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THE CURRENT STATE AND PROBLEMS OF INVESTMENT ATTRACTION
OF UKRAINE THROUGH THE PRISM OF THE WORLD RATINGS AND INDICATORS

OF ITS SOCIO-ECONOMIC DEVELOPMENT

The necessity of using the combined method of investment attractiveness evaluation with the use of in-depth
research of the country’s rating positions together with the indicators of its current socio-economic status
is suggested and proved. The rating of ease of doing business is investigated and the place of Ukraine
according to separate components is analyzed. The position of the country in the rating of political and
legal environment development and in the rating of innovations is considered. Comparison of Ukraine with
world and Europe’s indicators in the Index of Economic Freedom is conducted. An analysis of the volumes
of foreign direct investment and export-import operations was carried out during the analysis of investment
attractiveness of Ukraine. The macroeconomic and institutional factors for increase of Ukraine’s social and
economic development are revealed and a number of the most urgent tasks for implementation are offered.
Keywords: investment attractiveness, rating estimations, ease of doing business, economic freedom, direct
foreign investments, export and import, GDP per capita.

Formulation of the problem. World ratings have
always been an important catalyst of making a deci-
sion by a foreign investor about country’s economy.
The present days require the acceptance countries
to create all the prerequisites to characterize their
high investment attractiveness. However, it is not
always possible to provide a complete description
of the socio-economic development of the country
and to elaborate individual positive changes dur-
ing a certain period of time. It is also important
to compare the dynamics of all indicators by rating
agencies not only within one or two years, but also
to take into account the economic development of
the country during post-crisis periods, in particular
over the last decade.

Analysis of recent research and publications.
Researchers of the investment attractiveness of
Ukraine were engaged by such scientists as D. Stech-
enko, A. Haidutskyi, O. Nosova, I. Hmarska and
others. Also, some researchers have devoted their
work to reviewing the positions of our country in
world rankings, such as V. Dergachev, A. Maksi-
menko, O. Palamarchuk and others. But they
all make general characteristics in their fields of
research without combining with together — ranks,
the main indicators of investment attractiveness,
and socio-economic indices.

Allocation of previously unsettled parts of the
general problem. Today arises the problem of an
expanded and thorough analysis of the rating agen-
cies’ indicators dynamics to be combined with a
research of the socio-economic development indica-
tors of Ukraine according to the internal accounting
of statistical data to determine the further direc-
tions of improvement.

The purpose of the article is to analyze Ukraine’s
position in international ratings, assess the main
macroeconomic indicators of foreign economic activ-
ity and identify the strengths and weaknesses in
forming a comprehensive assessment of the current
state of country’s socio-economic development, its
investment attractiveness and future development
prospects.

Presentation of the main research material. The
problem of Ukraine’s investment attractiveness was
one of the most controversial and requiring a timely
response to changes in the global economic system
by all participants in the process of development of
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the national economy. The first estimate of the syn-
ergistic effect’s existence of the participant’s inter-
action in the management system and government is
the country’s place in world rankings.

In our opinion, the rating that best describes
economic development and the state of investment
attractiveness of Ukraine is the Doing business rank;
because it takes into account all possible aspects that
would be interesting to a foreign investor.

According to the latest World Bank annual rat-
ings Ukraine is ranked 71 among 190 economies in
2019 in the ease of doing business. Each year till now
the rank of Ukraine improved from 149 in 2012 — the
lowest one in 13 years (fig. 1). In 2019 Ukraine has
score 68.25, which is 4.09 points below the regional
average. From 2014 score of Ukraine increased on
6.73 points that also shows a positive trend [1].

Ukraine’s geographical neighbors occupy higher
positions in the ranking: Poland — 33, Hungary — 53,
Slovakia — 42, Romania — 52, Moldova — 47. And in
ranks our neighbors are Kyrgyz Republic and Greece
[1]. It should be noted that for 2014-2018 Ukraine
has risen in the ranking for 24 positions.

