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Foreword
In 2016 Ukraine
		became the 47th adherent to the OECD Declaration on International Investment and Multinational Enterprises. This adherence bears witness to the determination that Ukraine holds towards its integration into the world economy and promoting responsible business conduct.
As adherent to the Declaration, Ukraine commits to providing national treatment to foreign investors
			and promoting responsible business conduct. In turn, it benefits from similar assurance from other adherents to treat Ukrainian investors abroad fairly and to encourage their multinational enterprises operating in Ukraine to contribute to economic, social and environmental progress. In accordance with the OECD Guidelines for Multinational Enterprises, an integral part of the OECD Declaration,
			Ukraine has committed to establish a National Contact Point charged with promoting principles and practices embodied in the Guidelines, handling related enquiries in the national context and supporting mediation and conciliation procedures. 
 The Investment Policy Review of Ukraine was undertaken under the aegis of the OECD
				Investment Committee and as part of the OECD-Eurasia Competitiveness Programme. This publication draws on the report supporting the examination by the Investment Committee of Ukraine’s application for adherence to the OECD Declaration. The examination of Ukraine’s investment policies took place in December 2015 at the OECD headquarters in Paris in the presence of a delegation
				from Ukraine led by Ms.Yliiua Kovalyv, First Deputy Minister of Economy and Trade. 
The report was prepared by a team led by Andrea Goldstein and Frédéric Wehrlé, Senior Policy Analysts in the Investment Division of the OECD Directorate for Financial and Enterprise Affairs and including Tihana Bule, Antoine Comps and John Hauert, under
					the supervision of Ana Novik. It has benefited from the Investment Committee’s discussions and comments from the OECD Secretariat, including the secretariats of the Anti-Corruption Network for Eastern Europe and Central Asia and the Committee on Corporate Affairs, and the Global Relations Secretariat. The team thanks Deloitte Central Europe for the data of its Central Europe Top 500
					rating.
The team is grateful for the financial support received from Sweden. 
This report is made possible by the generous support of the American people through the United States Department of State. The contents are the responsibility of the OECD and do not necessarily reflect the views of the Department of State or the United States
						Government.
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Executive summary
The 2016 Investment Policy Review of Ukraine assesses the
																																					country’s ability to comply with the principles of openness, transparency and non-discrimination and its policy convergence with the OECD Declaration on International Investment and Multinational Enterprises, including responsible business conduct practices, which Ukraine adhered to in 2016. It also considers the interaction and coherence of
																																					Ukraine’s investment policy with other areas such as investment promotion and facilitation, infrastructure and financial development. In doing so, it evaluates progress made by Ukraine in response to the recommendations of a previous Review conducted in 2011.
In the past few years, Ukraine has made significant progress in
																																						improving its investment policy framework. Ukraine’s investment legislation includes the principle of non-discrimination of foreign investment and general provisions on foreign investment protection. Over the past two years, continuous efforts have been made to simplify establishment and licensing procedures. New policies have also been enacted for the
																																						purpose of creating a more transparent and efficient environment for public procurement. Ukraine also introduced significant tax reforms in 2015 resulting in better tax transparency.
The exceptions to the National Treatment instrument notified by Ukraine are limited. Ukraine maintains exceptions to national treatment for
																																							established foreign-owned companies for access to land and forests and in the following sectors: news information agencies, television and radio broadcasting, maritime transport and cabotage, and in the area of privatisation. Overall, the country ranks rather well in the OECD FDI Regulatory Restrictiveness Index with a
																																							legal regime for foreign direct investment more open than the average of non-OECD countries covered by the Index. Ukraine nevertheless ranks above the OECD average, a score that reflects in part the fact Ukraine still applies several transectoral and sectoral restrictions on national security grounds, which qualify for
																																							measures described in the Declaration.
Ukraine has also recently undertaken important policy reforms in many of the areas covered by the OECD Guidelines for Multinational Enterprises (Guidelines). The government has developed a comprehensive framework and has ratified the main instruments relating to human rights and labour
																																								rights. A new service has been set up to ensure consumer protection. Reforms have also led to the establishment of disclosure and, in general, corporate governance requirements, although further measures are needed to ensure corporate transparency and accountability. As an adherent to the Declaration, Ukraine has committed to further promote the Guidelines
																																								and establish a dedicated National Contact Point (NCP) in the Ministry of Economic Development and Trade to this effect. NCPs have the mandate to promote the Guidelines, and to address issues related to the observance of the Guidelines in specific instances, including receiving complaints related to the non-observance of the Guidelines by an enterprise
																																								operating in or from an adherent.
Many of these reforms illustrate willingness on the part of the Ukrainian authorities to take practical measures to improve the overall business climate and attract more foreign investment. Despite indisputable efforts by the authorities in this area, foreign investment flows to Ukraine have
																																									nevertheless proven particularly volatile in a context of an adverse geopolitical environment. In addition, investors’ perception gap in evaluating the country’s liberalisation achievements, combined with recurrent concerns about corruption and insufficient infrastructure development has been an important investment impediment to
																																									Ukraine.
This Review of Ukraine, which reflects an examination of the country’s investment policy conducted by the OECD Investment Committee in December 2015, is based on the laws, regulations and other materials supplied by Ukraine. It is also based on information obtained by the OECD Secretariat during three technical
																																										missions to Kyiv, in May, September and November 2015, during which the Secretariat met with representatives of the Ukrainian public administration, the private sector and representatives of adherents. Ukraine will report on progress in improving its regime for FDI pursuant to the OECD National Treatment instrument and in improving the overall business
																																										environment to the Investment Committee before the end of 2017. On this occasion, Ukraine will also report on action taken to establish and build capacity of its National Contact Point.


