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FORMATION OF INVESTMENT POTENTIAL AS A FACTOR IN THE
DEVELOPMENT OF IVANO-FRANKIVSK UTC

ANTONINA TOMASHEVSKA

Abstract. One of the key tasks of the current government is to develop the regions and strengthen
their economic potential. One of the most important factors of economic growth is investment. For
Ukraine, which is in a crisis pit, the issue of attracting foreign investments is especially important
and relevant, as they have a significant impact on the economic development of the country. At the
same time, the largest degradation in Ukraine today is investment activity, which is also due to the
outbreak of COVID-19. Deterioration of the investment climate, the possibilities of budgets at all
levels, the decline in business activity of economic entities have led to a difficult state of the
investment sphere.

The article analyzes the investment attractiveness of the regions of Ukraine. A special role is
focused on the factors (positive and negative) that affect the formation of the investment climate of
the regions: positive - geographical location, labor resources; negative - unfavorable climate and
corruption.

One of the indicators that reflects the stable economic development of certain sectors of the
economy, as well as the country's economy as a whole is the investment potential of the regions.
The investment and foreign economic policy of Ivano-Frankivsk UTC is analyzed, which is aimed
at improving the image at the regional and international levels, promoting a significant increase in
domestic and foreign investment in economic development, the implementation of active
information and promotional activities.

In the city, foreign investment is about 580 million dollars. US dollars, of which almost 80
million dollars. USA - loan capital. During the study, we analyzed the largest enterprises in Ivano-
Frankivsk, including foreign investment, LLC “Electrolux Ukraine”, LLC “Tyco Electronics
Ukraine Limited”, SE VO “Karpaty” (Delphi project), LLC “Imperial Foods”.

The method of expert assessments indicates promising areas of business development of Ivano-
Frankivsk UTC. In the course of the research we suggested ways to improve the investment
attractiveness of Ivano-Frankivsk UTC.
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1. INTRODUCTION

Investment potential is the main condition for the formation of the investment climate in the region.
In modern science, much attention is paid to the study of the essence of the investment potential of the
region, in general, domestic economists do not have a specific understanding of the essence of the
“investment potential of the region” of a single position on the interpretation of this complex economic
category.

In scientific works we often see attempts of some authors to define the investment potential of the
region as “compliance of the region with the main goals of investors, which are profitability, risk-free
and liquidity of investments” [11]; “The level of satisfaction of financial, production, organizational and
other requirements or interests of the investor in a particular region” [12]. A. Asaul in his work gives
the following definition: “the position of the region at one time or another, the trends of its
development are reflected in investment activity” [1]. Ya. Zadorozhna and L. Dyachenko consider
investment potential not only as a financial and economic indicator, but also as a model of quantitative
and qualitative indicators - assessments of the external environment (political, economic, social, legal)
and internal positioning of the object in the external environment [4].

2. THEORETICAL BACKGROUND

Research of the problem and study of the investment potential of the regions of Ukraine today
becomes especially relevant. Theoretical and practical aspects of the investment potential of the regions
were devoted to a significant number of works by leading domestic and foreign researchers, among
them: O. Vlasyuk, O. Gavrilyuk, B. Gubansky, I. Dragan, G. Kalach, I. Blank. However, many problems
of theoretical and practical nature in this area remain unresolved, which necessitates additional
research to improve the investment potential of the regions.

3. RESEARCH OBJECTIVE, METHODOLOGY AND DATA

The purpose of scientific work is theoretical substantiation, development of scientific and
methodical bases and practical offers which are directed on increase of investment potential of Ivano-
Frankivsk UTC.

In accordance with the goal in the work were identified and solved the following tasks:

— toreveal theoretical essence and feature investment potential;

— analyze the mechanisms for calculating the investment potential of the region;

— identify the main problems associated with the inflow of investment into the economy of Ivano-
Frankivsk;

— identify ways to increase the investment attractiveness of Ivano-Frankivsk UTC.

Object of study: realization of investment potential of the region.

Subject research: theoretical and methodological and practical recommendations for increasing the
investment potential of the region.

