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ANNOTATION

The importance and significant role of state capital investments
in socio-economic development are proved. Using the correlation
and regression method, the relationship between the share of state
capital investments and key socio-economic indicators, such as
GDP growth rate, export, industrial production index, real wages,
was analysed. It was proved that there is a significant link between
most of these indicators and the fact that a state is an important
investor for the economy. It was found that a higher state share
in the structure of investors contributes to the overall economic
growth. Therefore, the state’s share in the structure of capital in-
vestments should approach the 6% level, and its decline leads to
the decline in production, which negatively affects the quality of
life and well-being and also the development of the economy as
a whole.

Key words: capital investments; state investment; GDP; so-
cio-economic development.

AHOTALIA

Y cTatTi gocnigxytTbes npobnemu 34iiCHEHHS OepXKaBHUX
KanitTanbHUX iHBECTULI B YKpaiHi, iX 3Ha4yeHHs Ta ponb B COLj-
anbHO-€KOHOMIYHOMY pPO3BUTKY. 3a [OMOMOrOK  KOpensuiiHo-
perpeciiHoro metogy Oyno npoaHanizoBaHO B3aEMO3B’S30K Mix
YaCTKOK AepXXaBHUX KaniTanbHUX IHBECTULIN Ta KIOYOBUMU CO-
LjianbHO-eKOHOMIYHUMW  iHOMKaTopaMu, 30KpemMa TeMnoM pocTy
BBI1, ekcrnopTtom, iHOEKCOM MPOMWCIOBOI NPOAYKLi, pearnbHO
3apobiTHoo nnaTtot B YkpaiHi. [loBeaeHo, LIO iCHYe CyTTeBWiA
3B'A30K MiXX 3a3Ha4YE€HNMM NOKa3HMKaMK Ta Te, Lo AepXaBa € Bax-
NMBUM iHBECTOPOM A1 EKOHOMIKM.

KnrouoBi cnoBa: kanitanbHi iHBECTULi; AepXaBHi iHBeCTUL;
BBI1; couianbHO-eKOHOMIYHWI PO3BUTOK.

AHHOTALUA

B cratbe nccnenytotcs npobnembl OCyLECTBNEHWS rocyaap-
CTBEHHbIX KanuTanbHbIX MHBECTULMIA B YKpauHe, UX 3HavyeHue un
ponb B coLManbHO-9KOHOMUYECKOM pa3suTun. C NOMOLLBIO KOp-
pPensLMOHHO-PErPECCMOHHOTO MeToAa BbiNo npoaHanMa3nupoBaHo
CBA3b MeXay Aornev rocyaapCTBEHHbIX KanuTasbHbIX MHBECTULIMIA
N KIIOYEBLIMY  COLIMANbHO-3KOHOMUYECKUMU  UHAMKaTOpamu, B
yacTHocTu, Temnom pocta BBI, akcnopTom, MHOEKCOM NPOMBbILL-
NEHHON NPOAYKUMK, pearbHoW 3apaboTHON nnaton B YkpawHe.
[lokasaHo, 4YTO eCTb CyLleCTBEHHAs CBA3b MeXAy YKasaHHbIMU
rokasaTensmu, a Takke TOo, YTO roCy4apCTBO SBMASETCH BaXHbIM
MHBECTOPOM A 9KOHOMUKM.

KntouyeBble cnoBa: kanutanbHblii MHBECTULMM, FOCYAAPCTBEH-
Hble nHBecTuumm, BBI, coumanbHo-akoHOMUYEeCKoe pas3suTue.

Introduction.

To overcome the deep economic crisis, achieve
and sustain economic growth, and ensure the
kindness of the entire population growth, an ac-
tivisation of the investment process is essential.
Capital investments can significantly improve
thre functioning of existing plants and equip-
ment and their intensive reproduction, strength-
en productive activities in the real sector of the
economy. World practice shows that proportions
between public and private investment influence
largely the efficiency of long-term financing of
new facilities’ construction and upgrading exist-
ing ones. This determines the need for studies of

the relationship between the state share in capital
investment structure and the key indicators of
the socio-economic situation of a country. The de-
termination of such factors and strength of their
influence will allow us to predict and manage the
investment processes at the state level more ef-
fectively.

Analysis of the problem research state. Prob-
lems of the relationship between state capital in-
vestment and socio-economic development of a
country are reflected in numerous scientific pa-
pers of scientists from all over the world such
as N. Basetto, V. Lepetyuk [1], L. Klivdenko,
Y. Prokopyshin [2], N. Kovtun [3], S. Tymkiv [4],
V. Gaspar [5] and many others. However, despite
the significant amount of research, some prac-
tical aspects of public investment impact on the
socio-economic development of a country are not
disclosed fully, which limits the possibilities of
effective prediction and control.

