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MODERN SCALES AND STRUCTURAL DIMENSIONS
OF INVESTMENT COOPERATION BETWEEN UKRAINE AND FRANCE

The article describes the stages of investment relations development between Ukraine and France and their effect on the structure
of the Ukrainian economy. It's Based on a retrospective analysis of the basic tendencies and prospects of investment cooperation. Also
revealed promising projects and areas of cooperation between the countries. Investigated the problems of investment cooperation and
ways to solve them. Detected the role of French investments as a factor in the modernization of Ukraine’s economy.
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Dia6i A. CYYACHI MACLUTABU TA CTPYKTYPHI BUMIPU IHBECTULLIMHOIO CMNIBPOBITHULTBA YKPAIHU TA ®PAHLLI

Y cTatTi po3rnaHyTO eTany po3BUTKY IHBECTULLIMHMX BigHOCKUH YkpaiHu i ®paHuii Ta ix BNAYB Ha CTPYKTYPY YKPAIHCbKOI EKOHOMIKN.
Ha oCHOBi peTpoCneKkTUBHOrO aHanidy BU3HAa4e€HO OCHOBHI TEHAEHLIT Ta NepcnekTuBK iHBECTULIMHOI cniBnpaLi. Takox BUSBNEHO nep-
CMEeKTWBHI NPOEKTU i ranysi B3aemopii kpaiH. JocnimkeHo npobnemu iHBeCTULINHOTO cniBpoBITHALTBA Ta LWUNAXM iX BUpileHHs. HagaHo
OLiHKY poni opaHLy3bKuX iIHBECTULIN SK YAHHUKA MOAEPHI3aLLii EKOHOMIKM YKpaiHW.

KntouoBi cnoBa: MixxHapogHWUI pyx Kanitany, iHBECTULINHUIA KNiMaT, NpsiMi iHO3eMHi iHBecTuLi, IHBECTULiHE CcniBPOGITHULTBO.

Ava6u A. COBPEMEHHBIE MACLUTABblI U CTPYKTYPHbIE U3MEPEHUA WHBECTULMOHHOIO COTPYOHWYECTBA

YKPAUHbI U ®PAHLIMA

B cTaTbe paccMOoTpeHb! aTanbl Pa3BUTUS MHBECTULIMOHHBIX OTHOLIEHU YKpauHbl v GpaHLmv 1 NX BIIUSIHWE Ha CTPYKTYPY YKPaUHCKOM
9KOHOMWKW. Ha OCHOBE PeTpOCneKTUBHOMO aHanuaa onpeneneHbl OCHOBHbIE TEHAEHUMM U NEPCNEKTUBLI MHBECTULIMOHHOTO COTPYAHN-
yectBa. Takke BbIsIBMIEHbI NEPCNeKTUBHbIE MPOEKTLI M 0BnacTu B3auMoaencTsus cTpaH. VccrnegosaHsl NpobnemMbl MHBECTULMOHHOMO
COTPYAHWUYECTBA U NyTW UX pewweHus. OueHeHa posib )paHLy3CKUX MHBECTULMIA KaK (hakTopa MOAEPHM3aLMN SKOHOMUKM YKpaUHbI.

KniouyeBble cnoBa: MexayHapoaHoe ABWKEeHWe KanuTana, MHBECTULMOHHBINM KNUMaT, NpsiMble MHOCTPaHHbLIE MHBECTULMK, UHBE-

CTULUNOHHOE COTPYAHUYECTBO.

Statement of the problem. Investment relations
between Ukraine and France are essential for a sustain-
able development of the national economy, especially
in the current financial and economic crisis. It plays
an important, pivotal role in the promotion of their
national economic interests on the international arena
by developing an optimal model for the interaction and
complementarity of the national economic systems of

the two countries and for the implantation of their
reproductive systems in the international division of
labor and the global economy, as well as by ensuring
the effective utilization of international capital flow
channels by the countries.

