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FOREIGN INVESTMENTS AND EXPORT ACTIVITIES OF UKRAINE

Abstract. The article is focused on the analysis of characteristics, problems and prospects of attracting and appli-
cation of foreign investments in the economy of Ukraine. The importance of ensuring its positive impact on the export
activities of domestic businesses is primarily considered. The peculiarities of the international investment market func-
tioning in the conditions of globalization in the sphere of finance are presented. The role of transnational companies at
the current stage of development of the international finance system is outlined. It is emphasized that direct foreign
investments are one of the most desirable forms of long-term investments for our country. This results from its contribu-
tion to the implementation of powerful ambitious and large projects of industrial, technological and marketing purpos-
es, which collectively determines the country's export opportunities in world markets. An analysis of the dynamics, geo-
graphical and sectoral structure of foreign direct investments in Ukraine is conducted. It was found that the largest
foreign investors in our country are representatives of a small number of countries; the group of offshore investments is
clearly traced in foreign capital; the sectoral structure of investments is dominated by areas focused on rapid payback
and low technological effectiveness. The main problems in the development of export activity along with the modern
factors that determined the processes of export activity of Ukraine in 2020 are considered. An econometric model of
Ukraine's exports of goods and services dependence on foreign direct investments on the basis of current statistics for
2004-2020 is created. The study found that the impact of foreign direct investments on the development of Ukraine's
export potential has already begun to manifest in domestic economy. At the same time, the need to further attract for-
eign investments into the economy of our country was emphasized. It is due to the priority of structural adjustment of
the domestic industrial complex, enhancement of the country's export potential and implementation of strategies for
overcoming the economy's dependence on energy imports.

Key words: foreign investments, investment resources, financial globalization, foreign direct investments, export
activity.
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IHO3EMHI IHBECTHUIII TA EKCOOPTHA JAISVIBHICTH YKPATHU

Anomayin. Cmamms npuceéaiena ananisy xapakmepHux puc, npooiem ma nepCcneKkmus 3a1yHeHts i GUKOPUCMAanHs
iHO3eMHUX TH8eCmUYil 8 eKOHOMIYI YKpainu nepedycim 3 0210y HA 8AHCIUBICMb 3a0e3neUeHHs IX NO3UMUBHO20 BNIUBY
Ha eKChOpmHY OIANbHICIb 8IMYUHAHUX CY0 €kmie 2ocnodaprosants. Hasedeno ocobnusocmi (yHKYIOHYBAHHA MIHCHA-
POOHO20 THEeCMUYIUHO20 PUHKY 8 yMosax enobanizayii y cgepi @inarncie. OkpecieHo poib MpaHCHAYIOHATbHUX KOM-
NAHill HA CY4aAcHOMY emani po3eumKy CUCeMU MidcHapoOHux @inancie. Hazonoweno, wo npsami inosemHui ingecmuyii
07151 Hawol Kpainy sucmynaroms 0OHIEI0 3 HAUOINbW 6ANCAHUX POPM 00820CHMPOKOBUX KANIMANOBKAAOEHb, MOMY U0
B0HU CRPUAIOMYb Peanizayii NOMYHCHUX aMOIMHUX MA 6eAUKUX NPOEKMI8 UPOOHUYL020, MEXHONI02IUHO20, MAPKEMUH2O0-
6020 NPUBHAYEHHS, WO CYKVNHO GU3HAYAE eKCNOPMHI MOJICTUEOCMI KpaiHu Ha céimosux punkax. IIpoeedeno ananiz
OuHamiku, eeozpaiyHoi ma 2any3e8oi CMpyKmypu npamMux iHo3eMHux ineecmuyil 6 Yxpaiuni. 3’sacosano, wo: Haubins-
wi iHO3eMHI IH8eCcmopU 8 HAWill KpAiHi € NPe0CmaBHUKAMU HeBeIUKOI KilbKOCMI KpaiH, y IHO3eMHOMY Kanimaui 4imko
NPOCMeENCYEMbCA 2PYNA OQPUIOPHO20 THBECMYBAHHA, V 2AIV3e8il cmMPYKmypi iHeecmuyitl OOMIHYIOmMb cpepu, opieHmo-
6aHI HA WBUOKY OKYNHICMb Ma HU3bKY MexHono2iunicme. Po3zenanymo ocnoeni npobniemu y po3eumky eKcnopmuoi
OIAILHOCMI MA BU3HAYEHO CYYACHI YUHHUKU, WO BUSHAYUIU Npoyecu eKchopmHoi dianvnocmi Yrpainu y 2020 poyi.
THobyoosana exonomempuuna mooenv 3a1eHCHOCMI NOKA3HUKA eKCHOpmy mosapie ma nociye YKpainu 6i0 Haoxoo-
JICEHHST NPAMUX THO3EMHUX THEeCMUYIll HA OCHO8I cyuacHux cmamucmuunux oanux 3a 2004-2020 pp. V pe3yrvmami
00Ci0JHCEHHS 6CMAHOGIEHO, WO GNIUE NPAMUX IHO3EMHUX THGECMUYILl HA PO36UMOK eKCNOPMHO20 NomeHyiany YKkpainu
6 eKOHOMIYi Hawoi Kpainu édice no4ag nposenamucs. Boonouac nazonowieno npo Heobxionicmes nooanrbuio2o 3aiy4eHHs
[HO3eMHUX [HeeCmMUYIll 6 eKOHOMIKY YKpainu, wo 06yM081eH0 npiopumemnicmo CmpyKmypHoi nepe6yoosu eimuusnsi-
HO20 NPOMUCTI08020 KOMNAEKCY, HAPOWYEAHHS eKCHOPMHO20 NOMEHYIaNy Kpainu, peanizayieio cmpameziti noOONaHHs
3ANeAHCHOCIE eKOHOMIKU 8I0 IMNOPMY eHep2opecypcie mowo.

