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Inna SHOVKUN ?

INVESTMENT CLIMATE AS A FACTOR OF INDUSTRIAL
DEVELOPMENT IN UKRAINE

The article deals with the provision of industrial development based the attrac-
tion of investment depending on the changing characteristics of the investment cli-
mate. Since the problems of stagnation of the industrial production, its low produc-
tivity, excessive financial vulnerability (in view of high debt dependence and low
solvency of the sector's companies), capital losses, and the level of profitability,
which is insufficient for reproduction, all remain relevant, the study offers those
means of their solution that are related to attracting investments and improving the
investment climate.

The author highlights essential aspects of the investment climate and its impact
on attracting investment in the industrial development. Conducted a comparative
analysis of the indicators of industrial activities depending on the characteristics of
the investment climate on the example of reference groups of foreign countries and
Ukraine, which revealed various problematic aspects of the conditions of investment
in Ukrainian industry. A set of econometric models was developed with whose help
the author substantiates the effect of the system of factors of the investment climate
(namely: macroeconomic stability, development level of the goods, financial and la-
bor markets, innovative activities and technological transfer) on the industrial de-
velopment and assesses the changes caused by the long term shifts in the parameters
of the industrial system.

The author shows the feasibility of implementing a comprehensive approach to
improving investment conditions with the use of various public policy instruments
that determine the investment climate (including macroeconomic, monetary, and sci-
entific and innovation policies as well as policies of the expansion of product inlets
and regulation of the labor market) to ensure industrial development. In particular,
in the context of the support of innovation, the article proposes the application of
smart specialization strategies, which envisages modernization and diversification
of regional industrial potential, and enhancing their entrepreneurial capabilities
based on the introduction of technological innovations.

Keywords: investment climate, industrial development, attraction of investment,
macroeconomic stability, financial market, credit resources, domestic market, ex-
ports, imports, innovation, technological transfer, labor market, wages

Evaluating the readiness of 100 countries for the new industrial revolution, the
World Economic Forum recognizes as its engines: technology and innovation pro-
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gress, human capital, global investment and trade, institutional environment, sustain-
able manufacture and demand [1]. The countries that are recognized as better pre-
pared for the future (namely Japan, South Korea, Germany, China, the Czech Re-
public, and the USA), are leading the world in terms of their industrial potential. The
quality of business environment in these countries differs from that of the other ones
with a high level of economic productivity and long-term growth and consequently
an increasing competitiveness [2].

In terms of readiness for the new industrial revolution, Ukraine was included in
a group of countries with small volumes and a simplified structure of production,
where de-industrialization has not been overcome and opportunities for industrial
restructuring are only emerging. The report rates this country's current production
base as limited, unfavorable for development and at risk in the future. Production
technologies are inefficient and they slow down labor productivity: the output pro-
duced by a Ukrainian worker during a year, is produced by a German worker during
just 17 days [3]. The weak ability of Ukraine's economy to increase productivity and
grow does not allow the country to rise from the 81st position to at least the middle
of the world classification of competitiveness. A $600 billion investment in
Ukraine's economy could change the situation for better [4], while the actual amount
of capital investment did not exceed $16-21 billion a year in 2017-2018 [5]. The
large gap in investment support of the Ukrainian economy is caused by numerous
problems that hinder doing business and increase inventors' risks [6]. Therefore, the
issue of improving investment climate to provide investment for the development of
national industry and the economy in general needs urgent solution.

The purpose of this article is to identify the impact of the system of investment
climate factors on industrial development and to evaluate possible changes in indus-
trial output depending on changes in the parameters of this system, as well as to
justify the feasibility of implementing a comprehensive approach using various in-
struments of state economic policy to promote industrial development through the
recovery of investment climate.

Investment climate: approaches to studying and evaluating

The topic of investment climate is considered globally and nationally in the con-
text of ensuring inclusive sustainable development based on long-term investment.
Due to the necessity to meet the investment needs arising from the new industrial
revolution and changing manufacturing structure in the world, many investment cli-
mate studies are conducted under the auspices of international organizations (UN [7,
8], World Bank [9], International Monetary Fund [10], OECD [11]) and national
government agencies (for example, government departments in various countries
monitor the investment climate in the interests of national businesses, analyze op-
portunities for investment and market expansion for domestic producers [12]. Based
on observations from over 150 countries, it was proved that the government's invest-
ment promoting activities significantly increase capital investment in national eco-
nomy [13]. These observations are targeted at the request of private investors, in-
cluding foreign direct investors, as well as investment recipient countries, especially
those countries that are undergoing market transformations. Studying and generali-
zing global and regional investment trends and international and national investment
policies enables to diagnose the investment climate, to identify barriers to business
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activity, to forecast prospects for investment processes, to provide important infor-
mation to business community and national governments, and to formulate compre-
hensive reform proposals and application of appropriate tools for improving condi-
tions for private investment.

Investigations of investment climate within national borders are often focused on de-
tecting the effects of changing its characteristics and are conducted from the perspective
of promoting investment to provide the economy with dynamism, support for industrial
development, technological modernization and structural diversification, and increase
public welfare. Particular attention is paid to developing countries, as it is more difficult
for them to withstand the pressure of ever-increasing globalization. Thus, a comprehen-
sive study of investment climate in Latin America and the Caribbean [14] revealed a
direct link between companies' economic productivity and innovative activities. Also,
this comprehensive study substantiated the need for financial sector development, as
well as the necessity to support export activities of national manufacturers, implement
effective innovation policy, improve state regulation and strengthen the judicial system.
Such surveys referring to different regions of the world, namely in Africa, have shown a
link between the unfavorable investment climate and the weakness of private business,
and low productivity, which is slowing down the diversification and technological mo-
dernization of the economy [15, 16].

In addition to examining the impact of the investment climate on economic de-
velopment, scientific exploration of industrial development shifts is also being made.
In particular, researchers in Middle Eastern and North African countries have shown
that low levels of labor productivity, total factor productivity and technical produc-
tivity of basic industries are due to unfavorable investment climate [17]. Surveys in
other countries yielded similar results. Thus, analytical calculations of manufactur-
ing industries productivity in Nigeria proved the significance of the factors influenc-
ing the investment climate [18]. The results of such studies put on the agenda a wide
range of reforms across worldwide. These reforms increase the confidence of private
investors, and then respond with a strengthening of industrial potential of economy.

Systematic impact of the investment climate on the productivity of manufacturing
factors, return on capital, employment growth and production, which was revealed
in the early 2000s [19], is confirmed by new data from countries and productive
industries. Recent studies have identified a close dependence of productivity and
competitiveness of economy, as well as technical efficiency of major processing in-
dustries on the factors of investment climate in rapidly industrializing countries (Vi-
etnam [20], China [21], and India [22]). Observations of business situation in India
show a risk of industry instability caused by distortions in investment climate due to
the rigidity of government policy to regulate labor and land markets [23]. The reform
actions of the states, which pursue decentralized governance, helped to adjust eco-
nomic policy and to facilitate investment conditions. This makes India an attractive
place for business, increases investment in product innovation and is transforming
the country into a center of advanced technology [24; 25]. The research on decen-
tralized governance mechanisms in other countries has shown their ability to create
a favorable climate for attracting investment in regional industrial development [26]
and enhancing the total potential of national economy.

OECD Investment Policy Reviews: Ukraine 2016 [27] gave a positive assessment
of reforms aimed at enhancing the country's investment attractiveness. The invest-
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ment climate in Ukraine is diagnosed as in a country that participates in OECD Dec-
laration International Investment and Multinational Enterprises. Challenges facing
Ukraine include maintaining economic stability, developing infrastructure and finan-
cial sector, enhancing the innovation component in investment-attractive sectors
with high potential for increasing competitiveness, protecting competition, reform-
ing the judicial system, and minimizing corruption. A threatening external challenge
is that the aggressor country controls Ukraine's economy (remaining a leading trad-
ing partner), manipulates its image (conducting warfare in Donetsk and Luhansk re-
gions since 2014) and thereby deterring investors [28]. The presence of unresolved
issues related to external and internal challenges worsens investment climate and
reduces the return on investment in Ukraine. Therefore, the Government's ambitious
plans to raise $ 50 billion investments in order to achieve a 40% economic growth
over the next five years [29] will require the recovery of all elements of investment
climate.

Investment climate: impact on attracting foreign investments in
industrial development

Investment climate is shaped by the combined influence of a wide range of polit-
ical, economic, financial and institutional conditions where markets operate, and de-
fines incentives and opportunities for businesses to invest effectively, create jobs and
expand activities [30, 31]. The impetus for the growth of individual businesses is
transmitted through economic chains and is aggregated in the country's GDP. In the
context of unfavorable investment climate, it is difficult for enterprises to invest and
work, and to update fixed assets, which results in a slowdown. These dependencies
are especially evident in developing countries, in economies where technological
progress is connected to the import of technology and means of production from
developed countries [14].

In general, the impact of investment climate is reflected in the ability to attract
investment, thereby achieving a long-term economic growth and development. In-
creasing investment in one industry creates a multiplier effect, boosting consumption
and revenue in the related sectors so that the total increase in the size of national
income is much higher than the initial amount of investment that initiated these
changes.

Ensuring a favorable investment climate is not only a national governmental con-
cern, but also an international one. Considering this, in the Addis Ababa Agreement
the governments of the UN member states committed themselves to creating a trans-
parent, stable and predictable investment climate with due respect for contracts and
property rights enshrined in prudent macroeconomic policies and institutions and
stable rules for free and fair competition [32]. The acceptance of such commitments
is dictated by the concern for securing inclusive and sustainable economic develop-
ment through the attraction of private investment.

Globalization of the world economy and investment flows have led to a demand
for investment climate assessments in countries around the world. The results of
comprehensive studies on business conditions and investment across countries are
now available to investors. The investment climate is valued by many parameters
that vary in degree of importance to investors. In particular, recent studies of global
investment competitiveness [10], conducted via a survey of directors of international
companies from around the world, have shown that investment decisions are made
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on the basis of weighing expected risks and returns. At the same time, the range of
factors that investors take into account when choosing a country for investing is
ranked in terms of importance in the following order: political stability and security,
legislative and regulatory environment, size of internal market, macroeconomic sta-
bility and favorable exchange rates, skilled and talented workers, extended physical
infrastructure, level of tax burden, labor costs, financial market development, etc.

