Enexmponnuii sncypnan «Eghekmuena ekonomika» 6knioueno 00 nepeniky Haykosux gaxosux
eéuoanv Ykpainu 3 numano ekonomixu (Kamezopia «b», Haxaz Minicmepcmea oceimu i
nayxku Ykpainu Ne 975 ¢io 11.07.2019). Cneuianvnocmi— 051, 071, 072, 073, 075, 076, 292.
Egexmuena exonomika. 2022. Ne 6.

DOI: 10.32702/2307-2105.2022.6.16
V]IK: 332.14

N. Karavan,
PhD in Economics, Associate Professor, Dean of the Faculty of Management,
Economics, Sociology and Philology,
Dniprovsk State Technical University, Kamianske

ORCID ID: 0000-0002-6845-7862

ANALYSIS OF INVESTMENT ATTRACTIVENESS OF
DNIPROPETROVSK REGION

H. A. Kapasaw,
K. e. H., 00YeHm, OeKaH (haxyibmemy MeHeOHCMeHmy, eKOHOMIKU, COYioN02ii ma

¢ginonoeii, /[ninposcwvkuti depacasHuti mexuiunull yHigepcumem, m. Kam'sancoke

AHAJII3 IHBECTUIIMHOI MPUBABJIUBOCTI
JIHIITPOIIETPOBCHKOI OBJIACTI

The article considers the issues of analysis of factors of formation of
investment attractiveness of a separate region on the example of Dnipropetrovsk
region. Approaches to determining the category of "investment attractiveness of
the region" are studied. Methods for assessing the investment attractiveness of the
region are described. The results of dynamic analysis and assessment of
investment attractiveness of Dnipropetrovsk region, which were obtained using

rating methods, are presented. According to the Methodology for Assessing the



Investment Attractiveness of Regions, developed by the Kyiv International Institute
of Sociology, the Dnipropetrovsk region ranks fifth in the national ranking
according to the general index of investment attractiveness. A significant
advantage of Dnipropetrovsk region is the "hard" factors, namely the
geographical location of the region and available natural resources. According to
the group of "soft" factors, Dnipropetrovsk region ranks only fourteenth. The
results of the rating assessment of investment efficiency of Dnipropetrovsk region,
obtained using the Methodology for calculating the rating of investment
attractiveness of the city (region), developed by the agency "Euro-Rating" are
summarized. According to the results of the monitoring of socio-economic
development of the regions carried out by the Ministry of Development of
Communities and Territories of Ukraine, Dnipropetrovsk region consistently ranks
high in the field of "Investment and Innovation Development and Foreign
Economic Cooperation”. It is concluded that although the rating methods and
monitoring of socio-economic development of the regions of Ukraine are based on
a different system of indicators, but they allow us to draw almost identical
conclusions about the investment attractiveness of Dnipropetrovsk region. The
factors of formation of the level of investment attractiveness of Dnipropetrovsk
region are generalized. It is emphasized that the investment attractiveness of
Dnipropetrovsk region is negatively affected by such factors as almost critical
depreciation of fixed assets, low-capacity utilization and unfavorable
environmental situation in many respects. The Dnipropetrovsk region also has
unsatisfactory positions in the areas of "Availability and quality of services in the
field of education” (21st place) and "Availability and quality of services in the field
of health care" (18th place).

YV cmammi pozenamymo numawnHa auanizy gakmopie  GopmyeanHs
IHBeCMUYIUHOT npueadIUBOCHI OKpEMO20 DEIOHY Ha NPUKIAOi
Jninponemposcoxoi obnacmi. Jlocniodxceno nioxoou 00 BU3HAYEHHST Kame2opii

