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The article defines the concept of foreign direct investment and reveals its meaning for Ukraine in the context of
the global integration process. It is indicated what attracts a foreign investor in Ukraine. Investors that are important
for Ukraine are identified. The European Union is the most important source of investment. It helps create jobs, in-
crease GDP and the national economy as a whole. The geographical structure and volumes of direct foreign invest-
ments from the EU countries to Ukraine and direct investments from Ukraine to other countries, which are also an
important investment aspect of interaction, are analysed. The greatest obstacles for foreign investors are indicated.
They hamper the process of investments in the state. Based on the study, it was concluded that foreign direct invest-
ment has a positive impact on the development of the economies of countries in general and Ukraine in particular.
The state can potentially be one of the leading countries in attracting investment. The ways to improve the protection
of foreign investment in Ukraine for foreign investors with the EU have been proposed.
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Y cmammi BU3Ha4eHO MOHSIMMS NMPAMUX IHO3EMHUX iHBecmuyjill i po3kpumo lio20 3HaYeHHS 07151 YKpaiHu 8 KOH-
mekcmi c8imoBux iHmMezpayitiHux i enobanizayiliHux npoyecis. JaHa npobsiema akmyasibHa, 60 Cb0200HI OUHa-
MIYHO pO3B8UBaOMbLCST MPaouyiliHi (hopMU MiXXKHAPOOHUX 3B8’SI3KIB — mopaig/si ma iHsecmuuyitiHe crigpobimHUYMBsO.
YKpaiHcbke cycni/ib,Cmao, a He /luWe HayjoHaslbHa €KOHOMIKA, ONUHU/IOCh Y CMaHi 3a20CMPEeHHS1 ma noas1ub/1eHHs
Kpu308UX f8UW. YKpaiHi Bkpall HE0bXiOHO MPOJ0BXYyBamu fnpayrsamu Hao pOCMOM €KOHOMIKU, ye numaHHs Bu-
JKUBAHHS1 KpaiHu | depxasu. LLJob pocmu — nompibHO po3susamucs, 0/ PO3BUMKY — He0bXiOHe ¢hiHaHCyBaHHS,
iHsecmuuyii. €sponelicbkuli Cor3 — ye Halisakusiwe oxepeso iHsecmuyil, BiH dorioMazae CmseopPeHHK POBOYUX
Micyb, 3pocmaHHI0 BBl ma HayioHa/ibHOI eKOHOMIKU 8 Ui/IOMY. Yka3aHo Ha me, Wo 3HayHul npupodoHul nomeH-
yiasa, keasichikosaHa poboya cusa, seaukuli BHympiwHIl puHok 36ymy npooykyii, HaykoBO-mexHiYHUl nomeruyian
ma rnomyxHa supobHuU4a 6asa npusaborms IHO3EMHOZ20 iIHBecmopa 8 YkpaiHi, i BOHa MomeHyiliHo mMoxe 6ymu
OO0HI€r0 3 NPOBIOHUX KpaiH 3a 3a/1y4eHHsIM iHeecmuyill. BusHayeHO cmpameaiyHo Bax/1usi 0/18 YKpaiHu iHsecmopu
ma siKi naHytomb meHOeHUii 3a/1ydeHHs1 Kanimasy y cseimi. poaHanizosaHo 2eoepachidHy cmpykmypy ma obcsiau
npsAMUX iHo3eMHUX iHBecmuyili 3 kpaiH €C 8 YkpaiHy ma npsimux iHeecmuuyili 3 YkpaiHu 00 IHWUX KpaiH, siki makox
€ BaXUIUBUM iHBECMUYItHUM acrnekmom 83aeModii. [IPOOEMOHCMPOBAHO 2a/ly3eBy CmpyKkmypy NpsiMUx iHO3eMHUX
iHBecmuyil 3 m’'ssmu MPoBIOHUX KpaiH-iHBecmopis 3 EC. Ha 0CHOBI NpoBedeH020 aHasi3y BCMaHOB/IEHO, WO Hal-
6i1bw npusabiusuMu 0/151 IHO3EMHUX IHBECMOPIB y 2a/ly3e80My PO3PI3i 3a/1UWLAMbCS MPOMUC/I0BICMb, (hiHaHCoBa
disiibHicmb, mopeis/isi, cghepa nocaye, IT-cekmop ma onepayii 3 HepyxoMum mMaliHoM. 3asHayeHo Hallbifibwi nepe-
WKOOU 07151 IHO3EMHUX iHBECMOPIB, SIKi 2a/IbMyOmb MPOUEC HAOXOOXEHHS iHBeCcmMuyili 8 0epxasy, a came: Kopyn-
yist, HecmabifibHa sa/ioma, BOEHHUU KOHh/IKmM, BUBEOEHHS gpoweli 8 oghwopu ma mopamopill Ha Npodax 3em/li.
O6rpyHmMoBaHO HEOOXIOHICMb MOWYKY HOBUX Cy4acHUX fioxodis 00 CMBOPEHHS CHPUSIM/IUBO20 iHBECMUUITIHO20
cepedosuwa 8 EKOHOMIYi YKpaiHu. 3arpornoHoBaHO W/IsiXU MOBUWEHHS 3axucmy iHO3eMHUX iHeecmuyil 8 YkpaiHi
07151 iIHo3eMHuXx iHsecmopis 3 EC.

