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The article deals with the problems of foreign investmentsin Vinnytsya region and the
number of issues connected with them. It says that in there is a great inner shortage of
finances so it’s one has to look for the foreign investments as a solution to the problem. The
term of foreign investment is given as well asthe term of foreign investor. The names of well-
known scientists dealing with the problem are mentioned here. The author determines one has
to solve the problems considering the tendencies of world financial crisis and globalization of
economical relationships. The author emphasizes the increase of foreign investments which
can bring serious changes in the development of production and financial condition of the
country and its regions. The author mentions the importance of foreign investments under the
conditions of globalization of economical relationships. The conditions of foreign investments
of Vinnytsya region are analyzed. All the drawbacks of investment climate of Vinnytsya
region are determined. The prospective of al ineffective methods are named and the ways of
solutions to the problems. The data of foreign investments in industry of Vinnystya region
are given in each field and also in agriculture.

Key words. Foreign economic politics, investment activity, corruption, essential
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O.I'. ®epopuosa

ACIHEKTHU IHO3EMHUX IHBECTHHIfI BIHHI/IIII)KOi OBJIACTI B CYUACHHUX

EKOHOMIYHUX YMOBAX

VY crarTi po3risAaroThes MpoOJIeMH 1HO3EMHHMX I1HBECTHIM y BiHHMIBKINA oOnacTi, a
TAKOX psAJ TMUTaHb, TOB'SI3aHUX 3 HUMHU. B CTaTTi HAroJIONIyeThCs, IO ICHYE BEIUKa
BHYTpIIIHS HeAocTada (iHAHCYBaHHA KpaiHW, OTXKE€  JOBOJIUTHCA IIYKATH 1HO3EMHHX
IHBECTHUIlIN B sKOCTI BUpimeHHS mpobnemu. IlogaeTbes TepMmiH 1HO3EMHHUX IHBECTHUIIIH, a
TaKOX TOHATTS 1HO3EMHOTO 1HBecTOpa. B cTaTTi HAaBOJATHCA iMEHA BIJJOMHX BYCHHX, IO
3aliMalOThC 1i€10 MPO0IIEMOI0. ABTOpKA BU3HAYA€E MTPOOJIEMH, 110 JOBOAUTHCS BUPIILITYBATH 3
ypaxyBaHHSIM TEHJICHIIIH CBITOBOI (hiHAHCOBOT KPU3H 1 ri1o0aiizaiii eKOHOMIYHHUX BiJTHOCHH,
pa3oM 3 TUM MITKPECIIOYM, [0 30UIbLICHHS 1HO3EMHHX IHBECTHULIM MOXYTh BHECTH
Cepio3HiI 3MiHM B PO3BHTOK BUPOOHHWITBA i (DiHAHCOBOTO CTaHy KpaiHM Ta ii PETiOHIB.
Haronomryerscss Ha BaKITMBOCTI 1HO3€MHHUX 1HBECTHIIINM B yMOBax riodanizaiii eKOHOMIYHIX
BiHOCHH. [IpoaHani3oBaHO yMOBM 1HO3€MHHMX 1HBECTHLIM BiHHMIBKOI oOnacti. Buznaueno
BCl HENIOJIIKM 1HBECTUIIHHOrO KiiMaTy BiHHUIBKIH oOxacti. HaBoasTeCs MaHI 1HO3EMHHUX
IHBECTHUIIIH B MPOMHCIOBOCTI BIHHUIIEKOI 001aCTi, @ TAKOXK B CLTLCHKOMY T'OCITOJAPCTBI, SKi
JOBOJSTh JOLLIBHICTG 1HO3EMHUX KaIiTalOBKJIA[E€Hb, BKA3YIOThCS HENONIKM Ta MUISIXU
BUPIIIEHHS TPOOIIEM.

KurouoBi c1ioBa. 30BHINTHLOEKOHOMIYHA MOMITHKA, 1HBECTHIIIIHA AisTbHICTh, KOPYIIIIis,
1CTOTHI 3MiHH, PO3BUTOK BUpOOHUIITBAa BiHHUIIEKOT 00acTi. 1 Tabmurs, JiTeparypa.