The importance of each factor may vary depending on the specifics of local fac-
tors that affect the opportunities and incentives to invest in a particular country in a
particular period. The complex connections between the factors of investment cli-
mate and investment in industry are evident as exemplified by the UK, where the
economic landscape is changing due to Brexit. Almost 78% of surveyed chief finan-
cial officers (CFOs) of local businesses doing business in Europe consider Brexit to
be the biggest threat to their businesses [33]. Corporate circles realize that Britain's
business environment will deteriorate with the country's exit from the EU.

Against the backdrop of difficult business conditions in the UK, there are new
trends to production curtailment and workplace closures. According to the Statistical
Office, by the end of September 2019, industrial output had been reducing for six
months in a row [34]. Output declined to a minimum since 2012, with industrial
employment falling rapidly [35]. The Confederation of British Industry reported
about a reduction in exports and overstocking of unsold produce [36]. Customers
from the EU (which is the main outlet for industrial goods, accounting for 44% of
exports) are avoiding British manufacturers, fearing deterioration in price and cus-
toms requirements due to the Brexit.

The dismissal of employees in different sectors worsens consumer sentiment and
reverses the impact of consumption as a major driver of the country's economic
growth. Demand volatility in domestic and foreign markets, and currency volatility
complicate the prospects for industry. Investment decisions are hindered, resulting
in reduced investment volumes and tighter investment conditions. Thus, the value of
loans in 2019 rose to the highest level in the last six years, and their accessibility for
companies fell to the lowest level in the last two years [37].

We can observe a new outflow of foreign direct investment. In particular, the
Nissan management refuses to create new sport off-road X-Trail at its subsidiary in
Sunderland [38]. The management of another TNC - Honda announces plans to close
its Swindon car plant in 2021, which will mean for the country a loss of 7,000 jobs
[39]. Another Japanese company, Toyota prepared a plan to cease production on its
plant in Bernaston (Derbyshire). British economic shocks signal that unresolved po-
litical issues are pushing for corporate sentiment, weakening investment prospects.

The uncertainty of a protracted Brexit has upset European stock markets. In par-
ticular, investors are concerned about the inability to trade large companies shares
registered in London if Britain leaves the EU without a deal [40]. For example, it is
the case with the multinational companies Unilever (one of the world leaders in food
and household chemicals market), Royal Dutch Shell (multi-sector activities in oil
and gas, chemical and green energy industries), etc. European investors demand re-
gulators to protect their rights to buy shares of international companies registered in
London. Asset management concerns relate to dozens of companies whose shares
are traded both in London, which is usually a larger and more liquid market and on
other stock markets in EU countries. Leaving the EU without a deal would limit
investors' access to relevant assets and mean that European fund managers will no
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longer be able to buy and sell shares of international companies registered in London.
This is forcing institutional investors to lobby their interests in the European Securi-
ties and Markets Authority, to find ways to give London equity trading an "equiva-
lent” status compared to the EU. Otherwise, the transaction costs of investors in the
share purchase and sale operations will rise in price, which will negatively affect the
volume of investments. The likely refusal of these companies to be registered on EU
stock markets will also affect investments.

The outlined situation clearly demonstrates how sensitive investment climate is
to political and economic decisions, and to a shift in the status of the country in a
globalized world. At the same time, the variation of each factor of investment climate
gives impulses to changes in the system of economic relations, which cause shifts in
the resource provision of economic processes and affect the implementation of these
processes. In particular, the influence of investment climate factors on industrial de-
velopment is due to the former's impact on the latter's investment provision, invest-
ment risks and incentives, change of directions and movement of investment flows.
The influence is transmitted through decisions of national and foreign investors,
stock markets, credit institutions, consumers and customers of industrial products,
etc. Any such change is eventually fully reflected in the industry's investments and
determines its development, since industrial business is characterized by relatively
high capital intensity, a need for large amounts of investments and their long-term
payback. Given this, government decisions should be aimed at improving the condi-
tions for business and investing, implementing policies for the benefit of domestic
players, who act as the drivers of the country's economic and geopolitical weight.

Therefore, investment climate really influences various spheres, determining the
economic development. Investment climate is affected by many factors — political
and macroeconomic stability; the size of internal market; efficiency of legal system
and regulatory quality; the ability of economy to accumulate capital; financial mar-
ket development and availability of financial resources; labor costs; technological
advances and innovative activities; tax burden on corporations; availability of pro-
duction infrastructure services, etc. [10]. At the same time, these factors serve as
drivers of industrial competitiveness [41], so it is only natural that countries with a
more favorable investment climate hold high positions in the global industrial com-
petitiveness index.

Current state of industry and investment into its development in Ukraine

The quality of the investment climate in the Ukrainian economy can also be esti-
mated in terms of the state of industrial development and investment in the industry.
The growing tendency towards deindustrialization of the Ukrainian economy
(Fig. 1) indicates unfavorable conditions for the functioning of the industrial sector.
In particular, the industrial output index declined to 71,2% during 2007—-2018, and
the share of industry in GDP decreased to 21,0%, including that of manufacturing —
to 11,5%. A dramatic decline in manufacturing began in 2009 (due to the global
financial crisis) and in 2015 the industry experienced another deep decline. The de-
terioration of external environment and strengthening of the hryvnia resulted in an-
other output decrease in 2019 (by 1,7% in manufacturing in January-November),
which leaves no hope for a rapid return to pre-crisis level and weakens the national
economy. Continuous de-industrialization of the economy, which is open to foreign
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competition, is caused by the loss of competitiveness against the backdrop of unfa-
vorable investment climate [42, 43]. This process has become a new normality [44],
which is now a common thing.

30,0 100
C—Share of industry
25,0 80
20,0 —+
60
15,0 m Share of manufacturing
40
10,0
50 r 20 =t Inclexes of industrial
output, % until 2007
0,0 + o {right scale)
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Fig. 1. Indexes of industrial production, the share of industry and processing

industry in Ukraine's GDP in 2007-2018, %
Source: according to the State Statistics Service of Ukraine. URL: http://mawww.ukrstat.gov.ua/

Lack of investment and financial resources is holding back industrial moderni-
zation. Although the volume of investments in industry has been increasing recently
(Fig. 2), they were not sufficient to significantly upgrade the production potential
(in 2018 the wear and tear of fixed assets in industry was 66,4%, including in pro-
cessing industry — 64,3%). The modernization of industry requires state encourage-
ment, which is absent.

= 1000,0 200,& s Capital investments in mining and
g 180,@ quarrying
£ 8000 - 160,&
<< 140,0 [ Capital investments in processing
> ! industry
600,0 120,0
100,0 a— Indexes of capital investmentsin
400,0 + 80,0 industry (right scale)
60,0
200,0 40,0 —G—In.(k.nles uf(apitalinves_tmentsin
mining and quarrying {right scale}
20,0
0,0 0,0 == Indexes of capitalinvestmentsin
20102011 20122013 201420152016 20172018 processing industry {right scale)

Fig. 2. Capital investments (UAH billion) and capital investment rate indexes

(% to 2010) in main industrial activities for 2010-2018
Source: according to the State Statistics Service of Ukraine. URL: http://mawww.ukrstat.gov.ua/

FDI net inflows into the Ukrainian industry declined sharply since 2014 (Fig. 3).
This actualized the risks of technological backwardness of national industry and the
reduction of its participation in global supply chains. Foreign policy reasons that led
to destabilization of the economy, increased investment risks and weakening invest-
ment competitiveness had a significant impact on FDI withdrawal. No wonder that
the Minister of Finance of Ukraine agrees to mobilize $ 10 billion investments an-
nually to accelerate economic growth (in other words, 4-5 times more than before),
which in turn requires a dramatic improvement in business climate [45].
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Fig. 3. Foreign direct investment (stock capital)
by industrial economic activity and their share in the total amount of FDI
in Ukraine's economy in 2010-2018 (as of the beginning of the year)
Source: according to the State Statistics Service of Ukraine. URL: http://www.ukrstat.gov.ua/

A source of investment is industry's own funds, but they are very limited. Self-
financing provides 89% (2018) of investments into industry fixed assets and 94% —
in processing industry. Investment sources are decreasing, namely loan ratio, foreign
investment funds, investment institutions, and state and local government budgets.
The lack of the companies' own investment resources and inability to attract re-
sources from financial markets condemns the industry to further loss of technologi-
cal competitiveness.

Industrial companies are almost completely separated from the financial market
in their investment activities. For example, the share of borrowings in manufacturing
investment was 5% in 2018, while in 2011 it was almost 13% (Fig. 4). A number of
industries have ceased to use external funds in industrial investment. The unavaila-
bility of borrowed funds is caused by higher cost of credit resources and insolvency
of many companies.

20

VAN
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VAN 25 5 FAN
Share of loans to investment,
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o
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-5

Fig. 4. Loans ratio in the sources of funding capital investments and profitability
of operating activities in processing industry, interest rate on new loans to non-
financial corporations in 2009-2018

Source: according to The National Bank of Ukraine (URL: http://www.bank.gov.ua/); according to the
State Statistics Service of Ukraine. (URL: http://www.ukrstat.gov.ua/).
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Rates on bank loans exceed the profitability of industrial activity several times
(Fig. 4). The interest rate policy of central and commercial banks is regarded as a
mechanism for building a wall between banks and production, which prevents the
prospects for economic growth. Most industrial enterprises do not have “effective"
demand for credit and remain scarcely supplied with investment resource. Also
worth mentioning is the lack of the companies' confidence in the banking system,
caused by the virtual confiscation of large amounts of their working capital (up to
20% of GDP [46, p. 7]) from the banks' balance sheets, which were "cleared" from
the market, which seriously destabilized the companies' finances.

