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Abstract

The article presents assessment of the level of investment security of
Ukraine during 2006-2018. Most influential factors of the country’s investment
security have been identified. They include structure of foreign direct investment
(FDI), particularly its high research intensity. It has been identified that the inte-
gral indicator of investment security is highly sensitive to the change in the in-
vestment share of high-tech industries in total FDI volumes.

The regression analysis has confirmed significant influence of structural
changes in foreign direct investment on the state of macroeconomic security of
Ukraine during 2006-2018. The inverse relationship between unemployment rate
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and such indicators of FDI structure as investment share in high-tech industries
and in metallurgical production has been identified. No correlation was found be-
tween unemployment rate and changes in the investment share in wholesale and
retail trade, food, beverage and tobacco, information and telecommunications ac-
tivities, financial activities and insurance in total FDI.

It is established that there is a close direct relation between GDP per cap-
ita and the change in the structure of FDI in the investment share in food, bever-
age and tobacco, information and telecommunications, financial and insurance. A
strong direct relation between GDP growth rate and the change in total FDI share
of investment in metallurgical industry and investment in high-tech industries was
confirmed. A weak direct correlation is found between the Consumer Price Index
and the shares in the FDI structure of investments in wholesale and retail trade
and in high-tech industries. The inverse relationship is found between the Con-
sumer Price Index and the share of investment in information and telecommuni-
cations activities in total FDI.

Key words:

Foreign Direct Investment, Investment Security, Integrated Indicator, For-
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Problem statement

Overcoming the consequences of financial and economic crisis in Ukraine
is complicated by the shortage of investment resources, which causes aggrava-
tion of threats to the economic security of the state due to the depreciation of
fixed assets, limitation of innovative development opportunities, and continuation
of raw material-oriented structure of industry. In the conditions of insufficient na-
tional capital investment, foreign direct investment becomes an important factor
in the investment-innovation model of the economy, providing additional financial
resources not only for the restructuring of the economy, for reconstruction and
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technical modernization of industrial enterprises, but also the development of
services as the basis for building a post-industrial society.

Accordingly, the role of foreign direct investment in the formation of the in-
vestment component of the state economic security, which situation is determined
by the degree of meeting the needs of the economic complex in capital invest-
ments is very essential. The situation is also determined by the degree of effective
structure in the context of an innovative economy. The optimal level of investment
security is the material basis for the realization of the state national interests, in
particular economic growth and improving the quality of life of the population. In
this regard, the need to solve the problems in the investment sphere makes the
study of quantitative and qualitative indicators of foreign direct investment and its
impact on the economic security of Ukraine of great importance.

Literature review

The publications of the Ukrainian scientists present the analysis of the
trends of foreign investments in the Ukrainian economy and their structural dis-
parities in the national economy distribution (Pereverzeva 2016; Timoshenko &
Liskovetska 2017). The works also include studies of the institutional factors of
investment security and offer organizational and economic, information and legal
mechanisms for improving the Institute of Property Law as the basis for the for-
mation of stable conditions for investing foreign equity in Ukraine (Mokiy, Hurniak
& Datsko 2014). The problems of compliance of the indicators of investment se-
curity indicators to their optimal values; measures to create favourable invest-
ment climate and improvement of FDI in Ukraine taking into account interests of
the national economic security in terms of European integration are considered in
the works of D. Nikitenko (2017), K. Palyvoda (2018), S. Tkalenko (2019),
O. Sharov (2015).

Despite the detailed scientific study of the trends and problems of foreign
direct investment in the context of economic security, insufficient attention has
been paid to the study of the structure of FDI and its impact on the state of in-
vestment security of Ukraine.

Research objective

The objective of the article is to determine the impact of structural changes
in foreign direct investment on Ukraine’s economic security. According to the ob-
jective, the following research objectives should be defined: (1) assessment and
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analysis of the dynamics of the level of investment security of Ukraine taking into
account qualitative changes in the structure of FDI; (2) analysis of trends in the
structure of foreign direct investment in the Ukrainian economy; (3) identification
of the impact of structural changes in FDI on the level of investment security and
key macroeconomic security indicators of Ukraine.