E.I'. ®enopuosa, _ _
ACIIEKTbBI THOCTPAHHBIX UTHBECTUIIMUU BUHHUILIKOU OBJIACTU B
COBPEMEHHOM SKOHOMMWYECKOM CUTYALIUU

B cratbe paccmarpuBaioTcs TpoOJIEeMbl HMHOCTPAHHBIX HMHBECTHUIMA B BUHHMIIKOMN
o0jacTu, a TakKe psJ BOIPOCOB, CBSI3aHHBIX ¢ HUMH. Peub MAET 0 GOJMBIIOM BHYTPEHHEM
neguuuTe (UHAHCOB CTPaHbl, O HEOOXOIMMOCTH TOMCKA WHOCTPAHHBIX HMHBECTHIIMN B
KauecTBe pelleHusi npoOiembl. HaBoauTcs TepMHUH HHOCTpPAHHBIX MHBECTHLIMH, a TakKke
TEPMUH MHOCTPAaHHOTO MHBecTOopa. IlepeuncineHbl KMMEHAa H3BECTHBIX  YYEHBIX,
3aHUMAIOIINUXCS ITOW TPOOJIEMOil. ABTOp oOmnpeaessieT MpoOJeMbl, KOTOPbIE MPUXOIUTCS
pemaTb C Y4YeTOM TEHJEHIMH MHUPOBOTO (UHAHCOBOTO KpU3KcCa U Tio0anu3anuu
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HSKOHOMHMYECKUX OTHOILEHHWH, a TaKke MOJYEPKUBACT HEOOXOAMMOCTh YBEIUYCHHUS
WHOCTPAHHBIX WHBECTHULIMMA, KOTOPbIE MOTIYT BHECTH CEPbE3HbIE H3MEHEHHS B Pa3BUTHE
NPOM3BOJCTBA M (DMHAHCOBOTO COCTOSHUS CTpaHbl M ee peruoHoB. lloguépkuBaercs
BaXHOCTh WHOCTPAaHHBIX MHBECTHLIMA B YCIOBUSAX IJ100aIM3allMM  SKOHOMHYECKHUX
oTHoweHHH. [Ipoananu3upoBansl yCcaoBUsS MHOCTPAHHBIX MHBECTUIMH BUHHUIIKON 00sacTH.
OnpenensitoTcss HEAOCTaTKM MHBECTHLIMOHHOrO KinMara BuuHuinkoil o6mactu. Haenensl
JAHHbIE WHOCTPAHHBIX KANUTAJOBIOXKEHUH B pa3Hble OTPAcId MPOMBIIUIEHHOCTH
BunHHIIKON 00J1aCTH, a TaKXKE B CEIBCKOE X03MCTBO. [lepeunciieHbl HeOCTATKH U Ha3BaHBI
MyTH PEIIeHUs IPoOIIeM.

Kurouesnie cioBa. BHEIIHEOKOHOMHYECKAs MOJUTUKA, WHBECTUIIMOHHAS JIEATEIBHOCTD,
KOppYMIIHsI, CyIIECTBEHHbIE M3MEHEHUs, pa3BUTHE MPOU3BOJCTBAa BuHHUIKON oOmactu. 1
Tabnuia, TuTepaTrypa

