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The Evaluation of Investment Cooperation of Ukraine with EU Countries

The article investigates and evaluates the investment cooperation of Ukraine with the EU. The volume,
structure and dynamics of investment flows between Ukraine and the European Union are analyzed. The main
problems of cooperation between Ukraine and the EU are formed, in particular: the volume of foreign direct
investment (FDI) in Ukraine from the EU is directed mainly to those sectors of the economy where it is
possible quickly to make a profit (for example, in financial activities), while investment in priority sectors of
the economy of Ukraine, aimed at a long-term growth, is insufficient. In addition, during the analysis of the
investment market of Ukraine problematic aspects were found, such as: the existence of a tendency to invest
in offshore zones, a low differentiation of foreign investors for donor countries and a sharp imbalance in the
structure of FDI in the economy of Ukraine. The political instability, unpredictability of a state power, lack
of independent judiciary (abuse of courts), corporate raiding, prosecution by tax authorities, shortcomings in
the implementation of laws, delays and lack of transparency in VAT refund, corruption and the low level of
property rights’ protection demonstrate the inability to build long-term plans with EU member states.

Measures are proposed to improve investment cooperation between Ukraine and the EU in the context of
deepening European integration processes, as follow: 1) bringing the strategy of attracting foreign investment
in accordance with the needs of the country; 2) providing European investors with the necessary system support
(for example, in business registration, attracting personnel); 3) creating the necessary conditions for the further
implementation of the liberalization of the legal framework for the free movement of FDI in accordance with
EU rules; 4) close cooperation with FDI donor countries; 5) providing conditions for improvement of technical
and technological conditions of domestic enterprises; 6) production intensification on an innovative basis, etc.

Key words: investment cooperation, foreign direct investment, European Union, investment climate,
European integration.

European integration aspirations of Ukraine are
integral realities of our time for the state. In the pro-
cess of integration, the issue of investment coopera-
tion becomes particularly relevant because Ukraine
can mobilize necessary funds in the European market,
especially to ensure macroeconomic stability, scien-
tific and technological development, thereby diversi-
fying the sources of external borrowing [11].

Issues of investment cooperation of Ukraine
and countries — members of the EU are analyzed
in the works of many Ukrainian and foreign schol-
ars: V. Balasso, A. Beets, V. Budkin, A. Filippenko,
S. Fischer, E. Greipl, A. Grubelnik, V. Heyets, A. Ka-
sich, L. Khomutenko, V. Kravtsov, A. Mazaraki,

OT. M. Bulakh, O. A. Ivashchenko, O. Ye. Lytoyn, 2018

V. Movchan, L. Pobachenko, M. Porter, S. Small-
wood, J. Stiglitz, T. Vlasyuk, D. Zaitsev and oth.

However, given the revival of investment flows
and the relatively low level of the Ukrainian govern-
ment’s solutions to the problems hindering the inflow
of FDI in the economy of Ukraine, the peculiarities of
investment cooperation become more relevant every
year and require more careful study.

The purpose of the article is to assess the invest-
ment cooperation of Ukraine with the EU countries,
highlight the problems and develop recommenda-
tions for its improvement in the context of deepening
European integration processes.

The flow of foreign investment is extremely im-
portant for Ukraine. Therefore, since 2010 in this area
the following legal acts have been adopted, such as:
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1) July 1, 2010, the Law of Ukraine “On public-
private partnership” was adopted [7], which laid the
Foundation for stimulating the development of co-
operation between the private and public sectors in
order to attract investment in the country’s economy
and to improve the competitiveness of its economy as
a whole;

2) In 2010 the State Agency for Investments and
National Projects of Ukraine was established. Its pur-
pose was to support foreign investors in the inter-
action with the executive and local authorities;

3) In 2010-2014 the program of economic re-
forms “Rich society, competitive economy, effective
state” was adopted. The aim was the implementation
of specific measures to improve the business climate,
especially the improvement of the licensing system,
administrative services, licensing, business opening
and its liquidation, technical regulation, formation of
customs procedures [2];