Analysis of the indicators characterizing the activities of the industrial compa-
nies shows a lack of available income and debt burden. The lack of income led to a
rapid increase in debt in the industrial companies. The amount of accumulated debt
increased almost 7 times during 2012-2018 (Fig. 5). At the same time, the producers'
equity decreased by 23% as a result of losses, termination of operation, and loss of
assets in the occupied territories. As a result of the combination of two opposite
trends — debt escalation and decapitalization of enterprises — the level of debt de-
pendence in industry exceeded 4,7 (times by which debt exceeds own capital), while
the critically acceptable level is at least 1,5 [47]. The key industries — metallurgy,
basic chemicals, and fertilizers — remain unprofitable for many years (2010-2018).
In other words, the profits of companies are lower than the losses of the unprofitable
ones. Despite the fact that losses in manufacturing (observed during 2012-2016)
have been overcome, some financial problems still exist because the companies'
profitability is too low (1,4% in 2018), which is not enough to cover the accumulated
equity shortage and reduce debt dependency at least to a critically acceptable level.
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Fig. 5. Owned and loan capital ratio of
Ukrainian industrial companies in 2011-2018
2011-2017 — as of 31 December;
2018 — as of 31 September;
Source: according to the State Statistics Service of Ukraine. URL: http://www.ukrstat.gov.ua/

According to experts, such an abnormally high level of debt dependence of the
companies is a manifestation of the extreme distortion of the financial model of
doing business in Ukraine [48]. This model is characterized not only by the lack or
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limitation of profits, and thus by the scarcity of investment resources and over-
indebtedness, but also by the capital accumulation in the shadow sector and offshore
jurisdictions. Shadow and offshore schemes are used to withdraw funds from
businesses that are left with debt and losses, and profits are on private accounts
abroad. Under such conditions, it is no wonder that industrial investors with long-
term investments, technologies and individual working places are in no hurry to enter
the country.

The negative sentiment regarding the prospects of manufacturing industry is
quite realistic (Table 1). Negative expectations also prevail in the business
environment with regard to future changes in capital investments volumes in this
sector (Table 2). Due to the expected increase in capital investment in mining
industry, we hope that the development of mining will meet the needs of processing
industry for raw materials. For example, Ukrinian chemical industry has fallen into
a trap of dependence on imports of raw materials (primarily natural gas) and their
prices, which leads to price incompetitiveness of national producers' products [49].
Therefore, investments in the development of gas reserves on Ukraine's territory will
allow to increase its production and in the long term to refuse its import, (which is
stipulated by the government [50]) and thus to strengthen the positions of Ukrainian
manufacturing companies.

Table 1
Ukrainian economic sentiment indicators (ESI) in 2017-2019, %
2017 2018 2019
[ m o u v oo m o m v nm o m v
guar  quar : quar | quar : quar : quar : quar : quar : quar : quar : quar : quar
ter ter ter ter ter ter ter ter ter ter ter ter

Indicator

Business
Confidence
Index in -75:-54:-30:-44:-31:-36 -46 -41 -34:-51:-46: -51
processing
industry

Source: according to the State Statistics Service of Ukraine. URL: http://www.ukrstat.gov.ua/

Table 2
Expected changes in the amounts of investment capital of
industrial companies in the coming year in comparison with current year
(level of expenses of the current year = 100%),% against the previous year

Code according
to the Statistical

Productive industry Classification of 2016 2017 2018 2019
Economic Activi-
ties-2010
Mining and quarrying B -6 89 16 17
Processing industry C -2 -4 -10 -10

Electricity, gas, steam and air condi-

tioning supply D 18 8 33 75

Source: according to the State Statistics Service of Ukraine. URL.: http:/Awww.ukrstat.gov.ua/

Financial and investment conditions in which Ukraine's industry is presently ope-
rating are characterized by the following features: financial degradation, increasing
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debt dependency and decapitalization of industry enterprises, low profitability of in-
dustrial activities (some activities are loss-making); withdrawal of capital from in-
dustry, accumulation of capital in the shadow sector and offshore jurisdictions; acute
shortage of disposable income in the companies due to the lack of effective demand
for industrial products in the domestic market and loss of traditional foreign markets;
and unavailability of credit resources. Everything mentioned above causes a shortage
of investment resources.

The implementation of this country's industrial revival plans urgently calls for the
creation of preconditions for an inflow of investments, especially given the rapid
global advance of the industrial revolution 4.0, which deepens the division of coun-
tries around the world into leaders and outsiders according to the technological po-
tential of the production. According to experts' reports, 25 countries (including Ja-
pan, South Korea, Germany, Switzerland, China, and USA) are ready for future
technological transformations. They are already generating 75% of the value added
of global industrial output and have established closed production chains [1]. The
rest of the world will remain a raw-material appendage and workforce donor for the
world's manufacturing centers over the next decade. Accelerated modernization of
industrial production is necessary for Ukraine in order not to be stuck forever in the
world periphery. Therefore, improving the investment climate will be the key to at-
tracting investment to this country's industry.

Assessment of the impact of investment climate factors on
the development of Ukrainian industry

Identification of the degree of sensitivity of the development of Ukrainian indus-
try to the impact of investment climate was carried out taking into account the fol-
lowing factors: macroeconomic stability; development of financial markets; the size
and attractiveness of the internal market; innovative activities, technological trans-
fer; and state of the labor market. The impact of relevant factors was analyzed using
econometric modeling and statistical comparisons based on the World Bank, State
Statistics Service of Ukraine and the NBU. As the indicators reflecting industrial
development, we selected the volume and growth dynamics of value-added created
in Ukraine's industrial sector and its branches.

Statistical comparisons of industrial activity indicators and investment climate
characteristics were carried out on the example of Ukraine and reference groups of
the world countries. The reference groups were selected on the principle of positive
example based on the criteria of the achieved level of industrial development and
favorable conditions for such development. In particular, OECD, BRICS and coun-
tries of Global Manufacturing Competitiveness Ranking [41] (this group include the
first thirty countries selected based on five-year observation period) are considered
perfect examples. As a base, we selected those post-Soviet countries that currently
do not belong to any of the above mentioned groups. This approach allows us to
compare the parameters of the investment climate, and identify the general and spe-
cific factors of its impact on industrial development.

Gross value added volumes provide information about the current state of indus-
try development in Ukraine and in reference groups. The initial comparison shows
that Ukraine occupied the middle positions among the post-Soviet countries in terms
of value added volumes created in the processing industry (2017), but Ukraine is far
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below as compared even to the minimum indicators of the BRICS group and the
countries selected based on the global competitiveness rating (Table 3).

The dynamics of value added change in the Ukrainian manufacturing was one of
the most difficult, as the industry experienced two waves of crises during the 11-year
period, during which negative rates were recorded during six years (2008-2009 and
2012-2015) (Table 4). Although the fall in industrial production occurred in all
groups, each time it happened to another country and recession periods did not last
so long and did not recur so often as in Ukraine. This demonstrates how serious and
long-standing the problems in Ukraine's industry are.

Table 3
Value added in manufacturing in selected foreign countries and
in Ukraine in 2007-2017 (current prices), million USD

Indicator 2007 2008 2014 2015 2016 2017
OECD countries
Minimum value 1674 1953 1848 1687 1886 3213
Maximum value 1839907 1800098 2084860 2159809 2160559 : 759904
Average value 178861 184038 190674 183398 191909 117301
BRICS countries
Minimum value 4149 4046 3596 3446 3458 41435
Maximum value 1149720 1475664 3184235 3250423 3225058 : 3590978
Average value 299766 368121 671750 662987 658360 883734
GMCR countries
Minimum value 15003 18418 24540 26464 29284 34202
Maximum value 351277 368996 1299382 263825 272428 284297
Average value 108518 119499 117933 107081 107942 121290
Post-Soviet countries
Minimum value 188 233 178 166 165 163
Maximum value 37050 47257 41750 34839 38015 17826
Average value 6880 8419 7421 5974 5929 4512
Ukraine 29003 31276 16325 10835 11217 13891

Source: World Development Indicators. World Bank national accounts data, and OECD National Ac-
counts data files. URL: http://data.worldbank.org/

Table 4

Growth rates of value added in processing industry in selected countries
and in Ukraine in 2007-2017, % to previous year

Indicator 2008 : 2009 | 2010 : 2013 : 2014 : 2015 : 2016 : 2017

OECD countries

Minimum value -223 1-232 -134 -34 -2,1 -5,5 -4,2 -1,8
Maximum value 8,4 13 26,8 12,8 15,6 93,9 10,9 9,2
Average value -1,2 -115 18,1 1,0 3,5 48 2,2 41
BRICS countries

Minimum value -7,0 -146 13,3 0,1 -4,7 -8,5 -5,6 -0,2
Maximum value 4,3 11,3 9,2 50 79 12,8 7.9 51
Average value 0,3 -6,3 7,2 2,0 0,8 -0,4 0,8 1,7
GMCR countries

Minimum value -8,6 -232 1-218 -34 -4,7 -8,5 -5,6 -1,8
Maximum value 16,1 2,8 22,8 9,3 7,9 93,9 11,9 14,4
Average value 1,8 -8,5 5,6 1,4 29 6,9 2,8 4.4
Post-Soviet countries
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End of Table 4

Minimum value -8,8 -29,1 :-59 -9,9 -8,6 -152 4.1 -4,0
Maximum value 21,2 115 145 47,0 215 17,7 11,1 22,8
Average value 4,0 -7,6 5,6 6,8 3,5 1,5 3,6 6,0
Ukraine -4,9 -209 1145 -9,9 -8,6 -152 3,6 51

Source: World Development Indicators. World Bank national accounts data, and OECD National Ac-
counts data files. URL: http://data.worldbank.org/

Macroeconomic stability is of great importance for industrial development. In
general, the prospects for industrial development depend on the level of investment
activities, which requires macro-financial stability and a sound financial sector.
Weak investment activities are peculiar to the countries with fragile financial sys-
tems. High cost of attracting investment resources in these countries is a consequence
of the existing systemic financial risks and an obstacle to capital cycle.

Gross savings serve as the basic investment resource of economy, on which gross
capital generation directly depends. Macro-financial imbalances caused by low le-
vels of gross savings and gross capital formation are recognized as key factors in
Ukraine's problem of low investment activities [51]. The intensification of this prob-
lem in Ukraine occurred in 2014-2016 due to a coincidence of adverse macroeco-
nomic and geopolitical factors. Earlier the level of gross savings fell (to 9-10% of
GDP in 2013-2014 versus 39% in 2008), and later gross generation fell (to 13-14%
of GDP in 20142015, in other words, to the lowest level since 2007 and almost half
the world average). In this context, there was a deep decline in capital investment
indexes in industry — from 152 to 91% in 2012-2015 (Fig. 2), which slowed down
the upgrade of its productive apparatus.

