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ROLE OF INVESTMENTS IN FORMATION OF ECONOMIC
GROWTH IN THE REGIONS OF UKRAINE

Investments play a huge role in the economy of any country. A necessary factor for
attracting investment to the regions is the presence of a favorable investment climate in the
country. The problems of increasing the investment attractiveness of regions and enhancing the
investment activity of enterprises remain the most urgent. The role of investments in the overall
financial system of Ukraine can hardly be overestimated. They play an important role not only
in the development of economic activities of enterprises, but also have an impact on overcoming
regional socio-economic problems, infrastructure development, and improvement of regional
competitiveness indicators. In conditions of tough competition, it is investment resources that
contribute to new construction, technical re-equipment, the development of innovative
technologies, the expansion and reconstruction of production. The article analyzes the
attraction of foreign investment at the regional level, identifies the most investment-attracted
industries. The directions of investments in the analyzed regions are investigated. The foreign
experience of several countries is analyzed. The negative reasons for the outflow of investments
from the country have been identified. A number of recommendations are proposed to improve
the investment attractiveness of regions.

Keywords: investments, investment attractiveness, capital investments, industrial parks.
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Problem definition. In the formation of an effective economic system, investments are
an important source at the present stage. The development of the economy requires significant
injections of investment resources. A necessary factor for attracting investment to the regions
is the presence of a favorable investment climate in the country.

The problems of increasing the investment attractiveness of regions and enhancing the
investment activity of enterprises remain the most urgent. The role of investments in the overall
financial system of Ukraine can hardly be overestimated. They play an important role not only
in the development of economic activities of enterprises, but also have an impact on overcoming
regional problems of a socio-economic nature, development of infrastructure, and improvement
of regional competitiveness indicators.

In conditions of tough competition, it is investment resources that contribute to new
construction, technical re-equipment, the development of innovative technologies, the
expansion and reconstruction of production.

Review of recent research and publications. Currently, there are many scientific
studies, opinions, theoretical aspects regarding regional investment attractiveness, which are
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reflected in the works of such scientific researchers as: L. S. Bordanova, N. A. Birchenko, I. V.
Milko, N. V. Roshchina, N. I. Ryzhikova, N. E. Skorobogatova, V. P. Potapova, G. M. Puriy,
Y. G. Prav, V.V. Yakimenko and others [1-6]. Despite a significant amount of research on this
topic, many works are devoted precisely to reflecting the problematic aspects of attracting
foreign direct investment in the national economy of the country. Attraction of investments at
the level of a separate region, industrial enterprise is not fully reflected.

Definition of objectives. The purpose of the article is to study the possibilities of
attracting investment at the regional level.

Outline of main researching. According to the data of the National Bank of Ukraine,
USD 4.46 billion was attracted in 2018; in 2019 — 5.86 billion dollars; in 2020 a negative value
of 868.2 million dollars. Over the past two years, there has been an outflow of foreign direct
investment from Ukraine, despite the planned increase in investment in the country at the level
of 3.1 billion dollars [7].

A strong economy, structural innovation policy and decentralization of foreign direct
investment are needed to attract foreign capital. Of course, the pandemic crisis had a significant
negative impact on attracting investment.

To attract investment to the regions, an investor must have an assessment of the degree
of investment attractiveness and the level of existing risks. For a long period of time, in the
rating of investment attractiveness of regions, the first place belongs to the city of Kiev, fig. 1.
Foreign investment was directed to such spheres of economic activity as: wholesale and retail
trade, financial and insurance activities, technical maintenance of transport, information
services, telecommunications and real estate services, professional and scientific and technical
activities.
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Source: built by author.
Figure 1. Distribution of foreign direct investment by regions of Ukraine for 2018-2020
(USD million)

For the period 2018-2019 the second place in the rating of regional investment
attractiveness belonged to the Dnipropetrovsk region, however, in 2020 there is an outflow of
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investments in the amount of 475.1 million US dollars. Investors were interested in the
industrial sector, which includes the metallurgical industry, mechanical engineering and
mining, construction and services. The main investors are Cyprus, Netherlands, Turkey,
Austria, Germany and France.

The growth of investment attractiveness is observed in the Kiev and Lviv regions.
Investors from Cyprus, Poland, Netherlands, Germany, USA, Denmark directed investments in
the industry of this region, as well as financial, insurance, transport, courier activities and
warehousing.

Investors are constantly interested in the Poltava region, from 236.8 million US dollars
in 2018, the amount of investments in this region has more than doubled, but in 2020 there is a
certain decline, however, a foreign investor is still interested in investing in the region.
Investments in the Poltava region come from 42 countries of the world. The main investing
countries are Switzerland (73.3%), the Netherlands (13.8%), Cyprus (9.3%). Most of them are
accumulated in the extractive industry and quarrying - 77.5%, processing industry enterprises -
13.6%. Now there are 221 enterprises with foreign investments in the region. [8].