Research results

Assessment of the situation in the sphere of state investment security be-
gins with the formation of the system of indicators and obtaining estimates of
their status on the basis of comparison of actual values of indicators calculated
according to the official statistics with their threshold values. Taking into consid-
eration the specifics of our study, the main task at this stage is to develop data-
base of baseline indicators that would ensure correct calculation of the actual
and threshold values of indicators that characterize the investment component of
economic security, taking into account qualitative changes in the investment
process, particularly in the structure of foreign direct investment.

The methodology of calculating the level of the state economic security in-
cludes a list of indicators of the situation in the state investment security. These
are the degree of depreciation of fixed assets (%); the ratio of the value of newly
introduced fixed assets to the volume of capital investment (%), the ratio of the
investment volume to the value of fixed assets (%); the ratio of investment in
fixed capital to GDP (%); the ratio of net FDI growth to GDP (%); the share of
foreign direct investment in total investment (%) (Guidelines, 2007, 2013).

Well-known methodological approaches to the assessment of investment
security do not take into account research intensity of investments and their sec-
toral structure, which is important to ensure the parameters of the investment
process meet the criteria of economic security. Therefore, it is necessary to sup-
plement the system of indicators with indicators that characterize the structure of
investment by industries: the share of capital investment in high-tech industries in
the total amount of capital investment (%); the share of investment in high-tech
industries in total FDI (%).

At the same time, s special attention should be paid to determining the es-
sence of the indicator « share of investments in high-tech industries in total FDI»
from the viewpoint of security theory, taking into account the ambiguous impact
of foreign direct investment on economic development. As a result, there is
emergence of negative effects due to divergence in priorities of investment
strategies of foreign investors with the national interests of the invested country.
This causes a number of threats to the economic security of the state, particu-
larly, the influence of foreign investors on the formation of investment markets in
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transformational economies and on the formation of development trends of in-
vested industries in accordance with their own interests.

The risks associated with foreign direct investment also include: securing
inefficient structure of national production with a predominance of old industrial
sectors of economy; irrational use of the national raw material resource base and
production capacities of increasing dependence on foreign capital; supply or sale
of substandard, imperfect and outdated materials, components and processing
equipment; withdrawal of profits abroad by investor.

Taking into consideration negative effects of foreign investment on the
«host» country, it is important to mobile national resources for financing devel-
opment of fixed assets, especially in industry. An increase in the share of FDI in
the total volume of investment threatens to increase the country’s dependence
on foreign investors and exacerbate financial and economic crisis in case of «
outflow» of foreign investment. Accordingly, in post-transformational economies,
the level of foreign investment should not exceed certain thresholds.

For example, the ratio of net FDI growth to GDP should be in the range of
5-10%, and the share of FDI in total investment should be in the range of 20-
30%. Thus, in terms of ensuring economic security and achieving national inter-
ests, there is an optimal range of values that characterize the amount of foreign
capital in the country’s economy. In addition, it is necessary to ensure optimal ra-
tio of the attracted funds of foreign and domestic investors in the structure of in-
vestments in fixed capital.

It is advisable to set the threshold value of the investment share in high-
tech industries in the total FDI in the calculation of the integral index of invest-
ment security with the experience of the world at 5-10%. At the same time, we
will consider it as a two-threshold indicator, which is a stimulator only when its
value is in the range from 5% to 10%. If the value is less than 5% or larger than
10%, it is considered as a stimulant because foreign direct investment in transi-
tion economies does not go along with the transfer of up-to-date technology to
local producers.

