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THE GROWTH OF UKRAINE’S ATTRACTIVENESS
FOR MULTINATIONAL COMPANIES IN EUROPE AND THE US

The modern MNCs were formed mainly in Europe, particularly in Belgium
(Cockeril), Germany (Bayer), Switzerland (Nestle), France (Michelin) and UK
(Lever) in the 19th century and applied FDI strategies in order to overcome the
difficulties in exports resulted from tariffs. The aim of MNC is to get capital where it
Is cheapest and produce where they get the highest rate of return.

The largest number of MNCs are based in the U.S. Many of them are among
the Fortune Global 500. MNCs rely upon infrastructure, both soft and hard, to
establish and sustain healthy business environments in any given location. Hard
infrastructure is the reason most MNCs are based in the U.S. and Western Europe.
This consists of roads, bridges, ports, buildings and any structures falling under the
heading of public works. Because hard infrastructure impacts transportation, its
absence negatively affects the supply chain potential and the ability of MNCs to
physically move materials and goods from place to place. Hard infrastructure is
closely related with soft infrastructure and both are impacted by politics and
economics. MNCs view their existence as trade facilitating indicators, necessary for
investing and doing business in that country. The U.S. and Western Europe possess
highly developed soft infrastructures and financial markets that enable companies
located there to raise large amounts of money at a low cost. The presence of
advanced technology and sophisticated management techniques is also an enormous
advantage to these companies.

Most of the multinationals which are presented in the Ukrainian market are
specialized in the food industry and trade. These branches provide rapid circulation of
capital and low commercial risks. Large industrial concerns, such as, Westinghouse,
Exxon Mobil, are absent in Ukraine,with the exception of Mittal Steel. The influence
of MNCs on Ukrainian enterprises must also be assessed from the positive and
negative side. A positive feature of their activity is the revival of competition and the
quality of domestic products improvement. MNCs play an important role in
promoting international standards in production of goods and services and the
training qualified staff. All of this leads to the productivity growth. Their work makes
domestic firms invest in developing new technologies to reduce costs and to compete
for the consumer. The negative feature is the reducing of output or closing of
domestic enterprises which can not compete with powerful multinationals in volume
of capital.

Around a quarter of the world’s black earth soil, considered to be the most
fertile agricultural land in the world, is in Ukraine. It is also developing an IT
outsourcing sector that could rival India in the near future. Indeed aggregate sales in
this sector have grown by a multiple of 20 since 2013.
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Now that reforms are underway, the investment landscape will improve.
Ukraine’s coalition government has embarked upon the reform agenda. Buoyed by
the recent comprehensive free trade agreement signed with the European Union, the
government has introduced legislation aimed at tackling the core issues foreign
investors frequently refer to, namely the threat posed by corruption, red tape and
bureaucracy. GDP returned to growth. Meanwhile Foreign Direct Investment (FDI)
is on the rise. Some $1.36 billion was invested in 2016, more than in any previous
quarter following the revolution in 2014. The survey data is also cause for optimism —
87% of respondents expect FDI will increase in Ukraine in the next five years.

Agribusiness is a core pillar of Ukraine’s economy so it is no surprise that
investors find this industry attractive. Historically known as the “breadbasket of
Europe”, around 25% of the world’s highly fertile black-earth soil is in Ukraine. The
country is also the world’s largest exporter of sunflower oil and the second largest
exporter of grain behind the US. The ports & shipping sector is attractive for two
reasons. Firstly it is crucial to export the country’s agricultural produce. Second,
Ukraine’s 13 sea ports, excluding the five ports annexed in Crimea, are in dire need
of modernisation. According to the State Property Fund, 70%-90% of the port
infrastructure is outdated. Foreign investment is needed to upgrade the ports so they
can accommodate larger vessels and therefore boost exports. A large number of
investors are targeting Ukraine’s IT sector — 32% mentioned that IT is one of their
top three targeted sectors and 21% said it was their core focus. This is unsurprising
given IT is one of the country’s fasting growing industries. According to Ukraine’s
Ministry of Economic Development and Trade, IT outsourcing sales have increased
by a multiple of 20 since 2003. IT services also represent 40% of all exports
to the US.

Ukraine is a challenging market, but it can be very rewarding. It is emerging as
a hidden gem for international investors targeting high returns in a strategically
important location next to the major European markets. While the risk posed by
corruption, complex legislation and the conflict in the east of the country should not
be underestimated, these challenges can be overcome with careful planning and
advice from local experts.
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BITAJIIA KPUBOYC

CBITOBA EKOHOMIKA HA HIJIAXY MTOJOJIAHHA
COHIOKYJIbTYPHUX BUKJIUKIB: JOMIHAHTH YCHIXY

CiToBa €KOHOMIYHAa cucTeMa Ha modarky XXI cTomiTTa AeMOHCTpye
PO3MAITTSl Taly3eBOi Ta BIATBOPIOBAIBHOI CTPYKTYpPH, ACHMETPII0 E€KOHOMIYHOTO
3pOCTaHHS, SKa MPOSBIISIETbCS B AUCOAAHCI PO3BUTKY SIK OKPEMHUX KpaiH, Tak 1 cdep
€KOHOMIKH, 110, B KIHLIEBOMY pe€3yJbTaTl, MPOBOKYE 3aroCTPEHHS EKOHOMIYHHMX
1HTEpeCiB Ha MIOO0AJTBHOMY 1 PETiOHATILHOMY PIBHSX, a TaKOX HE3aJIOBOJICHHS B
KOHTEKCT1 (DOKYCYyBaHHSI JIOCATHEHHS MEPCIEKTHUB PIBHUX MOXKJIMBOCTEH B MOJEII
«aepxaBu 100poOyTy». B ekoHOMIIl TEHEpYIOThCS HOBI MPIOPUTETH PO3BUTKY
(iHTenekTyamizaiis 31 3IaTHICTIO [0 TOCTIMHUX 1HHOBAIliM, coIlamizamis 3
MOXJIMBOCTSIMM ~ caMmopeaiizallli, eKojorizaiis BUPOOHUIITBA Ta CEpPEIOBUIIA
KUTTETISTBHOCTI), pealli3yBaTh $AKI Ha ChOTOAHI 3/IaTHI JIMINE KpaiHU-TI00aIbHI
Jifiepyu B pe3yJbTaTi 0araToiTHbOI €KCIAHCIi Ha CBITOBOMY PUHKY 3 KaIliTali3ali€lo
HOro mporpecuBHUX 1 HAMMPUOYTKOBIMIKX cerMeHTiB [1].

HuHi cBIT po3BUBAETHCS 3a TPAEKTOPIEID MECUMICTUYHOTO CIIEHApito Ty00a-
JHHOTO PpO3BUTKY, SKHA HaOyBa€ HETaTUBHOTO IHTETPOBAHOTO e€(eKTy, 1o
MOIIUPIOETHCS HE JuIIe B nepudepiiHux, a i B MOCTIHAYCTpiaibHUX KpaiHax. Ha
’Kallb, 11€ MIATBEPKYIOTh YACIEHHI MI)KHAPOJIHI YPSIIOB1 1 HEYPSAOB1 OopraHizamii y
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