Another region of Ukraine draws attention, namely the Nikolaev region, over the past 3
years, investments have increased 10 times from 28.7 in 2018 to 289.6 in 2020. Investors are
mainly interested in: the development of the sea-economic complex, machine-building
complex, processing industry and food production. The main investments come from Cyprus,
Singapore, the Netherlands, the USA and Belgium.

In the context of market transformations in the Ukrainian economy over the past decade,
the main sources of capital investment formation are the own funds of enterprises, fig. 2.
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Figure 2. The part of sources of formation in the total structure of capital investments for the
period 2010-2019, %.

Funds from the state and local budgets occupy an insignificant part in the overall structure
of capital investments and are in the range of 3-5% and 7-9%, respectively. Investments of the
population in 2014 and 2015 were at the level of 11-12%, but in 2019 they decreased to 5.2%.
Over the past 2 years, banks have shown interest; their share in the total structure of capital
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investments ranged from 8 to 12%. The share of foreign investment is not shown in the diagram,
because in the general structure of capital investments is from 2 to 1%.

The main reasons why investors do not invest in Ukrainian enterprises are: oligarchization
of the economy; high rates of corruption, mistrust of the judicial and financial systems;
monopolization of markets; difficulty in understanding tax legislation and its constant change;
military operations in the southeast of the country, population migration from the country. Table
1 presents a comparative analysis of investment indicators in relation to GDP for countries
geographically neighboring Ukraine.

Table 1. Investment indicators for the period 2010-2020, % of GDP.
Country | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Ukraine | 209 | 22.4| 21.7| 185| 134 | 159| 21.7| 20.7| 18.6| 12.6| 6.59
Poland 215| 227 213| 193] 20.7| 206 | 19.7| 199| 20.8| 19.7| 173
Turkey | 26.8| 31.0| 28.1| 29.6| 29.0| 28.2| 28.0| 30.7| 29.3| 24.8| 315
Russia 20.7| 243| 246| 233| 224 | 221 | 231 | 237 | 22.0| 228 | 234
Slovakia | 23.8| 25.2| 20.6| 209 | 21.7| 243 | 23.0| 22.9| 23.2| 236 16.9
Source: built by author on [10].

Table 1 shows that Ukraine at the end of the analyzed period has the lowest rates in
comparison with neighboring countries. This indicates that the chosen strategy for the country's
development until 2024 was imperfect. In March 2021, the National Economic Strategy for the
period up to 2030 was approved. This strategy provides for economic growth by 40% and
attracting foreign investment, efficient use of the land market, continuing the concession,
activating non-state pension insurance, reducing the unemployment rate to 5%. Table 2 presents
an analysis of this indicator in comparison with some neighboring countries with Ukraine.

Table 2. Indicators of the unemployment rate, % of the total labor force.
Country | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
Ukraine 81| 79| 759| 72| 93| 91| 94| 96| 90| 85| 90

Poland 9.6 96| 10.1| 103 9.0 7.5 6.2 49| 3.89 3.3 3.2
Turkey 111 91| 84| 90| 99| 102| 109| 109| 11.0| 13.7| 131
Russia 74| 654| 55| 555| 515| 56| 556| 526| 486| 46| 5.8

Slovakia | 145| 13.7| 140| 143| 132 115 9.7| 816| 6.56 5.8 6.7
Source: built by author on [10].

As can be seen from the data in Table 2, currently the country has a fairly high
unemployment rate of 9% (but it should be borne in mind that these are official data, in fact,
the unemployment rate is much higher).

Ukraine should learn from the experience of neighboring countries, such as Slovakia (the
indicator has decreased by more than 2 times) and Poland (the unemployment rate has decreased
by more than 3 times).

Ukraine can still attract investors to the industrial sector, construction, IT companies,
high-tech production due to the creation of industrial parks at the regional level. Investing in
industrial parks provides for the provision of a number of tax benefits to this investor, namely:
tax - on profits for five years, and in the future, subject to the export of products (goods, works,
services), payment of only 50% of this tax; on VAT - will allow to apply a rate of 3% for
equipping an industrial park with imported equipment within 10 years. The same preferential
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VAT rate is also applicable when imported raw materials are used for the manufacture of
finished products if products are exported with a volume of at least 50% of the manufactured
one. It should be noted that when importing equipment for the operation of an industrial park,
no import duty is levied, and if a loan is used to equip the park, a partial reimbursement of
interest on the loan is provided.