Foreign investors locate in the host country manufacturing of the products,
which are at the last stage of their life cycle and are produced on relatively out-
dated equipment. In addition, if foreign investors initiate and finance implementa-
tion of high-tech projects in the fields of fourth or fifth technological trend, it is
preferable to obtain security documents for industrial property in Ukraine, con-
solidating their monopoly position in the production of certain goods. Therefore,
in order to strengthen investment security, it is important to balance the desire to
increase the volume of attracted investment and the need to channel them into
high-tech industries in order to stimulate the demand for innovative products of
the national producers.
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Thus, to assess investment security of the state, it is advisable to use
Methodology for calculating the level of economic security of Ukraine as a basic
one. In order to obtain correct assessment results, it is necessary to improve the
methodology in terms of the formation of the system of investment security indi-
cators and the procedure for their rate setting. Taking into account current world
tendencies of socio-economic development and the need to activate scientific
and technological factors of economic growth in Ukraine, the list of indicators is
supplemented with indicators that allow taking into account research intensity of
investments.

The integral indicator of the state investment security is determined by the
formula (Guidelines, 2007):

Ilmf.(wm = ;aix < (1 )

where a; is weighting factors that determine the degree of contribution of i indica-
tor to the integral indicator of investment security; z is normalized values of input
indicators x;.

Weighting coefficients (a) are determined according to the Methodology
for calculating the level of economic security of Ukraine by the method of princi-
pal components, which includes calculation of the correlation matrix; separation
of main components and calculation of factor loadings; identification of principal
components. To normalize actual values of the indicators of state investment se-
curity, the minimum (for the stimulus indicator) or the maximum value (for the
stimulus indicator) of the corresponding indicator for the studied period was used
as the normative value.

As a result of our calculations, investment security in Ukraine got worse in the
long term, as it is shown in the decrease in the integral indicator from 0.865 in 2006
to 0.634 in 2018 (Table 1). Analysing the degree of compliance of the indicators with
the criteria of economic security in the short term (normalized values), we can as-
sume that a significant decrease in the level of investment security of Ukraine in
2016-2018 took place as a result of deterioration in such indicators as the ratio of the
value of newly-introduced fixed assets to the volume of capital investment; the ratio
of net growth of FDI to GDP, and the share of FDI in total investment.

It should be noted that the approximation to the lower limit of the optimal in-
terval (5%,) of the indicator « the ratio of net FDI growth to GDP» , which amounted
4,52% and 4,62% in 2015-2016, respectively, cannot be explained by the increase
in FDI. In contrast, FDI declined from 38.3 billion US Dollars in 2014 to 31.2 billion
US Dollars in 2016, while reducing GDP significantly, from 122.1 billion US Dollars
to 95.4 billion US Dollars respectively. Therefore, the conclusion about principal
factors of investment security, which are based only on the analysis of the dynam-
ics of indicators and changes in their degree of compliance with the criterion re-
strictions on economic security, are not sufficiently substantiated.
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Table 1

Normalized values of indicators and integral indicator
of investment security of Ukraine in 2006-2018
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2006 1 0,696 | 0,889 1 0,455 | 0,882 | 0,656 1 0,865
2007 0,979 | 0,721 1 0,458 | 0,512 1 0,612 1 0,852
2008 0,841 | 0,693 | 0,926 | 0,694 | 0,513 | 0,940 | 0,718 | 0,800 | 0,797
2009 0,858 | 0,727 | 0,686 | 0,736 | 0,501 | 0,632 1 0,667 | 0,737
2010 0,687 | 0,855 | 0,543 | 0,580 | 0,745 | 0,652 | 0,812 | 0,481 | 0,651
2011 0,678 | 0,772 | 0,625 | 0,515 | 0,575 | 0,751 | 0,718 | 0,502 | 0,643
2012 0,671 | 0,881 | 0,656 | 0,418 | 0,445 | 0,789 | 0,687 | 0,435 | 0,631
2013 0,667 | 0,836 | 0,575 | 0,414 | 0,502 | 0,692 | 0,718 | 0,513 | 0,622
2014 0,616 | 0,725 | 0,466 | 0,279 | 0,449 | 0,556 | 0,812 | 0,516 | 0,563
2015 0,857 1 0,463 | 0,634 1 0,550 | 0,937 | 0,572 | 0,724
2016 0,886 | 0,709 | 0,507 | 0,641 | 0,881 | 0,605 | 0,968 | 0,576 | 0,708
2017 0,934 | 0,668 | 0,507 | 0,304 | 0,418 | 0,612 | 0,906 | 0,574 | 0,651
2018 0,849 | 0,667 | 0,548 | 0,269 | 0,384 | 0,669 | 0,812 | 0,575 | 0,634
Weigh-
ting coef- | 0,191 | 0,109 | 0,145 | 0,078 | 0,064 | 0,128 | 0,102 | 0,182 -
ficients
Sensi-
tivity co- | 0,258 | 0,115 | 0,125 | 0,033 | 0,039 | 0,144 | 0,130 | 0,165 -
efficients
Source: Calculated by the authors using the data of the State Statistics Service of