Analysis of recent research and publications. Review
of Ukrainian-French external economic relationship
was the subject of analysis in the works of domestic
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scientists S. Sokolenka, S. Kruglik, Y.Voytka. Partly
attention to state regulation of external economic links
in Ukraine, strategy and tactics of European integra-
tion can be identified in the works of V. Andriychuku,
O. Bilorus, D. Luk’yanenko, I. Puzanov, A. Rumyant-
sev, V. Sidenko, V. Stepanenko, A. Filipenko, S. Tsyha-
nova, O. Sharova and others. Among foreign authors,
Y. Vinslav, V. Coplin, L. Korneki, P. Krugman, P. Sand-
ers, D. Hamilton, G. Schwarzenberger, D. Schneider and
others dedicated their research to the problem of for-
eign investment in developing and transition econo-
mies, the impact of the crisis on investment processes
in the global economy and the role of transnational cor-
porations in international investment processes. Thus,
the issue is still open and needs further research.

The purpose of the article is analyze of stages, dynam-
ics and peculiarities of investment cooperation between
Ukraine and France. Justify the necessity of intensive
attraction of direct foreign investment from France
in high-tech sectors of Ukraine’s economy to achieve the
objective of national economy modernization.

The main material. With regard to Ukrainian-
French cooperation in investment, first, it may be
viewed as a mechanism that, by embodying itself
in specific forms of interstate industrial cooperation,
enhances cooperation of Ukrainian and French enter-
prises in the production sphere and forms international
reproduction relations pertaining to the production
of a social product.

Second, with limited internal resources for eco-
nomic development, the engagement of foreign invest-
ment plays a critical role in dealing with the investment
slump and may be viewed as an instrument for bring-
ing in advanced technologies and innovations, mod-
ern management, marketing and production organiza-
tion methods, thus it is a powerful tool for Ukrainian
production and diversification of its exports pattern
which may bring Ukrainian-French economic relations
to a new advanced level of strategic partnership.

Finally taking into account French’s inclusion
the reproductive process of the EU member-states,
Ukrainian-French cooperation in investment and pro-
duction facilitates the development of reproductive
relations between the EU, France and Ukraine through
participation of not only Ukrainian and French, but
also European entrepreneurs in the production and
technological cycle. The context opens wide prospects

for Ukraine to become engaged in the reproductive pro-
cess of European Union countries through the devel-
opment of an effective model of cooperation in invest-
ment and production with France.

Furthermore, motivational advantages of effective
cooperation investment and production between Ukraine
and France may also include Prospects or expanding
Ukraine’s export of finished commodities not only to
the French, but also to the European markets (first and
foremost machinery and equipment markets) by a com-
paratively insignificant growth of the purchase volumes
of component parts, elements and units. Since strength-
ening its positions on the global markets through tra-
ditional trade channels is considerably complicated
for Ukraine in this present context due to escalating
competition and increasing, protectionism, cooperation
with French and European companies through deliveries
of primarily individual component parts and elements
is more effective than the sale of finished commodities
with the utilization of trade channels.

Research in the engagement of French investment
capital into Ukraine permits us to conclude that the
origin of the process virtually goes back to the collapse
of the USSR. However, business entities of both states
only became engaged in the Ukrainian-French invest-
ment cooperation in 1994. As the data in Figure 1 illus-
trates, the accumulative volumes of foreign direct
investment (FDI) in Ukraine’s economy kept constantly
growing from the very beginning and on January 2014
amounted to USD 57.0564 billion, thus surpassing the
relevant indicator for 1995 nearly 118 times. Con-
flict and geopolitical tension is pushing capital out of
Ukraine and on April 2015 FDI in Ukraine’s economy
has fallen down to USD 49.1501 billion.

With regard to the geographical pattern of foreign
capital investment in Ukraine’s economy, a total of
133 countries invested in Ukraine and as of 1 April
2015 the greatest volumes of FDI came from non-res-
idents from Cyprus (USD 11.6843 billion or 23.7 %),
Germany (USD 5.4214 billion or 11.03 %), the Nether-
lands (USD 4.9576 billion or 10.08 %), Austria (USD
2.2650 billion or 4.6%), Russia (USD 2.1986 billion
or 4.47 %), Great Britain (USD 1.8970 billion or 3.8%)
and the British Virgin Islands (USD 1.8461 billion of
3.7%), while investments from France were relatively
insignificant (USD 1,6890 million or 3.4%) (The State
Statistics Committee of Ukraine).
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Developed by the author [2]
*As of 1 April 2015