To achieve the goal and solve the main problems of scientific work, various research methods are
used. The main general scientific research methods used by the author include: dialectical method of
cognition; logical and formal-logical methods; method of comparison, generalization, systematization
and synthesis (in the study of the theoretical essence of investment attractiveness); grouping, statistical,
mathematical, graphical analysis (in the analysis of indicators of investment attractiveness); systemic
and integrated approaches (in developing recommendations and improving the mechanism for
increasing the investment potential of the region).
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4. RESULTS AND DISCUSSION

The outbreak of COVID-19 worldwide has largely led to a sharp decline in the value of financial
assets. Despite some recovery in quotations at the end of the year, uncertainty remains extremely high.
Regulators around the world have to deal with the consequences for the economy, and perhaps the
main challenge is to coordinate the actions of monetary and fiscal authorities to prevent a liquidity
crisis in the financial system.

Unfortunately, at present, no noticeable progress is seen against the background of the Ukrainian
economic path (except for a short period, which our people chose after the Orange Revolution). For the
whole of 2019, the total direct investment did not exceed 2 billion US dollars, and this figure decreased
significantly compared to 2018. In addition, the vast majority of capital comes from jurisdictions such as
Cyprus and the Netherlands, which in many cases is a transfer of money from the “offshore wallets” of
Ukrainian business and can hardly be considered a real entry into the Ukrainian market of new foreign
capital.

The investment potential of a particular region is formed under the influence of factors at the
national and regional levels. National-level programs characterize the country's investment
environment as a whole, and regional programs are specific to a particular city or region. In turn,
among these factors are positive and negative.

Geographical location, labor resources, natural resources are positive regional factors that have a
significant impact on the investment potential of the region. Unfavorable climate and corruption are
negative regional factors that harm the investment environment of the region.

Ranking of regions according to the investment attractiveness index 2019 shown in Fig. 1.

According to A. Duka, the investment attractiveness of the country is determined by the following
factors [5]:

—opportunity to gain a foothold in the promising market of Ukraine;

— the desire to make a profit on a long-term basis;

—access to relatively cheap sources of raw materials and resources, which increases the
competitiveness of products by saving production costs and proximity to sources of raw materials;

—the use of relatively cheap and skilled labor as an important factor in reducing production costs
and, accordingly, the cost of production.

Ivano-Frankivsk is one of the famous economic, cultural and industrial centers of Western Ukraine.
The good geographical location of the city creates favorable conditions for multilateral development
and European integration. For promoting European values, Ivano-Frankivsk received all four high
awards of the Parliamentary Assembly of the Council of Europe - the European Diploma, the Honorary
Flag, the Badge of Honor and the European Prize.

As you know, 2020, when the law on administrative and territorial organization enters into force,
should be the year of completion of the program of community unification in Ukraine. The reform
program is currently far behind the government's schedule and is unlikely by the end of 2020. the entire
territory of Ukraine will be covered by UTC, as planned at the beginning of the reform. Therefore,
various surprises are possible up to the centralized unification of small UTCs into larger ones.
R. Panasyuk, Director of the Ivano-Frankivsk Center for Local Self-Government Development, rightly
notes in this regard that there are also communities near Ivano-Frankivsk that are not provided for in
the Perspective Plan for the Formation of Territories of Communities in the Region. The format in
which they are now (only two entities in the union, the need for subsidies, a small area, proximity to
Ivano-Frankivsk), may result in that these UTCs will not remain on the administrative map at all. Of the
three possible options for them, R. Panasyuk calls joining Ivano-Frankivsk the “most logical” [14].
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Lviv | 1,601
Ivano-Frankivsk | 1,478
Odessa | 1,459
Vinnytsia i J 1,428
m. Kyiv I 1,419
Dnepropetrovsk _ J 1418
Volyn 14
Kharkiv 1,404
Chernihiv 1,397
Zhytomyr 1,359
Ternopil 1,356
Zaporozhye 1,366
Kyiv 19858
Rivne 1,343
Sumy 1,339
Mykolayivska 1,329
Cherkasy 1,31
Khmelnytsky 1,289
Poltava 1,283
Kirovograd 1,283
Transcarpathian 1,274
Kherson 1,264
Chernivtsi P25
Donetsk 1,224
Luhansk 1,22
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Fig. 1. Index of investment attractiveness of regions, 2019. Source: [12].

This opinion is confirmed by the conclusion of experts from the Swedish consulting company SKL
International, which implements the Swedish-Ukrainian project “Support to Decentralization in
Ukraine”, and the U-LEAD with Europe Program. Experts based on the analysis of budget execution of
806 UTCs in Ukraine in January-June this year expressed the opinion that one of the best options for
further development for communities with low financial capacity is to join other territorial
communities and create a larger area and number of UTCs. Even if such an UTC does not yet have
economic prospects for development, such an association will make it possible to optimize the
territorial structure of local councils and increase the efficiency of their management and improve
investment attractiveness through more territory and more manpower [14].