Ukraine.
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In order to determine most influential factors of investment security, we
shall apply functional dependence of integral indicator of investment security of
Ukraine on the set of indicators obtained in the process of data processing using
principal components model in the «Statistics» software. The coefficient of sensi-
tivity (elasticity) is calculated according to the approach of Russian scientists
(Kibitkin & Skoterenko 2010) by the formula:

_AlLs % B
’ Axi IIE ,

where Al is the difference between the actual value of integral indicator of in-
vestment security and the value of this indicator after changing actual value of
the indicator by 1%; Ax; is the value of change in the actual value of indicator; x;
is actual value of the indicator calculated on the basis of statistics; /;5 is the initial
value of the integral indicator of investment security.

As can be seen from Table 1, in 2018, the highest sensitivity of integral in-
dicator was observed before the change in the indicator « Degree of depreciation
of fixed assets» , since its decrease by 1% causes a decrease in the integral in-
dicator by 0.258%, all other things being equal. Since this indicator has increased
from 55.1% in 2017 to 60.6% in 2018, we can conclude that the impact of threats
due to the excessive depreciation of fixed assets and aging of material base of
enterprises has increased. From this point of view, the role of FDI in the devel-
opment of high-tech industries is important, which significantly affects the level of
investment security of Ukraine. This is confirmed by high sensitivity of the level of
investment security to the change in the share of investment in high-tech indus-
tries in total FDI, that is an increase of the indicator by 1% contributes to the in-
crease of the integral indicator by 0.165%, all other things being equal.

In addition to these indicators, the investment security of Ukraine in 2018
was significantly influenced by changes in such indicators as: share of domestic
fixed capital investment in GDP (Ku = 0,144), the ratio of investment in fixed capi-
tal to GDP (K4 = 0,125), the share investments in high-tech industries in total
fixed capital formation (Ku =0,130), the ratio of the value of newly introduced
fixed assets to the amount of capital investment (Ku = 0,115). At the same time,
our assumption about the significant impact on the integral index of investment
security of the change in the ratio of net FDI to GDP and the share of FDI in total
investment was not confirmed, since the sensitivity coefficients are very low —
0.033 and 0.039, respectively.

Significant impact on the integral index of investment security of Ukraine
and the change in the share of investments in high-tech industries in the total
volume of FDI confirms the important role of changing the investment structure in
shaping economic security of the state. For a more detailed study of the effects
of structural changes in foreign direct investment, let us analyse the structure of
FDI entering Ukraine by industries and economic activities. One third of all for-



Journal of European Economy 307
Vol. 19. Ne 2 (73). April-June 2020
ISSN 2519-4070

eign direct investment is directed to the Ukrainian industry, although over the pe-
riod studied, its share decreased from 41.2% to 33.0%. Also during 2010-2018,
there was a decrease in the share of investment in financial and insurance activi-
ties — from 25.3% to 11.15%. A positive trend in terms of building a post-
industrial society is an increase in the share of investment in infrastructure devel-
opment, particularly in wholesale and retail trade (from 10.3% to 16.7%), informa-
tion and telecommunications (from 3.8% to 6,8%).