«iHeecmuyiina npusadbausicme pecionyy. Oxapakmepuzo8aHo memoou OYIHKU



ingecmuyitnoi npueabausocmi peciony. Hasedeno pesyromamu OuUHAMIYHO20
amanizy ma oyiHku iHeecmuyiunoi npusabausocmi [[Hinponemposcvkoi obaacmi,
AKI  OMPUMAHI 13 BUKOPUCAHHAM PeUumuH208ux memooux. Bionosiono 0o
Memoouku oyinku iHEeCmMuyitHoi NpueabAUBOCmMi pecioHie, sAKa po3pod/ieHa
Kuiscokum midicnapoOnHum  iHcmumymom coyionoeii, 3a 3a2albHUM [HOeKCOM
iHgecmuyitinoi npueabaueocmi ninponemposcoka obaacme 3aumae n’sme micye
Y HayionanvHomy petimuney. Cymmesoio nepegazoro /[Hinponempogcvkoi odnacmi
€ «acopcmkiy gaxmopu, a came 2eozpaiune po3mauly8aHus ooiacmi ma Has6Hi
nNpupoOHi pecypcu. 3a epynorw «m’aKkux» gaxmopie /[Hinponempogcvka obracme
3qimae auwe YomupHaoyame micye. Yzaeanoneno pe3ynbmamis peumunz08020
oyiHioéanHs  ineecmuyiunoi  epexmusnocmi  /[Hinponemposcvkoi  obaacmi,
ompuMani i3 8UKOPUCMAHHAM Memoouxku po3paxyHKy peumuHzy iHEeCMmUYIHOL
npusabaueocmi micma (pe2iony), sika po3pooaena azenmcmeom ,, €epo-Petimune”.
3a pe3ynrbmamamu MOHIMOPUH2Y COYIAIbHO-EKOHOMIYHO20 PO3BUMKY DEeliOHIS,
axkull 30iticHioe  Minicmepcmea pozsumky epomad ma mepumopit Ykpainu,
Jninponemposcoka obracms cmabiibHO NOCIOAE BUCOKI MICYs 3d HANPSIMOM
«Ineecmuyitino-iHHOBAYIUHUU PO3BUMOK MA 308HIUHbOEKOHOMIYHA CRIBNPAYY.
3pobneno 8UCHOBOK, WO X04a peumuH208i MemoOuKy ma MOHIMOPUHS COYIATbHO-
EeKOHOMIYH020 PO3BUMK) pe2ioHie YKpainu 0asyromvcsi Ha pisHIil cucmemi
NOKA3HUKIB, ale GOHU O00360JAI0Mb CQHOPMYNI08AMU NPAKMUYHO OOHAKOBI
BUCHOBKU W000 [HBecmuyitinoi npusabausocmi J{Hinponemposcvkoi obaacmi.
V3acanvneno @axmopu  gopmysanns pieHs iHEeCMUYIUHOI NPpUBAOIUBOCHI
Ininponemposcovkoi oonacmi. Hazonoweno, wo na ineecmuyiiiny npusadiusicmo
Huinponemposcokoi  obracmi  He2amueHo 6NAUBAIOMb MAKI  hakmopu, 5K
NPAKMUYHO KPUMUYHUL 3HOC OCHOBHUX 3AC00I8, HU3bKUL PIBEHb 3A68AHMANCEHHS
BUPOOHUYUX NOMYICHOCMEU ma HeCnpuamauea 3a bazamvma NOKAZHUKAMU
exonoeiuna cumyayisn. Hezaoosinoui nosuyii /[ninponemposcoka obnacms maxooic
Mae 3a Hanpamamu «/Jocmynnicmo ma axicms nociye y cgpepi oceimuy (21 micye)

ma «/Jocmynnicms ma axicmo nociye y cgepi oxoponu 300pos’sy» (18 micye).
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Formulation of the problem. After the victory and the end of martial law in
Ukraine, it will be necessary to determine the priority ways to develop the national
economy. The solution to this issue depends on many factors, and the investment
attractiveness of individual regions must be taken into account. That is why the
analysis of investment attractiveness of the region becomes especially relevant.

