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Urgency of the research. Theoretical and empirical
studies show that investment allocation has a perceptible
impact on local economic development.

Target setting. Taking into consideration reasonably low
quantity of high-quality investments, countries all over the
world are eager to incentive foreign direct investments inflows.
Therefore, realistic country investment potential evaluation is
vitally important for respective government institutions within
their policies getting done.

Actual scientific researches and issues analysis.
The major issues of country investment potential evaluation,
and investment market in general, were made by the following

scientists and  technicians:  O. Fedonin, | Riepina,
O. Oleksiuk, S. Lieonov, B.Chub, le. Lapin, J.Dunning,
A. Thompson., D.Kaufmann, M. De Melo, K. Berden,

S. Sarno, P. Buckley, A. Fukumi and others.

Uninvestigated parts of general matters defining.
At the same time, insufficient scientific works cover
approaches to assessing investment potential of Ukraine,
based on latest research results of foreign scientists within
current topic. Current socio-economic determinants of foreign
direct investment need to be studied.

The research objective is to identify key determinants of
foreign direct investment inflow in the economy of Ukraine.

The statement of basic materials. The article have
considered determinants of foreign direct investment inflows,
which are related to country socio-economic development and
state institutions indicators.

Conclusions. Studies of statistics of groups in transition
economies have shown that the simultaneous adoption
indicators of socio-economic development and quality of
public institutions into the model of country investment
potential evaluation allows to evaluate the elasticity of foreign
direct investment to changes in each of the determinants.
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OCOBJINBOCTI BUSHAYEHHA
AETEPMIHAHTIB PYXY NPAMUX IHO3EMHUX
IHBECTMLIN NI YAC OLIHKN
IHBECTULIMHOIO NOTEHLIANY
HALIOHAIIbHOI EKOHOMIKU

AkmyanbHicmb memu  docnidxeHHsi.  [lumaHHs
akmusizauii 3any4yeHHs1 SIKICHUX iHeecmuuiliHUX pecypcis i3
3aKkopOoHy € akmyarnbHUM 015 ypsidie bacambox KpaiH.

locmaHoeka npobnemu. Y 383Ky 3 O0OBMEXEHO
fporno3uuieto SKICHUX [H8ecmuuilHUX pecypcie, 8U3HaYeHHs
ghakmopie, W0 ennuearmp Ha 3any4eHHs1 MNPSIMUX iHO3eMHUX
iHeecmuuyiti  ma ouiHKka  iHeecmuuyiliHo2o  nomeHyjany
HauioHanbHOI eKOHOMIKU € 8a)1u8umM MOMEHMOM 30ilICHEHHS
8HYMPIWHBOI coyiaribHO-eKOHOMIYHOI MOMiMUKU KpaiHu.

AHani3 ocmaHHix docnioxeHb i nybnikayit. 3HaqyHuUl
8HECOK Yy PpO38UMOK meopii ma npakmuKku OUiHKU
iHeecmuyitiHo2o nomeHujany Ha MaKpPOEKOHOMIYHOMY PiGHI
3pobunu maki 8im4u3HsHi ma 3apybixHi eueHi: O. edoHiH,

I. PeniHa, O. Onekcrwok, C. JleoHos, b.Yyb, €. JlaniH,
JDk. daHHiHe,  A. TomrnicoH, M. KaygmanH, M. e Merno,
K. BepdeH, C. CapHo, 1. bakni, A. ®akymi ma iH.

BudineHHs1  HedocsidKeHUX YacmuH  3a2allbHoi

npo6nemu. Y mol xe 4ac HeOoCmamHbO HayKoeux rpaub
suceimmorome  nidxo0u 00  OUIHKU  iHeecmuuiliHo20
rnomeHyiany €KOHOMIKU YKpaiHu, epaxosyroyu OocmaHHiI
pesynbmamu  00CfiOXeHb 3apybiKHUX 8YEeHUX Ha Uil

memamucy. lMompebytomb  QocnidxeHHs1  akmyarbHi
coyjanbHO-eKOHOMIYHI  OemepMiHaHmu  pyxy  npsMux
iHO3eMHUX iHeecmuuidl.

locmaHoeka 3ae0aHHs. 3asdaHHsM daHoezo

OocnidXKeHHs1 € BU3HAaYeHHSI KI/TIOYOBUX [1OKa3HUKI8, WO
8rnuearomp Ha 3aryqyeHHsl MPSMUX iHO3eMHUX iHeecmuuil &
EeKOHOMIKY YKpaiHu.