During the period under review, there have been significant changes in the
structure of FDI in industry. While metallurgy was a priority area of foreign in-
vestment during 2010-2012, after 2013 the share of this sector in total FDI vol-
umes declined gradually (Fig. 1). At the same time, the share of investments in
the food industry doubled during the period under review. Investments in high-
tech industries (engineering, except repair and installation of machinery and
equipment, and pharmaceutical production) do not exceed 3% in total FDI, al-
though there is a positive upward trend (from 2.16% in 2010 to 2.59% in 2018).

Figure 1

Foreign direct investment in the economy of Ukraine by selected industries
(share of total FDI, %)
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Source: Calculated by the authors using the date of the State Statistics Service of Ukraine.
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Determining the impact of structural changes that have occurred in foreign
direct investment on the economic security of Ukraine will be carried out by
means of regression analysis of data from 2006 to 2018. In order to create a
model, annual values of basic indicators of macroeconomic security of the state
will successively be used as dependant variables. They are obtained from the
database of the State Statistics Service of Ukraine: unemployment rate, GDP per
capita, GDP growth rate, consumer price index.

Independent variables are the indicators that characterize the structure of
foreign direct investment and are identified by the share of the respective sector
of economic activity or industry in total FDI, calculated on the basis of the official
statistics on the volume of foreign direct investment in Ukraine by types of eco-
nomic activity (Table 2). Actual values of the indicators of macroeconomic secu-
rity and structural changes in FDI over the period of 13 years have been taken
the logarithm and regression using the software package «Statistica 7.0».

Table 2

Characteristics of variables of the research

State macroeconomic Indicators of structural changes in FDI
security indicators
D(iir;%ta- Name Denotation Name
Share of investment in whole-
, sale and retail trade, repair of
invest trade .
Unemploy- motor vehicles and motorcycles
Unempl o in total FDI, %
ment rate, % - -
Share of investment in the pro-
invest_food_bev | duction of food, beverages and
tobacco in total FDI, %
Share of investment in informa-
GDP per cap- | invest_telecom | tion and telecommunications ac-
GDP p c | ita, thousand tivities in total FDI, %
UAH . . Share of investment in high-tech
invest_high_tech industries in total FDI, %
Share of investment in metallur-
GDP growth , gical production and production
GDP_g_r rate, % invest_ metall of finished metal products in to-
tal FDI, %
C Consumer Share of investment in financial
on- . , . ; L
Price Index, invest fin_insur | and insurance activities in total
sum_PI
% FDI, %
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The results of the regression analysis of the data (Table 3) show that there
is a sufficient correlation between macroeconomic security indicators of Ukraine
and the independent variables which characterize the structure of foreign direct
investment in the national economy (the value R is in the range from 0.6 to 0.9).
The coefficient of determination indicates that the unemployment rate is more
than 60% dependent on changes in the investment structure. In particular, the in-
crease in FDI in high-tech industries and metallurgical production contributes to
lower unemployment. The inverse relationship between these indicators can be
traced over the long term.

Thus, the share of investment in the production of metallurgical products in
total FDI decreased from 6.6% in 2006 to 5.2% in 2018, the share of investment
in high-tech industries decreased from 4.5% to 2.6%, respectively, and unem-
ployment rate increased from 7.4% to 9.1%. However, there is no link between
unemployment rate and changes in the share of investment in wholesale and re-
tail trade, food, beverage and tobacco, information and telecommunications, fi-
nancial and insurance.