Ukraine has shown the greatest growth in the
nominations for “international trade” and “fulfill-
ment of contractual obligations”. Also, indicators
of “protection of minority investors” and “obtain-
ing building permits” have improved significantly,
which also contribute to attracting both internal
and external investment capital to the economy of
Ukraine (fig. 2).

It is important to note that the Ukrainian gov-
ernment has taken several steps over the past year to
facilitate the ease of doing business. Some of these
actions included: a new law on limited liability com-
panies (LLCs) that liberalized corporate regulations
for LLCs and increased protection of minority share-
holders’ rights; a new privatization law designed to
streamline the process of selling 3,000 state com-
panies, and better protect investors’ rights; simpli-
fied procedures from the National Bank of Ukraine
for companies to open and manage bank accounts;
eased payment of dividends to foreign investors by
allowing payment of a maximum amount of USD
7 million per month; and a new law to stop abu-
sive practices by law enforcement agencies, includ-
ing the State Fiscal Service’s tax police, Prosecutor
General’s Office, and State Security Service during
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Fig. 1. Doing business rank
Source: author’s development according to the data [6]

of Ukraine in 2006—2019

180
160
140
120
100

69,74

75,00

79,35 77,62

63,59

[——JRank ——Score

Fig. 2. Ease of doing business score and ranking of Ukraine in 2019

Source: author’s development according to the data [1]

investigations of businesses [8; 9; 10; 14]. All these
actions lead to such positive results as higher scores
in next two rankings.

According to the ratings of political and legal
environment development, Ukraine has improved its
positions. Our country is entering the top 50 by rat-
ing the army’s strength [14].

According to the Global Innovation Index in
2018, Ukraine has risen to seven positions and
ranked 43* among 126 countries. And in 2017,
Ukraine occupied the highest position in the past
7 years — 50t place, ahead of Thailand and being
behind Montenegro and Qatar. However, in the
group below the average income, Ukraine took
2" place after Vietnam, bypassing Mongolia,
Moldova, Armenia and India. Compared to 2016,
our country has risen by 6 points, which is due
to a high coefficient of innovation efficiency,
i.e. the ratio of innovation result to innovative
resources [3].

The Heritage Foundation Index of Economic
Freedom 2019 places Ukraine on 147" place in
the world with a score is below the regional and
world averages [2]. Ukraine has economy that are
rated “mostly unfree”. Ukraine, which contin-
ues to experience political and security turmoil,
remains the European region’s least economically
free economy (fig. 3).

Ukraine has improved its performance in some
of the 12 categories — in particular, on business
freedom, property rights, fiscal freedom, but is still
listed in the “mostly non-free” economies of the
world (fig. 4).

As noted above, Ukraine now is a rapidly devel-
oping country but ranks only 88th on the Human
Development Index in 2018. Ukraine also has the
lowest personal income and the one of the lowest
GDP per capita in Europe. GDP per capita, in July-
August 2018 increased to 23.506 thousand UAH, in
real terms — by 3.3% by July-September 2017 [13].
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Source: author’s development according to the data [2]
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Fig. 4. Score of economic freedoms of Ukraine in 2019

Source: author’s development according to the data [2]

For comparison, in Moldova the GDP per capita is
2,694.469 USD, and in Ukraine in October 2018 —
2,566.01 USD [T7].

Joining the opinion of the IMF analysts — GDP
per capita is not precise enough to compare living
standards. Therefore, it is proposed to focus on the
GDP per capita by purchasing power parity, since
this indicator is an amendment to the exchange
rate, on the difference in prices for the same types
of products. According to IMF estimates, GDP
per capita, based on purchasing power parity in
Ukraine, is much higher — 9 210 USD. Neighbors
in the ranking are Bulgaria (9 230 USD) and Gabon
(9 030 USD) [3].