4) January 1, 2012 the Law of Ukraine “On prepara-
tion and implementation of investment projects on the
principle of “single window”, which allowed to simplify
the procedure for obtaining services necessary for the
further implementation of the investment project [9];

5) June 21, 2012 the Verkhovna Rada of Ukraine
adopted a draft of the Law of Ukraine “On industrial
parks”, which defined the legal and organizational ba-
sis for the creation and operation of industrial parks
in Ukraine [8];

6) May 24, 2012 the Verkhovna Rada of Ukraine
adopted the Law of Ukraine “On amendments to
some legislative acts of Ukraine concerning state
registration of foreign investments”. It was de-
veloped on the implementation of subparagraph
1 of paragraph 1 of the plan of measures on sim-
plification of implementation procedures of for-
eign enterprises and enterprises with foreign
investment activity in Ukraine. The purpose of
the bill was to establish a clear legislation on the
implementation of a state registration of foreign
investments by the state registration authorities
and its simplification by increasing the submis-
sion period of the investor’s documents for the
state registration of foreign investments up to 30
calendar days after their actual introduction; the in-

troduction of a mechanism for registration of foreign
investment if the non-resident investor sold or some-
how transferred the corporate rights of the Ukrainian
enterprise to another legal entity or individual - to a
non-resident; establishing the procedure for cancel-
lation of the state registration of foreign investment
in the case of withdrawal (repatriation) of foreign in-
vestments, as well as establishing a seven-day period
during which the state registration bodies carried out
such registration [4].

7) In March 3, 2017 the Law of Ukraine “On
amendments to the Law of Ukraine “On investment
activity” provided bringing the terminology in line
with current legislation; the definition of the term
"investment project” and the content of the constitu-
ent parts of the investment project, directions, ways
and measures of state support and stimulation of in-
vestment activity, as well as the introduction of a
state registration of investment projects/project
(investment) proposals requiring government sup-
port and assessing their cost-effectiveness [6].

In May 23, 2017 the Law of Ukraine “On amend-
ments to some legislative acts of Ukraine regarding
the removal of barriers to attracting foreign invest-
ment” was adopted [5]. The purpose of the Law was
to promote the attraction of foreign investments, in
particular, by simplifying the procedures for issuing
permits for the employment of foreigners and resi-
dence permits in Ukraine for foreigners and stateless
persons who were founders and / or participants and
/ or beneficial owners (controllers) of a legal entity
registered in Ukraine, etc.

At the same time, the analysis of the indicators of
investment activity for the period 2012—-2017 allowed
us to state that in Ukraine there was a reduction in the
growth rate of FDI. The total volume of FDI, made
in Ukraine in 2017, amounted USD 48 248.7 mln. At
the same time, the volume of direct investments from
the member states of the European Union amounted
USD 27.5 bln in 2017. Tt constituted 70.2% of the to-
tal investment in Ukraine compared to USD 26.2 bln
or 69.9% on January 1, 2017 respectively. The invest-
ment was made into the Ukrainian economy (Table 1,
[10]) by the countries of the world, which was almost
two times less than in the period in 2012-2014 [10].

Table 1
Dynamics of Direct Investment (equity) from the EU to the
Economy of Ukraine
(USD mln)
The volume of direct investment
Countries
2012 2013 2014 2015 2016 2017

Total EU countries 39268.9 41132,3 41032,8 31046.9 26405,6 27465,5

Cyprus 12700,8 15907,7 17725,6 12769.4 10239,5 10008.6

Netherlands 9323.8 8727.6 9007,5 6986,7 6184,7 6292.9

Great Britain 2536.,4 2496.9 2768,2 21534 1790,3 2169.,0

Germany 5329.8 4496,3 2908.4 2105,2 1598,2 1792,6
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Continuation of Table 1