The regression results show a close relationship (R = 0.96) between GDP
per capita and the independent variables characterizing the change in the share
of investment in food, beverage and tobacco, information and telecommunica-
tions, financial and insurance in the structure of foreign direct investment. At the
same time, GDP growth per capita in 2006-2018 (from 10.51 thousand UAH to
72.99 thousand UAH) by 92% is caused by the change in these indicators (R® =
0.92). In particular, in the period under review, the share of investment in food in-
dustry in total FDI volumes increased from 4.3% to 8.6%, and the share of in-
vestment in information and telecommunications activities increased from 4.25%
to 6.64%. The share of investment in financial activities and insurance in the
structure of FDI has not decreased significantly (from 11,42% to 11,15%).

The slowdown in GDP growth from 107.6% in 2006 to 103.4% in 2018 can
largely be explained by a decrease in the total FDI share of investment in the
metallurgical industry and investment in high-tech industries, since there is a
strong link between these variables (R = 0.84, R® = 0.71). Considering positive
impact of an increase in the share of investment in information and telecommuni-
cations activities, we can conclude that investing in this area has restrained the
decline in GDP over the long term.

The direct dependence of economic growth in Ukraine on structural factors
of foreign investment, revealed by our study, was particularly clearly observed in
the crisis period of 2014-2015, when GDP growth declined to 93.4% and 90.2%
and a decrease in the share of investment in the production of metallurgical
products from 10% in 2013 to 5.68% in 2015, in financial and insurance activi-
ties — from 22.8% to 16.7% respectively, and the share of investments in high-
tech industries remained virtually unchanged (at the level of 2.3%).
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Impact of structural changes in FDI on indicators
of macroeconomic security of Ukraine in 2006-2018

Factorial features Dependent variable
Unempl GDP p ¢ GDP g r
Number of observations 13 13 13
Constant value 1,2587 -4,0687 1,688~
(0,088) (0,645) (0,067)
. 2,238*** i
invest food bev - (0,419)
. , —-0,761*** i 0,208***
invest_high_tech (0,257) (0,058)
. -0,166*** i 0,131***
invest_metall (0,063) (0,031)
) 1,976*** 0,173***
invest telecom - (0,417) (0,057)
. _ 2,003***
invest fin_insur - (0,294) -
R 0,81 0,96 0,84
R® 0,65 0,92 0,71

* is a statistical error rate of 10%;

** is a statistical error rate of 5%;

*** is a statistical error rate of 1%.

Source: Calculated by the authors using the data of the State Statistics Service of Ukraine.

The results of the regression analysis revealed a relatively weaker
(R =0.77, R? = 0.60) direct relationship between Consumer Price Index and the
share of wholesale and retail investment in total FDI (Equation 1):

Consum_ Pl = 1,521 + 0,656 invest_trade —
— 0,414 invest_telecom + 0,188 invest_high_tech. (1)

In addition, during the period under review, there was a direct effect of the
share of investments in high-tech industries in total FDI volumes on consumer
price index, and the change in the share of investment in information and tele-
communications activities has an inverse relationship with the dependent vari-
able. The statistical error of this model does not exceed 5%. However, the rela-
tionship between the dependent and independent variables is not strong enough
(F-criterion = 4.54 and slightly exceeds the value in Table). Consequently, a 60%
increase in consumer prices is driven by the increase in the share of investments
in wholesale and retail trade and in the share of high-tech industries in total FDI.
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Investing in the development of the trading network, modernization and creation
of additional retail space in the conditions of unsaturated market results lead to
higher prices for goods.

Increasing investment in high-tech industries in the conditions of declining
physical production volumes in these industries is also driving up prices for these
products. In particular, despite the fact that in Ukraine there is an increase in in-
dices of industrial production in the manufacture of computers, electronic and op-
tical products (from 86% in 2013 to 122.8% in 2018 (Industrial production indices
by type of activity) ), there is a real downward trend in production in this area.