KurouoBi cioBa: iHO3eMHI iHBecTHIIi, iHBECTHIIINHI pecypcH, (iHaHCOBa rirodaiizamis, MpsMi iHO3EMHI iHBe-
CTHII{, eKCTIOPTHA [isUTbHICTB.
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Formulation of the problem. At the current stage organizations and rating agencies regularly conduct
of the global economy development, foreign direct research on the investment attractiveness of territories,
investments remain an important form of international investment risk and rating positions of countries in the
internationalization and economic cooperation. Flows field of attracting and using foreign capital. Foreign
of foreign direct investments are becoming global, investments as a factor of economic development of
countries and regions compete to attract investment Ukraine are considered by M. Pashkevych, A.
resources to achieve the goal of a high level of socio- Pekhnyk, I. Chunytska, O. Sharov. R. Bilyk and S.
economic development in a rapidly growing global Polishchuk are studying the transformation of our
investment demand. Attracting foreign investment is country's investment processes in the conditions of
consistent with the benefits and risks that exist in the global financial instability. Peculiarities of the
host country. In such conditions, competitive formation of investment climate in Ukraine are also
advantages are obtained by those countries and regions considered as the subject of scientific research by
that are able to offer more attractive, stable and optimal domestic scientists, among them O. Burdylo, A.
financial and economic mechanisms for regulating the Gushcha, E. Mordan, Y. Shvets. Yu. Kolupaev, S.
movement of investment resources within the Zalyubovska, 1. Melnychuk study the existing
established national strategy for attracting foreign problems of attracting investment resources. Aspects of
investment. using foreign investments to intensify Ukraine's export

The issues of attracting and effective usage of activities with a preference for the production and sale
foreign investments remain relevant for Ukraine, on the world markets of goods with high added value
especially considering its use to stimulate the remain relevant.
development of export potential. It is important to Setting objectives. The purpose of the article is to
emphasize that Ukraine has consolidated its export substantiate the impact of foreign direct investments on
specialization as a country that sells low-processed the development of Ukraine's export activities.
products on the world market. The prices of world Presentation of the main research material.
market have the ability to fluctuate under the influence Globalization in the field of finance contributes to the
of a number of factors, which is negatively reflected in ability of quick and effective financial resource
the country's export earnings. attraction for the development of its own economy. At

Analysis of recent research and publications. the same time, it determines the ability to act as a lever
The scientific works of many domestic and foreign of influence. Financial globalization can not only
scientists are dedicated to the study of foreign revive investments, but also significantly slow down,
investment processes at the global and at the national channel them in a direction that does not always fully
economies level or regions. International analytical meet the established national priorities or interests.
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Nowadays global business takes into account the
level of efforts of entrepreneurs, politicians, financial
institutions, educational centers and NGOs to form and
implement a favorable ecosystem for doing business.
The attitude of investors for decision-making directly
depends on strategic factors that have an impact on
business development. It is, in particular, the ability to
attract qualified personnel and identify areas of staff
development and education [1].