Dynamics of Foreign Direct Investment
in Ukraine’s Economy in 1995-2015

(from 1.99% in 1995 to 3.44%
in 2015). However, France’s
investment in Ukraine did not
considerably assist in dealing
with the deficit of investment
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resources in the state or contribute to its innovative
and technological development, did not trigger the cre-
ation of effective jobs or the elimination of regional
disproportions of social and economic development,
while in terms of significance for Ukraine’s economy,
France’s investment is essentially behind the capital
investments of such states as Germany, Cyprus, the
Netherlands , Great Britain or the Russian Federation.

Second, even though the absolute volumes
of Ukraine’s foreign investment in France are rel-
atively insignificant, its dynamics is characterized
by high indicators: in 1995-2015 absolute volumes
grew from USD 0 million to USD 0.2 million. At the
same time, in 2007-2014 the dynamics of Ukraine’s
FD1 in France were characterized by stagnation, as
the share of France as a recipient of Ukraine’s foreign
investment shrank from 0.082% to 0.002%.

With regard to the sector composition of France’s
investment in Ukraine’s economy, the largest-scale
investments of France are presently in the Financial
and insurance activities- 72.4% (Figure 2). French
investors were significantly interested in the sec-
tors of Ukraine’s economy that guarantee fast circu-
lation of capital, specifically domestic trade, as well
as finances, insurance and crediting. For instance,
in he middle of 1993 is created the first bank with abso-
lute foreign capital Critdit Lyonnais. It was the subject
of poor management during that period which almost
led to its bankruptcy. It was acquired by former rival
Credit Agricole in 2003. Open joint-stock company
«Credit Agricole Bank» is a universal bank owned by
one of the largest financial groups in Europe — Credit
Agricole Group (France). The regional network of the
Bank covers all regions of Ukraine with more than

170 points of sale. The Bank pays special attention
to cooperation with the companies of agribusiness. The
reliability and business reputation of Credit Agricole
in Ukraine confirmed the highest possible rating from
FITCH, 450,000 private and 30,000 corporate clients,
including small and medium-sized businesses, large
Ukrainian companies and international corporations[5].

Furthermore, another bank with French capital
operates in Ukraine — UkrSibbank, which serves approx-
imately 2 million of Ukrainians and has more than 700
branches in the country. In 2006 BNP Paribas bought
51% of UkrSibbank shares. BNP Paribas is a global
leader on the financial market, one of the world’s larg-
est financial groups having over-two-century long his-
tory and being present in about 80 countries. In 2009
the stake of the French group increased to 81.42% and
in 2010 to 99.99%. In August 2011, European Bank
for Reconstruction and Development (EBRD) com-
pleted a deal to buy 15% UkrSibbank’s shares. Thus,
the share of BNP Paribas totaled 84.99% . During the
period of strategic partnership with BNP Paribas,
UEkrSibbank has reached an absolutely new service level
and opened a new business line. Today it is a universal
bank that follows a balanced development strategy in
retail and corporate banking.

In the sphere of insurance activities, the company
AXA Insurance is one of the leaders in risk insurance
market in Ukraine. It’s a part of AXA Group (France).
Sixth consecutive year, AXA - Insurance brand Nel in
the world. Today in Ukraine of trust over half a mil-
lion customers. For the sixth consecutive year AXA
is an insurance brand N¢l in the world (according to
the international agency Interbrand). It is presented
at the Ukrainian insurance market since 2007. Today

Table 1

DYNANIICS OF UKRAINIAN-FRENCH DIRECT INVESTMENT IN 1995-2015
(at the beginning of period)

Foreign direct investment France’s share | Foreign direct investment in France, | Poland’s share

Year in Ukraine’s economy, USD millions in foreign USD millions in Ukraine’s

investment foreign
Total From France in Ukraine, % Total From France investment, %