Knrouosi cnosa: npsimi iHo3emHi iHsecmuyii; €sponelicbkull cor3; iHmezpayisi; 06¢siau; BrauB; MPUYUHU 2a/lb-
MyBaHHS iHsecmuyid.

B cmambe onpedeneHo noHsimue npsiMbIx UHOCMPAaHHbIX UHBE‘CmUHUﬁ U packpbimo e20 3HadeHue 0719 Ykpau-

Hbl B KOHMEKCMEe MUPOBbIX UHMe2payUOHHbIX MPOYECCOB. Yka3aHo Ha mo, Ymo UMEHHO npug/iekaem UHOCMpPaH-
HOo20 uHsecmopa 8 YkpauHe. OnpedesieHbl BaxHble 07151 YKpauHbl uHBecmopsl, Esponelickuli Coro3 — 3mo saxHel-
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wuli uCMOYHUK UHBecmMuyul, OH Momozaem co30aHut0 pabodux mecm, pocmy BBIT u HayuoHasibHOU SKOHOMUKU
8 yesnom. MpoaHanusuposaHbl 2eo2pathudeckyto cmpyKmypy U 06bembl MpsMbIX UHOCMpPaHHbIX UHBecmuyul u3
cmpaH EC 8 YkpauHy u npsiMbix UHBeCmMuUyul u3 YkpauHb! 8 dpyaue cmpaHbi, KOMopble Makxe s18/15110Mcsi BXXKHbIM
UHBECMUUUOHHLIM acrnekmom s3aumodelicmsusi. YkasaHo Haubo/ibwue rpensmemsusi 0/11 UHOCMpPaHHbIX UHBE-
CMOpPOB, KOMOPkLIE MOPMO35M MPOYECC NOCMYN/EHUSI UHBECMUYUL B 20cydapcmso. Ha ocHoBe NpoBedeHH020 UC-
cn1edosaHusi coefaHbl B8bIBO0bI, YMO MPSIMbIE UHOCMPAaHHbIE UHBECMUYUU OKa3biBaOmM M0/1I0KUME/IbHOE B/UsIHUE
Ha passumue 3KOHOMUKU cmpaH 8 Ye/loM U YKpauHbl 8 HacmHocmu. Focydapcmso nomeHyuassbHO MoXem 6bimb
00HOU U3 Bedywux cmpaH Mo NPUBIEYeHU0 UHBecmuyud. NpedioxeHbl nymu NoBbIWEHUS 3aljumbl UHOCMpPaH-
HbIX uHsecmuyull 8 YkpauHy 0711 UHocmpaHHbIX uHBecmopos ¢ EC.

Kntouesble cnosa: npsivbie UHOCMpaHHble uHsecmuyuu; Esponelickull coto3; uHmeapayusi; 06bemMbl; 8030el-

cmsue; rnPpU4uHbl MOPMOXXEHUS UHBeCmUL{UU.