In general, gross savings in Ukraine's economy remained insufficient. Compari-
sons show that its level in Ukraine was lower than the average in all reference groups
in 2009-2017. For example, in Ukrainian economy gross savings varied within 10—
20% of GDP during 2014-2017, while in the post-Soviet group the average gross
savings were 20-22%, in OECD gross savings were 23-25%, in BRICS — 27%, and
in GMCR countries - 24-25% of GDP. Particularly noticeable is the difference bet-
ween Ukraine and the leader countries in modern industrialization: China (46-49%
of GDP) and India (31-34%). The absolute amount of gross savings in Ukraine in
dollar terms decreased by more than 76% in 2017 compared to 2008, and in 2014—
2017 remained generally at 19-24% to previous level. Thus, the amount of savings
is much reduced, which is the reason why the problem of the lack of investment
resources in Ukraine's economy sharply aggravated.

In 2015, in Ukraine, the gap has been overcome between gross savings and gross
fixed capital formation in Ukraine, which is covered by external investment resources.
However, modest increase in gross savings in 2014-2017 had little effect on the trends
in gross fixed capital formation, which remained insufficient. In particular, its level was
14-16% of GDP since 2014, which is significantly lower than the average in all refe-
rence groups. If we take into account the indicator's long-term negative dynamics and
the fact that its volume, measured in dollar terms, during the period 2014-2017 was only
18-23% of that in 2008, we can conclude: the current regime of gross fixed capital for-
mation carries a risk of deepening economic degradation due to narrowed reproduction.
Low level of gross accumulation is associated with the slowdown in technological mo-
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dernization and renewal of fixed capital. According to experts, if Ukraine intends to per-
form an economic boost, carry out a structural upgrade and modernization and continue
industrial development, then the gross accumulation of fixed capital must be not less
than 25% of this country's GDP [52].

An empirical test of the hypothesis about the existence of an impact of macro-
economic factors on the state of industrial development in the long run was con-
ducted using econometric model (1)

MVAD = — 0.411*INFT + 0.445* GFCD + 0.380*GSP + 0.032
(0.022) (0.0001) (0.080) (0.994)*

R2=0.797; DW = 1.803; Prob(F-statistic) =0.000,

where MVAD - annual increase in value added in manufacturing (%); )

INFT — GDP deflator (%);

GSP — gross savings (% GDP);

GFCD - annual increase in gross fixed capital formation (%).

* in parentheses Prob. t-Statistic is given for every factor

Model (1) provides an empirical assessment of the impact of macroeconomic fac-
tors on the dynamics of value added in manufacturing. The model is adequate, formal
tests confirm its correctness. Model based analysis shows that over the entire time
period (2000-2017), with a 1% increase in gross fixed capital formation and a 1%
increase in the share of gross savings in GDP, the dynamics of value added accele-
rated on average by 0,45 and 0,38%, respectively, while with a 1% rise in inflation
the dynamics of value added slowed down by 0,41%. It should be noted that the
obtained estimates of model parameters (1) were received "other factors being
equal”, in other words, without highlighting the influence of other important factors.

The presented model based estimates confirm the validity of the conclusion on
the importance of macroeconomic policy measures to support industrial develop-
ment in Ukraine. The crisis bailout plan based on the formation of sufficient gross
savings to increase fixed capital generation at the expense of own sources, together
with achieving price stability will allow to attain industrial growth and forget about
the decline.

Financial market development is recognized a necessary component of a favo-
rable investment climate for industrial development. Financial market is a central
element of the investment mechanism, and the development of the national economy
depends on it. An efficient financial sector accumulates the households' savings and
cross-border funds in order to transfer them to profitable investment projects to be
carried out by private business. The results of various studies show that private in-
vestment is a determinant of productivity gains and economic growth [14]. In order
for private business investment to grow, it is necessary that the financial markets be
able to provide the private investors with access to financial products from a variety

2 The model is based on data: World Development Indicators. World Bank national accounts
data, and OECD National Accounts data files. URL: http://data.worldbank.org/

The analysis of the statistical characteristics of regression equation (these and the following
equations are built in the Eviews environment 7.0) and checking its quality using formal tests
(Breusch-Godfrey Serial Correlation LM Test about the absence of autocorrelation, hetero-
scedasticity — Heteroskedasticity Test: White) confirms the adequacy of the model (1)).
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of sources, such as loans from trusted banks, capital from well-organized stock ex-
changes, venture capital funds, etc. In addition, financial markets need to be properly
regulated in order to safeguard investors' rights and guarantee investment security.

The financial characteristics of the investment climate are quite diverse. In par-
ticular, an important feature of the investment climate is the availability of getting
credit for borrowers (Getting Credit). According to the World Bank methodology
used in Doing Business rating, this characteristic reflects the legal compliance of
borrowers and lenders to enforce secured transactions, as well as the exchange of
credit information. The parameters by which the International Monetary Fund eva-
luates the degree of financial market development consist of two groups of indicators
— efficiency and reliability [2]. In particular, the first group contains indicators such
as the adequacy of financial services to the needs of business, the availability of
financial services, the ability to attract resources in the local stock market, and the
availability of credit and venture capital. The indicators of the second group reflect
the reliability of the financial system and its credibility, the strength of banks, the
regulation of stock exchanges and legal protection. In terms of financial market de-
velopment, Ukraine occupies 120" place among 137 countries and has a score of 3,1
on a scale of 1 to 7 [6]. Rating estimates indicate that Ukrainian financial system is
underperforming and underdeveloped.

Industrial investments, which involve the cost of new technologies, machines and
equipment, are long-term and particularly sensitive to the business environment.
Capital investment financing requires long-term bank loans, and stock market re-
sources. So it is not accidental that the EU's industry renaissance policy has been
identified as one of the key contributors to facilitating access to capital for productive
business as a key factor of production [53]. The economic basis of capital availability
for the real sector is a favorable ratio of domestic savings and investment that has
been formed in the EU, supported by tax incentives for both.

The complexity for the industrial business to access financial market resources
is one of the problematic aspects of Ukraine's investment environment. The origins
of the problem include the low accumulation of gross savings, excessively tight mo-
netary policy and insufficient supply of money in the economy [54] and the aggra-
vation of this problem in recent years has been caused by the instability of the finan-
cial sector and the unreliability of real business entities [55]. Moreover, the dysfunc-
tion of all elements of the transmission mechanism that redistributes financial
resources in the economy (the banking sector, non-banking financial institutions,
budget) widens the gaps between those sectors where financial resources are con-
centrated and those with their acute shortage [56]. In particular, the financial sector
fails to completely perform its primary function, that is, accumulating savings in
other sectors, transforming them into productive capital through indirect (debt or
equity) financing mechanisms, and promoting cross-sectoral redistribution of capi-
tal. The banks' roads to lending have been since long ago and securely blocked by a
different temptation, that is, the NBU's and government's deposit certificates whose
yield reaches 15% and higher [57]. When the NBU and Ministry of Finance encoura-
ge the financial sector to make money out of thin air by offering them lucrative and
risk-free assets, they will not even look at the production. The crowding-out effect
is in place causing the curtailment of the banks' relationship with productive business
and contributing to further autonomy of the companies' finances [46].
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Comparison of the volumes of the banks' lending of the private sector in Ukraine
and in the reference groups testifies for limited availability of credit resources for
Ukrai-nian borrowers. In particular, the volume of bank lending in Ukraine was 31%
of GDP in 2017, while the average in post-Soviet countries was 37%, that in the
GMCR group - 82%, in the OECD - 84%, and in the BRICS - 108%. Ukraine's
twof/three-fold lag behind in bank lending is a sign of the private sector's financial
hunger.

Particularly difficult relations have been established between banks and indus-
try. The share of manufacturing industry in the sectoral structure of bank lending in
Ukraine increased from 19,6% to 24,2% during 2013-2018, but at the same time,
the share of overdue loans increased from 9,8% to 45,7% [58]. The creditors consider
a high portion of borrowings involved in the manufacturing as nonperforming loans
or bad debts. The share of nonperforming loans in manufacturing reached 72% in
the mechanical engineering (as of late 2018), 71% in the metallurgy, 68% in the
chemical and pharmaceutical industries, 70% in the oil and fat industry, 58% in pro-
cessing, 41% in the manufacture of building materials [59], etc. The financial posi-
tion of the debtor companies is such that they have no resources to service the loans
and their prospects to recovery are illusory.

Many insolvent companies unable to service credit debts appeared in the busi-
ness environment after two deep crises of 2008-2009 and 2014-2016. Many of them
are engaged in mechanical engineering (the amount of bank debt was UAH 34 bil-
lion), chemical (UAH 20 billion), food processing (UAH 30 billion), metallurgy
(UAH 4 billion), mining (UAH 6 billion), and construction materials (3 billion
UAH), etc. [59]. In particular, mechanical engineering suffered as a result of the loss
of the Russian market, the chemical industry was affected by difficulties with raw
materials and the loss of part of its facilities in uncontrolled territories, and problems
in the food processing were caused by the default of debtors (especially dairy pro-
ducers), which had oriented to the Russian market.

A major part of the borrowed credit serves the current activities of the industrial
companies, while only a small portion serves the capital reproduction. Only 0,4—
2,6% of the total amount of credit granted to manufacturing is used as a source of
capital investment.

The group of solvent borrowers among the industrial companies is rather small,
due to unsatisfactory financial results of their activities and high debt dependence
(Figs. 4, 5). The risks of deterioration in borrowers' solvency are associated with a
further increase in personnel costs, rising interest rates on new loans, and a decline
in world prices for important exports of metallurgy and oil and fat industry. There-
fore, deepening restrictions on the access to credit for industrial companies will hin-
der their development.