1995 483.5 9.6 1.99 20.3 -

1996 896.9 11.3 1.26 84.1 -

1997 1,438.2 13.6 0.95 97.4 -

1998 2,063.6 18.1 0.88 127.5 -

1999 2,810.7 18.6 0.66 97.5 -

2000 3,281.8 33.7 1.03 98.5 -

2001 3,875.0 39.9 1.03 170.3 -

2002 4,555.3 24.2 0.53 155.7 -

2003 5,471.8 40.1 0.73 144.3 -

2004 6,794.4 59.2 0.87 166.0 -

2005 9,047.0 79.0 0.87 198.6 - -

2006 16,890.0 87.9 0.52 219.5 0.0 0.000

2007 21,607.3 830.3 3.84 243.3 0.2 0.082

2008 29,542.7 1,044.8 3.54 6,196.6 0.2 0.003

2009 35,616.4 1,231.2 3.46 6,203.1 0.2 0.003

2010 40,053.0 1,630.8 4.07 6,226.3 0.2 0.003

2011 44,806.0 2,367.1 5.28 6,868.3 0.2 0.003

2012 50,333.9 2,260.4 4.49 6,899.7 0.2 0.003

2013 55,296.8 1,766.6 3.19 6,483.3 0.2 0.003

2014 57,056.4 1,700.0 2.98 6,597.4 0.1 0.002

2015 53,997.7 1,798.4 3.33 6,561.2 0.2 0.003

2015%* 49150.1 1,689.00 3.44 6484.7 0.1 0.002

* - as of 1 April 2015

Source: Calculated and drafted by the authors on the basis of the data of the State Statistics Committee of Ukraine //

www.ukrstat.gov.ua
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in Ukraine, over half-million of customers have trust
in the company. The regional network of insurance
company AXA Insurance is represented in more than
200 cities in Ukraine, and agency network consists
of more than 2,800 agents.

At the same time, financial contributions in the
industrial sector; retail and wholesale trade, repair
of vehicles and motorcycles; transport, warehousing,
postal and courier activities; agriculture, forestry,
fishery and others sectors presently do not exceed
12.5 %, 11.2 %, 1.5% and 2.4 % of the total French
investment in Ukraine respectively (figure 2). Thus,
one may ascertain that France’s investment in Ukraine
has a limited impact on the economic development
of the country.

Transport, warehousing,
postal and courier
activities 1,5 %

Agriculture, forestry,
fishery and others 2,4 %

Retail and wholesale
trade; Repair of vehicles
and motorcycles

11,2%

Figure 2. Direct foreign investment in Ukraine
from France as of 1 April 2015
by type of economic activity

Developed by the author [2]

The strategy of French investors for penetrating and
consolidating domestic capital in Ukraine’s economy
gives significant consideration to the establishment of
joint ventures with Ukrainian partners. According to
statistics, joint French-Ukrainian ventures presently
don’t represent a prevailing form of France’s direct
investment in Ukraine.

With regard to the benefits and weaknesses of
Ukrainian-French investment cooperation in the form
of joint ventures for economic entities of Ukraine,
the following should be included in the benefits: oppor-
tunities for raising material and financial resources
which are part of the enterprise’s fixes assets and
do not require payment: consolidation of interests of
the Ukrainian and French partners, which implies
motivation, commitment to the improvement of pro-
duction and market penetration: as well as opportuni-
ties for the free promotion of goods produced at such
enterprises in third countries’ markets (first and fore-
most, post-Soviet states and the European Union).

A pragmatic approach to the strategy of Ukrainian-
French economic cooperation permits the determi-
nation of priorities in co-production that involves
Ukraine and France. For instance, inter-state coop-
eration in agriculture has broad prospects for devel-
opment. Such cooperation could be enhanced creat-
ing joint ventures for cultivating agricultural crops
(sugar beets and sunflower) with the application of
French technologies and Ukraine’s supply of raw
materials and subsequently entering third countries’
markets; food processing; constructing storage facili-
ties; arranging co-production of machinery and equip-
ment in Ukraine for the mechanization of technolog-
ical processes in vegetable fanning, gardening and
livestock; organizing the agricultural market; deliver-

ing low-capacity slaughterhouses, bakeries and grind-
ing mills by French partners; staff training; creating
and ensuring the operation of new organizations for
the state; regulation of the agrarian market, privat-
ization of state agricultural enterprises, moderniza-
tion and re-structuring of agriculture, etc.