The research aim of the paper is to study the
role and importance of state capital investments
in Ukraine and how their proportion in the total
investment influences important indicators of so-
cio-economic development.

Results. A state can have a significant im-
pact on socio-economic conditions, stimulating
or constraining investment policy, increasing or
reducing budgetary capital investments. An in-
vestment activisation in a public sector leads to
an increased demand for labour and investment
goods, both in public and private sectors, in all
spheres of the economy [1].

A state through its investments creates a mul-
tiplier effect of the growth of a national product,
which in turn activates the induced investment.
The state is actually the only viable entity that
stands on a guard over the national economic in-
terests. So, it plays a key mobilization role in cap-
ital accumulation for the dynamic development of
the socially oriented economy.

In order to provide an expanded reproduction
of capital and social infrastructure, domestic en-
terprises need essential investments — it is the
monetary value of investments in the reproduc-
tion of fixed and current assets, which consist of
the cost of reconstruction, expansion, technical
re-equipment of existing and new enterprises, as
well as replacement of new assets that have been
disposed of. The sources of such activities are
quite diverse [2]. We considered the structure of
capital investments financing in Ukraine in re-
cent years (Table 1).
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As we can see from the table, there were no-
ticeable changes in the structure of sources of
capital investments financing during the analysed
period. The largest share in 2013—-2017 belonged
to own funds of enterprises and organizations,
and has been growing, reaching in 2017 the level
of 69.4 % . Funds for public housing construction
with a share of 8-12%, as well as loans with a
share of 7-16%, are also significant sources. Re-
garding the state budget, in 2013 its share was
about 6.3% , however, during the analysed period
it has decreased to 2.3%, showing in 2015 the
record low value of 0.7% . That is due to the com-
plex economic and military-political situation in
Ukraine in this period. Local budgets, on the con-
trary, slightly increased in the structure (from
3.4 to 7.1%). The sharp decline in state presence
in a structure of investors points on the excessive
autonomy of economic processes in the country,
lack of state’s interest in its own economy invest-
ing. The dynamics of state capital investments in
absolute terms was also considered (Fig. 1).

The total volume of capital investment in
2013—-2017 increased significantly — by 62436 mil-
lion UAH. 2014 and particularly 2015 are char-
acterized by a remarkable reduction in the funds’

volume. Investments from the state budget had
decreased threefold — from 16.5 billion UAH to
7.5 billion UAH, what is particularly rapidly not-
ed since the beginning of 2014. This trend gen-
erally leads to the outflow of private investment
and to the reduction of the level of the national
economy’s investment attractiveness.

Scientists came to the conclusion that even mi-
nor changes in the dynamics of public investment
can have a big impact on the economic develop-
ment of the country. In our opinion, a comparative
analysis of indicators of Ukraine’s socio-economic
development should be carried out and, namely,
whether the share of budget investment in recent
years is connected with the indicators of GDP, ex-
ports, real wages and industrial production index.

We have formulated two hypotheses about the
effect of the public investment share in their to-
tal amount in Ukraine on economic and social pro-
cesses:

1) an increase in the state’s share in the struc-
ture of capital investments contributes to the
growth of GDP. Under the hypotheses, we con-
sidered two indicators: the volume of annual GDP
(billion UAH) and the change in annual GDP (in
percent);
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Fig. 1. Financing of capital investments in Ukraine in 2013—2017 [6]

Table 1
The structure of sources of capital investments financing in Ukraine in 2013—2017, % [6]
Sources of funding 2013 2014 2015 2016 2017 2(3‘*7";?)“2‘3‘13
Total 100.0 100.0 100.0 100.0 100.0 0.0
including
state budget 6.3 2.5 0.7 2.4 2.3 -4.0
local budgets 3.2 2.8 2.6 4.9 7.1 3.9
own funds of enterprises and
organizations p 59.2 63.4 71.5 67.4 69.4 10.2
bank loans and other loans 16.1 14.8 8.8 7.3 7.1 -9.0
funds of foreign investors - 1.6 2.7 3.1 2.9 2.9
public fur_lds for individual housing 8.3 11.9 10.5 12.1 8.9 0.6
construction
other sources of funding 6.9 3.7 3.2 2.8 2.3 -4.6
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2) a significant share of the state in the capital
investments structure has a positive impact on
key parameters of socio-economic development.
Under the hypotheses, we investigated three indi-
cators (annual percentage change), in particular:
an index of industrial production; real wages; ex-
port of goods and services.