Given the tendencies to curtail the relationship between industrial borrowers and
banks, the question arises whether lending to industrial companies affects the
sector's development, which can be answered based on econometric modeling. In
order to empirically test the hypothesis regarding the involvement of bank lending
in long term output growth, models (2—4)® were constructed. As a result of model

3 These and all the following models are constructed according to the relevant data of the
State Statistics Service of Ukraine (URL: http://www.ukrstat.gov.ua/); NBU monetary statis-
tics (URL: http://www.bank.gov.ua/).
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based simulation, the coefficients of elasticity of the impact of changes in lending
volumes on the dynamics of value added of the main industrial branches (mining,
manufacturing, power industry) were obtained:

TDMVM = 0.37*TDLOM + 75.8
(0,00) (0.02)*
R2 =0.96; DW = 2.19; Prob(F-statistic) =0.00,
where TDMVM - growth rate of the GVA of mining and quarrying in real terms** (2000 = | (2)
100%);
TDLOM - growth rate of loans to non-financial corporations (end-of-period balances), en-
gaged in mining and quarrying *** (2000 = 100%).
TDMVA = 0.09*TDLOA + 248.56
(0,00) (0.02)*
R2 =0.74; DW = 1,42; Prob(F-statistic) =0.00,
where TDMVA — growth rate of the GVA of manufacturing in real terms ** (2000 p. = @)
100%);
TDLOA — growth rate of loans to non-financial corporations (end-of-period balances), en-
gaged in manufacturing*** (2000 = 100%).

TDMVE = 0.05*TDLOE + 104.9
(0,00) (0.00)*
R2 =0.96; DW = 1,73; Prob(F-statistic) =0.00,
where TDMVE — increase in the GVA of electricity, gas, steam and air conditioning supply | (4)
in real terms ** (2000 p. = 100%);
TDLOE - growth rate of loans to non-financial corporations (end-of-period balances), en-
gaged in electricity, gas, steam and air conditioning supply*** (2000 = 100%).

* The values of Prob. t-Statistic for each factor are given in brackets.
** Recalculated based on deflators of the corresponding industrial activity.
*** Recalculated based on deflators of financial and insurance activities.

The model based estimates (2-4)* with high levels of statistical significance (as
evidenced by the Prob. t-Statistic of each factor) confirm that lending affects the
dynamics of gross value added of each industrial branch over the entire time period
(2001-2016 — for mining, 2006—2016 for manufacturing, and 2000-2018 for power
industry). Analysis of the simulation results shows that with a 1% increase of len-
ding, the value added of mining increased on average by 0,37% to basic period, that
of manufacturing — by 0,09%, and that of power industry — by 0,05%. Considering
the regression coefficients, it is obvious that lending is not a key factor, but it still
contributes to accelerating the added value dynamics in each branch. It should be
noted that the models presented are simplified because they estimate the impact of
only one factor (other things being equal) and do not take into account other im-
portant factors. However, model based estimates serve as a valid argument in favor
of promoting industry lending.

The size of the country’s market is a significant factor in the investment climate.
It affects production capacity by allowing national companies to take advantage of
the economies of scale within the country's primarily domestic market. In the age of

4 The models' adequacy is confirmed by an analysis of statistical characteristics of regression
equations and verification of their quality using formal tests (Breusch-Godfrey Serial Corre-
lation LM Test for the absence of higher order autocorrelation).
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globalization, entering foreign markets expands the producers' sales. Therefore, ex-
port opens additional demand for products abroad, expands market boundaries, and
narrows imports, crowding out the domestic producers.

The scale economies arises upon condition that the expansion of production ex-
ceeds the growth of all production costs. This is manifested in the reduction of unit
costs with an increase in output and sales. Observing this phenomenon, formulated
as the concept of economies of scale, is progressively developing classical and neo-
classical views on international economic relations at the present stage [60]. The
increased importance of economies of scale is explained by the following reasons:

— deepening international division of labor, increasing specialization and con-
centration of production in individual companies and countries;

— intensification of competition in the field of research and development, ac-
celeration of the introduction of technological innovations, rapid updating and ex-
pansion of the range of products in the markets.

Gaining market advantage through leadership in technological innovations that
ensure the emergence of new product quality, cost savings and price preferences,
allows squeezing competitors and occupying a larger market share, thereby changing
the configuration of the market structure and forming trends for its monopolization.
The technological aspect of the economies of scale is manifested in the modification
of production function, and in saving unit costs of labor and capital. The concentra-
tion of production in a few companies creates the preconditions for realizing price
effects in the markets of economic resources (labor, capital) and products. Large
companies that are able to exercise a "price diktat" in the resource markets have the
greatest financial gain from of the economies of scale.

A large domestic market favors national companies in achieving scale econo-
mies. Countries with a small domestic market are limited in their ability to build
large-scale production and, accordingly, these countries need to enter the world mar-
ket in order to gain comparative advantages in the production of certain items. Par-
ticipation in international trade contributes to the consolidation of the country's com-
parative advantages in the manufacture of products, enhances the scale economies
and its technological, price and financial implications. Competition in global markets
determine the country's specialization in the areas with lower average costs, higher
productivity and more economical use of resources.

The domestic market of Ukraine, whose capacity is determined by the number
of consumers and their purchasing power, is characterized as open to imports and at
the same time monopolized on various types of industrial products [6, 61]. Less than
64% of manufacturing products are sold on the country's market (2018), the rest are
exported. Orientation to foreign markets is peculiar to the engineering industry (more
than 59% of motor vehicles, trailers and semi-trailers, 61% of general-purpose ma-
chinery and equipment, 44% of other vehicles are exported), metallurgy (59% of all
production), and woodworking industry (58% of wood products).

The relative volumes of exports of goods and services from Ukraine are inferior
to the average indicators of the main reference groups. Ukrainian exports accounted
for 48% of GDP in 2017, while the average in OECD countries was 60%, in GMCR
countries — 52%, and in BRICS — 49%. The reasons are the stagnation of the energy-
intensive, low-tech structure of Ukraine's economy [62]. In addition, the structure of
Ukrainian exports of goods is ineffective due to excessive product concentration and
mineral orientation. In particular, one quarter of exports is accounted for by metals
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and metal products (including ferrous metals — 21%), 21% by vegetable products,
9% for oil and fat products, and 9% for mineral products (2018). In other words, the
total share of low-processed items in the structure of commodity exports exceeds
64%. Therefore, in the global division of labor, this country acts as a supplier of
medium-low-tech products and mineral-raw material append of the world economy.

Machine-building products in the structure of commodity exports from Ukraine
occupy less than 10%. Since mechanical engineering is focused on foreign markets
and its products do not meet the structure of domestic demand and provide only a
partial accumulation of fixed capital, the demand of domestic consumers is directed
to imports. Imports in the market for machine building products dominate — their
share has increased to 63,8% in recent years [62]. As a result of the expansion of
imports, the potential of scientific, technical, industrial and technological develop-
ment of national industry is lost and the scale economies narrows, which negatively
affects the long-term development prospects.

The level of import dependence of the Ukrainian economy (54% of GDP) is
comparable to the average in its reference group and in that of OECD countries
(55%), but is significantly higher than in the groups of BRICS countries (48%) and
GMCR countries (48%). Imports meet domestic demand, especially for high-tech
products. In particular, the structure of imports is dominated by technologically so-
phisticated products that are more competitive than low-tech goods of Ukrainian ex-
ports, as well as by energy resources. The share of machinery and equipment in the
goods imports is 21%, that of chemical products — 12%, vehicles — 8%, and energy
— 24%. In addition, imports exceeds exports, and the resulting long-run trade deficit
is a factor in economic instability.

Evaluation of the degree of dependence of Ukraine's industry dynamics on the
market capacity (domestic and foreign markets of industrial items of Ukraine's pro-
duce) was carried out using econometric modeling. In order to test the hypothesis
about the existence of the influence of scale economies on the dynamics of industry
over the long-term time period in Ukraine, econometric models were constructed.
The evaluations of these models are presented in Table 5. As a result of the model
evaluation, the coefficients of the impact of the dynamics of GDP, imports and ex-
ports of industrial goods on the rates of the industry's value added were obtained.

Model based estimates with high levels of statistical significance (according to
the Prob. T-Statistic of every factor) confirm that market capacity has an impact on
industrial production dynamics. Based on the estimates presented (model 5), it can
be said that during the period 2003-2018, the changes in the industrial value added
depended on the dynamics of domestic market capacity (measured by GDP): they
speeded up by an average of 1,3% (to the base period) with a GDP growth of 1% (all
things being equal). In addition, during 20062015, the response to a 1% increase in
exports of manufactured goods was a 0.63% on average increase in the industrial
value added of industry (relative to base period, model 6).

According to the evaluations of model (7), the increase of manufactured goods
imports did not have a negative effect on the dynamics of industry, probably due to
the significant dependence of national production on imported goods for intermedi-
ate consumption, investment purposes and energy. Imports of goods of these groups
have largely replaced the corresponding items of domestic production (especially
machinery and equipment). Increasing imports of goods will continue to limit the
market space of domestic demand for products of domestic producers, leading to
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narrower range of industrial production (especially in high-tech segment), deteriora-
tion of national production structure, and deepening trade deficit. The proportions in
which imports are presented in the domestic market need adjustment in order to sup-
port the domestic industry. The instrument of such regulation should be a systematic
promotion of investments in the diversification of industrial production (implemen-
tation of measures for the localization of production in Ukraine [63]), which would
help reduce the dependence of this country's economy on imports and strengthen its
competitive position.

Table 5
Results of the evaluation of the linear models of paired regression on the influ-
ence of selected factors on the dynamics of Ukraine's industrial GVA®

Factor, indicator Model 5 Model 6 Model 7
Index of GDP growth (up to 2000) 1,31 (0,00)*
Constant -0,48 (0,00)*
Index of growth of industrial goods ex- 0,30 (0,02)*
ports (up to 2000)
Constant 0,87 (0,00)*
Index of growth of industrial goods im- 0,40 (0,01)*
ports (up to 2000)
Constant 0,82 (0,00)*
Evaluation time length 2003 - 2018 2008-2015 2006-2015
R-squared 0,93 0,64 0,63
Durbin-Watson stat 1,23 1,3 1,45
Prob(F-statistic) 0,00 0,01 0,01

* In brackets, Prob. t-Statistic of every factor is given.
Source: author's own calculations.