Buknad ocHogHoz2o  Mamepiany. Y  cmammi
po3ansHymo OemepMiHaHmu npuUmMoKy npsMux iHO3eMHUX
iHeecmuujl, wWo noe'szaHi 3 [oKasHUKaMu couiaslbHo-
E€KOHOMIYHO20 pPO38UMKY KpaiHu ma xapakmepucmukamu
OepxxagHuUX iHCmumyuyid.

BucHoseku. [ocrnifxeHHss cmamucmuKku epyn KpaiH
rnepexiOHOi eKOHOMIKU roka3asnu, Wo 0OHOYacHe epaxyeaHHs
y Mmodeni OuiHKU iH8ecmuuiliHo2o romeHuiany eKOHOMIKU
r10Ka3HUKI8 coujaribHO-eKOHOMIYHO20 PO38UMKY ma siKocmi
OepxasHux Hcmumyuiti 0038071si€ OyiHUMU efacmu4yHicmb
PUMOKY NPAMUX IHO3eMHUX iHeecmuuyjli 00 3MiH KOXHO20 3
demepmiHaHmis.

Knroyoei cnoea: iHsecmuuii; npsiMi iHO3eMHi iHeecmuuii;
iHeecmuujitHud romeHujiar; OUiHKa iHeecmuujitiHo20
riomeHujarny; HauioHasibHa eKOHOMIKa.

Urgency of the research. Within recent decades, the problem investment resources inflows
through countries® borders has become important among both economists and business analysts
researches. The redistribution process of resources depends on significant number of determinants,
which varies widely by geography, type of investment, and participants.
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Countries around the world are taking various measures in order to increase their competitiveness,
including investment attractiveness. It is believed that the most valuable investments are those that
create new jobs, increase gross domestic product (GDP), and develop infrastructure. With this in mind,
governments seek to incentive foreign direct investment (FDI), especially from technologically
advanced multinational corporations (MNCSs).

The statement of basic materials. The process of country investment potential evaluation (CIPE)
is comprehensive (includes evaluation of lower levels™ potentials) and takes place in several stages.
Based on recent studies analysis done by domestic and foreign scientists, it could be assumed that
the most common direction of CIPE belongs within panel data analyzing. Panel data approaches work
with macroeconomic indicators dynamics, infrastructure qualitative characteristics, and host country
specific circumstances. The process of variables selection in this model widely depends on
geographic and social characteristics of the country.

A realistic CIPE is important not only for investors and business owners, but also for respective
government institutions involved in the allocation of budget funds, tax collection, and responsible for
the socio-economic situation in the country in general.

Actual scientific researches and issues analysis. Dunning and Lundan [1], who proposed a new
approach to understanding of FDI and described the motives of cross-border FDI spillover, made a
significant contribution to the development of the theory and methodology of investment research.
Thompson & Strickland [2] have built the foundation of strategic management concept that includes
investment policies and decision-making processes.

Team of scientists led by Kaufmann [3] proposed Worldwide Governance Indicators Methodology
for CIPE.

Globerman [4], Matura [5], Fukumi [6] and others, discussed the influence of government
institutions and politic environment on investment attractiveness.

Among our Ukrainian scientists, we have to mention Fedonin, Riepin and Oleksiuk [7], who
proposed a complex model for assessing investment potential at the enterprise level. Lieonov has
structured modern approaches to the definition of investment potential, and proposed a model for
investment potential evaluation of Ukrainian banking system [8].

Scientists such as Dawid [9], Kulczycka [10], Buckley [11], Kinoshita [12], Bouchoucha [13] and
others developed econometric methods of CIPE.

Uninvestigated parts of general matters defining. Within few decades of active literature
researches have evolved over time. On the other hand, the results become sometimes controversial,
and they are not satisfactory or not conclusive in most cases or even ignore specific aspects such as
the quality of institutions. Despite this, recent ideas from around the globe are attempting to explain
this phenomenon using a strong scientific theoretical foundation and statistical data. Thus, in order to
propose a new approach to understanding of the determinants of Ukrainian investment potential,
evaluate their statistical significance, and identify opportunities for improvement public policies within
investment market.

The research objective. Based on the understanding of investment potential as the ability to
attract and utilize investment resources by domestic economy, the task of this study is to identify key
indicators on which investors make decision about allocation of FDI in the economy of Ukraine.

The statement of basic materials. FDI is considered one of the least volatile forms of foreign
capital flows. [14]. As usual, they are often accompanied by physical investment that is irreversible in
the short run. FDI are carried out in larger amounts and for a longer period than portfolio investments.
At the macro-economic level, FDI inflows could be recognized as a positive effect of FDI inflows in the
past on current FDI.

Using VOSviewer software let us confirm a bibliographic analysis of publications related to CIPE
topic among review articles.