In an unstable economy, there is an internal shortage financing so it is necessary to find
the way out in addressing search for external sources -foreign investment scope that can
make significant changes in the development of production and financial condition of the state
and its particular regions. In this regard, the work highlights the question of how to: 1)
examine the role and characteristics of foreign investment in the region in the context of
globalization of economic relations; 2) estimate the state of foreign investment in Vinnytsya
region section of the man types of economic activity; 3) identify weaknesses of the
investment climate in Vinnytsya region, its prospects and to analyze all dead methods of
investment areas and ways of overcoming problems. The problems of efficiency of foreign
policy at the present stage gain exceptional value. Firstly, thisis due to a number of factors of
internal character finding economy in transferring to a market economic system, which isin
the objective situation of imbalance in the structure of the economy and its slow restructuring;
specific resource consumption and excessive energy sectors of the economy; low
competitiveness of national production; gradual decline of scientific, technical and industrial
potential of high-tech and others. Successful investing activities provided investment
purposes to achieve them, according to William Buffett, must be directly owned companies
generating cash flow and provide a stable return on equity above average. Participation in
these companies through the purchase of liquid shares may be carried out through
subsidiaries. This annual allocation of invested capital to be determined value and prospects
of companies that need investment. [1].

One should take into consideration the system of external factors: excessive (20 to 90%)
dependence of Ukraine's economy from import monopoly market supply of strategic
commodities (energy, raw material and other resources) for vital industries; the presence of
thousands of Ukrainian enterprises engaged in the production cycle, the final products are
manufactured outside of Ukraine; high dependence of the process of structural and
technological reform Ukraine's economy from various forms of external financing; the lack of
a developed foreign trade infrastructure (informational, legal, marketing, organizational,
trader, stock, exhibition, advertising, etc.); storage of Ukraine status of "merchant outsider" in
world trade due to lack of full or associate membership in the World Trade Organization
(WTO), European Union (EU), the Central European Free Trade Agreement (CEFTA) and
other trade and integration groupings and because of this weak protection competitiveness of
foreign economic activity of Ukraine in the highly competitive international markets of goods,
capital and services; some pressure of other countries to external economic activity of Ukraine
through direct and indirect forms of various trade, investment trade standard, phytosanitary,
technological and financial constraints. [2]. It is noted that foreign investments are values
invested by foreign investors into objects of investment activity according to the legislation of
Ukraine for profit or achieving socia effect. [3]. Investment, including foreign, is not the only
mechanism for development, but also the way of economic regulation by transfusion of
capital. At the present stage of market development the foreign investments are the main
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source of new competitive technologies. Purchase Ukrainian companies whose shares, i.e. the
implementation of mergers; foreign investors are seen as an attractive way of investing with
the positions that reduces the risk by inefficient management. However, investments are
increasing the chances of best practices in obtaining new technology and working capital
during the protracted crisis.

Foreign investment - all kinds of values that are placed by foreign investors in objects of
business or other activity for profit or achieving social effect. Foreign investors are subjects of
other countries which carry out investment activities in the country, namely: 1) legal entities
established under law other than the law of the country; 2) individuals - foreigners who have
permanent residence in the country and not limited in capacity; 3) foreign states, international
governmental and non-governmental organizations; 4) other foreign subjects of investment
activity recognized as such under the legidation of the country. Let's name the types of
foreign investments in Ukraine. Foreign investments may be made in the form of: 5) foreign
currency recognized as convertible by the National Bank of Ukraine;6) currency Ukraine - in
the case of reinvestment in the object of initial investment or in any other investees under the
legislation Ukraine provided tax expense (income);7) any movable and immovable property
and related property rights;8) Stocks, bonds, other securities and corporate rights (ownership
rights (share) in the authorized capital of alegal entity established under the laws of Ukraine
or legislation of other countries) expressed in convertible currency;9) monetary claims and
rights to claims on contracts which are guaranteed by first-class banks and have value in
convertible currency confirmed according to laws (procedures) of the investor's country or
international trade procedures;10) any intellectual property rights, the value of which in
convertible currency is confirmed according to laws (procedures) of the investor's country or
international trade procedures and confirmed by expert estimation in Ukraine, including
legalized on the territory of Ukraine copyrights, inventions, utility models, industrial designs,
trademarks and service know-how, etc;11) the rights to economic activities, including the
right to use the subsoil and natural resources provided under the legislation or agreements, the
cost in hard currency is confirmed according to laws (procedures) of the investor's country or
international trade procedures.