Analysis of recent research and publications. Such researchers as Blank
I., Bondar Y., Brazhko O., Vilchynska O., Davidenko Y., Dyba M., Zavadsky G.,
Kozachenko G., Mayorova T., Mital O., Onishchenko I., Petrovskaya S., Stetsenko
D., Shilo LA and other dealt with the problems of research of investment of
economy and optimization of use of investment potential of the region. Particular
attention in the research of domestic and foreign scientists was paid to the
development of a methodology for comprehensive statistical evaluation of the
analysis of the achieved results of regional economic development. Scientists have
developed sound approaches to the implementation of regional investment policy,
proposed their own methods for assessing the investment attractiveness of the
region.

Existing methods of quantifying the investment attractiveness of the region
differ both in approaches and in the basic system of indicators. Thus, according to
the method proposed by Blank I. the investment attractiveness of the region is
calculated as an integrated indicator based on five groups of synthetic indicators,
namely: the level of general economic development of the region; the level of
development of the investment infrastructure of the region; demographic
characteristics of the region; the level of development of market relations and
commercial infrastructure of the region; level of criminogenic, environmental and

other risks [1]. Adheres to this approach to determining the investment



attractiveness of the region Stechenko D., but he also suggested taking into account
the degree of importance of each group of factors [2].

At the same time, the conducted theoretical analysis proved the absence of a
single generally accepted definition of the category "investment attractiveness of
the region". The economic literature presents different approaches to determining
the economic essence of this category. For example, Davydenko N. considers the
investment attractiveness of the region as a cumulative characteristic of the
conditions of a particular territory of the country, which includes an assessment of
the level of regulatory development, investment infrastructure, human capital,
financial opportunities that significantly affect the profitability of fixed assets and
investment risks [3, p.88].

Zavadsky H. distinguishes the following factors in the formation of
investment attractiveness of the region: political, social, institutional,
environmental and economic [4, p.153].

Petrovska S. considers the investment attractiveness of the region as its
integral assessment from the standpoint of investment climate, level of investment
infrastructure development, opportunities to attract investment resources and other
factors that significantly affect the formation of investment profitability and
investment risks (taking into account environmental status) [5, p.92].

According to Vilchynska O. to assess the investment attractiveness of the
region is important indicator of capital investment, which allows to assess the state
of real investment [6, p.409]. To determine the place of a particular region in the
total number of regions of Ukraine, according to the author, an integrated indicator
can be used - "total investment potential", which is the sum of production and
financial, socio-economic and natural resource potentials of the region minus
factors that negatively affect investment attractiveness of the region [6, p.411].
Based on the obtained evaluation results, all regions of the country can be grouped
into several groups: 1) regions of priority investment attractiveness (efficiency is
35-40% higher than in the country as a whole); 2) regions of relatively high

investment attractiveness (efficiency is 15-20% higher than in the country as a



whole), 3) regions of medium investment attractiveness (efficiency at the level of
the country); regions of low investment attractiveness (efficiency is 20-30% lower
than in the country as a whole).

Thus, the lack of a generally accepted definition of the category "investment
attractiveness of the region" has led to the fact that there is no single
methodological approach to its assessment. A number of issues related to assessing
the investment attractiveness of regions remain unresolved. That is why there is a
need for further research in this area.

Formulation of the goals of the article (task setting). The aim of the
article is to analyze the investment attractiveness of Dnipropetrovsk region. To this
end, the following tasks were solved: generalization of approaches to determining
the category of "investment attractiveness of the region"; analysis of the existing
methodological support for assessing the investment attractiveness of the region
and its improvement; analysis of factors of formation of investment attractiveness
of Dnipropetrovsk region with the use of rating methods.

