government also determines the norms, standards, which can affect
both producers and consumers. In addition, the government is the largest customer in the economy.
Government influence can be both positive and negative.

What is the situation now in Ukraine in the condition of an unstable situation, or force - majeure? If
we analyze the state of arrival of FDI in Ukraine Fig. 1, the FDI have positive dynamics.
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Fig. 1. Dynamics of FDI in and out of Ukraine during 2005 - 2013. (At the beginning of the year,
million the USA dollars.

We see at figure 1 a steady dynamics of inflow of FDI into Ukraine. However, what is the real
picture of this process?

Only during the first half of the year pure outflow of foreign capital from Ukraine is five times
higher than all investments of last year (1.28 billion $) and reached 6.8 billion $.

Since the beginning of this year, capital outflows from the Ukrainian banking system amounted 101
billion UAH, which corresponds to approximately 7,5 billion $, taking into account fluctuations in the
hryvnia, according to the report of the head of the NBU V. Gontareva,

Such movements in the money supply have put on the brink of survival domestic financial
institutions, and deprived the country of domestic resources for investment.

All the countries except Poland reduced the presence of their capital in Ukraine since the beginning
of the year. Of the $ 6.8 billion, which had gone out of the country, 5 billions $ officially have European
origin. Generally, the structure of the investor countries is almost unchanged, the lion's share of direct
investments accounts for the EU countries. During the last six months, it even increased slightly from 77.1%
to 77.6%.

Political and military problems touched this source of investment greatly. If at the beginning of the
year the investments of Cypriot origin in Ukraine were estimated 18.9 billion $, then in July they fell by $
3.2 billion. (17%). This decrease can be explained by the turbulent and unstable situation in Ukraine.

Almost all countries that have stepped up their presence in the domestic economy last year are
gradually emerging assets from Ukrainian. Such countries as Austria and the United Kingdom reduced direct
investment on 400 million $; Germany, the Netherlands, Luxembourg brought out 200 million $ each.
France, Italy, Hungary sold assets for 100 million $ each. Only Poland is at the same level of investment (US
$ 800 million.). Other countries are also actively withdraw their capital out of the domestic economy 1.8
billion$. Of Non-European, money is taken out of Ukrainian for the last six months.
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Fig. 2. The dynamics of growth of FDI into Ukraine in 2006 - 2013 (at the beginning of the year,
million USA Dol.)

It is possible to make a conclusion, with all the prosperous state of FDI in figure 1 into Ukraine in a
more detailed analysis of the figure 4 that, despite the apparent increase of FDI into Ukraine its real growth
decreases with each passing year. Decline in 2012 compared to 2007 was almost twice, from 7,935.4 billion
US dollars to 4,128.5 billion US dollars. Therefore, the economy of Ukraine has not received — 3,806.9
billion US dollars. USD.

Geographical structure of attracted FDI into Ukraine (Fig. 3) remains, virtually unchanged for over
ten years.
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Fig. 3. The geographical pattern of FDI into Ukraine in 2010

The main suppliers of FDI on the domestic market of Ukraine are Cyprus, Germany, and
Netherlands. Such state is explained by the tax niches, which exist in their territory (offshore harbor).
Embedding FDI from Russia due to the desire to acquire Russian structures of the enterprise or shares in the
capital of Ukrainian enterprises. The share of other countries in the volume of FDI in Ukraine is less than
10%.

The technological renovation and modernization of production depends on the availability of FDI
and its real growth. Thus, the innovative activity of the enterprises of the industrial sector influences mostly
on the environmental security of the country.
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Fig. 4 The dynamics of implementation of scientific and scientific - technical works during 1996 -
2012

Therefore, we can say that, despite the apparent increase of scientific and scientific - technical
works, which was done during the 1996 - 2012. (Fig. 4) at current prices, there is a steady downward trend in
their share of the country's GDP. In addition, if we consider the real growth of scientific and scientific -
technical work, which was done during the 1996 - 2012, then there is a tendency to decrease.

