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GLOBAL TRANSFORMATIONS IN TRENDS OF THE NEW 

INVESTMENT POLICY: IMPLEMENTATION IN UKRAINE  

 

In Ukraine there is transformation of institutional support for investment processes in 

accordance with international standards, that is why it is important to review and 

summarize the international experience in terms of formation and implementation of 

the state investment policy of Ukraine upon globalization changes. 

 

In order to accelerate the European integration process and implementation of 

international standards in the investment area we will look at modern world trends 

regarding events and trends of the state investment policy and mechanisms of its 

implementation in different countries, taking into account the recommendations of 

international organizations, which include the new generation investment policy. 

 

The new generation investment policy in the international environment began to 

emerge in the post-crisis period and reflected in many of the political courses of the 

past few years, characterized by simultaneous movement, on the one hand, to 

further liberalization of investment modes and encouraging foreign investment, and 

on the other - to regulate investment to achieving the goals of the state investment 

policy [1]. 

 

Conceptual framework of the new generation investment policy was first thoroughly 

discussed and formulated at the UN Conference on Trade and Development 

(UNCTAD) in 2012. Vectors of the global investment policy passed from the stage of 

"investment protectionism" to denial of tax benefits. The main direction of the base 

announced in 2016 is "Investor Nationality: Policy Challenges" [2]. 

 

This trend appeared due to "blurring" of the country of origin of investment, because 

the application of certain rules and regulations regarding foreign ownership became 

more challenging. Today, some countries give their citizenship to foreign investors, 
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creating an unnatural flow of investments just in those countries, where citizenship is 

quite popular. Some countries developed a number of mechanisms, rules and 

regulation of ownership, including anti-fake laws, common rules to combat abuses 

associated with foreign investment and preventing foreign control over strategic 

sectors. Therefore, the factor of the national security becomes more important in 

formation of public investment policy. Each country has its own national security 

concept, so the choice of incentives for investment can be considered from the point 

of view of key economic interests. The states' ability to use rules for protection of the 

national security must balance the requirements of transparency and predictability of 

procedures for investors [2]. 

 

It should be noted that a characteristic feature of 2016 is the policy of changes in 

corporate governance and promoting public investments that are designed to 

encourage inflow of investment in industrial sectors. Improving tax rules can promote 

reinvestment of profits and reduce incentives for borrowing. However, we must 

consider the existing negative experience in Ukraine on abuses related to taxation of 

venture companies. Given the current trend to liberalize investment modes it is 

needed to pay attention to the abolition of double taxation. 

 

We should note on constant trend in the international investment policy, the 

intensification of innovation in the field significantly increases concentration of foreign 

direct investment, both in sectorial and geographical context. With various sectors of 

a varied technological fields (semiconductors, biotechnology, TV and radio, food and 

drinks) the highest degree of concentration of FDI is seen in biotechnology, then in 

the semiconductor industry and production of television and radio. Investments in 

production of food and beverages are distributed more evenly. 

 

Let us analyse sectorial orientation of FDI and their regional context in detail. As 

indicated in the Report of the World Investment [2] in 2015 there was high dynamics, 

after the global financial crisis of 2008-2009, of recovery of FDI. The main factor of 

the global recovery was a jump of international mergers and acquisitions (M&As).  

 

FDI inflow in advanced economies rose almost 2 times (84%) to 962 billion US 

dollars compared to 522 billion US dollars in 2014 (Fig. 1). The high inflow growth 

was recorded in Europe. In the USA there was nearly fourfold increase of FDI (379.9 

billion US Dollars in 2015, 106.6 billion US dollars in 2014). Therefore, the share of 

developed countries in the world's FDI inflow increased from 41% in 2014 to 55% in 

2015, making the trend of the last 5 years when regions of developing countries and 

countries with economies in transition were the main recipients of global FDI. 



 
Fig. 1. FDI inflows (by economy), millions of USD 

Compiled according to: United Nations Conference on Trade and Development 

(UNCTAD) (2016), World Investment Report 2016. Investor Nationality: Policy 

Challenges. Retrieved from http://unctad.org/en/PublicationsLibrary/wir2016_en.pdf 

 

Much of this shift towards developed countries was due to international mergers and 

acquisitions, cost volume of which increased by 67% to 721 billion US dollars - the 

highest level since 2007. The largest volume of transactions was recorded in the 

USA, where their net realizable amount increased from 17 billion US dollars in 2014 

to 299 billion US dollars. The volume of such transactions also significantly increased 

in Europe (36%). This trend is associated with the shift of the tax domicile of 

multinational enterprises in the jurisdiction, where the lower rate of corporate tax are 

and taxes not are levied for worldwide income.  