Regarding to this aim, we selected 1000 most relevant articles using keywords «investmentsy,
«foreign direct investmenty, «investment potential», «country investment potential evaluation «, and
«domestic economy». The results are shown on Fig. 1.
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Fig. 1. Bibliometric overview of articles related to CIPE topic
Source: [formed by the authors]

Fig. 1 shows that the most researched phenomena within CIPE agenda is FDI. It has to be
mentioned, that the most popular object of studies is emerging market economies such as China and
India, and Africa region. Another important point finds panel data analysis widely performed method of
CIPE process. It was found that the most prevalent researches on this topic are related to FDI
spillovers to developing countries. Additionally, MNCs and their motives are widely discussed in
studies dealing with investment process.

Investors make decisions based on expected return associated with the location of the investment
object [12]. Certainly, return of investments depends on a large number of specific factors and
investment motives.

Dunning [1] identifies the motives of foreign investors and, which of three types of FDI they are
undertaking:

— market-seeking;

— resource-seeking;

— efficiency-seeking.

Market-seeking FDI are supposed to serve local and regional markets. It also involves replication of
production facilities in the host country. This type of FDI attracts investors to countries with large GDP
and emerging market. Investors pay attention to countries where resources are extracted or created
with minimal added value, as usual that are countries with weak economies and poor infrastructure.
The third type of FDI, called efficiency-seeking, occurs when investor can gain from the common
governance of geographically dispersed activities in the presence of economies of scale and scope.
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This encourages investors to focus on geographical proximity of host and investment origin countries
in order to optimize the costs.

Overall, the issue of FDI spillovers directly depends on host country competitive advantages, which
could provide an acceptable profitability level for investors. The FDI literature has identified a number
of economic determinants for FDI allocation such as the market size, growth, the labor costs, the
quality of the socio-economic, infrastructure and the degree of liberalization of the financial system.

As follows, the determinants of FDI inflows could be separated into two categories: traditional
determinants, which are related to the macro-economic feature, and non-traditional determinants,
which are related to host country governance institutions.

Some scientists [15; 16; 17; 13] within the traditional determinants of attracting FDI focus on GDP
per capita, GDP growth rate, gross nominal wage, unemployment rate, exports and imports,
government expenditure, as a percentage of GDP. The source of data could be statistics provided UN
[18], World Bank [19], statistical publications of central banks etc.

Unsurprisingly, one of the indicators of country investment attractiveness is abundance of natural
resources. This indicator is relative and conditional, thus De Melo [20] proposes to use it in the model
of evaluation using following concepts: «poor» (country is poor in natural resources), «moderate» - the
average level of security; «rich» - a surplus of natural resources.

In current world economy conditions, good infrastructures as well as level of knowledge-intensive
production and quality of labor resources are necessary conditions for gaining some competitive
advantages.

Among the evaluation models based on panel data analysis, several theoretical research studies
showed that fixed telephone subscriptions index (per 100 people) could be applicable to evaluation
process [12; 13]. Nowadays, the business infrastructure is highly depended on Internet access quality.
Accordingly to that, we assume, the indicator of mobile internet penetration, which is defined as the
share of the population using smartphones, could replace fixed telephone subscriptions index in panel
data models.

The non-traditional determinants of CIPE include a set of socio-political characteristics of the host
economy [13]. Thus, Kaufmann et al [3] proposes six worldwide governance indicators (WGI):
government effectiveness (GE), the control of corruption (CC), the rule of law (RL), political stability
(PS), voice and accountability (VA), and the regulatory quality (RQ).

In the same context, Berden et al. [21] have used a panel data set covering 128 countries around
the world to examine the impact of governance indicators on FDI inflows and outflows. The results
have shown that political stability and the quality of regulation stimulate FDI inflows. On the other
hand, increasing the voice and accountability index reduces FDI inflow. By the way, it is believed that
high GDP growth rate, abundance of natural resources, well-developed infrastructure, and
macroeconomic stability have positive and significant impact on FDI inflows, while other studies found
the opposite.

Conclusions. Within this study, we reviewed the theoretical framework on the location
determinants of FDI. The analysis of international experiences within CIPE process reveals possibility
of combining quantitative and qualitative characteristics of the host-country economy.

It is worth noting that some studies of statistics in transition economies have shown that market
size, natural resources, infrastructure, macroeconomic stability and the quality of public institutions
have a statistically significant positive impact on FDI, while other studies have shown the opposite.

Thus, further studies of economic, political and institutional determinants of FDI flows should be
done accordingly to specific features of areas they belong to. CIPE in conditions of political instability
and shocks in host-country economy needs constant amendment, so it is important to study the
possibilities of new determinants and forecast future FDI inflows.
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