Presentation of the main material of the study. The economic literature
presents various methodological approaches to assessing the investment
attractiveness of individual regions. In this case, the defining classification features
are the following: data processing methods and system of indicators. Thus, the
main methods of data processing are descriptive and rating. The descriptive
method is to describe the absolute indicators, structure and dynamics of indicators
of regional development. The expert independently selects the most significant
indicators and draws conclusions based on them on the investment climate in the
region. Mostly this method is based on the study of socio-economic development
of the region [7, p.293]. The rating approach is based on a survey of economic
entities in the region, in the process of which determine the degree and direction of
influence of certain factors. These surveys are grouped, and the overall ranking of
the region is built on the basis of an integrated indicator. This technique is widely
implemented in the practice of leading global consulting and analytical agencies

[4, p.153].



We summarized the results of assessing the investment attractiveness of the
Dnipropetrovsk region, which were obtained using the Methodology for assessing
the investment attractiveness of the Kyiv International Institute of Sociology, the
Methodology for calculating the investment attractiveness rating of a city (region),
developed by the Euro-Rating and monitoring of socio-economic development,
which is carried out by the Ministry of Community Development and territories of
Ukraine.

The methodology for assessing the investment attractiveness of the regions
of the Kyiv International Institute of Sociology (hereinafter - the AIA
Methodology) was developed in partnership with the Institute for Economic
Research and Policy Consulting commissioned by the State Agency for Investment
and National Project Management of Ukraine. characteristics of the investment
environment of the regions of Ukraine; analysis of investment risks in the regions
of Ukraine; analysis of opportunities and obstacles for investment activities in the
regions of Ukraine. According to the AIA Methodology, the investment
attractiveness of an individual region is determined by a set of factors that can be
divided into "hard" and "soft" according to the criterion of invariability or
variability over time. Thus, the "hard" factors include factors whose effects cannot
be changed in the short term. The group of "soft" factors includes factors that can
change in a relatively short period of time and can create barriers to the
implementation of investment projects [8].

The analysis of the results obtained in accordance with the AIA
Methodology allowed us to draw the following conclusions. The general index of
investment attractiveness of Dnipropetrovsk region is 1.449991 points (fifth place
in the ranking of regions). Characteristics of some "hard" and "soft" factors of

investment attractiveness of Dnipropetrovsk region are given in Table 1.



Table 1. Results of estimating the factors of investment
attractiveness index of Dnipropetrovsk region

"Hard" factors "Soft" factors
Score in | Rating Score in | Rating
points points
Geographical location Business climate 1,484801 10
of the region
Natural resources | 1,804776 2 Efficiency of state | 1,441666 15
(water, land) bodies
Labor resources | 1,448385 21 Administrative 1,390229 21
(health) procedures
Labor resources | 1,425723 8 Observance of 1,363883 19
(education) property rights
Innovative potential 1,325525 13 Corruption 1,450608 9
Consumer segment 1,300669 Taxes and fees 1,584239
Business segment 1,452382 Openness of 1,660555 9
government
Infrastructure 1,451804 11 Business optimism 1,395972 16
Total by group 1,556339 2 Total by group 1,35091 14

Source: Constructed by the author according to [§]

Thus, from the point of view of assessing investment attractiveness, a
significant advantage of Dnipropetrovsk region is the "hard" factors, namely the
geographical location of the region and available natural resources. Together with
a group of "hard" factors, Dnipropetrovsk region ranks second in the ranking.
Dnipropetrovsk region is one of the regions with the largest area and ranks second.
The total area of the region is 3192 thousand hectares, of which 78.7% are
agricultural lands. Dnipropetrovsk region has seven neighbors-regions and belongs
to the internal territory of Ukraine, because it has no common borders with other
states. An important factor in investment attractiveness is the availability of natural
resources, the intensity of their extraction and use. Thus, Ukraine is among the
eleven countries with the largest reserves of iron ore in the world. The subsoil of
the state contains ore deposits, from which it is possible to obtain 140 million tons
of manganese, which is 22.2% of world reserves. At the same time, the main
reserves of these ores are concentrated in the Dnipropetrovsk region. Nickel ore

deposits are also located in the Dnipropetrovsk region [8]. It is important that the



largest waterway in Ukraine — Dnipro city - flows through the territory of
Dnipropetrovsk region.