Also, there should be a policy to expand domestic demand for domestic produc-
tion and promote its export. An important aspect of export policy is the diversifica-
tion of export geography, especially with regard to the products of those industries
that have suffered from the Russian market foreclosure (engineering, food industry,
etc.). It is reasonable to take care of the restructuring of export deliveries by reducing
the share of low-tech raw materials whose markets are stable neither in terms of
capacity nor of prices [64], and of promoting the development of high-tech industrial
manufacturing in the country, because these segments of the world market are the
most dynamic and significant.

Innovative activity and technological transfer as a factor in the investment cli-
mate determines the ability of the economy to adopt new technologies to increase
production efficiency and competitiveness. Due to the limited availability of ad-
vanced technologies and projects, the ability of industrial companies to integrate and
adapt exogenous technologies in their production is also limited. That is why com-
panies are forced to design and develop their own products and technologies in order
to maintain their competitive advantage and create greater added value. Technologi-

® Analyzing the statistical characteristics of the regression equations and checking their qual-
ity (regarding the absence of first- and higher-order autocorrelations, etc.) show the adequacy
of the models.
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cal progress requires an environment conducive to innovation, created by the com-
bined efforts of the state and the private sector. In particular, this requires sufficient
R&D funding, especially from the private sector, high-quality research institutions
capable of generating fundamental knowledge for the development of new techno-
logies, research and technological cooperation between science and industry, and
protection of intellectual property.

The incentive for innovation and technological leadership is the high cost reco-
very that accompanies the introduction of new technologies, so that the large upfront
costs are more than outweighed by revenues that increase together with output. For
example, model based calculations of the effectiveness of key Industry 4.0 techno-
logies have shown that leading companies in their implementation will increase their
cash flow by 122%, while their followers — only by 10% [65]. A new feature of the
modern world order is a fierce competition in the field of innovation, which took the
form of a cold war between countries for leadership in production technologies [66],
which is based on the rivalry for the distribution of income and the appropriation of
technological rent. In addition to its own technological developments, foreign direct
investment can become a source of new technologies. Such investments are espe-
cially important for countries, which are far from the first stages of technological
development. FDI technological transfer usually provides for the modernization of
local traditional manufacturing technologies, optimization of production processes,
improvement of product quality and increase of overall efficiency.

The recovery of global economic growth in the post-crisis period is based on the
strategies of the new industrial revolution, which implies the acceleration of innova-
tion progress, and the growth of high-tech industries based on increased investments
in research and development. Contrary to global trends, expenditure on science &
technology activities (hereinafter STA) in Ukraine is declining. This is confirmed by
a long decline in GDP research intensity from 1,24% in 2003 to 0,85% in 2008 and
0,45% in 2017, (out of that share, at the expense of the state budget — 0,16%) [67].
Comparison of the corresponding expenditures intensity in the reference groups
shows that the average performance in OECD was 2,01% in 2015, in the GMCR
countries — 1,73%, and BRICS - 1,15%. According to recent data, the EU is moving
ahead with R&D spending, reaching 2,07% in 2017, out which 66% is business-
funded (in some countries (Sweden, Austria, Denmark and Germany) - more than
3%) [68]. China's R&D expenditures increased by 18% annually during 2010-2015
or more than four times faster than in USA. According to world criteria, the level of
GDP research intensity in Ukraine does not correspond to the needs of industrial
economy. The fact that GDP intensity is lower than the critical level (0,9%) indicates
a tendency to degradation of this country's economy and its transformation into a
raw and underdeveloped one [69]. Inadequate financial support for scientific and
technological progress, as well as a lack of attention to product innovation, exacer-
bates the threat of further de-industrialization of the economy and the loss of position
in the world markets of industrial products.

The hypothesis of the influence of the factor of innovation and technological
transfer from FDI on Ukraine's industrial development (sample 2000-2018) was
tested using econometric models (8), (9). The models present an empirical assess-
ment of the impact of innovation activity dynamics of industrial enterprises and the
inflow of foreign direct investment into this country's industry on changes in the
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growth rate of industrial value added. Models are adequate, formal tests confirm their

correctness.

TMV = 0.45*TRDM + 0.44*TMM(-1) + 40.76

(0,005) (0,000) (0,224)*

R2 =0.92; DW = 1,35; Prob(F-statistic) = 0.00,

where TMV — industry's GVA growth rate in real terms (2000 = 100%)**;

TRDM - growth rate of the expenditures in research and development in the industry in
real terms (2000 = 100%);

TMM - growth rate of the expenditures for the acquisition of machinery and software in
the industry in real terms (2000 = 100%).

* In brackets Prob. t-Statistic of every factor is given.
** Recalculated based on the industrial deflators.

Model based estimates indicate that innovation and FDI have a positive and sta-
tistically significant effect on industrial development. In particular, the analysis of
the whole observation period 2002—2017 shows that industrial value added increased
by 0,45% with the increase in the companies' expenses on the execution of scientific
and technological projects by 1%, and by 0,44% with a 1% (with a one year lag)
increase in the spending on the acquisition and commissioning of machinery, equip-
ment and software (model 8). The ratio of regression coefficients of factor variables
indicates the importance of both directions of the companies' innovative activities on
the development of Ukraine's industry. These positive effects show themselves even
despite the fact that only few industrial companies were engaged in innovation ac-
tivities (less than 19% of total) [67]. These observations are important in the context
of justifying the feasibility of industrial enterprises to invest their own funds in the
research and technological development that precedes the implementation of tech-
nological innovations, and to order their implementation in the applied and academic
sectors of Ukraine's national science.

TMV = 0.02*TFDI + 0.03*TFDI(-1) — 2.35
(0,016) (0,002) (0,947)*
R2 =0.89; DW = 1,48; Prob(F-statistic) = 0.00, 9)
where TMV - industrial GVA growth rate in real terms (2000 = 100%)**;
TFDI — growth rate of FDI in the industry (2000 = 100%).

The parameters of the distribution-lag model (9), estimated for the period 2000-20186,
show the short- and long-term multipliers of the effect of the lag variable. In particular,
with a 1% inflow of FDI into the industry, the value added growth of the industry accele-
rated by an average of 0,02% (the magnitude of the short-term multiplier) in the year of
investment arrival and the positive momentum remained noticeable in the next period.
The overall annual effect of FDI inflows was manifested in the increased rate of indus-
trial value added by an average of 0,05% (long-term multiplier), since the cumulative
effect of the previous period remained effective. If the Ukrainian industry had not lost
foreign investment in recent years (Fig. 3), this effect would have been greater, because
the start of the rapid industrial development of Asian countries was driven by the transfer
of technology from foreign direct investment. Given that today technological innovation
is the basis for rapid industrial development, it is necessary to apply a wide range of
public policy measures to promote innovation and attract technology-intensive FDI.

The labor market, as a factor in the investment climate, plays an important role in
industrial development. In line with current approaches, the workforce must be given the
necessary incentives to best display its work skills, which is crucial for economic deve-

®)
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lopment. A flexible labor market enables workers to move quickly and at low cost from
one type of economic activity to another, taking into account wage fluctuations and with-
out social disruptions. An effective labor markets should provide clear incentives for
employees to demonstrate skills, develop talent in the workplace, and ensure fairness in
business relationships and pay. The combination of these factors has a positive effect on
labor productivity and the country's attractiveness for skilled labor.

The two waves of crisis that Ukraine's economy experienced over the last decade
have led to people's frustration with their internal economic situation and significantly
increased labor migration. After several migration waves, about 2-3 million Ukrainians
went to work abroad [70]. The loss of labor resources in Ukraine (estimated at almost
1,5% in 2019 [71]) is increasing under the influence of the policy of attracting foreign
workers by the governments of neighboring countries. Thus, the Czech government re-
gularly increases quotas for inviting Ukrainian workers under a long-term program im-
plemented since 2016 [72]. The high demand for skilled workers existing in the labor
market of this country is being met at the expense of skilled Ukrainian workers. Czech
companies mostly expect metalworking specialists, welders, founders, locksmiths and
mechanics, in other words, industrial workers. Governments of other EU countries (Po-
land, Germany) are taking similar measures. Obviously, the tendency towards migration
of skilled population from Ukraine will continue, which will exert additional pressure on
the domestic labor market.

The Ukrainian industry suffers from the loss of employees (Fig. 6) and the lack of quali-
fied personnel. Dynamics of the reduction in the number of employed in the industry is far
ahead of the rate of output decline: while the index of industrial output in 2018 compared
to 2007 was 71%, the number of employees was 61%. In 2014-2018 the industry lost
almost half a million workers (the number of employees reduced from 2,9 million to 2,4
million people). The industry lacks workers, even with increased productivity. Employ-
ment reductions are occurring in all sectors of the industry, and the industry's needs for
skilled workers in various occupations are increasingly becoming unsatisfied.
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Fig. 6. Industrial production indexes, employment in industry and its share in
total employment in 2007-2018
Source: according to the State Statistics Service of Ukraine. URL: http://www.ukrstat.gov.ua/
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Structural mismatch of human resources to the needs of industry, and imbalance of the
industrial segment of the labor market both limit the opportunities for industrial deve-
lopment.

The openness of the Ukrainian labor market and its involvement in the European
market and in general world market exacerbates employers' competition for workers.
Lagging behind in wages compared to neighboring countries increases the risks of labor
emigration and the deepening of the labor market shortage, which forces Ukrainian em-
ployers to improve their working conditions. Data show a rapid increase in wages in
Ukraine: its growth rates in nominal terms reached 25-37% in 2017-2018 (to previous
year) and 13-19% in real terms. At the same time, the average wage in industry increased
by 26-29%, and its level exceeded the average in the economy by 9%.