The results of the study regarding confirma-
tion or refusal of our hypotheses about the effect
of public investment on the economic and social
development of Ukraine will be presented graph-
ically (Fig. 2, 3).

Fig. 2 shows that the trend of the public capi-
tal investments’ share does not correspond to the
growth rate of GDP in percentage terms. A con-
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nection between these indicators is weak (the cor-
relation coefficient when selecting an exponential
function is 0.17). There is not also a significant
relationship between the annual GDP of Ukraine
and the share of state capital investment in their
overall structure. The correlation coefficient
when using the exponential function is 0.14.

The comparative analysis of the share of state
capital investments and an industrial produc-
tion index (Fig. 3) showed that the relationship
between these two indicators is characterized
be middle density since the correlation coeffi-
cient is 0,5. Therefore, for any changes in cap-
ital investments of the state, a response of the
industrial sector is evident and direct. The dy-

Fig. 2. The relationship between the rate of GDP growth, the annual GDP
and the share of state capital investment in Ukraine in 2013—-2017
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Fig. 3. The relationship of industrial production index, the rate of export growth,
the rate of real wages growth, and the share of public funding for capital investment in Ukraine in 2013—-2017
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namics of export growth and real wages during
2013-2017 was very similar to that — there was
an overall gradual decline, especially in the pe-
riod of 2014-2015, which is consistent with the
dynamics of the public capital investment share.
The link between exports increase and govern-
ment capital investment is weaker than between
the other two indicators of the hypothesis, but
it is statistically significant since the correlation
coefficient is 0.44. Rather tight, in turn, was the
relationship of the indicator and the growth in
real wages (correlation coefficient was 0.52).

Therefore, the second hypothesis, in contrast
to the first, is fully confirmed, and there is no
doubt about the fact that the value of a state as
an investor in the national economy is significant
and should not be underestimated. A significant
state presence in a composition of investors is
committed to fostering not only economic devel-
opment but also social development of Ukraine.
Reducing the specific weight of state capital in-
vestment minimizes important economic levers of
state influence on the economy’s real sector.

The obtained equations can be effectively used
in practice for forecasting purposes and public fi-
nance management. The conducted study allowed
concluding that for the country’s development
the best situation was with public investment in
2013 when their share was 6.3% . During this peri-
od, the best indicators of GDP and other important
investigated socio-economic indicators were ob-
served. This means that in modern conditions the
state should make efforts for a maximum increase
in capital investment beyond the specific edge.

We believe that for Ukraine the formation of
clear goals of public investment is also extreme-
ly important — that will maximize socio-economic
benefits. The main problem today in this coun-
try, despite the declared transition to an invest-
ment-innovative model of development, is an ab-
sence of such priorities.

The Declaration of the goals and objectives of
the budget, compiled every year, noted that the
budgetary policy will be aimed at creating con-
ditions for a decisive overcoming of consequenc-
es of financial crisis, an effective fiscal policy,
the transition to an investment-innovative model
of economy’s development, an increasing of em-
ployment and wages, a promoting of price and
exchange rate stability [4]. However, in practice,
according to the very low share of capital invest-
ments, these goals are not achieved.

It is worth noting that the investment bud-
get is always a choice between supporting the real
sector of the economy and its competitiveness, or
the social sphere. Furthermore, the total value of
these investments is an indicator of the level of
state intervention in economic processes.

Conclusions. In modern economic theory, there
has been some consensus in the understanding that
budgetary investments have value, but this value
should not be exaggerated. Such investments are
the most appropriate to the development of infra-

structure (natural monopolies, communications,
transportation), which in turn stimulates private
investments [3].

Thus, it was found that the higher state’s share
in the structure of investors contributes to the over-
all economic growth; therefore, the state is an im-
portant investor. Moreover, the state’s share in the
structure of capital investments should approach
the 6% level, and its decline leads to deterioration
in the maintenance of the enterprise funds and, as
a result, to the decline in production, which nega-
tively affects the quality of life and well-being and
also the development of the economy as a whole.

Further directions of scientific study of gov-
ernment’s influence on socio-economic processes
may be connected with an analysis of other devel-
opment indicators, which were not investigated,
and also with comparing results for Ukraine with
other countries.