Thus, for the indicated period, the production of aeronautical or space
navigation instruments and appliances (excluding compasses) decreased from
362 units. up to 75 units, electro-diagnostic apparatus (excluding electro-
cardiographs), n.e.c. — from 3003 units to 2629 units, network communications
equipment (e.g. hubs, routers, gateways) for LANs and WANs and sound, video,
network and similar cards for automatic data processing machines decreased
from 50927 units to 2667 units (Manufacture of industrial products by types).

The inverse relationship revealed by our study between the consumer
price index and the share of investment in information and telecommunications
activities in total FDI indicates a positive impact of these investments on the de-
velopment of a competitive market in this area. In this case, foreign direct in-
vestment contributes to lowering the price of information and telecommunications
services by expanding networks and expanding the provision of these services.

Conclusions

The decrease in the level of investment security of Ukraine during 2006-
2018 was caused by the deterioration of compliance of key indicators with the cri-
teria of economic security. The most influential threats to the state’s investment
security in 2018 were conditioned by high depreciation of fixed assets at enter-
prises and insufficient investment in their reconstruction, as well as insufficient
investment in high-tech industries. In addition to the degree of depreciation of
fixed assets, the structure of foreign direct investment can be considered as a
significant factor of investment security in Ukraine. The result of the study
showed a high sensitivity of the integral indicator to the change in the share of in-
vestment in high-tech industries in total FDI volumes: if the value of this indicator
is increased by 1% the figure increases by 0.165%, all other things being equal.

Confirmation of the significant role of structural changes in foreign direct
investment in the formation of Ukraine’s economic security was obtained as a re-
sult of the regression analysis of data, using indicators of macroeconomic secu-
rity of the state and independent variables as indicators of the structure of foreign



312 Iryna Babets, Ivan Mytsenko, Valerii Mytsenko
L Foreign direct investment: structural changes

and imEact on ukraine’s economic securitzr

direct investment in Ukraine in 2006-2018. The results of the regression analysis
allow drawing the following conclusions.

1. The inverse dependence is found between the unemployment rate and
such FDI indicators as the share of investment in high-tech industries and in
metallurgical production. Increasing FDI in these industries should reduce unem-
ployment, primarily through expanding production capacity and creation of jobs.
Thus, the increase of the unemployment rate in Ukraine during 2006-2018 by
60% can be explained by the decrease in the share of high-tech industries and
metallurgy in the structure of FDI. There is no link between unemployment rate
and changes in the share of investments in wholesale and retail trade, food, bev-
erage and tobacco, information and telecommunications, financial and insurance
in total FDI.

2. There is a strong direct link between GDP per capita and independent
variables that characterize the change in the share of investment in food, bever-
age and tobacco, information and telecommunications, financial activity and FDI
insurance. GDP growth per capita in 2006-2018 by 92% is driven by an increase
in the share of investment in food industry, information and telecommunications
activities, despite a slight decrease in the share of investment in financial activi-
ties and insurance.

3. The decline in GDP growth over the period 2006-2018 by 70% can be
explained by a decrease in the total FDI share of investment in the metallurgical
industry and investment in high-tech industries, since there is a strong direct rela-
tionship between dependent and independent variables. An increase in the share
of investment in information and telecommunications activities in total FDI over
the period under study has to some extent slowed the pace of GDP decline in
Ukraine.

4. There is no strong direct link between the Consumer Price Index and
the share of investments in wholesale and retail trade, and in high-tech industries
in FDI. The increase in consumer prices in Ukraine over the period of 2006-2018
by 60% is due to an increase in the share of investments in wholesale and retalil
trade and in the share of high-tech industries in total FDI. This is due to the fact
that in the context of unsaturated markets and the decline in physical volumes of
production of high-tech products, current level of investment in these areas does
not ensure a decrease in consumer prices. The inverse relationship is found be-
tween the Consumer Price Index and the share of investment in information and
telecommunication activities in the FDI structure, which confirms positive impact
of these investments on the development of the specified sphere and benefits for
consumers by increasing the scope of provision of relevant services.
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