Positive changes are also observed in the indica-
tor of real GDP of Ukraine. In the third quarter of
2018, in comparison with the same period last year,
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the figure increased by 2.8%, compared to the sec-
ond quarter of this year — by 0.4% [13; 14]. How-
ever, the IMF believes that a high level of corruption
in Ukraine impedes the growth of gross domestic
product (GDP) by almost 2% a year [9; 10].

In our opinion, the analysis of macroeconomic
indicators will not be full for all pictures given to
foreign investors without export-import compo-
nents.

The EU and Ukraine have provisionally applied
their Deep and Comprehensive Free Trade Agreement
(DCFTA) since 1 January 2016. In 2018 Ukraine’s
exports and imports to the EU (EU-28) increased by
more than 50% (table 1).

Till now the EU is Ukraine’s largest trading
partner, accounting almost 49% of export and 35%
of Ukrainian import [4; 12]. The main Ukraine
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exports are raw materials (iron, steel, mining prod-
ucts, agricultural products), chemical products and
machinery. The main EU exports to Ukraine include
machinery and transport equipment, chemicals, and
manufactured goods.

The combined value of exports and imports is
equal to 102.2 percent of GDP [2; 7]. The average

tic banks when banks conducted operations of con-
verting debt into equity. According to the National
Bank of Ukraine, net inflow of FDI to Ukraine in
2017 was USD 2.3 billion or 2.1 percent of GDP

(USD 1.8 billion excluding banks recapitalization),

applied tariff rate is 2.5 percent. As of June 30,

2018, according to the WTO, Ukraine had 143 non-
tariff measures in force. Ongoing conflict with Rus-
sia undercuts trade and investment flows, and state-
owned enterprises distort the economy. Despite the
large number of trade agreements (with 46 coun-
tries), Ukraine imports more goods than exports
(fig. 5). The balance of trade in goods in recent years

remains negative (-9,801.1 million USD in 2018) [2].

For analysis of the current state of Ukraine’s
investment attractiveness are especially needed
the indicators of foreign direct investment (FDI)
inflow. In 2017-2018 foreign investors invested
the most in financial and insurance activities
(9 months of 2018, 995 million dollars or more
than 58% of all investments), as well as wholesale
and retail trade, repair of motor vehicles [13]. In
2018, investments came in the sphere of scientific

and technical activity.

The negative point is that Russia is still the inves-
tor (34.6% of the total volume). The positive thing
is that the largest investors in Ukraine have become

structure,

challenges to doing business.
migration abroad, particularly to the EU, is reduc-
ing Ukraine’s labor force.

For solving these problems, the Ukrainian gov-
ernment implemented a number of reforms to
improve the business environment. Over the past
four years, the government has established trans-
parent government procurement through the “Pro-
Zorro” and established new institutions to prevent
and investigate corruption, including the National
Anti-Corruption Bureau of Ukraine (NABU) and the
Special Anti-Corruption Prosecutor’s Office (SAP).
In 2017, the government passed a law to improve

falling from USD 3.4 billion in 2016 and bringing
the total FDI stock to USD 39.1 billion [13].

The most significant constraints on FDI remain
the business climate and corruption. Foreign inves-
tors cite corruption in the judiciary, poor infra-
powerful vested interests,
protection of property rights as some of the major

and weak

Increasing labor

regulation of law enforcement agencies’ investiga-

quite new, such as the Netherlands (USD 285 mil-

lion in the first half of 2018), Austria (97 million),
France (83 million), as well as regular partners —
Poland (77 million) and Great Britain (69 million

dollars) [9].

Needed to mention that foreign direct invest-
ment remains low and net FDI in 2017 equal to only
2 percent of GDP. In previous years, Ukraine’s FDI
growth was driven partly by additional capitalization
(especially from Russia) recapitalization of domes-

tions of businesses after companies complained of
harassment. In 2018 a law was passed on promoting
the attraction of foreign investments.