Among the advantages of Ivano-Frankivsk UTC are new investment zones for the city; larger funds
of one of the instruments of state support for UTC development - infrastructure subvention, which the
government distributes according to the formula according to the area of the community and the
number of rural population, and therefore, the more rural areas united by the community, the larger
the subvention; lands outside settlements that villages could not use on their own; reduction of the
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amount of reverse subsidy, which the city returns to the state budget; improvement of social services
for villagers due to joining a financially viable city, etc.

The city of Ivano-Frankivsk has documented economic ties with 24 local governments abroad,
including: Poland, Hungary, the Czech Republic, Moldova, Romania, Belarus, Lithuania, Latvia, the
United States, Portugal, Georgia.

In Ivano-Frankivsk, about 20 international projects are being implemented under the programs of
the European Union, the United Nations Development Program, the World Bank, the European Bank
for Reconstruction and Development, and others.

Ivano-Frankivsk maintains investment attractiveness for investors, as evidenced by one of the
highest rates of foreign investment per capita compared to the overall figure for Ukraine, which is
almost 2 thousand US dollars. Foreign investors sent $ 498.1 million to the development of Ivano-
Frankivsk. The United States, in particular, gives preference to enterprises in the processing industry
and wholesale (92%) (Fig. 2).

H Industry

m Trade

m Construction

Real estate transactions

W Other

Fig.2. Structure of foreign direct investment in the economy of Ivano-Frankivsk.
Source: compiled by the author based on [12].

Ivano-Frankivsk enterprises are actively engaged in foreign economic activity with 90 countries.
The main export sectors of the city's economy are machine-building, food and chemical industries,
which account for 89% of urban exports. Thus, in 2019, Ivano-Frankivsk enterprises exported products
worth $ 252.7 million. US dollars, and imported 232.4 million dollars. USA (Fig. 3).
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Fig. 3. The largest expert deliveries are in Ivano-Frankivsk. Source: compiled by the author based on [12].

First place in the ranking of transparency for investment in 2019. took the city of Ivano-Frankivsk,
the second - Kiev, the third took the city of Vinnytsia. The Ukrainian office of the international anti-
corruption network Transparency International has created transparency rating_investment sphere of
the hundred largest cities of Ukraine. Analysts tested how each city informs potential investors about
how to invest in the city, how open the rules of the game are for investors and entrepreneurs and
whether it is convenient for them to start a business [10].

The level of investment potential of Ivano-Frankivsk is due to:

1) Favorable location: Ivano-Frankivsk is close to the borders and well located relative to transit
routes, including international ones. The city's prospects are also related to the location near the
Carpathians (region of tourism, recreation and recreation). The potential for the development of
tourism, balneology is high. The ecological situation in the city is good compared to other regions;

2) The city has the necessary infrastructure for the operation of enterprises of various economic
activities. Developed market infrastructure, a network of financial institutions, educational, health and
cultural institutions create a high quality of life compared to other regions and contribute to the
mechanical growth of the population.

3) The labor market of the city is sufficiently provided with highly qualified labor resources.
Improving scientific and human resources is provided by a wide network of higher and secondary
special educational institutions that train specialists in various professions. The relatively low level of
wages creates additional benefits for investors in terms of labor costs. Much of the population is quite
mobile and employed in small and medium-sized businesses;

4) Developed communication infrastructure and good transport links. The city is a logistics center
of the south-western region of Ukraine, has an extensive transport infrastructure and capacity for
freight and passenger traffic; availability of access railways to enterprises, good condition of highways,
operating international airport;

5) An acceptable level of development of communal infrastructure. However, it should be noted the
need for major repairs of engineering infrastructure due to its deterioration, which is typical for most
cities of Ukraine. At the same time, the city authorities are actively working to attract investment to
improve the city's infrastructure;
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6) Multisectoral specialization of industry, which provides relative resilience to fluctuations in the
economic situation in the country. The city is developing its traditional branches of food, machine-
building, woodworking industries, in which significant amounts of foreign investment have already
been attracted. Multisectoral specialization of the city allows to carry out complex investment projects
on the terms of economic cooperation;

7) Openness of local authorities to work with foreign and domestic investors, availability of
preferences for investors, transparent administrative procedures, comprehensive support of investment
projects. The city authorities have successful experience working with large foreign investors and
international financial institutions. The rating agency believes that the degree of information
transparency of the activities and activity of the city authorities is at a very high level. The activities of
the government are aimed at the economic development of the city through partnership processes,
creating conditions for long-term development, popularization of the city.