BIENIOrPA®IYHUIA CMUCOK:

1. Basetto M. Government investment and the European stability
and growth pact [Electronic resource] / M. Basetto, V. Lepetyuk //
NBER Working Paper 13200. — 2007. — Access mode:
http://www.nber.org/papers/w13200.pdf. — Title from the screen.

2. KnisgeHko J1. M. Ponb Ta 3Ha4yeHHsi OIOKETHUX iHBECTULI B
couianbHO-eKOHOMIYHOMY pO3BUTKY YKpaiHu [ENeKTpoHHWI pe-
cypc]/J1. M. KniegeHko, FO. b. MpokonuwuH. — Pexum gocTyny:
http://www.economy.nayka.com.ua/?op=1&z=1098.

3. IcaeBa O. B. BnnvB fepxaBHMUX iHBECTMLIN HA €KOHOMIYHMNI
possutok / O. B. IcaeBa // AkTyanbHi NUTaHHsA iHaHCOBO-EKO-
HOMIYHOTO PO3BUTKY [ep>KaBu Ta perioHiB: 3BipHUK Te3 Hayko-
BWX pOBIT yyacHwukiB MixkHapogHOi HayKOBO-NPaKTUYHOT KOHGe-
peHUii ansa CTyaeHTiB, acnipaHTiB Ta MOnoaux y4eHux (M. Kuis,
20-21 yepsHs 2014 p.). Y 2-x yactuHax. — K. : AHaniTu4Humn
ueHTp «HoBa ekoHomikay, 2014. — Y. 2. — C. 110-114.

4. KoBTyH H. B. CtaTuctnyHe AOCRiXEHHS IHBECTMLIAHOMO Npo-
Liecy Ta iHBECTULIVHOI [isnbHOCTI: Teopis, METOQONOris, Npak-
TuKa : MoHorpadis. — K.: Hayka Ta iHHoBauii, 2011. — 441 c.

5. OepxaBHa cnyxba cratuctuku YkpaiHn [ENeKTpoHHun pe-
cypc]. — Pexxum pgoctyny: https://ukrstat.org/uk. — Ha3ea 3 ekpaHy.

REFERENCES:

1. Basetto, M. & Lepetyuk V. (2007) Government investment and
the European stability and growth pact // NBER Working Paper
13200. Retrieved from http://www.nber.org/papers/w13200.pdf.

2. Klivdenko L. & Prokopyshyn Yu. (2014). The role and val-
ue of budget investments in socio-economic development of
Ukraine. Retrieved from http://www.economy.nayka.com.ua/
?0p=18&z=1098 (In Ukr.).

3. Kovtun N. (2011) Statistical investigation of investment process
and investment activity: theory, methodology, practice : mono-
graph. Kyiv, Science and innovations, 441. (In Ukr.).

4. Tymkiv S. (2015) Capital investments and their influence on
the economic development of the regions of Ukraine. Retrieved
from http://ird.gov.ua/sep/sep20154(114)/sep20154(114)_065_
TymkivSM.pdf (In Ukr.).

5. Gaspar V. and others (2015) Making public investment more
efficient / IMF. Retrieved from http://www.imf.org/external/np/
pp/eng/2015/061115.pdf.5.

6. State Statistic Service of
https://ukrstat.org/uk (In Ukr.).

Ukraine. Retrieved from



426 KnacnuHuii npuBaTHMIA yHiBEpCUTET

Babina O.V.

Candidate of Economic Sciences, Senior Instructor,
Educational and Research Institute of Business Technologies
“UAB” of Sumy State University

STATE CAPITAL INVESTMENT AS AN IMPORTANT FACTOR
OF SOCIO-ECONOMIC DEVELOPMENT OF UKRAINE

In modern economic theory, there has been some consensus in the understanding that budgetary
investments have value, but this value should not be exaggerated. Such investments are the most ap-
propriate to the development of infrastructure (natural monopolies, communications, transportation),
which in turn stimulates private investments.

The importance and significant role of state capital investments in socio-economic development are
proved in the article. Using the correlation and regression method, the relationship between the share
of state capital investments and key socio-economic indicators, such as GDP growth rate, export, in-
dustrial production index, real wages, was analysed.

It was proved that there is a significant link between most of these indicators and the fact that a
state is an important investor for the economy. It was found that a higher state share in the structure
of investors contributes to the overall economic growth.

Therefore, the state’s share in the structure of capital investments should approach the 6% level,
and its decline leads to the decline in production, which negatively affects the quality of life and
well-being and also the development of the economy as a whole. The obtained equations can be effec-
tively used in practice for forecasting purposes and public finance management.
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