Other values in accordance with the laws of Ukraine. The issue of foreign investment has
been and remains relevant in today's economy, the issues which are highlighted in
fundamental and applied research of foreign and domestic scientists. Among them, we note
the work of William Sharpe, John. Bailey, M. Butko, S. Tereshchenko, L. Fedulova, D.
Béchar and others. The main issues that were considered by them,. theoretical and
methodological basis of the macroeconomic environment of foreign investment, analytical
assessment of direct investments and their impact on the modernization of Ukraine's
economy, analytical assessment of the prospects of the investment climate for foreign
investors, government regulatory mechanisms of foreign investment and so on. However,
there are questions that need further study, given the globa trends financial crisis and
globalization of economic relations.So, in terms of economic instability there is domestic
deficit financing, is necessary in addressing search external sources -foreign investment scope
and focus that can make significant changes in the development of production and financial
condition of the state and its particular regions. In this regard, the work highlights the
guestion of how to:1) examine the role and characteristics of foreign investment in the region
in the context of globalization of economic relations;2) assess the state of foreign investment
in Vinnytsya region section of the main types of economic activity;3) identify weaknesses of
the investment climate in Vinnytsya region, its prospects broken analyze all methods of
investment areas and ways of overcoming problems. The ability to reproduce production
capacity in the commodity finance export-import transactions implemented through foreign
investment. [4]. Direct foreign investments have the potential to create new jobs, are able to
ensure the exchange of experiences on implementation of technological know-how, stimulate
exports and maintain economies in Development. Thus creating a favorable investment
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climate is one of the main objectives of economic development of each country. At the
international level regulatory functions in the field of investment confer on the relevant
committees and organizations. In particular, the basic functions created in the 1964 United
Nations Conference on Trade and Development (UNCTAD) was defined normalization of
relations and the promotion of international trade in the direction of formation of
organizational and economic conditions and mechanisms of modern international economic
relations. Within the UNCTAD meeting in 2012 was noted that the main vector of the
investment policy of the new generation is finding a balance between public policy objectives
and development on the one hand, and the rights of investors - on the other. [5] Moreover,
although the liberal approach is seen as a tool for creation of favorable investment climate,
today's focus reoriented foreign direct investment in priority sectors increasing production
capacity, implementation of social and environmental problems. According to experts not
conducive investment activity in Ukraine is language law demanding mandatory labeling in
regional languages. Most investors refer to negative changes: increase of fiscal pressure,
fluctuations in the exchange rate and monetary policy of the NBU, the increasing complexity
of the political situation in connection with elections, corruption and a weak judicial system.
[6]. Experts believe the level of bureaucracy and government regulation of business in
Ukraine is one of the highest in the world, and for good reason, because according to experts
EBRD in 2012, the highest value in Ukraine is characterized by bureaucracy rate (80.1%).
This leads to the need to protect property rights and minimize risks involved in money and
stimulate investment. The biggest drawback of the investment climate in Ukraine is an
extremely high level of corruption. It is believed that when a Gross Domestic Product (GDP)
per capita is below 8 thousand USD, such a state can be corrupted. In Ukraine according to
data (including all socia benefits and payments), the figure is no more than 5 thousand
dollars. [7]. Asthe investment climate of any country is determined primarily by its economic
stability and political situation, it is clear is the fact that Ukraine is recognized as one of the
most risky countries in Eastern Europe on investments. Serious criticisms cause scientists and
direct foreign investors inconsistent and therefore unpredictable legal leverage foreign
investment. Besides, investment conditions for non-residents in Ukraine have been chanced
for 6 times over the years of independence. It is often a new law repealing or even negates the
previous one. There are different ways of action of law key branches. On the whole, it has
been manipulating the legal framework, which is not recognized by the civilized market.
Remain a number of problems in this area. This is due to especialy difficult economic
situation of our country. In addition, existing inadequate legislation is the main reason that
explains the fact that the volume of foreign investment in the enterprises of Ukraine still
remains low compared to other post-socialist countries of Eastern and Central Europe. Thisis
aresult of lack of confidence in the seriousness of the non-resident of the Ukrainian side.