Ranking of factors of investment potential of Ivano-Frankivsk UTC is shown in Fig. 4.

BRegional infrastructure
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13%
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16%

EProduction potential

; BPotential of regional demand
Production
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Financial stability 16%
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budget [@Financial stability of the regional
14% Potential of budget
regional demand @ Workforce

15%
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Fig.4. Ranking of factors of investment potential of Ivano-Frankivsk UTC.
Source: compiled by the author based on his own research

The results of the assessment of the influence of various external factors on the investment
attractiveness of Ivano-Frankivsk are generalized UTC are shown in Fig. 5.
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Fig. 5. Assessment of the impact of factors on the investment potential of Ivano-Frankivsk UTC.

Source: compiled by the author based on his own research.

During our research, a secret survey was conducted among 277 entrepreneurs and potential

investors.
Issues that were addressed:

1. Name the most expected steps by the authorities for the development of entrepreneurship in

Ivano-Frankivsk. In general, most noted the following problems:
development of general infrastructure - 93%;
improvement of services for entrepreneurs (especially electronic) - 92%;
investment attraction - 89%;
transparency in the management of communal property - 88%;
transparency in land management - 86%;
creation of service centers for entrepreneurs - 84%;
improvement of access to information - 83%.

2. Among the biggest problems that hinder the work of entrepreneurs called:

— general economic situation - 66%;
— internal competition - 47%;

— energy costs - 27%;

— lack of skilled labor - 24%;

— lack of available funding - 18%.

3. Entrepreneurs were also asked to indicate promising areas of business in the city (Fig. 6)
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Fig. 6. Prospects for business development in I[vano-Frankivsk.

Source: compiled by the author based on his own research.

The main problem for foreign investors, in our opinion, is the presence of a corruption component
at all levels.

If there is a risk of loss of fixed assets due to non-transparency of the procedure or corruption in the
judiciary, the investor is not interested in the project even in the positive moments:

1) payback of projects in Ukraine - short;

2) cheap labor compared to the same Poland, the Czech Republic, Slovenia, but this is not a
significant part of operating costs, which is not so significantly affects profits.

5. CONCLUSIONS

In the city, foreign investment is about 580 million dollars. US dollars, of which almost 80 million
dollars. USA - loan capital. In the course of the research we proposed the following ways to improve
the investment attractiveness of Ivano-Frankivsk UTC, in particular:

— specification of investment priorities, investment entities, the amount of investment and socio-
economic consequences for the territory, the definition of entities and control mechanisms in the annual
programs of socio-economic and cultural development of territories;

— constructive cooperation of local authorities with economic entities of the region (public-private
partnership) and combining their efforts to attract an effective investor and achieve the desired concrete
result;

— creation of an interactive map of the industry of Ivano-Frankivsk UTC (with a forecast analysis of
the possibilities of promising areas of business, which were conducted in the study).
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Tomamescpka AmnTOHiHa. QPOpMyBaHH:S IiHBECTMIIIIHOTO TIIOTeHIIiaady, K (PaKTopy pO3BUTKY IBaHO-
@pankiscskoi OTI. 2Kypnax Ipuxapnamcoxozo yrisepcumemy imeti Bacurs Cmedanuxa, 7 (3) (2020), 78-88.