The main direction of innovative activity of enterprises in Ukraine, first of all,, is the acquisition of
machinery, equipment and software for the production of new or substantially improved products and
services from abroad according to the State Statistics Service. So attracted FDI and loans from international
organizations continue to invest into the economies of other countries instead of the development of national
science and technology base and further sustainable development of the economy.

European Business Association (EBA) is concerned about the situation in Ukraine. As pointed in its
application, the current political conflict could push the already weak Ukrainian economy to recession and
lead to prolonged crisis, which will significantly affect the investment climate and the private sector. During
the last year, foreign direct investment fell by 50%. And, the EBA noted, if the situation is not corrected, it
can cause a financial crisis, and as the consequence of it reducing the country's investment attractiveness and
negative investor sentiment can be a reduction in production and employment.

And although at the level of declarations Ukraine has quite advanced investment legislation, adapted
to EU standards, and there are 50 international agreements, but in practice, the real support of investors by
government bodies managers of enterprises operating in Ukraine know the best.

According to cracking investigation, conducted by the EBA from 25 November to 12 December
2013, in the fourth quarter, the business climate in Ukraine is estimated at the lowest measuring indicator -
1.81 for all the history. [3]

World Bank Director for Ukraine and Belarus Chimiao Fan enumerated factors that prevent long-
term investment into Ukraine:

« the average market cost of credit more than 20% per annum at zero inflation;

e corruption;

« overregulation of the market;

« external debt (at the turn of 2013-2014 the direct public debt exceeds 60 billion $, the structure of
which is for 1 UAH is 43.8%, for 1 US $ is 32.4%, for the SDR (IMF currency) - 19 7%);

« dependence on external markets of pricing formation on imported goods;

* low level of confidence in the financial sector.
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Regarding to the level of trust, Attila Koksal, a board member of CFA Institute, cited alarming
statistics about Ukraine: the level of public confidence of population to the financial sector is only 46%,
whereas, for example, to the industry is 73%.

0. Ustenko, an executing director of the International Blazer Fund, agreed with him and announced
in his report the following negative macro indicators:

« one of the lowest GDP per capita in purchasing power parity (8000 dollars);

* High level of annual budget deficits (usually from 5.5%), which closes the access to foreign debt
capital markets for Ukraine;

* excessive desire to keep the hryvnia exchange rate with the use of administrative tools of monetary
and exchange rate policies. This led to a drop in the level of foreign exchange reserves to the turn in 2013-
2014 to the level of about $ billion 20.

"Application of the «model rule» method (conformity to type), particularly in the monetary sphere,
leads to the fact that the country's macroeconomic indicators do not reflect the real economy. A political
factors can only exacerbate the risks of economic stagnation ", - Dmitry Sologub emphasized, the Head of
Research Department of Raiffeisen Bank Aval.

What are the investment prospects of Ukraine in 2015 - 2016 years?

Concord Capital identifies three possible the most promising areas of investment in Ukraine in the
next few years:

 medicine (an increase of 50% -100%);

* mining industry;

e agriculture.

As well as such promising areas of investment:

* IT - technology;

* import-substituting industries.

In the short term, the flow of investment could be expected in the following areas:

* retail trade;

« the social sector;

e agriculture.

Let’s notice that in 2013, Ukraine has risen by 28 positions in the ranking of easiness of doing
business of the World Bank - «Doing Business» (true, after that we already occupy position 112 out of 189:
between Lebanon and Papua New Guinea). Also, Ukraine is among the world's outsiders in sub-rating of the
access to energy (172 place), taxes (164), bankruptcy (162), cross-border trade (148) and protecting investors
(128). [4]

According to analysts of consulting company "MAYGER" the ensure of a favorable investment
climate in Ukraine remains a matter of strategic importance, the implementation of which depends on the
socio-economic dynamics, efficiency of involvement into the global division of labor, the ability to upgrade
of the national economy on this basis.

During the 2010 - 2011 years Ukraine had taken a number of legal acts that are positively influenced
on the investment climate in Ukraine. Thanks to considerable efforts in the formation of appropriate
organizational, economic and legal frameworks to strengthen the investment climate, international experts
noted the improvement of investment attractiveness of Ukraine. Thus, according to the annual rating research
of the International Finance Corporation, the World Bank Group "Doing Business 2012" although Ukraine
worsened its position from 149 to 152 place, but at the same time there was an increase in following

categories: "Starting a Business", "getting construction permits "and" overcoming of inability to pay".