The decline of investment sphere is the result of investment sphere idle control functions,
complicated administration, lack of transparent and open mechanisms, domestic corruption.
The negative impact on the investment attractiveness performs credit system that provides
high interest rates on loans. Because of high bank interest rates on loans to businesses that are
trying to implement investment projects, it is difficult to compete with loan recipients who
need money for short-term transactions. In the area of monetary policy important task is to
create favorable conditions to enhance long-term lending to the real economy. To overcome
the above problems one should destroy all non-working methods of investment areas affected
by corruption or carry signs of communism and the command economy providing foreign
investors about the current legidation regarding foreign investment. As there’s no single
approach to the status and cancellation of previous laws, so it is difficult to determine which
laws remain in force and which were canceled. [8].

Attractive to foreign investors legal environment must meet three conditions. Firstly,
private investors, both foreign and domestic, should be assured that their investments are
protected well developed system of laws. Secondly, investors have to be convinced that laws
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are implemented in life: the most perfect legislation has no value if not implemented in
practice. Thirdly, investors need stability and predictability of the system of jurisprudence.
This is possible due to: mitigate interest policy; reorientation of credit banks into long-term
credit; preferential tax profit from operations of commercia banks long-term credit; creation
of special investment banks providing concessional credit terms investment programs. [9].

The needs for foreign investments are defined: 1) Extremely low investment activity of
its own producers and citizens (in terms of prolonged economic crisis, stagnation of
production, inflation frantic process of internal investment almost stopped recently); 2)
Urgent need of technical and technologica modernization, the entire market and social
infrastructure by importing modern technology, machinery and equipment; 3) the need for
implementation in al areas of economic management and new marketing framework that
ensures investor protection and non-discrimination of foreign companies, the possibility of
formation of new companies profit, conflict resolution. A key factor to attract large foreign
capital in Ukraine's economy is his first participation in the privatization of strategic objects.
On the one hand, about 50% of foreign investment is secured by foreign investors through
participation in the privatization of Ukrainian enterprises. On the other hand, the objects
offered for privatization involving foreign investors have for the last unattractive. The main
reasons for this are. a weak legal framework, which significantly complicates the
implementation of any real control outside the owner of the business where it has a
controlling stake; a third of privatized enterprises still state reserves too large stakes (30%);
the state continues to interfere in the development of important sectors (e.g. energy). With the
belief of foreign experts for effective participation of strategic investors in the Ukrainian
privatization should give up manua control of the economy, increase the role of self-
regulation organizations to adopt clear and long-term privatization legislation. Despite the
fact that all regions of Ukraine on December 31, 2011 Vinnytsya region ranked 18th in size
of foreign investment, it remains one of the most promising areas for investors. In recent
years, leaders of Vinnytsya region have intensified activities to attract foreign investors,
resulting in a growth of foreign direct investment of 176.5 million Dollars. The United States
in 2009 to 226 million USD. USA have invested in 2011 even more (growth was 28%)
(Chartl). With the support of the Vinnytsya Regional Council in the ongoing implementation
of 12 agreements on trade-economic, scientific-technical and cultural cooperation of
Vinnytsya Region and the Republic of Poland (sold over than 200 partnership agreements),
Belarus, Russia, Moldova, Romania and Transnistrian region of Moldova. A protocol of
intent with Anhoi province of China and Osiyechko-Baranskii Zhupania Republic of Croatia
issigned [10].

The experience of Central and Eastern Europe testifies to the expediency of restricting
access of foreign direct investment in the banking sector, the production of and trade in
weapons, explosives, ammunition; production and sale of electricity. This will reduce the
importance of false investments and improve the socio-economic development. The stability
of the legidative environment is one of the methods of minimizing false investments.
However, the effectiveness commitment to stabilization is not unique. On the one hand, they
increase the stability and predictability of the conditions of the investor and thus stimulate
attraction of investments in long-term and medium-term projects. On the other hand,
stabilization obligations pose a risk to realization of the sovereign rights of States acceptor
investments on economic management and the introduction of legislative and regulatory
measures. [11]. The priority areas of investment for foreigners are industry and real estate,
renting and business activities. Total direct foreign investment and industry in Vinnytsya
region for the period 2009-2011 amounted to 342 million, and in the direction of property and
engineering operations - 137.4 million US Dollars.