France 1993,1 1510,3 1520,5 1394,6 1305,4 1346,6
Austria 2317,5 2476,9 2314,0 1648,7 1559,8 1265,9
Luxembourg 488,9 559,5 555,8 398,8 363,9 942,3
Hungary 678,5 684,3 685,9 593,2 614,9 796,0
Poland 834,3 897,2 819,8 808,6 758,3 815,5
Sweden 1141,9 1084,4 439,3 360,2 328,9 353,6
Other EU countries 1923,9 2291,2 22878 1828,1 1661,7 1682,5

Despite the fact that the EU countries are top-
leading in the list of FDI investors into the Ukrainian
economy, the structure of such investments is not
enough to improve the European integration of
Ukraine. Thus, 78.6% of investments are from four
EU countries. Among the main investors are such

7.9%

countries as: Cyprus — USD 10.0 bln (36.4% of the
total investment from the EU), the Netherlands —
USD 6.3 bln (22.9%), the UK — USD 2.2 bln (7.9%),
Germany — USD 1.8 bln (Fig. 1, [10]). Significant
amounts of direct investment from EU countries are
concentrated in industrial enterprises (25.4%).

OCyprus
mNetherlands
OGreat Britain
OGermany

W France

BOther

Fig. 1. Structure of FDI in the Economy of Ukraine from the EU in 2017

In general, it is accumulated 27.4% of direct
investment in financial and insurance institutions;
14.6% — in the wholesale and retail trade, repairing

25,4%

of vehicles and motorcycles; 9.7% — in organizations
engaged in real estate transactions (Fig. 2, [10]).

mOther activities

OFinancial and insurance activities

OReal estate transactions

OProfessional, scientific and technical
activities

W Information and telecommunications

Blndustry

B Wholesale and retail trade, repair of

5,8%

motor vehicles and motorcycles

Fig. 2. Structure of FDI in the Economy of Ukraine by Type of Economic Activity in 2017
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The structure of FDI was dominated in the
industry by investments of the companies registered
in Cyprus (24.3%), the Netherlands (19.3%),
Germany (10.5%), Switzerland (9.2%), the UK
(5.3%), Austria (2.7%) and Poland (2.7%) at the end
0f2017. Analyzing FDI of enterprises for the supply of
electricity, gas, steam and air conditioning, it should
be noted that 47.2% of FDI was made from Singapore,
36.1% — Cyprus and 6.5% — from Belize. Similarly,
analyzing direct investment in the extractive
industry, it should be noted that at the end of 2017,
the structure of foreign income was dominated from
Switzerland (45.6%), the Netherlands (32.8%),
Cyprus (12.2%) and the UK (1.5%). Analyzing the
FDI of processing industry companies, it should be
noted that 26.3% of direct investment were made
from Cyprus, 17.6% — the Netherlands, 13% -
Germany, 6% — the UK and others.

The FDI from the Netherlands (26.0%), Cyprus
(21.8%) and the UK (10.9%) was predominant in
food, beverage and tobacco enterprises. The textile
production, production of clothing, leather, leather
goods and other materials were mainly represented
by direct investments from Germany (27.1%),
Denmark (26.1%) and Italy (12.3%). The FDI from
Cyprus (31.6%), Austria (11.6%) and Switzerland
(11.4%) was concentrated in the wood, paper and
printing industries. The production of coke and
refined petroleum products was represented by direct
investments from Cyprus (86.8%), the Netherlands
(10.4%) and the UK (1.1%).

Chemical and chemical enterprises attracted
36.9% from Cyprus, 36.6% — the Netherlands and
8.4% from France. Cyprus (44.5%), the Virgin Islands
(21.8%) and the UK (9.1%) dominated in the FDI
structure for the production of basic pharmaceutical
products and pharmaceuticals. The enterprises for
producing rubber and plastic products, other non-
metallic mineral products mainly attracted direct
investment from Cyprus (25%), Germany (22.5%)
and the Netherlands (15.7%).