Statement of the problem. The European
Union is the main influential and trading partner of
Ukraine in today’s conditions of integration and glo-
balization. It is one of the most important sources
of investment that promotes the flow of financial
resources into the economy, international experi-
ence of corporate governance, and prompts orga-
nizations to implement international quality stan-
dards, accounting, etc. Foreign direct investment
in Ukraine is the best option, which really brings
maximum profit while stimulating the development
of the domestic market of the country.

Analysis of recent researches and publica-
tions. Domestic scholars who investigated the
investment cooperation of Ukraine with the EU
countries are V. Valdes, M. Denisenko, K. Zvyagina,
V. Kossak, M. Makarenko, V. Fedorenko, A. Mayev,
and others. The relations between the countries are
changing all the time because the world economy
is constantly evolving, so it requires new research
and analysis.

The purpose of the article is to analyse the
investment aspects of the cooperation between
Ukraine and the European Union in the context of
the global integration process.

Presentation of the main research material.
The notion of foreign direct investment involves a
type of international investment activity consist-
ing in acquiring a permanent resident of a single
country (a direct investor) with a lasting influence
on the activities of an enterprise that is a resident
of another country (direct investment enterprise).

Foreign direct investments have an important
value for the economy of every country, as they
allow creating new workplaces, enterprises with
foreign investments producing goods and pro-
viding services that enhance the gross domestic
product of a country. The role of foreign investment
is increasing due to the lack of own investment
resources, the instability of the economy, and the
gradual decline of traditional sectors of the national
economy.

Foreign investors in the Ukrainian economy are
attracted by:

— Gaining of rapid superprofit, because in
comparison with European countries, it is possible
to engage cheap labour to the project implemen-
tation in Ukraine, and despite this indicator, the
labour force is sufficiently qualified in the neces-

sary sphere. In any case, the maximum result will
be achieved.

— A big domestic market, which shows the
sales of production at the highest possible price,
taking into consideration the money spent on the
production.

— The possibility of privatization. Foreign
investors can privatize their activities in the territory
of an existing country.

— Rich and inexpensive resources allow you
to spend the minimum amount of cash capital to
implement an investment project.

The main trends in attracting investment capital
in the world are:

— globalization and internationalization of all
investment projects, which in the future allow the
project to enter the international level without state
interference with such actions;

— investment projects should be aimed at cre-
ating favourable conditions where foreign invest-
ments can bring income not only to their depositor
but also directly to all participants of this.

At present, foreign investments in Ukraine are
at the stage of introducing new measures, as the
financial crisis has caused a large outflow of for-
eign funds.

One of the main foreign economic partners of
Ukraine is the European Union itself. Investment
cooperation of our state with the EU countries is
relevant in the current conditions of the develop-
ment of the integration process. An international
investor can offer Ukraine an effective manage-
ment structure, new technologies, business con-
tacts, and sales markets. As of 01.10.2018, the
volume of all foreign direct investment amounts
to 31,973.6 million US dollars (as of 10.10.2017 —
39,719.8 million US dollars). The increase for Jan-
uary-June 2018 amounts to 1039.1 million US
dollars. As of July 1, 2018, the largest investor
countries: Cyprus — 9188.7 million US dollars
(28.2%), the Netherlands — 6843.7 million US dol-
lars (21%), Great Britain — 1934.4 million US dol-
lars (5.9%), Germany — 1731.8 million US dollars
(5.3%). Table 1 shows the volume of direct invest-
ments from the EU countries.

The EU countries are the main donor of for-
eign direct investment in our country’s economy.
Cyprus is the leader among the investor countries
throughout the study period, both in Ukraine on the
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Table 1
Direct investments from some countries of the world
in the economy of Ukraine in January-September 2018
Amount at
01.01.2018 01.10.2018
million United | percentages million United percentages
States dollars of total States dollars of total