Attracting foreign investments is consistent with
the benefits and risks that exist in the host country.
Today, the global economy reveals the essence of
investment policy as the revival of cooperation with
foreign investors, regulation of economic, political and
social activities, control over the market [2, p. 37]. The
number of positive aspects are observed in Ukraine,
such as liberalization of currency legislation, stability
of the national currency, reducing inflation, continuing
dialogue with the IMF. Unfortunately, old problems
remain — distrust of the judiciary, political and
economic turbulence [3]. In the meantime, the shadow
economy, lack of incentives, lack of operational market
information and low level of cooperation with investors
constrain the attraction of foreign investments [4,
p. 34-35].

Transnational companies play an important role at
the present stage of development of the international
finance system and economic relations in general. The
vast majority of foreign direct investments is invested
and controlled by these companies. It is justified by the
liberalization of regulation of foreign direct
investments in most countries around the world within
the general trend of intensifying policies to encourage
the development of market relations.

The investment market of Ukraine is represented
by such multinational corporations as Coca-Cola,
Hewlett-Packard, Samsung, Nestle, Nokia, Toyota,
Metro Cash & Carry, British American Tobacco, as
well as powerful FMCG companies that produce goods
for everyday use and daily demand (food, beverages,
cosmetics, household chemicals). Coca Cola,
Volkswagen, Panasonic, Sony and some others entered
the Ukrainian market with initial investments. Despite

this most of these companies concluded comprehensive
agreements  regarding merger and acquisition
processes. If the socio-economic situation becomes
unstable, such processes reduce the vulnerability of
enterprises and contribute to the qualitative
reorganization and modernization of existing
production processes. Also, increase  the
competitiveness of the economy and products along
with employment [5, p. 25].

Foreign direct investments are one of the most
desirable forms of long-term investments, because its
contribute to the implementation of powerful ambitious
and large projects of industrial, technological and
marketing purposes. In addition, the country's economy
receives new technical solutions, modern practices of
corporate governance and others.

Foreign direct investments in Ukraine's economy
demonstrated an increase due to the direct participation
of private equity investor in capital formation, in
particular for the period from January to June 2021 by
2.7 billion US dollars (of which 2.3 billion dollars —
reinvested earnings of direct investors). Such inflows
of foreign direct investments were determined
primarily by reinvested earnings received by foreign
investors. At the same time, excluding the investor's
reinvested earnings, investments in the capital of direct
investment enterprises ($ 430 million) were clearly
insufficient even to compensate for the outflow of
direct investors' funds through debt instruments ($ -460
million). It will be recalled that reinvested earnings
mean the share of investors in retained earnings or
losses of the enterprise. It is calculated on the basis of
net operating income in accordance with the share of
foreign investors in the share capital.

In compliance with official statistical sources, the
inflow of foreign direct investments for 10 months of
2020 amounted to only $ 220 million dollars (for
comparison: in 2019 — $2.5 billion). Note that in 2018,
the net inflow of foreign direct investment in Ukraine
amounted to $2.4 billion.

Table 2.1
Foreign direct investments in Ukraine in 2020 (million USD)
2020 FDI FDI
in Ukraine from Ukraine

1 quarter -1549 -3117 11 -637

2 quarter 1255 2804 3 -8

3 quarter -49 -1304 48 45

4 quarter -525 -476 20 -28

in a year -868 82

According to: [6]
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Foreign direct investments in Ukraine from 2002 to 2021 (million USD) reblez
Years FDI FDI
in Ukraine from Ukraine