The metallurgical production, production
of finished metal products, in addition to the
production of machinery and equipment, represented
mainly FDI from Germany (37%), Cyprus (32.2%)
and the Netherlands (10.7%). In addition, to repair
and installation of machinery and equipment,
direct investments concentrated mainly from Korea
(18.1%), Germany (12.2%) and Cyprus (11.1%).
The production of furniture, repair and installation
of machinery and equipment represented mainly
FDI from Cyprus (21.7%), the UK (15.5%) and
Poland (14.1%). The water supply, sewerage, waste
management were represented from the UK (40.3%),
Cyprus (15,6%) and Austria (13,3%).

Nowadays the development of engineering is
strategically important for Ukraine. The pace of

development of this industry should exceed the
overall growth rate of industrial production, creating
conditions for structural and innovative restructuring
and technical re-equipment of all sectors of the
economy. The volume of FDI in machine-building
enterprises, despite a slight increase in monetary
terms, remains extremely low. The share of FDI in
machine-building enterprises also remains at a low
level [1].

Thus, the statistical analysis of the sectoral
FDI structure into the economy of Ukraine by the
EU confirms the assumption that the purpose of
investment for many foreign investors is to use the
Ukrainian market for quick profits. This is evident by
therelatively high share of financial activities (27.4 %)
and domestic trade (14.6%), because these industries,
without linking the company’s funds, allow making
a profit through a rapid turnover. At present, FDI in
agriculture (the least promising component of the
food industry with relatively quick profits) has not
been received [3].

However, although the structure of FDI is still
imperfect and meets the interests of foreign investors
to get a quick profit than the strategic interests of
Ukraine. However, there are quite positive trends in
FDI structure that indicate the possibility of a certain
final agreement of the interests of investors and the
national economy. At the same time, there is a slight
increase in FDI in the metalworking, transport and
communication sectors — the strategic sectors of the
Ukrainian economy.

While comparing the volume of investment to
Ukraine with other countries, it is possible to find a
significant difference among them. In 2017 Ukraine’s
FDI into the EU amounted USD 6.1 bln or 96.1%
of the total investment from Ukraine (01.01.2017 —
USD 6.1 bln) [10]. In this case, foreign investment
in the country’s economy exceeded the volume
of FDI from Ukraine by 4.5 times. However, this
phenomenon was twofold, because the decrease in
the ratio of investments in both directions indicated
the development of the domestic economy, which was
gaining momentum and began to manifest itself in
the foreign investment activity. At the same time the
decrease if the investment attractiveness of Ukraine
was evident [3].

The study of investment to the economies of
the EU countries revealed that the main importers
of Ukrainian investments were: Cyprus, Latvia, and
Hungary. In general, USD 5.9 bln of the total volume
of Ukrainian investments into EU countries were
located in Cyprus in the field of professional, scientific
and technical activities (Fig. 3, [10]). The second and
third places were taken by Latvia and Hungary in
terms of investment.
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Fig. 3. Structure of Direct Investments from Ukraine to EU countries in 2017

The vast majority of Ukrainian investments
in Cyprus were made by residents who carried out
operations with the real estate, rent, engineering
and services to entrepreneurs; in Latvia — financial
institutions; in Hungary - trade enterprises,
repairing of cars, household products and personal
items.

Therefore, to sum up, the volume of FDI in
Ukraine from the EU was directed mainly to those
sectors of the economy where it was possibly to make
a quick profit (for example, in financial activities).
While the investment in the priority sectors of the
economy of Ukraine, aimed at a long-term growth,
was insufficient. In addition, during the analysis
it was discovered such problematic aspects as: the
existence of the propensity invested in offshore areas;
a low differentiation of foreign investors in donor
countries and a sharp imbalance in FDI structure
in the Ukrainian economy. It caused the imbalances
in the commodity and financial markets, the
preservation of inefficient structure of production,
the monopolization of certain strategic or socially
important sectors of the economy, the misallocation
of the resource and the resource base and production
capacity.

The political instability, the unpredictability of
a state power, the lack of an independent judiciary
(misuse of courts), corporate raiding, the harassment
by the tax authorities, shortcomings in the
implementation of laws, delays in the VAT refunds,
the corruption and low protection of property rights
demonstrated the impossibility to build long-term
plans with the countries members of the EU.