In total 31 606,4 100,0 31 973,6 100,0
Europe

Austria 1038,8 3,3 1018,8 3,2
Belgium 103,9 0,3 104,7 0,3
Belarus 33,6 0,1 33,5 0,1
Bulgaria 39,9 0,1 41,5 0,1
Great Britain 1944.,4 6,2 2047,9 6,4
Greece 43,0 0,1 45,3 0,1
Denmark 153,6 0,5 154,0 0,5
Estonia 235,0 0,7 236,3 0,7
Italy 201,6 0,6 2349 0,7
Lithuania 124,6 0,4 139,7 0,4
Luxembourg 515,8 1,6 489,3 1,5
Malta 59,3 0,2 59,4 0,2
Monaco 52,3 0,2 43,4 0,1
Netherlands 6 395,0 20,2 6 452,7 20,2
Germany 1682,9 5,3 1824,7 5,7
Poland 571,3 1,8 612,8 1,9
Russian Federation 797,2 2,5 797,1 2,5
Hungary 511,1 1,6 544,8 1,7
France 723,4 2,3 753,6 2,4
Czech Republic 115,8 0,4 112,3 0,4
Switzerland 1515,9 4.8 15329 4.8
Sweden 351,2 1,1 345,1 1,1

*Data are not disclosed in order to ensure compliance with the requirements of the Law of Ukraine “On State
Statistics” regarding the confidentiality of statistical information.

Source: State Statistics Service of Ukraine [3]

whole and among the EU countries. The industry
of Ukraine from Cyprus received 2 678 171.7 thou-
sand US dollars, and in the financial and insurance
sector — 978 399.8 thousand US dollars (as of
July 1, 2018). It should be noted that about 25%
of global investment comes from Cyprus, an off-
shore zone for Ukraine, and to a greater extent
represents the return of capital brought out by local
businessmen in previous years. In the context of
the lack of transparency of the owners, the issue of
a clear division between investments of Ukrainian
origin and European ones is officially complicated.

Germany is another strategically import-
ant investor for Ukraine. The industry received
1 080 777.1 thousand US dollars, and in the finan-
cial and insurance sector —129 402.4 thousand US
dollars (as of July 1, 2018). The total investment
from other German industrial corporations in the
Ukrainian economy is insignificant. In addition, in
2014, German corporations stopped working on
the territory of the Crimean AO, such as Siemens
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AG, which participated in the creation of a “wind
park”, as well as companies producing commercial
vehicles from Volkswagen AG.

Direct foreign investments from the Neth-
erlands are mainly injected into the industry
(2 563 537.0 thousand US dollars), IT sector, and
wholesale and retail trade. Dutch investors were
actively engaged in the creation of modern logis-
tics centres around Kyiv, essentially laying the new
standards for the construction of commercial real
estate in Ukraine.

Financial and insurance activities are the main
area of interest of investors from Austria in Ukraine
(334 431.8 thousand US dollars). The main invest-
ment project in Ukraine was the acquisition by the
Austrian financial group “Raiffeisen” of the Joint-
Stock Postal Pension Bank Aval and creation on its
basis of Raiffeisen-Aval, one of the leading commer-
cial banks in Ukraine. Insignificant funds are invested
by Austrian investors in industrial enterprises, whole-
sale and retall trade, service enterprises.
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The predominant volume of investments from
Great Britain was made in the sphere of services
and industry. This structure of investment some-
what reproduces the sectoral structure of the
national economy of Great Britain. However, it
should be noted that the sphere of financial and
insurance services, which is the main branch of
the economy of Great Britain, is almost not repre-
sented in Ukraine, indicating possible prospects of
British investment in this sector of the economy [4].

The investment of Ukrainian funds in the econ-
omy of the EU countries is an important aspect of
investment cooperation between Ukraine and the
EU. As of 01.10.2018, the volume of investments
from Ukraine is 6 306.5 million US dollars, and
the EU countries — 6 086.2 million US dollars. The
study of Ukraine’s investment in the EU econo-
mies reveals that the main importers of Ukrainian
investments are Cyprus, Hungary, and Latvia. In
this case, a significant proportion of investments
into Cyprus are again observed (5 932.1 million US
dollars). For more information, see Table 2.

Despite the fact that Ukraine is in urgent need of
foreign investment, there are serious obstacles to
it. Ukraine has a number of “national peculiarities”
that do not contribute to investment at all. It is a
dishonest competition when your neighbour trader
opens up a store to sell grey imports next to your
store and you will run out of the profit margin or
go bankrupt. This is raidering because our courts
cannot protect property rights. But no one believes
in the inevitability of punishment. The unbelievable
number of permissions required is used, as an
occasion for routine inspections, frustrates inves-
tors, and deregulation does not end there at all [5].