2002 693 5

2003 1424 731 13 18
2004 1715 291 4 -9
2005 7808 6093 275 271
2006 5604 -2204 -133 -408
2007 9891 4287 673 806
2008 10913 1022 1010 337
2009 4816 -6097 162 -848
2010 6495 1679 736 574
2011 7207 712 192 -544
2012 8401 1194 1206 1014
2013 4499 -3902 420 -786
2014 410 -4089 111 -309
2015 -458 -868 -51 -162
2016 3810 4268 16 67
2017 3692 -118 8 -8
2018 4455 763 5 -13
2019 5860 1405 648 653
2020 -868 -6728 82 -566
2021 2836 3704 41 -41

According to: [6]

Considerable proportion of investments comes
from the Netherlands, Cyprus, the United Kingdom and
Germany. Experts explain that a separate share of for-
eign direct investments may actually be so-called "cir-
cular”, which first belonged to domestic entities, and
then returned to Ukraine through financial centers. It is
important for Ukraine to attract investments from EU
member states, as the operation of the Association
Agreement between Ukraine and the EU implies close
cooperation and adaptation of European standards.
Nowadays almost 77% of the EU's economy is in-
volved in Ukraine's one. However, the barrier for Eu-
ropean investment admission is primarily strong com-
petition from Poland, Hungary, the Czech Republic and
the Baltic States. All of them are located much closer
to the territorial boundaries of the EU and are deter-
mined by the so-called "cultural kinship" [7, p. 167].

Ukrainian scientists noted that attracting invest-
ments would solve the issue of structural reform of the
economy, increasing the competitiveness of products
and enterprises, the transition to an innovative model of
development. Those issues have already been resolved
in Poland by attracting foreign capital [8, p. 28].

In the sectoral context, the largest volumes of for-
eign direct investments are attracted to the processing
industry of Ukraine, trade, and real estate. After close
observation of such geographical and sectoral structure
of foreign investments in Ukraine's economy, it can be
stated that offshore investments displace the invest-
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ments of developed countries from the domestic econ-
omy and provide mostly quantitative indicators of for-
eign direct investments growth, rather than qualitative
processes. Most investors are willing to invest in manu-
facturing and trade, where costs pay off quickly and
there are low commercial risks. Among the popular
industries that do not require long-term investments
and the development of new technologies are the finan-
cial sector and the real estate sector. Such a structure
does not allow full integration into global value chains
and does not strengthen the country's competitive posi-
tion in world markets [9].

German advisory group research demonstrates that
companies with foreign investments are more efficient
than purely domestic ones. In view of this, it is reason-
able to attract foreign investments to overcome the
technological gap and intensify innovation. According
to research, the average Ukrainian company with for-
eign investments produces 11 times more products than
the average domestic one. Also, in the non-financial
sector there are only 4.6% of enterprises with foreign
investments. Those enterprises employ 20.4% of all
employees in the sector, producing 34.9% of total gross
value added. Labor productivity is higher in enterprises
with foreign direct investments. It also contributes to
higher wages in enterprises that offer 57% higher wag-
es per employee [10].

The urgency of attracting foreign investments for
Ukraine is confirmed by the following preconditions:
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local shortage of national capital, the need to modern-
ize domestic enterprises and attracting high technology.
Despite the fact that government agencies, academia
and all stakeholders have been working on this issue
throughout the period of independence, a number of
laws and regulations have been adopted. At present, the
results of attracting investments remain disappointing,
and powerful European or Western investors are very
cautious about investing in Ukraine's economy.

At present, Ukraine's economy continues to be ex-
port-oriented, with the characteristics of diversification.
The current involvement of our country in the world
commodity market has a pronounced resource charac-
ter, as the largest component of domestic exports is
agricultural products.

According to the results of 2020, the total volume
of exports of goods and services from Ukraine amount-
ed to $59.0 billion. Exports of goods and services in
2020 compared to 2019 decreased by $5,008.3 million.
Export deliveries took place to 199 countries. During
the same period, exports of goods amounted to $ 49.2
billion. It should be pointed out that in comparison
with 2019 export of the goods in 2020 decreased by
1,7%.

Factors that determined the processes of Ukraine's
export activity in 2020 [11]:

1. Deployment of COVID-19 internationally,
which led to significant transformations in the life pro-
cesses of almost all states.

2. Falling business activity of industrial enterprises
and declining production in countries where a number
of measures have been introduced against the spread of
the COVID-19 pandemic. It contributed to a global
decline in consumer and industrial demand and falling
prices in world commodity markets.