In our opinion, the main promising areas that
could solve these problems are:

1) bringing the strategy of attracting FDI in
accordance with the needs of the country;

2) providing European investors with the
necessary system support (for example, in business
registration, attracting personnel etc.);

3) creating the necessary conditions for the
further implementation of the liberalization of the
legal framework for the free movement of FDI in
accordance with EU rules;

4) cooperating closely with FDI donor countries;

5) intensifying the production on an innovative
basis, etc.;

6) providing the conditions for improvement of
technical and technological condition of domestic
enterprises.
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T. M. bynax,

KaHanaat eKOHOMIYHVX HayK, AOLEHT,

JOLEeHT kagenpu eKOHOMIKM Ta MEHEAXMEHTY
30BHILLIHLOEKOHOMIYHOI Ai1/IbHOCTI;

O. A. IBaweHko,

KaHanaat eKOHOMIYHVX HayK, AOLEHT,

3aBigyBay kagdenpu eKOHOMIKU Ta MEHELXKMEHTY
30BHILLIHbOEKOHOMIYHOI AiS/IbHOCTI;
HauioHanbHa akagemis ctatucTvikm, oKy Ta ayanTy;
O. €. JIuTtBuH,

KaHanaat eKOHOMIYHUX HayK, AOLEHT,

JOLEeHT kaenpu eKOHOMIKY Ta MEHEAXMEHTY,
JIBH3 “YHiBepcuTteT 6aHkiBCbKOI cripaBu”

OuiHka iHBecTUUiiHOro cniBpoGiTHMLTBA YKpaiHM 3 KpaiHamu €EC

JlocaigzkeHo Ta oliHeHo iHBecTUliliHe cIiBpobiTHUIITBO YKpainu 3 kpainamu €C. IIpoananizoBano 06-
CATH, CTPYKTYPY Ta AMHAMIKY iHBECTHIIITHUX MOTOKIB Mixk YKpainoio Ta €Bporneiicbkum Corozom. Chop-
MOBAHO TOJIOBHI mpobJemu criBipaili Ykpainu 3 €C, KIIOU0BOIO 3 SKUX € TaKa: HAJXO/KEHHS MPSIMUX
iHO3eMHUX iHBecTHIN B Ykpainy 3 €C crpsMoBaHi 1mepeBaskHO Ti Tajdy3i €KOHOMIKH, e MOXKHA IBHUIKO
oTpuMaTu IpUOYTOK (Hanpukiaz, y (hiHAHCOBY MISLIBHICTH), TO/I SIK iIHBECTYBAaHHS TIPIOPUTETHUX TaTy3€ei
€KOHOMIKM YKpaiHu, HalliJiecHe Ha JJOBTOCTPOKOBE 3POCTaHHS, € HepocTaTHIM. KpiMm Toro, mijg yac aHasisy
iHBeCTUIIIHOTO PUHKY YKpaiHU BUSIBJIEHI TakKi MPOOGJIEMHI acleKTH, sik CXUJIbHICTD /10 iHBECTYyBaHHS B OG-
[IOPHi 30HU, HU3bKA JU(DEPEHITiallis iHO3eMHIX iHBECTOPIB 3a KpalHAMHU-JOHOPAMHU Ta Pi3Kuil gucbaanc y
CTPYKTYPI HAJIXO/KEHD MTPSIMUX IHO3EMHUX iHBECTUIH B eKOHOMIKY Ykpainu. EkonoMiuta HecTabiIbHICTD,
Herepe0adyBaHiCTh JEePKABHOI MOJITUKH, BiICYTHICTD HE3aJIeKHOI Cy/I0BOI BIaau (3JI0BKUBAHHS CY/IiB),
KOPIIOpaTHBHE PEUEPCTBO, TIEPECiIyBaHHs 3 OOKY MOAaTKOBUX OPTaHiB, HEJOJIKU B iMILIEMEHTAIlIT 3aK0-
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HIiB, 3aTPUMKHM 1 HerposopicTh noBepHeHHs 1I/[B, kopyriiisi Ta HU3bKUI PiBEHb 3aXUCTY IMPaB BJIACHOCTI
raJbMyIOTh IPOIECH TTOOYI0BU IOBrOTPUBAJINX IJIAHIB CIIBPOOITHUIITBA 3 KpaiHamu-wieHamu €C.