According to the group of "soft" factors, Dnipropetrovsk region ranks only
fourteenth. Therefore, to increase the overall rating of investment attractiveness of
the region, first of all, it is necessary to pay attention to these factors by updating
the analysis of expectations of economic agents who make investment decisions.

The investment attractiveness of Dnipropetrovsk region was also analyzed
using the Methodology for calculating the investment attractiveness rating of the
city (region), which was developed by the Euro-Rating Agency (hereinafter - the
AER Methodology).

The AER methodology allows assessing the investment attractiveness of the
region and determining the practical results of the territories after attracting
investment. Euro-Rating surveys have been conducted quarterly since 2015 in 22
regions of Ukraine (excluding Donetsk and Luhansk regions and Autonomous
Republic of Crimea). The evaluation is carried out according to two groups of
indicators: 1) criteria that determine the investment activity of the city (region),
namely capital investments, foreign investment, the volume of construction work
performed; 2) criteria that determine the socio-economic effect of investment for
the city (region), namely the amount of wages, the commissioning of housing,
employment of the unemployed, the volume of services [9].

According to the AER Methodology, Dnipropetrovsk region consistently
ranks high in the national ranking. According to the evaluation scale, the obtained
points correspond to the levels of "maximum, more than 200 points" (2016, 2017,
2019), "high, 181-200 points" (2018) and "above average, 161-180 points" (2015).
Generalizations of the results of the rating assessment of investment efficiency of

Dnipropetrovsk region are shown in Fig. 1.
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Fig. 1 Results of rating assessment of investment attractiveness of
Dnipropetrovsk region according to the methodology of the agency

"Euro-Rating"
Source: Constructed by the author according to [9]

It should be noted that in accordance with the AER Methodology, the
assessment of investment attractiveness of the region is carried out on two groups
of indicators: 1) criteria that determine the investment activity of the region; 2)
criteria that determine the socio-economic effect of investment for the region. In
this case, the first group includes only three indicators (capital investment, foreign
investment, the volume of construction work), and the second four (wages,
housing, commissioning of the unemployed, the volume of services). In our
opinion, the system of evaluation indicators should be expanded.

In addition to the above methods to assess the investment attractiveness of a
region can also be used the results of monitoring the socio-economic development
of regions, which is published on its website by the Ministry of Community
Development and Territories of Ukraine [10]. Thus, according to the monitoring
results for 2015-2020, it can be stated that Dnipropetrovsk region consistently held
high positions in the national ranking (except for 2020). In 2019, the region took
the highest third place (see Figure 2).

From the point of view of the issue under consideration, it is important that
the Ministry of Development of Communities and Territories of Ukraine conducts
monitoring in certain areas: "1- Economic and social cohesion"; "2 - Economic
efficiency"”; "3 - Investment and innovation development and foreign economic

cooperation"; "4 - Financial self-sufficiency"; "5 - Development of small and



medium enterprises"; "6 - Labor market efficiency"; "7 - Infrastructure
Development"; "8 - Renewable energy and energy efficiency"; "9 - Availability
and quality of services in the field of education"; "10 - Availability and quality of
health services"; "11 - Social protection and security"; "12 - Rational use of nature
and environmental quality". In this case, each area is evaluated by a certain list of
indicators. This makes it possible to use monitoring results to assess the investment

attractiveness of the region.
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Fig. 2. The place of Dnipropetrovsk region according to the results of

monitoring the socio-economic development of the regions in 2015-2020
Source: Constructed by the author according to [10]

Thus, according to the analysis, Dnipropetrovsk region consistently ranks
high in the ranking of socio-economic development of regions in the direction of
"3- Investment and innovation development and foreign economic cooperation."
This direction of development is estimated by means of six indicators. In 2020,
Dnipropetrovsk region ranked second in two indicators, namely the volume of
capital investment (excluding investment from the state budget) per capita since
the beginning of the year (UAH 15,208.9) and the volume of exports per capita per
capita ($ 2,403.0). The share of sold innovative products of Dnipropetrovsk region
in the total volume of sold industrial products is only 0.2%. That is why, according
to this indicator, the region ranks penultimate in the ranking. In 2020, the capital
investment index for all regions of Ukraine was less than 100%, including 65.9%
for Dnipropetrovsk region by 2019.