Table 1
Doing Business rating as a measure favored investment climate
Ratings by Category 2012 2011 rating changes
Starting a Business 112 118 +6
Procedures (quantity) 9 10 -1
Time (days) 24 27 -3
Cost (% of income per capita) 4,4 6,1 -1,7
Minimum capital (% of income per capita) 1,8 2,2 - 04
Getting Permission for Construction 180 182 +2
Procedures (quantity) 21 21 unchanged
Time (days) 375 375 unchanged
Cost (% of income per capita) 1462,1 17314 - 269,3
Insolvency overcoming 156 158 +2
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Term (years) 2,9 2,9 unchanged

Cost (% of property value) 42 42 unchanged

Quota of compensation (cents per $ 1. US) 8,9 7,9 +1

*Sourse: The International Bank for Reconstruction and Development: Doing Business 2012

As it can be seen from table. 1, during 2011 a number of administrative barriers of doing business
were eliminated. Thus, in comparison with the previous year there were positive changes such as: reduction
in the number of procedures, time, cost and minimum amount of capital to start a business. In addition, the
cost to obtain construction permits reduced, as well as the rate of reimbursement in the event of insolvency
of the business increased.

At this moment a legal framework for investment is developed in Ukraine. Ukrainian legislation
provides the necessary guarantees of investment activity. Foreign investors apply a national regime of
investment activity, ie an equal level in playing field with domestic investors is provided for them in
Ukraine. Foreign investments in Ukraine shall not be nationalized.

Questions regarding the promotion of investments are reflected in Investment reform in Ukraine,
which was considerated and adopted by the Government on April 6, 2011. General and the main goal of this
reform is to attract actively foreign direct investment into Ukrainian economy, the formation of positive
investment image of Ukraine in the world, as well as the positioning of Ukraine as a financial, political and
business center in Eastern Europe. The structure of the investment reform provides 5 key building blocks
(Tab. 2).

Table 2
The concept of investment reform in Ukraine
Components "Invest reform" Tasks
Invest OFFER provides the mechanisms formation of

participation of Ukrainian investment projects. at
the international investment market.

Invest INFRASTRUCTURE the system of establishments and mechanisms
which facilitate the activity of investors in
Ukraine will be created within the framework of.it

Invest PARTNERSHIP new mechanisms for cooperation between the
state of private partners to mobilize public assets
and multiplying of public funds for development.

Invest MARKETING implementation of a coordinated information and
marketing company, which significantly improve
the investment attractiveness of Ukraine in the
world.

Invest climate formation of an appropriate legal basis, which is
initiated in many cases by the President of
Ukraine and is under consideration in Parliament.

*Source: State Agency for Investment and National Projects of Ukraine: Working group "National Projects"

As it can be seen from Fig. 7, by means of specific instruments set out in the Investment Reform,
drastic increase of the volume of the capital involved into the national economy, the implementation of
strategic directions of economic development; the creation of institutional conditions for technological
modernization and innovation, the introduction of new principles of governance, modernization of the
mechanism of budget management development; creating an effective mechanism for the development of
investment proposals (projects); implementation of integrated planning of regions development, based on
investment plans are being planned.

In general, the current situation is pushing to very unpleasant conclusions. A huge number of local
industries, which are already not suitable to operate under any circumstances and should be closed or
upgraded due to physical deterioration, as they are already real sources of operational and environmental
accidents and disasters are concentrated in Ukraine. Their impact can surpass the results of Chernobyl in the
21st century for a European country with a population of 46 million people. It can be argued that the “critical
point" for them has already been passed. The current situation with the technological upgrading industrial
enterprises, infrastructure, social services, etc., is in a condition when business owners and government
agencies buy ready-made technology easier than invest into the scientific sphere. This conclusion at the right
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approach is to make the government to change the attitude to the formation of the national budget, and to the
investment-innovative policy of the state as a whole.
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