It should be noted that the largest growth rate of foreign investments in Vinnytsya region
characterized by construction, where investments from 2009 to 2011 increased by 1,179.2%
(3.6 times) and utilities, where investments from 2009 to 2011 increased by 409.3% (2.3
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times) [12-13]. Stable growth of investment income is characterized by processing industries.
Their average level for 2009-2010 amounted to 90.1 million UAH which in the total foreign
direct investment amounted to nearly 44%. Thistrend is caused by activities in the Vinnytsya
region of large agricultural holding companies and corporations, the structure of which alarge
proportion of foreign trade. Among them, the American multinational 'Monsanto' future plans
in which the seed plant construction worth more than 130 million USD. Thus, the USA will
help to cut 10% of imports of maize seeds for the needs of local farmers. "Agrana Fruit
Ukraine" which belongs to the holding company “Agrana Group” (France) successfully
carries out its activities with production of juice concentrates in Vinnitsa region. It is one of
the most powerful food producers in Europe, has 36 processing plants for agricultural
products in 27 countries. Nemiroff Company heads for large enterprises and it is the leader in
Vinnytsyaregion, Nemirovsky district and the city of Nemiroff.
Chart 1. Rank of foreign investment in Vinnytsyaregion for theperiod of 2009-2011

Ne avgr:\ge Deviation
Type number 2009 | 2010 | 2011 | for ZOOZ%Irlom
2009-
2011 p
Activities Thou- %
Sand
$USA
1 | Agriculture, hunting and | 183930 | 177041 | 19317,3 | 18471,5| 9243 5,0
related services
2 | Industry, including 10368,1 | 112881,4 | 125529,3 | 11406,3| 21921,2 21,2
- Mining 20191,3 | 23480,6 | 26289,8 | 23320,6| 6098,5 30,2
- processing 83416,8 | 88576,8 | 98421,6 | 901384 | 15004,8 18,0
3 - construction 358,2 3801,8 | 45821 | 29140 | 42239 1179,2
4 | Trade; repair of motor | 18306,0| 21506,1| 21553,6| 20455,2f 3247,6 17,7
vehicles, household goods
and personal consumption
5 | Transport and | 2887,7| 29620 | 3426,0| 30919| 5383 186
communication
6 Redl estate,| 32856,5 | 533835 | 511750 | 458050 | 183185 55,8
renting,engineering  and
business activities
7 | Grant of public and 66,7 270,5 339,7 | 2256 273,0 409,3
individual Services;
activity
in culture and sport
8 | Other activities 30,0 33,6 71,0 44,9 41,0 136,7
9 | Tota: 176506,2 | 212543,0 | 225994,0 |205014,4| 49487,8 28,0

Nemiroff occupies 18th place in the ranking and it's one of the most promising budget
fees during the period of 2008-2011. Average increase tax deductions amounted about 24%
per year.[14]

Thus, the key to success, an important area of improving the conditions of enterprises of
Vinnytsya region is investment. To attract foreign investment, expand investment needed
government support. In general, foreign direct investment should meet the national interests
of the country and will not threaten its economic security. Prospects for further research
concerning the development of recommendations for the formation of the program to attract
foreign investment, increase annual GDP per capita, fighting corruption and definition tools
for marketing moves to increase the investment attractiveness of the region. Another, equally
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important, the mechanism of investment activity regulation is land reform. It is necessary,
following the relevant legal framework, to make it to market agricultural land would give the
state more substantial financial resources to non - confidence in the seriousness of the
Ukrainian side, resident - additional statutory resources in the creation of enterprises and
powerful way to stimulate banks in long-term investing (through the development of a
mechanism of mortgage of land). [15].
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