3anpornoHoBaHO 3aX0/IH 100 IOKPalleHHs IHBeCTUI[IHHOrO CIiBpOOITHUIITBA YKpainu 3 KpaiHamu €C
B YaCTHHI NOTJINOJEHHS] €BPOIHTETPAI[iHIX TIPOIECIB: TIPUBEIEHHSI CTPATETIl 3ayYeHHsT iHO3eMHUX 1HBEC-
TULIN Y BiANOBiAHICTD 110 HOTpeb Kpainu; 3abe3IedeHHs €BPOIEICHKUX iIHBECTOPIB HEOOXIHOIO CUCTEMHOIO
HiITPUMKOIO, HATIPUKJIAJ Y peecTpariii 6izHecy, 3aJydeHHi [ePCOHATY TOIIO; CTBOPEHHS HEOOXITHUX YMOB
JUIS TIOIa/IbIIOT iMIIeMeHTalii Ta gibepasisaiii moJI0KeHb HOPMATUBHO-IIPABOBOI 6A3H 11[0[0 BIILHOTO Iie-
pemintenns 111 3rigno 3 Hopmamu €C; HamaroKEeHHA TiCHIIIOI CIiBIIpaIli 3 KpaiHaMK — JOHOPaM# MTPAMUX
1HO3eMHUX iHBECTHUIIii; CTBOPEHHST YMOB [IJIs TOKPAIEHHST TEXHIYHOTO Ta TeXHOJIOTIYHOIO CTaHy BiTUM3HSI-
HUX HiANpUEMCTB; iHTeHcndiKkallis BUpOOHUIITBA Ha IHHOBALiITHIIT OCHOBI Ta iH.

KmouoBi cioBa: ingecmuuyiiine cnigpobimuuymeo, npsmi iHosemui insecmuyii, €eponeticvkuti Corws,
IHBECMUYIUHULL KIIMam, €8POIHMEZPAlis.

T. H. bynax,

KaHaAuaaT 9KOHOMUYECKUX HAYK, OLEHT,

JOLIeHT Kagpenpbl SKOHOMUKU Y MEHEXKMEHTA
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OueHKa MHBECTULIMOHHOIO COTpyAHN4YecTBa YKpaunHbl co ctpaHamu EC

UccnepoBano u  OlleHEHO WHBECTUIIMOHHOE COTPY/JHMYECTBO YKpauHbl co crpanamu EC.
ITpoanaauanpoBaHbl 00HBEMbI, CTPYKTYPA U JMHAMUKA UHBECTUIMOHHBIX TOTOKOB MeXy YKpanHoi u Es-
porneiickum Cotozom. ChopMUpPOBaHbI IIaBHBIE TPOOJIEMBI COTPYAHUYeCTBA YKpauHbl ¢ EC, cpeau KOTOpbIX
HKOHOMUYECKast HECTAOUIBHOCTD, HEMPEJACKA3yeMOCTh TOCYIAPCTBEHHON MOJUTHKY, OTCYTCTBUE HE3aBU-
CUMOii cy1eGHOM BJIACTH, HETPO3PAYHOCTD JAESATETHHOCTU HAJIOTOBBIX OPTAHOB, HEJIOCTATKU B OCYIIECTRIIE-
HUU 3aKOHOB, KOPPYIIIIHs ¥ HU3KUI YPOBEHD 3alllUThI IPAaB COOCTBEHHOCTHU. [IPe/IOKEeHbBI MEPOTIPUS TSI
[0 YJIYYIIEHUI0 UHBECTUIIHOHHOTO COTPYAHUYECTBA YKpauHbl co crpanamMu EC B KOHTEKCTe yriryOJieHust
€BPOMHTETPAIMOHHBIX ITPOTIECCOB.
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