3. Strong raw material orientation of domestic ex-
ports and significant dependence of Ukrainian enter-
prises on foreign markets.

4. Continuation of Russia's aggression in the field
of foreign trade (embargo, restrictions on supplies to

I[IIT vs.
E = 29764.

Correlation:

the Russian market of domestic goods, ban on transit of
goods of Ukrainian origin).

5. Systemic issues in the intensification of foreign
economic activity (export refunds, customs and tax
regulation).

It is also important to investigate the extent to
which Ukraine's export opportunities depend on the
inflow of funds into the economy from abroad. There
was created an econometric model of the dependence
of the indicator of exports of goods and services of
Ukraine on the inflow of foreign direct investments.
Data for the period 2004-2020 were used to build the
model. The linear regression model reflects the de-
pendence of Ukraine's exports on the volume of foreign
direct investments:

Y =29764.39 + 0.6 X, (1)

where Y - exports of goods and services,

X - foreign direct investment.

The intensity of the relationship between the varia-
bles included in the linear regression model is meas-
ured by a correlation coefficient of 0.69, which indi-
cates the presence of a noticeable direct relationship
between those variables. Checking the reliability of the
regression model and the correlation coefficient based
on Fisher's criterion provides grounds to conclude that
the model is adequate, because the observed value of
F-statistics 13.52 is greater than the table at 0.01. The
independent variable included in the model is statisti-
cally significant (t-statistics value 5.2). Darbin-Watson
statistics recorded the calculated value of DW = 1.55,
which was compared with the critical statistical values
fora =0.0l,p=1and n=17; dl = 0.874 and d2 =
1.102. Therefore, the hypothesis of no autocorrelation
of residues is acceptable. Thus, the impact of foreign
direct investments on the development of Ukraine's
export potential has already begun to manifest in the
economy.

E
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Fig. 1. Dependence of exports of goods and services of Ukraine on the volume of foreign direct investments
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The National Strategy for Increasing Foreign Di-
rect Investments in Ukraine was developed by the in-
ternational company EY together with domestic part-
ners (Office of the National Investment Council, Min-
istry of Economy of Ukraine and Office for Attracting
and Supporting Investments Ukrainelnvest) in accord-
ance with the request of the Ukrainian Government”
[12]. This program document provides thorough rec-
ommendations on the prospects for the development of
priority industries and areas to attract investment and
justify appropriate ways to increase the inflow of for-
eign direct investments in Ukraine. This document is
designed primarily as a signal for the international
investment community and domestic institutions,
whose main activities are focused on investment re-
sources.

However, the need for further attraction of foreign
investments in the Ukrainian economy of is due to the
following:

- the importance of continuing the optimization
processes of structural adjustment of the domestic in-
dustrial complex;

- promoting the achievement of a high technical
and technological level of production based on the
application and implementation of modern innovative
solutions, technologies and inventions;

- motivation to increase the volume of use and in-
crease the export potential of the country;

- implementation of developed strategies to over-
come the strong dependence of the economy on energy
imports;

- the use of local natural resources, raw materials
and components on a joint venture basis.

Conclusions and prospects for further research
in this area. In practice, the vast majority of decisions
on foreign direct investments or investment projects are
based on various motives, taking into account various
criteria. The volume of attracted foreign investments
indicates about the degree of integration of the country
into the world economy, the formed system of foreign
economic relations, the openness of the economy and
the level of investment attractiveness.

The conducted analysis delineates that the largest
foreign investors are from a small number of countries;
the group of offshore investments is clearly traced in
foreign capital; the sectoral structure of investments is
dominated by areas focused on rapid payback and low
manufacturability; the volume of accumulated invest-
ment resources has decreased significantly in recent
years, which shows the caution of investors and will-
ingness to leave the market quickly under any adverse
conditions; technology-leading countries mostly bypass
domestic investment.

There are important measures to optimize and in-
crease flows and improve the structure of foreign direct
investments in the economy of Ukraine. Those
measures aimed at developing export activities of do-
mestic entities, which involves their technological re-
newal, involvement in international value chains and
usage of existing foreign trade networks.
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