The shifts in the wages of industrial workers have been mostly in favor of more tech-
nologically complex activities. In particular, the average monthly salary in industry was
9633 UAH in 2018 (Table 6), including in manufacturing — 9196, mining — 12452, and
power industry — 10790. Although the average wage in manufacturing was lower than
in other sectors, the growth dynamics was higher. The leaders in the growth rate of the
average monthly salary for the period 2013-2018 were the following activities: light
industry, manufacture of computers, electronic and optical products, pharmaceutical pro-
duction, and motor vehicle engineering. Increased wage growth rate in manufacturing
branches contributes to reducing the income gaps in workers across industries and en-
sures social inclusion. Such trends also stimulate the flow of workers between industries
towards technologically more complex types of production, which will help the popula-
tion to return to work in production. At the same time, structural shifts in employment
by types of industry influence the change in labor productivity, which causes the effect
of labor flow from low- to high-productive activities and serves as a factor in improving
the industrial efficiency [73].

In addition to increasing competition in the labor market, the following factors
change the intersectoral proportions in Ukraine's industry:

—opening new businesses that generate technological jobs and increasing productivi-
ty in the manufacturing. Over the last few years, in the country, many new manufacturing
facilities that use advanced technologies have been put into operation. These belong to
various sectors, such as deep agro-food processing, production of construction materials
from local fossil raw materials, biopharmaceuticals, electronics, instrumentation, me-
chanical engineering, light industry, renewable energy, etc.;

— the emergence of new sectors of production and the modernization of traditional
industries, which occurs through the upgrade of imported technological components.
The historically core industries are being supplied with modern technologies, which en-
hances their competitiveness in the markets;

— export potential of new productive facilities provides the companies with stable
incomes and financial capacity to maintain a high remuneration.

It is evident that there will be a shift in labor resources towards innovative industrial
activities from the stagnating sectors. In the future, the effect of these factors will deter-
mine the vector of change in the proportions of wages of the industrial workers, the re-
location of labor in favor of high-productivity activities, increased labor mobility, and
improved the system of vocational training and retraining.
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Table 6

Average monthly salary per employee and its dynamics by industrial eco-
nomic activities in Ukraine in 2013-2018

Average monthly wage, UAH Growth
Economic activity rate in
2013 | 2016 2017 2018 2018 till
2013, times
Industry 3763 | 5902 7631 9633 2,56
Mining and quarrying 5266 | 7426 | 9704 | 12452 2,36
Manufacturing 3305 | 5543 7299 9196 2,78
textile manufacture, production of
clothing, leather, leather goods | 1868 3773 5414 6735 3,61
and other materials
man_ufacture (_)f computers, elec- 3083 6787 9000 10640 345
tronic and optical products
manufacture of basic pharmaceu-
tical products and pharmaceutical | 5422 11028 13846 16754 3,09
preparations
manufacture of motor vehicles,
trailers and semi-trailers and other | 3274 5441 7597 10008 3,06
vehicles
manufacturing of rubber and plas-
tic products; other non-metallic | 2876 5144 6858 8667 3,01
mineral products
manufacture of furniture, other
products, repair and installation of | 3012 5290 7017 9003 2,99
machinery and equipment
manufacture _of wood _pr_oducts, 2708 4800 6475 8241 295
paper production and printing
manufacture of electrical equip- 3058 4803 6840 8731 286
ment
beverages the manufacture of 3110 5182 6756 8338 268
food, beverages and tobacco
metallurgical products, manufac-
ture of fabricated metal products, | 4132 6717 8423 11022 2,67
except machinery and equipment
manufacture of machinery and
equipment, not elsewhere classi- | 3282 5080 6923 8522 2,60
fied
manufacture of coke and refined 4370 6511 8106 10966 251
petroleum products
produ_ctlon of chemicals and 3630 5932 7552 8796 242
chemical products
Supply of electricity, gas, steam and | 5 | g1 | gag3 | 10790 2,40
air conditioning
Water supply, sewerage waste ma- | o2 | 4539 | 5199 | 6549 2,36
nagement and remediation activities
Source: according to the State Statistics Service of Ukraine. URL: http://www.ukrstat.gov.ua/
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The hypothesis of the impact of labor costs and remuneration level on indus-
trial development was tested within linear paired regression models (Table 7).
The dependent variable of the models is the GVA generated in industry using
labor as a factor of production. The labor factor is represented by indexes of
employment in industry and average salary.

Models (10; 11) are adequate, formal tests confirm their correctness. The model
estimates indicate that labor costs have an impact on the dynamics of industrial de-
velopment. The results presented indicate the importance of implementing a policy
of support for industrial production and increasing the motivation for high-produc-
tivity work and the gradual transition to European standards in labor remuneration.

Table 7
Results of the evaluation of linear models of paired regression on the influence
of factors on the dynamics of industrial GVA®

Factor, indicator Model 10 Model 11
Industry average annual wage index (per employee, 2000 = | 1,49 (0,00)*
1)
Constant -0,39 (0,27)*
Manufacturing employment index (up to 2000) 2,01 (0,00)*
Constant -0,22 (0,55)*
Time interval estimation 2002- 2018 pp. 2005-2015 pp.
R-squared 0,64 0,67
Durbin-Watson stat 1,92 1,61
Prob(F-statistic) 0,00 0,00

* In brackets Prob. t-Statistic of every factor is given.
Source: author's calculation.

Conclusions

Ukrainian industry, whose weakness is due to its low productivity, excessive finan-
cial vulnerability (in view of high debt dependence and low solvency of industrial
companies), loss of capital, low profitability (insufficient for reproduction), and low-
tech production structure, requires investment to enhance its competitiveness and de-
velopment. That can be handled via the improvement of the investment climate. A
comparison of industrial performance indexes in different investment climate con-
ducted based on data of the reference groups of selected foreign countries and Ukraine
has revealed a number of problematic factors. The factors of investment climate that
slow down this country's industrial development include the lack of companies' own
investment resources, difficult access of industrial business to the resources of finan-
cial markets and the latter's inefficient work, limited capacity of the domestic market
and narrow demand for domestic produce, low GDP and mismatch of STA expendi-
tures to the needs of industrial economy, shortage of skilled labor and massive emi-
gration.

It is possible to improve the conditions of investment in Ukraine's industry, to in-
crease the effectiveness of incentives and to minimize the investors' risks by applying

®Analyzing the statistical characteristics of the regression equations and checking their qua-
lity (regarding the absence of first- and higher-order autocorrelations, etc.) show the ade-
quacy of the models.
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a comprehensive approach in economic policy. The feasibility of this approach is con-
firmed by the results of econometric modeling, which in this study substantiates the
effect of a system of investment climate factors (including such components as mac-
roeconomic stability, market development (commodity, financial and labor markets),
innovation activity and technological transfer) on the development of industry. An-
other proof is the estimates of long changes in industrial development depending on
changes in the parameters of the above mentioned system, which were also obtained
in the present work.

Creating investment preconditions for the industrial development provides:

— formation of investment sources of development: accumulation of gross savings
in volumes sufficient to ensure a necessary amount of fixed capital;

— stabilization of the national financial system and ensuring the confidence to it
in economic entities, conducting an effective savings and investment policy, impro-
implemetation ving the incentives for reviving the savings process, providing gua-
rantees for the return of the savings of economic entities (both households and com-
panies) invested in financial institutions and tools;

— reforming the fiscal system in order to de-offshore the business, reducing the
pressure of the budget deficit on the domestic financial market;

— changing the paradigm of monetary policy, expanding its area of responsibility
towards maintaining the course for long-term economic growth, taking care of the
national producer and domestic investor;

— improving the conditions for investment through the systematic improvement
of the legal field, reducing the risks of investment activities in the domestic market
by strengthening supremacy of law and consolidating the institutions of all levels in
the field of legal protection and judicial authority.

Due to the dependence of the investment climate on many factors, the tools for
its recovery are also complex and multilevel. To ensure industrial development, it is
necessary to use a set of government policy elements that determine the investment
climate. The priority steps to improve the prospects for investment and development
of national production are the following:

— easing monetary policy, fiscal encouragement of investment in production, en-
suring protection of creditors' rights; Implementation of accessible lending programs
for business through the mediation of relevant institutions (commercial banks, the
newly created Entrepreneurship Development Fund);

— expanding and improving the structure of domestic demand for industrial pro-
ducts by launching state programs for technical re-equipment and modernization of
the entire infrastructure network of the country in order to eliminate "bottlenecks",
improve technical and operational capabilities of the infrastructure facilities, inclu-
ding the modernization and upgrade of the rolling stock of Ukrzaliznytsia;

— facilitating the diversification of demand for industrial products and modifica-
tion of the consumption through increased incomes and purchasing power of con-
sumers [60] using income and employment policy instruments;

—reduction of barriers to export activities of industrial producers with the help of
the instruments of international trade agreements, involving foreign economic insti-
tutions (to promote the flow of Ukrainian goods and services to consumers in other
countries), in particular, export credit agency and Ukrainian banks;

— implementing measures to diversify the structure of production and its locali-
zation in the country, aimed at expanding the use of local resources instead of the

ISSN 2663-6557. Economy and Forecasting. 2019, 4. 67-100 93



@ Inna Shovkun

imported ones (raw materials, other intermediate and final consumption products
made in Ukraine, as well as Ukrainian labor, scientific achievements etc.), and di-
versification of the supply of manufactured goods from domestic producers [63],
together with balancing requirements and incentives for investors;

— implementing, within the framework of decentralization policy [26], strategies
of regional and national smart specialization designed to create a favorable environ-
ment for innovation by joint efforts of the government and private sector, as well as
diversifying this country's industrial potential through the revival of entrepreneur-
ship, modernization of the existing production base, and starting new economic sec-
tors.
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IHBECTULUIMHUI KJIIMAT IK YUHHUK
MMPOMHUCJIOBOI'O PO3BUTKY YKPAIHU

Posrnspatoteest tuTaHHS 3a0e3MeueHHs MPOMHUCIOBOTO PO3BUTKY Ha OCHOBI 3a-
Jy4eHHS IHBECTHUI[I} 3aJIeKHO BiJl 3MIHU XapaKTEPUCTHUK 1HBECTHIIIHOTO KIIiMATY.
Ockinbku pobJeMu cTarHanii MpOMHUCIOBOTO BUPOOHUIITBA, HOTO HU3bKOT MPOIyK-
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THUBHOCTI, HAJIMIPHOI (DiHAHCOBOT YPa3NMHUBOCTI (3 OTJISTy Ha BUCOKY OOproBy 3aie-
JKHICTh 1 HU3bKY IIATOCIIPOMOJKHICTH MiAMPUEMCTB Tay3i), BTpaTH KaIliTalliB, He-
JOCTaTHBOTO ISl BIATBOPEHHS PiBHSI PEHTA0EIBHOCTI 3aIHIIAI0THCS aKTyallbHIMU,
TO y IIbOMY JOCIIJKSHHI TPEACTABICHO Ti 3aCO0U 70 1X BHPIIICHHS, SKi MOB'sI3aH1
13 3aTydeHHSIM 1HBECTHUIIIH Ta 03J0POBIECHHIM 1HBECTHUIIIITHOTO KIIiMary.