As of 01.06.2021, 49 industrial parks operate in Ukraine, two more are being registered.
Of course, in comparison with South Korea (1200 parks, the USA - 400, China - about 1600
[11]) this is a drop in the ocean, but changes at the legislative level will allow us to take a closer
look at Ukraine. Industrial parks are located in 20 regions of the country, their largest
concentration in the Kiev region (11), Lvov (8), three parks are registered in each region of
Vinnitsa, Donetsk, Dnepropetrovsk, Sumy [12].

Many factors contribute to the development of industrial parks in Ukraine, and this
geographical location expands the possibilities of transport logistics; high qualifications of both
management personnel and production links; transport connection; long-term lease of a land
plot for 30-50 years; natural resources; climatic conditions.

However, the most important factor in attracting investment is precisely the trust of
investors. The data of the annual rating of investment attractiveness Doing Business-2020
positively testifies to the improvement of the investment climate in Ukraine. In the structure of
190 countries of the world, Ukraine improved its indicators by seven positions and took 64th
place. Among the post-Soviet countries, the best place, 7th, belongs to Georgia, Estonia in 18th
place, Poland in 40th place, Slovakia in 45th place [13]. It should also be noted that in 2019
S&P Global Ratings raised the long-term sovereign credit ratings of Ukraine in foreign and
national currencies from «B-» to «B», and the ratings on the national scale in Ukraine - from
«uaBBB» to «uaAy, thereby confirming the short-term ratings at the «B» level [14].

Despite the improvement in the investment attractiveness of Ukraine, in 2020 foreign
investments in Ukraine amounted to less than 52% of investments in 2019. This indicates a low
corporate social responsibility and inefficient corporate governance, as a conclusion there is
capital outflow from the country. As of the beginning of 2020, USD 6.272 billion was invested
from Ukraine in other countries [9].

Therefore, Ukraine needs to use the foreign experience of such countries as: Turkey,
Czech Republic, Poland, Slovakia, China, United Arab Emirates. Attention is drawn to the
development of eco-industrial parks in China, which make it possible to use ecological
production. The created investment parks can have a positive impact on improving the trade
balance, increasing efficiency in foreign markets, are able to attract a significant number of
investors, improve infrastructure at the regional level, fill local budgets, create jobs, help reduce
unemployment in the country and the outflow of labor to other countries.

Changes in the legal framework should make positive adjustments for the investment
attractiveness of the country. But it remains an essential and negative fact that the
documentation processes of creation of an industrial park can sometimes last for years, which
naturally only repels the investor. One of the directions in solving this problem can be applied
to the Chinese experience. To speed up the workflow for the creation and commissioning of an
industrial park in China, they use a single management company-developer. Its responsibilities
include:

* drawing up a plan for the development of an industrial park, as well as a plan for the
location of companies;

« coordination of building projects and construction management;

» mediation between the residents of the park and the regional administration;
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* provision of enterprises, located in the park, courier, secretarial, accounting, logistics
services;

« creation and maintenance of engineering, transport and social infrastructure;

* assisting residents in connecting to communications, as well as in solving other
infrastructure issues;

» ensuring the protection of the territory of the industrial park, fire safety [15].

The development of industrial parks in China creates more than one million jobs annually.

Conclusions. The study of the investment attractiveness of Ukraine reflected the decline
in this index. The outflow of foreign investments over the past 2 years is negative. Changes in
regulatory and legislative acts should positively influence the investor's decision in the
development of industrial parks in the regions of the country, and reforming the economic
system is a necessity for an effective domestic investment policy. The availability of tax
incentives, favorable conditions for doing business will attract investors and entrepreneurs to
the regions. Attraction of investments at the regional level will make it possible to develop
transport, engineering infrastructure, produce ecological and high-tech production, increase the
number of jobs, and contribute to the growth of tax revenues to the budget. Thus, the
development and creation of investment parks will significantly optimize the economic
situation in the country.
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Becconona C.I.