OgHuM i3 KAIOYOBUX 3aBJaHb HUHIIITHLOI BAaAM € IIUTaHHs PO3BUTKY PerioHiB Ta MOCUAEHHS IXHbOTO
eKOHOMIYHOTO noTeHIiaay. O4HUM 3 HallBa>KAMBIIINIX YMHHMKIB €KOHOMIYHOTO 3pOCTaHH:! € iHBeCTUIIil. JAas
YKpaiHn, AKa 3HAXOAUTBCSA B KPU3OBill sAMi, 0COOAMBO Ba>KAMBUM Ta aKTyaAbHMM € NUTaHH: 3aldydeHH:
iHO3eMHIX iHBeCTMIIili, OCKiAbKM BOHM MalOTh BarOMMUIA BIIAMB Ha €KOHOMiuHUI po3BuUTOK Kpainu. Ilopsa 3
TUM Hal0iabIIOl AeTpajallii B YKpaiHi Ha CbOTOAHI 3a3Ha€ iHBeCcTHUIIiiHA AiSABHICTD, 5IKa 3yMOBA€Ha TaKOX 1
cnnaaaxoM 3axsopiosaHHs COVID-19. IoripireHHs iHBeCTUITIIHOTO KAiMaTy, MOXKAMBOCTel OI0AXKeTiB ycix
piBHIB, 3HIDKEHHs AiA0BOI aKTMBHOCTI CyO’€KTiB TOCHOJapIOBaHHS IIpU3BeAU AO CKAaAHOTO CTaHy
inmBecTUIiNHOI cep.

Y crarTi mpoaHaaizoBaHO iHBeCTMIiIHY HpuBaOAMBICTL perioHiB YKpainn. Ocobamsy poab
3ocepeA>keHO Ha (pakTOpax (IIO3UTMBHMX Ta HETATUBHUX), sIKi BIIAMBAIOTh Ha (POPMYBAHHS iHBECTUIIIITHOTO


http://euro-rating.com.ua/regiony/metodologiya/
http://euro-rating.com.ua/regiony/metodologiya/
http://ibi.com.ua/RU/ratings-list/
http://ibi.com.ua/RU/ratings-list/
http://competitiveness.icps.com.ua/
http://fingal.com.ua/content/view/1167/87/
http://fingal.com.ua/content/view/1167/87/
http://fingal.com.ua/content/view/1167/87/
http://www.mvk.if.ua/

88 Antonina Tomashevska

KAiMaTy perioHiB: MO3UTUBHI - reorpadpiuHe posTallyBaHH:, TPYAOBi pecypcH; HeTaTUBHI - HeCIIPUATAUBUIL
KAiMaT 1 KOpYIIIis.

OgauM i3 MOKasHMKiB, IO BigoOpa’ka€ cTaOiABHUII €KOHOMIUHMII PO3BUTOK OKPEMUX Tralysei
€KOHOMIKM, a TaKO>XX eKOHOMiKlM KpaiHM 3araaoM € iHBeCTHMIIiMiHMII MHOTeHIliaa perioHis. IIpoaHnaaizosaHo
iHBeCTMIIiViHy Ta 3OBHIIIIHLOEKOHOMiuHYy I104iTuKy IBaHO-@pankiscpkoi OTT, sAxa crpsiMosaHa Ha
MIOKpaIlleHHsI iMigKy Ha perioHaABHOMY Ta Mi>XKHapOAHOMY PiBHSAX, CIHPUSHHS iCTOTHOMY 30iABIIIEHHIO
HaAXOA’KeHb BHYTPIIIHIX 1 3OBHIIIHIX IiHBeCTMIINI y pO3BUTOK €KOHOMIiKM, 34iJiICHEHHsI aKTMBHOI
indpopManinHO-IIpOMOIIiITHOI Ai1ABHOCTI.

B wmicTi ino3eMHi iHBecTuiiii ckaaaamoTh 0au3bko 580 man ao0a. CIIIA, i3 nux maiike 80 MAH A04.
CIOA - mosmukosuit Kamitaa. [1ig gac gocaiasxenHs namu 6yA0 IpoaHaai3oBaHO HaibiABIII MiATIPUEMCTBA
M.IBaHO-PpaHKiBCBK, 30KpeMa i 3 iHozeMHnMu iHBectunismu, TOB “Eaexrpoarokc Yykpaina®, TOB “Taiixo
Eaexrponike I0xpeitn Adimites”, AT BO ,”Kapnatun” (nmpoext Adeadi), TOB ”“Immneposo Pyaz”.

MeToAOM eKCIIepTHUX OIIiHOK 3a3HauyeHi IIepCIeKTUBHI HaIpsAMM po3BUTKy OisHecy IBanHO-
@pankiscpkoi OTI. B mporeci A4ocaig’keHHs HaMM 3aIllpOIIOHOBAHO INASIXM IOKpallleHHs iHBeCTUIiITHOL
npusabansocti IBano-Opankiscskoi OTT.

Karodosi caosa: iHBecTuIIiliHMIT ITOTeHITiaa, iHBecTUITiliHa MPUBaOAMBICTL perioHy.