BucBiTiena cyTHICTh IHBECTHLIIHHOTO KJTIMaTy Ta HOTo BIUIMB HA 3aJIy4YeHHS iH-
BECTHLIH Y IPOMHUCIIOBHIA PO3BUTOK. [[poBeicHO MOPiBHAIBHIN aHalli3 TOKa3HUKIB
JUSTBHOCTI TPOMFECIIOBOCTI 3aJIEKHO BiJl XapaKTEPUCTHK 1HBECTHUINIHOTO KIiMaTy
Ha IpUKIaZi peepeHTHHX TPYI KpaiH CBiTy Ta YKpaiHu, II0 JO3BOJHIO BUSBUTH
npoOJIEeMHI acTieKTH YMOB iHBECTYBaHHS y HalllOHAJIBHY IPOMHUCIIOBICTh. Po3po0-
JIEHO KOMIDIEKC EKOHOMETPUIHUX MOJIETIeH, 3a JIOTIOMOT OO0 SIKUX OOTPYHTOBAHO JIit0
CHUCTEeMH YMHHUKIB iIHBECTHIIIIHHOTO KIIIMaTy (a caMe MaKpOEKOHOMIYHOI CcTabib-
HOCTi, pO3BHHEHOCT] pUHKIB — TOBapHOTO, PIHAHCOBOTO 1 pUHKY Tpalli, IHHOBAaIlii-
HOi aKTHBHOCTI Ta TEXHOJIOTIYHOTO TpaHcdepy) Ha PO3BHTOK MPOMHCIOBOCTI, Ta
OIIIHEHO MOTO 3MiHHM 3aJIeKHO BiJl 3pYIICHb y MapaMeTpax 3a3Ha4eHO! CHUCTEMH y
JTOBTOCTPOKOBOMY TIEPiOJi.

[NokazaHo AOLINBHICT peaizalii KOMIUIEKCHOTO MiAXOAY A0 O3IOPOBICHHS YMOB
IHBECTYBaHHS 3 BUKOPHCTAaHHAM PI3HHUX €JIEMEHTIB IePKaBHOI MOJITHKH, SKI BH3HA-
YarOTh CTaH IHBECTUIIMHOTO KIIIMATy (BKIFOYHO 3 MaKPOEKOHOMIYHOO TTOJIITHKOO,
TPOIIOBO-KPEIUTHOIO, HAYKOBOIO Ta IHHOBALIHHOIO, TIOJIITHKOIO PO3LIMPEHHS PUHKIB
30yTy MPOAYKIIi] Ta pEeryJItOBaHHS PUHKY TIpaIli) 33 )11 3a0€3MeYCHHS IPOMHUCIOBOTO
PO3BUTKY. 30KpeMa, sl MATPUMKA 1HHOBAIIHHOI MTiSUTPHOCTI MPOTIOHYETHCS 3aCTO-
CYBaHHs CTpaTeriii cMapT-cremiaizailii, o nepen0ayarTh MOISPHI3AIIII0 Ta TUBSPCH-
¢ixario iHIYCTpialbHOTO TOTEHI[IaTy PEerioHiB, OCHJICHHS X IMiANPUEMHUIIBKAX
MO>KJIMBOCTEH Ha OCHOBI BIIPOBA/KEHHS TEXHOJIOTIYHUX HOBALIIH.

KarouoBi cjioBa: iHBeCTHIIIHHN KIIIMAaT, IPOMHUCIOBAN PO3BHUTOK, 3ay4eHHS
IHBECTHIII}, MAKPOCKOHOMIYHA CTAOUILHICTh, (PIHAHCOBUM PUHOK, KPEIUTHI pecyp-
CH, BHYTPIIIHIA PUHOK, €KCIIOPT, IMIOPT, IHHOBAIIiiiHA MisIBHICTh, TEXHOIOTIYHUIMA
Tparcdep, pUHOK IIpaili, 3apo0iTHa I1aTa
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WHBECTHUIIMOHHBIN KJIMMAT KAK ®AKTOP
HPOMBIIIJIEHHOI'O PA3BUTHUA YKPAUHDBI

PaccmarpuBatoTcsi Bompockl obecreueHHs MPOMBIIUIEHHOTO Pa3BUTH Ha OC-
HOBE IIPUBJICYCHNS UHBECTUIIMI B 3aBUCUMOCTH OT U3MEHEHMSI XapaKTEPUCTUK HH-
BECTHUIIMOHHOTO KiIrMata. [IockombKy mpobieMbl CTarHaIMK MPOMBIIIIIEHHOTO MTPO-
M3BOJICTBA, €ro HHM3KOH NPOM3BOAMTEIBHOCTH, Ype3MEpHOH (UHAHCOBOM
YSI3BUMOCTH (yYUTBIBAs BHICOKYIO JIOJITOBYIO 3aBHCHMOCTh M HA3KYIO TIATEKECIIO-
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COOHOCTh MPEeNNpPUATHH OTpaciu), NOTEPU KaIllUTAJIOB, HEIOCTATOYHOIO VI BOC-
IPOM3BOCTBA YPOBHS PEHTA0CIbHOCTH, HE TEPAIOT aKTyaJbHOCTH, TO B 3TOM HC-
CJIeIOBaHUM MPECTABIEHBI T€ MTyTH K X PEIICHUI0, KOTOPbIE CBA3aHbI C IIPUBJIEYE-
HUEM MHBECTHUIUI U 03710pOBICHHEM HHBECTHLIMOHHOTO KIMMAaTa.

BrIsiBIEHBI CyITHOCTH HHBECTHLIMOHHOTO KIMMATa U €T0 BIMSHUE Ha IPUBJIEYE-
HUE MHBECTUIMI B MPOMBIIIJIEHHOE pa3BUTHE. [IpoBeieH cpaBHUTENBHBIN aHAIN3
MoKa3aTesiel AeATeIbHOCTH NMPOMBIIIIEHHOCTH B 3aBUCUMOCTH OT XapaKTEpUCTHUK
MHBECTUIIMOHHOT'O KJIMMaTa Ha mpumepe pedepeHTHBIX IPYIIl CTpaH Mupa U YKpa-
MHBI, YTO MO3BOJIMJIO BBISIBUTH MPOOJIEMHBIE ACTIEKThl YCIOBUH MHBECTHPOBAHUS B
HAIIMOHAJBHYIO IPOMBILIIICHHOCTh. Pa3paboTaH KOMITJIEKC SKOHOMETPHUYECKHX MO-
Jeneil, ¢ HOMOLIbI0 KOTOPHIX 000CHOBAHO AEHCTBHE CUCTEMbI ()aKTOPOB WHBECTH-
LUOHHOTO KIMMaTa (2 MMEHHO MaKpOSKOHOMHUYECKON CTaOMIBHOCTH, Pa3BUTOCTH
PBIHKOB — TOBapHOTO, (PMHAHCOBOTO M PHIHKA TPY/Aa, MHHOBAIIMOHHOW aKTHUBHOCTH
U TEXHOJIOTHYECKOTO TpaHcdepa) Ha pa3BUTHE MPOMBIIIJICHHOCTH, U OLIEHEHBI €ro
W3MEHEHUS B 3aBHCUMOCTH OT CIIBUTOB B ITapaMeTpax yKa3aHHON CHCTEMBI B TOJTO-
CPOYHOM NEPHOJE.

[TokazaHa 11e7eco00pa3HOCTh peann3anuid KOMIUIEKCHOTO TOAX0/a K 0310pOB-
JICHUIO YCIOBHI MHBECTUPOBAHUSA C UCIOIB30BAaHUEM PA3IMYHBIX 3JIEMEHTOB TOCY-
JAPCTBEHHOW MOJUTHUKH, ONPEAEISIONNX COCTOSIHUE MHBECTHLMOHHOTO KJIMMAaTa
(BKITIOYast MAKPOIKOHOMUYECKYIO IOJIUTHKY, IEHE)KHO-KPEAUTHYIO, HAYYHYIO U MH-
HOBaIlMOHHYIO, OJUTHUKY PACHIMPEHUS] PHIHKOB COBITA MPOAYKIMU U PETYIUPOBa-
HUSL PbIHKA TPY/1a) A7l 00ecTiedeHus IPOMBIIIJICHHOTO pa3BUTHA. B wacTHOCTH, 115
MOJIEPKKU HHHOBALIMOHHOM JIESITEIbHOCTH TpeylaraeTcs NpUMEHeHHEe CTpaTertii
CMapT-CHeNUaIN3aI|H, IPETyCMaTPUBAIOIIUX MOJISPHU3AIIIO U AUBEPCH(DUKAIIIO
MIPOMBIIIUIEHHOT0 OTEHIMAJIa PETUOHOB, YCUIIEHHE UX MTPEITPUHIMATEIBCKUX BO3-
MOKHOCTEH Ha OCHOBE BHEAPEHUS TEXHOJIOTMYECKUX HOBALHIA.

KuiodeBble c10Ba: MHBECTULIMOHHBIN KIMMAT, MPOMBIIUIEHHOE Pa3BUTHE, TIPH-
BJICYEHNE MHBECTHLIUH, MAKPOIKOHOMHYECKAasl CTAOMIBHOCTD, (PMHAHCOBBIN PHIHOK,
KpPEIUTHBIE PECYpChl, BHYTPEHHUH PBIHOK, 3KCIIOPT, UMIIOPT, HHHOBALMOHHAS JIesl-
TEJNIEHOCTB, TEXHOJIOTHYECKUH TpaHchep, ppIHOK TPyAa, 3apaboTHas TUIaTa
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