Today, Ukraine has not only some problems and
not enough socio-economic development for invest-
ment attractiveness as it has to be in well developed
countries with sufficient amount of FDI, but also it

has some sectors of economy that are very profit-

able and could help to raise the Ukraine’s economy.
For example, large amount of local IT outsourcing
companies serves clients worldwide. The Ukrainian
IT industry comprises more than 500 outsourcing
companies. Ukraine’s IT sector employs close to
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Source: author’s development according to the data [3; 9; 13]

Fig. 5. Ukraine’s foreign trade in goods in 2014—2018, billion USD

Table 1
Results of signing DCFTA for Ukraine in 2018, thousand USD
Indicator Years Growth
2015 2018 thousand USD %
Export 13,015,209.50 20,158,484.95 7,143,275.45 54.88%
Import 15,330,120.90 23,182,713.66 7,852,592.76 51.22%

Source: author’s development according to the data [12; 13]
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100,000 workers, including 50,000 software devel-
opers. More than 100 multinational tech companies
have R&D labs in Ukraine.

According to A.T. Kearney Global Services Loca-
tion Index, Ukraine ranks 24* among the best out-
sourcing locations, and is among the top 20 offshore
services locations in EMEA, according to Gart-
ner. In the first six months of 2017, the volume
of export of computer and information services
reached $1.256 billion, which is an 18.83% increase
compared to the same period in 2016 [11]. The IT
industry ranks third in the export structure of
Ukraine after agricultural industry and metallurgy.

Thus, Ukraine has a strong investment potential,
which is not yet sufficiently developed. The global
financial crises and the political and military events
of the last decade in Ukraine did not contribute
much to the increase of investment attractiveness,
but Ukraine succeeded in achieving sufficiently high
results in carrying out reforms to improve the socio-
economic development of the country.

Conclusions. Taking into account all the analyzed
data on international rating positions and their
components, some basic indicators of social and eco-
nomic development of Ukraine, we also identified
the main and related problems.

Ukraine needs to develop its capital markets,
privatize state-owned enterprises, and improve
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JIntBun O. B.
Kamencska A. K.
JIpBiBCHKMIT HaBUabHO-HayKoBUM iHcTuTyT [IBH3 «YBC»

CYYACHMIM CTAH TA IIPOBAEMIM IHBECTMULIIMHOI ITPMBABAMBOCTI YKPATHM
YEPE3 ITPM3MY CBITOBUX PEMTHMHIIB TA ITOKA3HUKIB
II COUIAABHO-EKOHOMIYHOI'O PO3BUTKY

Anorania

Y craTTi 3ampoIOHOBAaHO Ta AOBEJEHO HEOOXiAHICTh BUKOPHUCTAHHA KOMOIHOBAHOTO METOAY OIliHIOBaAHHS
imBecTHLifiHOI HPUBAOJMBOCTI 3 BUKOPUCTAHHAM IJIMOMHHOTO MOCHiAKEHHS DEATUHrOBUX IO3UIA KpaiHu
pasoM 3 IOKa3HUKaMM ii Cy4acHOTO COIliaJIbHO-€eKOHOMIUHOTO cTaHy. [loCIif;KeHO pEeHTHHT JIETKOCTi BeJeHH:
bisHecy, IMpoaHaJai30BaHO Miclle YKpaiHu 3a OKPEMHUMHU CKJIAJOBUMH. POSIIISAHYTO MO3HUIIl KpaiHW B PEUTHHTY
PO3BUTKY HOJITHUYHOI'O Ta IIPABOBOTO CEPEIOBUIIA, a TAKOK B iHHOBAI[iTHOMY PEeATHHTY. 3AilICHEHO TOPiBHAHHA
MOKAa3HUKIB YKpaiHu 3i cBiToBuMMU Ta €BpoleicbKuMU B IHAeKci ekomomiuHol cBoOoau. Ilim wac mociimsxeHHs
iHBecTuIlifiHoi MpuBabGIMBOCTI YKpaiHMU 3AilICHEHO aHAi3 MOKA3HUKIB 00OCATY HPAMHUX iHO3EMHUX iHBECTHIIii
Ta EKCIOPTHO-iMIIOPTHUX omuepariti. BuaBieHO MaKpoeKOHOMiuHiI Ta iHcTHTYyHi#HI (dakTOopm mIigBUINEHHSA
COIliaTbHO-eKOHOMIYHOTO PO3BUTKY Y KpaiHM, 3aIIDOIIOHOBAHO HU3KY HallaKTyaJIbHIININX 3aBJaHb SO BUKOHAHHA.
Kiarouosi cioBa: iHBecTuIlilina mpuBabJIMBiCTb, PEATHHIOBI OLiHKM, JIETKiCTh BeleHHs 0isHeCy, eKOHOMiuHA
cBobOoma, IpAMi iHo3eMHi imBecTuIrii, ekcrmopT Ta immopt, BBII Ha ocoby.