Corruption is another national peculiarity, and
it is with the distrust of the judicial system, monop-
olization of the markets, and the power of the oli-
garchs that is an obstacle. In 2017, the Swedish
company IKEA announced its desire to enter the
Ukrainian market, but this epic has continued
since 2005, and therefore, you can only wonder

about the prowess of the Swedes or their unlim-
ited belief in the possibility of Ukrainian “improve-
ments.” In 2005-2008, IKEA could not solve the
issue of land allotment: the furniture company
initially allocated a plot near Odesa, and then —
in the Boryspil region, however, as a result, the
construction of warehouses for finished products
never started.

The Swedes were genuinely surprised by the
fact that Ukrainian land costs at times are more
expensive than in other European countries, and
when it became clear that they simply demanded
huge rebounds, our potential partners were not
afraid of publicity and told the whole truth about
the corruption environment to which they hit Rep-
resentatives of IKEA called specific hames and
cited concrete facts — information about who and
how they demanded a bribe was fully disclosed. It's
been 12 years, but no one is punished. And — more
importantly — no conclusions from this story have
been made.

“Unfortunately, the level of corruption and the
unfavourable investment climate in Ukraine do not
allow Tesla to invest in energy conservation proj-
ects in this country,” said llon Mask. Also, the head
of the EU Delegation to Ukraine Hug Mingarelli
said: “You know, what is the main obstacle to for-
eign investment in Ukraine? Corruption! If you ask
the heads of European companies why they do not
invest in Ukraine, they will say that because of the
lack of guarantees of their property rights. If they
have a dispute here and go to court, they will prob-
ably meet a corrupt judge.” [6]

The problem of protecting investment and capi-
tal output remains one of the most urgent. A rather
quick and easy way to drastically change the situ-
ation is to abolish the income tax and introduce a
tax on withdrawn capital. It will give the country an
internal and external investor, stop the withdrawal
of money from the offshore, add one percent of
GDP and 110 billion hryvnias of investments annu-
ally. This tax is very easy to administer, there will

Table 2
Direct investments (share capital) from Ukraine
in the economy of the EU countries in January-September 2018
Amount at
01.01.2018 01.10.2018

million United percentages million United percentages

States dollars of total States dollars of total
Total to EU countries 6 075,5 100,0 6 086,2 100,0
Cyprus 59032,5 97,6 59032,1 97,5
Latvia 60,9 1,0 73,5 1,2
Hungary 17,5 0,3 17,0 0,3
Other EU countries 64,6 1,1 63,6 1,0
For reference:
All from Ukraine 6 322,0 X 6 306,5 X
Total EU-15 countries 27,8 X 27,3 X

Source: State Statistics Service of Ukraine [3]
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be no need for exhausting tax audits, and this is
already a significant relief for business. The results
of such changes cannot be overestimated. After
all, in addition to the development of entrepre-
neurship, this is an increase in the number of jobs,
wages, the termination of the conversion centres,
the opportunity for those entrepreneurs who are
now in the shadow to live honestly.

The volatile currency is another reason for the
inhibition of investment inflows, the financial sys-
tem and, of course, the military conflict between
Ukraine and Russia. An important role is played by
the abolition of the moratorium on the land sale.
This is more important than building infrastructure
for foreign investors. Since Ukraine is a coun-
try with potential, the output can still be found. At
present, representatives in the field of attraction of
investments are actively working and creating leg-

islative provisions that can simplify the process of
entering the investment of a foreign country into
the territory of Ukraine.

Conclusions from this study and prospects for
further exploration in this direction. Direct foreign
investment from the countries of the European
Union is important for the economy of Ukraine. The
creation of a Free Trade Area between Ukraine
and the European Union should be a significant
impetus for the more active investment of Euro-
pean countries in the Ukrainian economy. Foreign
investors create jobs, stimulate economic activ-
ity, lead to GDP growth. Unfortunately, there are
serious obstacles for foreign investors, including
volatile and unpredictable legislation of the author-
ities, abuse of the courts, persecution by the tax
authorities, corruption and a low level of protection
of property rights.
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