 

In 2015 the share of manufacturing exceeded 50% of international mergers and 

acquisitions (Fig. 2). In contrast, FDI in the primary sector suffered a negative impact 

of sluggish commodity prices, which led not only to a reduction in planned 

investment, but also to a sharp drop in reinvested profits. In 2014 the services sector 

accounted for 64% of all FDI in the world, in 2015 the proportion dropped to 42%. 
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Fig. 2. Value of cross-border M&As (by sector), millions of USD 

Compiled according to: United Nations Conference on Trade and Development 

(UNCTAD) (2016), World Investment Report 2016. Investor Nationality: Policy 

Challenges. Retrieved from http://unctad.org/en/PublicationsLibrary/wir2016_en.pdf 

 

 

In Ukraine there is still a decline in FDI in 2015. Having a detailed picture of FDI 

distribution by regions, countries and sectors in the global market, we will try to 

compare the state of FDI in Ukraine. If in the global market the main investors are 

EU, the USA and China, in Ukraine there is a steady pattern of significant amounts of 

FDI from Cyprus, Virgin Islands, etc. (Fig. 3). 

 

 
Fig. 3. FDI from countries of the world to Ukraine's economy, % 
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Compiled according to: State Statistics Service of Ukraine (2016), Investment of 

External Economic Activity of Ukraine. Statistical publication. Retrieved from: 

http://www.ukrstat.gov.ua/ 

 

Therefore, the global vector in the investment policy in 2016 related to establishing 

the citizenship of the investor and the origin of investment has been important for 

Ukraine for a long time. The origin FDI from offshore countries has always aroused 

doubts about their owners, so the preference for foreign investments in Ukraine have 

been cancelled. 

 

If we analyse distribution by sectors of economy, the main focus of FDI is industry, 

such as metallurgy, food processing and chemical products, financial and insurance 

activities, and wholesale and retail trade (Fig. 4). 

 

 
Fig. 4. FDI to Ukraine's economy (by type of economic activity), % 

Compiled according to: State Statistics Service of Ukraine (2016), Investment of 

External Economic Activity of Ukraine. Statistical publication. Retrieved from: 

http://www.ukrstat.gov.ua/ 

 

It can be argued that the major industrial sectors, except food, received FDI of the 

Ukrainian origin in order to receive certain preferences during derivation of capital 

from the country, etc. 

 

Having learned the worldwide trends of changes in priorities in areas of the state 

investment policies and dynamics, and direction of FDI in the world market and in 

Ukraine, we note that Ukraine has launched a series of institutional changes, one of 
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which is tax reform, which aims to introduce an effective mechanism to stimulate new 

investments in the country by introducing a mechanism of "investment tax credit" in 

2016. Tax breaks are proposed to be changed into transparent direct budget support 

in the process of the European integration. 

 

In order to avoid corrupt schemes and increasing the attractiveness of the investment 

climate the following measures are recommended to be taken: reducing the number 

of tax audits; introduction of a single-level administrative appeal procedures; 

development of electronic services; introduction of electronic administration of excise 

tax for excise goods; introduction of automated turnover from the importer/producer 

to the final consumer; stability of tax legislation, by introducing a 3-year changes 

moratorium. 

 

We should note that global trends in development of vectors of the world's 

investment flows should be considered by governments that seek significant 

investments that will ensure social and economic development. 

 

Summarizing the above, we note that the modern state investment policy should 

solve the following problems: 1) establishing special investment modes to direct 

investment flows in priority sectors; 2) control upon indicators of the national security 

at the entrance and implementation of FDI; 3) transparency of investment rules; 4) 

establishing certain rules for the promotion of corporate and social responsibility of 

international investors; 5) providing clear and timely information on priority directions 

of the state to focus on investment and transparent state aid; 6) creating a separate 

site to inform investors of any changes in institutional support for investment 

processes in Ukraine and necessary statistical information that meets international 

standards. 
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