French companies have a strong presence in the pro-
duction of seeds and grain in Ukraine. Companies such
as Euralis, agro-industrial group Mais-Adour, Soufflet,
Malteurop have their own capacities and are influen-
tial players in the domestic grain market. Other com-
panies, such as Limagrain, Agri-obtention have their
representative offices in Ukraine and consider the pos-
sibility to start production activities. In Ukraine large
french groups - manufacturers of dairy products Lacta-
lis, Danone, are very well presented. They have several
factories and trademarks. In the production of cheese
should be noted the company Bel and Bongrain [1].

Bilateral cooperation in agriculture contributes to
the activities of the French-Ukrainian agricultural
club, which, in particular, encourages and helps the
arrival of new investors in the sector.

France stands ready to assist Ukraine in the imple-
mentation of system of agricultural products certifica-
tion in accordance with EU standards and share expe-
riences in the fields of genetics and biotechnology.
Significant opportunities exist in the field of import
to Ukraine of high-quality agricultural equipment, in
which French companies and manufacturers are contin-
uously increasing their share, but it’s still inferior to
companies in Germany, USA and Netherlands.

At the same time the development of Ukrainian-
French cooperation in production in the pharmaceutical
industry also offers prospects. For instance, investment
may be used for the implementation of joint projects
in the production of vitamins and multi-vitamins on
the basis of concentrated juice, fruits and vegetables,
microelements and sorbents: bacterial preparation
and vaccines; cardio-vascular and anesthetic agents:
non-fusion solutions and generic drugs.

The production and sale of construction materials
is another sphere of investment and production cooper-
ation between Ukrainian and French economic entities.
The high prospects of such cooperation emerge from,
on the one hand, the dynamic development of construc-
tion and home, renovation in Ukraine and, on the other
hand, a wide assortment, high quality and reasonable
prices of construction materials produced in France.

In the context of the promotion of Ukraine’s
and France’s national economic interests, enhancing
cooperation and implementing investment projects
in the energy sector becomes particularly relevant. In
Ukraine is well aware such French companies as Schnei-
der Electric, Francem, Electricite de France (EDF),
Gaz de France (GDF ), Alstom. Companies offer advi-
sory services, technical solutions, participate in the
modernization of energy infrastructure. Particularly
noteworthy the possibility of bilateral cooperation
in nuclear energy and nuclear safety, which is very
developed in France.

Since 2030 Ukraine plans to increase nuclear power
capacity, the current task for the state is the construction
and commissioning of new reactors service life extension
of existing facilities and the development of deposits of
uranium ore. In all these areas the cooperation is promis-
ing with French companies as Areva, EDF, Alstom.

The French company Novarka is the principal devel-
oper and implementer of the project New Safe Confine-
ment (NSC) «Shelter» of the Chernobyl nuclear power
plant. The relevant contract was signed in 2007.

Bunyck 13. Yacmuna 2. 2015
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Bilateral cooperation in aviation and the mili-
tary-technical field is also positively developing.
Software-engineering solutions of Dassault Company
is used by The Antonov Aeronautical Scientific-Tech-
nical Complex. A number of French companies, includ-
ing Thales, Crouzet Automatismes participate in the
modernization of aircraft «An» (AN-74, AN-70 and
others.), which are equipped with their modern avi-
onics and in the production of promising new models.
Since 2008 Ukraine participated in the Franco-Brit-
ish helicopter initiative, which provides, in particu-
lar, the modernization of Ukrainian military helicop-
ter fleet. Modern avionics on helicopters sets French
Ukrainian Company Sagem [1].

Conclusions. The cooperation in investment and
production is a critical component of the strategic part-
nership between Ukraine France economic sphere. The
intensification of inter-state investment cooperation
between Ukraine and France is possible only through
the transition of Ukrainian-French business entities

from mere trade activities to investment and produc-
tion activities. Such form of cooperation must include:
enhancement of the manufacturing presence of French
partners on the Ukrainian market: broader participa-
tion of French enterprises in privatization processes in
Ukraine; France’s investments in top-priority sectors
of Ukraine’s economy (the energy complex, coal-min-
ing, chemical and oil-refining industries and food pro-
cessing).
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