JIuteuH E. B.
Kamenckas A. K.
JIbBOBCKUI yueOHO-HAayuHBIH nHCTUTYT 'BY3 «YBC»

COBPEMEHHOE COCTOSHUE U ITPOBAEMBI
MHBECTUMLUMOHHOM IMTPUBAEKATEADHOCTWM YKPAMHDBI YEPE3 ITPHU3MY
MMPOBBIX PEMTUHIOB M1 ITOKA3ATEAEUN EE COLUMAABHO-SKOHOMMYECKOI'O PA3BUTUS

Pezrome

B crarpe mpepiioskeHa m mOKasaHa HEOOXOAWMOCTH KCIIOJIb30BAaHWA KOMOMHMPOBAHHOTO METOJA OIleHWBAHUSA
WHBECTUIIVOHHO! NPUBJIEKATEIbHOCTH C HCIIOJIb30BaHUEM IJIyOMHHOI'O KCCJIeJOBAHUSA PEHTHHIOBBIX IO3UIIUI
CTPaHBI BMECTe C IIOKAa3aTeJIsIMU ee COBPEMEHHOT'0 COMAJbHO-9KOHOMIUECKOT0 COCTOAHMA. VccaeqoBaH pedTHHT
JIETKOCTH BelleHUs Ou3Heca, IPOaHaJIN3UPOBAHO MECTO Y KPauHBI 110 OTAEJIBHBIM COCTaBIAIOINUM. PaccMoTpeHb!
TMOSUIINY CTPAHbI B PEITUHTE PAa3BUTUA HOJIUTUIYECKON U IIPABOBOM CPeAbl, a TAKKe B MHHOBAI[MOHHOM PeHTHHTE.
Ocy1ecTBI€HO CpaBHEHHe IIOKasdaTesell YKpPawmHbI ¢ MUDPOBHIMHU U eBpolelicKkuMu B VHAeKCe 9KOHOMHYECKON
cBoOonbl. Ilpm wmcciemoBaHMM WHBECTUIIMOHHOM NPUBJIEKATEJIHLHOCTH YKDPaWHBI OCYIIIECTBJIEH aHAJIU3
mokasaTreseil o6beMa IPAMBIX WHOCTPAHHBIX WHBECTHULIVH M 9KCIOPTHO-UMIIOPTHBIX olepanuii. BriaBieHb
MAKPOSKOHOMHNUYECKNE U HUHCTUTYI[MOHAJIbHBIE (ba}c'ropm IOBBIIIEHUA COIMUAJIBHO-I9KOHOMHUYECKOI'0O Pa3BUTUA
YKpauHbl, IPeJJOKeH DAL CAMBIX aKTyaJbHBIX 33J]a4 K BBIIOJHEHUIO.

KiroueBble cIOBa: MHBECTUI[MOHHAS MPUBJIEKATEJIHLHOCTb, PEHTHHTOBHIE OLIEHKU, JIEIKOCTh BeJeHUs OusHeca,
9KOHOMHMYECKas cBoOOma, MPAMble NHOCTPAHHbIe MHBECTUIINY, SKCIOPT 1 uMnopTt, BBII Ha yemoBeka.
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