POJIb THBECTHIIH ¥ ®OPMYBAHHI EKOHOMIYHOI'O 3POCTAHHS PEI'IOHIB
YKPATHH

Ineecmuyii' gidieparoms Genuke 3HauyeHHs 8 eKOHOMIYi 0y0b-sKoi Kpainu. Heobxionum
YUHHUKOM OJisl 3A/LYYeHHS THBeCMUYILl 8 Pe2iOHU € HASBHICMb CRAPUAMIUBO20 [HBECMUYILIHO20
Kiimamy 6 Kpaini. Hatibinbw axmyanvHumu 3aiuwlaromscs npooiemu  nio8ulyeHHs
iHgecmuyitinoi npusabausocmi  pecionié ma akmugizayii  iHeeCMuyiuHoi  OisLIbHOCMI
nionpuemcms. Ponv  insecmuyiui 6 3acanvuill  ¢hinancositi cucmemi Yxpainu 8ajicko
nepeoyinumu. Bonu eparoms 8axiciugy poiv He MmilbKu 8 po36UMKY 20Cn00apCcubKoi OiibHOCMI
nionpuemcms, ane i 6NIUBAIOMb HA HNOOOJAHHA PEeClOHAIbHUX NpoOIeM COYIANbHO-
EeKOHOMIYHO20 — Xapakmepy, pO36UMKY  IHpACmMpyKmypu,  NONINUWEHHIO — NOKA3HUKIB
PE2IOHANbHOI  KOHKYPEHMOCNPpOMOdCHOCmI. B ymoeax owcopcmkoi  KOHKYpenyii came
IH6eCmMUYitini  pecypcu CHNpusiloms HOBOMY OVOI6HUYMEY, MEXHIYHOMY Nepeo30POEHHIO,
PO36UMKY THHOBAYIUHUX MEXHOI02IU POWUPEHHIO | peKOHCMPYKYIT 6upobHuymea. ¥ cmammi
NpPOBeOeHO aHAai3 3aNYYeHHs IHO3eMHUX [HEeCMuyill HA pe2iOHANbHOMY pI6HI, BUsEIeHi
Haubibwl IHBeCMUYItHO 3anyyalomsbcs  2anysi. Jlocnioxceno Hanpsamku iHeecmuyiu 6
ananizoeati pezionu. IIpoananizosaro 3apyobixcrutl 00c6io pizHux Kpain. Buseneno necamusni
NPpUYUHU 8I0MOKY IH8eCmMUYill 3 KpAiHUu. 3anponoHo8aro pso pekomeHoayiti OJisi NOJINUEHHs.
iH6eCmMuYitiHoOi npueadIUBOCMI PeCioHis.

Knrwowuosi cnosa. I[neecmuyii, ineecmuyiliina npusabaugicmv, KanimaibHi iHeecmuyii,
iHOycmpianbHi napku.

becconosa C.H.

POJIb MHBECTHUIUI B ®POPMUPOBAHUYU SKOHOMHYECKOI'O POCTA PETHOHOB
YKPAUHBI

Hneecmuyuu ueparom ocpomuoe sHaueHue O0Jisl IKOHOMUKU N100ou cmpansl. Heobxooumvim
Gaxkmopom Ons npuenedeHus UHEECMUYULl 6 PeSUOHbl AGNAEMCs HAIudue Oaa2onpusimHo20
UHBECUYUOHHO20 Kaumama 6 cmpane. Haubonee axmyanvnvimu ocmaiomcs npoodnembvi
NOBbILUIeHUS  UHBECMUYUOHHOU — NPUBNEKAMENbHOCMU — PeUOHO8 U AKMUBU3AYUU
UHBECMUYUOHHOU OeamenvHocmu npeonpusmuil. Ponv uneecmuyuii ¢ obweli ¢uHancosou
cucmeme YKkpaunwl codcHo nepeoyenums. OHu uzparom eadicHyio posib He MOJbKO 8 pa36Uumuu
XO35UCMBEHHOU 0eAMeIbHOCMU NPEeONPUAMUL, HO U OKA3bIEArOm GIUAHUE HA NPeo0OJIeHUe
PeGUOHAIbHBIX npobnem COYUATLHO-IKOHOMUUECKO20 xapakmepa, pazeumuio
UHppacmpykmypul, YIyduleHuto nokazameneu pecUOHANbHOU KOHKYpeHmocnocobnocmu. B
VCIOBUAX IHCECMKOU KOHKYPEHYUU UMEHHO UHBECIUYUOHHbIE PeCyPCbl CHOCOOCMEYION HOBOMY
CMpoOUmenbCmesy, MexHU4eckoMy nepesoopydCceHUI0, pazeumuro UHHOBAYUOHHbIX MeXHON02Ul
pacuupenuro U peKoHCmpyKyuu npou3eoocmea. B cmamve npoeeden ananuz npueneuerue
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UHOCMPAHHBIX UHBECTMUYUL HA PE2UOHANbHOM YPOBHE, blAlleHbl Haubonee UHEeCMUYUOHHO-
npuenexkaemvie ompaciu. Hccnedosanvl Hanpasienus UH8eCmuyuli 8 AHAIUZUPYEMble PESUOHDL.
IIpoananusuposan 3apybedichviti onvlm psaos cmpaw. BuiseneHvl HecamueHvie NPUUUHB
ommoxa uHeecmuyuii u3 cmpaunvl. Ilpeonoscen paod pexkomenoayuu Onas  YAVHULeHUs
UHBECMUYUOHHOU NPUBTEKAMEIbHOCMU PESUOHOS.

Kniouesvie cnoea. unsecmuyuu, uHEECMUYUOHHAS NPUBTEKAMENbHOCb, KANUMALbHbLIE
uHeecmuyuy, UHOYCMpUaibHble NAPKU.