Four components, which determine the place of Dnipropetrovsk region in

the national ranking of socio-economic development of regions, are consistently



important, significantly deviating from its overall level in the direction of increase.
Thus, the lowest (penultimate in 2020) place in the ranking of regions is observed
in the direction of "5- Development of small and medium enterprises." During the
analyzed period, Dnipropetrovsk region occupied 22-24 places in this area.
Dnipropetrovsk region also has consistently low positions in the direction of "12-
Rational nature management and environmental quality" (16-23 places).

For example, air quality can be determined by the Air Pollution Index (API),
which takes into account the degree of air pollution in the five priority pollutants.
Analyzing the dynamics of API in the cities of Dnipropetrovsk region, it should be
noted the following: API of the main cities that pollute the air of the region is quite
high, which consistently exceeds its average level; During the last three years, the
API of Kamianske and Kryvyi Rih has tended to increase. In 2020, the city of
Kamianske changed its position in the ratings for the level of air pollution in
accordance with the ISA indicator. Thus, in the national ranking, Kamianske rose
from the fourth position to the second, and in the regional - rose from second to
first. It should be emphasized that this situation is no exception. Unfortunately, in
the national ranking of Kamianske has recently consistently held high positions,
and in 2014, even first place [11].

Dnipropetrovsk region also has unsatisfactory positions in the areas of "9-
Availability and quality of services in the field of education" and "10-Availability
and quality of services in the field of health care". For example, in 2020 the region
ranked 21st and 18th in these areas, respectively. Thus, the growing dynamics of
these factors leads to a corresponding decrease in the position of Dnipropetrovsk
region in the overall rating (see Fig. 3).

It should be noted that although the AER Methodology and monitoring of
socio-economic development of the regions of Ukraine are based on a different
system of indicators, but they allow us to draw almost identical conclusions about
the investment attractiveness of Dnipropetrovsk region. For example, in 2017-
2019, the “high” scores according to the AER Methodology correspond to a high

place in the ranking of regions according to the monitoring results.
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Fig. 3. Dynamics of individual components of the rating of socio-

economic development of Dnipropetrovsk region
Source: Constructed by the author according to [10]

The high level of investment attractiveness of Dnipropetrovsk region
explains the fact that among the regions of Ukraine Dnipropetrovsk region has
consistently been a leader in attracting foreign investment. Thus, in the first half of
2021, the volume of foreign direct investment amounted to 5.4 billion dollars.
(12.7% of Ukraine), which were distributed by type of economic activity as
follows: 71.3% - industry; 14.7% - trade; 13.4% - services; 0.4% - agro-industrial
complex; 0.2% - construction. The largest investor countries are: the Netherlands
(40.8%), Cyprus (39.3%), Germany (11.4%). During this period, the foreign trade
turnover amounted to 8.5 billion dollars (13.9% of the total foreign trade turnover
of Ukraine): exports - 5.9 billion dollars; imports - 2.7 billion dollars. [12].

Conclusions. The investment attractiveness of individual regions is formed
under the influence of a number of factors. Some of these factors can be
characterized by statistical indicators that characterize various aspects of the socio-
economic environment of the region. This takes into account both indicators of
general economic development, indicators of the region's potential and risk factors.
The investment attractiveness of Dnipropetrovsk region is due to the following
factors: favorable geographical location; developed and diversified industrial
sector of the economy; high development of agro-industrial complex; high
scientific potential; availability of natural resources, etc. Among the factors that

negatively affect the investment attractiveness of Dnipropetrovsk region, first of



all, should be noted the significant depreciation of fixed assets, low-capacity

utilization, unfavorable environmental situation.
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