Assessment and recommendations

Since 2014, Ukraine has deployed significant efforts to improve its investment environment. Ukraine’s post-Maidan authorities have been moving forward with a reform agenda to create a welcoming business
																																												environment. In parallel, ongoing economic and social reforms that aim to bring Ukraine closer to international standards in fields such as human rights or labour relations are important steps in shaping and strengthening the country’s policy that promote sustainable development and responsible investment.

Ukraine’s policy framework for investment

Since 2011, Ukraine has been wracked by a period of severe political and economic turmoil that culminated in unprecedented tensions with its Russian neighbour in 2014. The situation in the
																																														Autonomous Republic of Crimea and in Eastern Ukraine remains extremely complex, with important economic and financial implications. While external forces triggered these events, this young democracy suffers from a deeper malaise of destructive policies and corruption. 

During this crisis, Ukraine has upheld the generally
																																															open stance that has characterised legislation since the country gained independence in 1991. This includes introducing the principle of non-discrimination of foreign investment and enhancing general provisions to protect it, including against nationalisation and changes in relevant legislation as well as guarantees for compensation and the
																																															repatriation of profits. Protection against expropriation is guaranteed by the Constitution and conditions and procedures are stipulated in the 1996 Foreign Investment Regimes Act as well as in legislation addressing private land, national defence-related legislation and privatisation laws.

At the same time, Ukraine still
																																																applies some restrictions on foreign investment, which qualify for the list of exceptions to national treatment and measures reported for transparency in the meaning of the OECD Declaration on International Investment and Multinational Enterprises. As a result of these statutory restrictions, Ukraine has a score on the OECD FDI Restrictiveness Index (a measure of statutory restrictions on foreign direct investment) higher than the OECD average, albeit lower than the average of non-OECD countries. Public monopolies still apply in some significant sectors such as energy transport, transmission of electricity, supply and distribution of water
																																																centralised heating supply, and railways.

In the scarcely two years since a new attempt at economic reforms was launched in earnest, the reform momentum has grown stronger and Ukraine has achieved quite important progress in introducing a modern legal framework that is conducive to investment in general and foreign
																																																	direct investment (FDI) in particular. The ratification of the Association Agreement with the European Union and preparation towards full implementation of its economic part – the Deep and Comprehensive Free Trade Area – in January 2016 have provided an anchor for many different measures. 

New legislation
																																																		aiming at simplifying business registration procedures and cleansing government procurement is in place. Ukraine has now a comprehensive framework regulating public procurement. Developed in the framework of the EU-Ukraine Association Agreement, it is largely modelled on the 2004 EU Procurement Directives and has been designed to streamline and
																																																		facilitate government procurement in Ukraine. Public procurements are open to foreign and domestic economic operators on an equal basis. A dedicated web portal (www.tender.me.gov.ua) is run by the Ministry of Economic Development and Trade, which places advertisements about
																																																		upcoming public procurement. E-procurement practices are increasingly being used and should soon be generalised.

To address corruption, in particular in the judiciary, judicial reform is underway: the powers of the Supreme Court were enhanced and new rules now apply to the selection and disciplining of judges. Ukraine
																																																			has also begun to reform its independent prosecutors. To cope with commissioned tax-related criminal investigations and inspections of the target business, Ukraine established a Tax Ombudsman in 2015. In the crucial area of anti-bribery, amendments to the National Anti-Corruption Bureau of Ukraine (NABU) law were passed and a NABU director was
																																																			appointed. In a major step forward towards the improvement of the investment climate in the country, a Business Ombudsman institution also became operational in 2015. It provides a platform for the business community in Ukraine to file complaints about unfair treatment by the state or municipal authorities, state-owned or controlled companies, or
																																																			their officials. Since then, businesses have voiced support for the Ombudsman institution and have been encouraged that the government was addressing issues such as administrative and legal abuse by state or local agencies, repetitive tax audits or investigations, excessive fines or retaliation.

 Ukraine has signed
																																																				over 70 international investment agreements (bilateral investment treaties and investment provisions in free trade agreements) with partner countries. These agreements offer covered foreign investors substantive and procedural protection. The review of the investment provisions suggests that Ukraine should consider updating its international
																																																				investment agreements with a view to ensuring that they well-reflect government intent and emerging trends in investment treaty policy. Ukraine ratified the 1958 Convention on the Recognition and Enforcement of Foreign Arbitral Awards (New York Convention) in 1960 and the 1965 Convention on the Settlement of Investment Disputes between States and
																																																				Nationals of Other States (ICSID Convention) in 2000. Expropriation of property has been rare in Ukraine. Expropriations have primarily occurred on the territory of the Autonomous Republic of Crimea in the aftermath of its self-declared independence.

Problems in applying existing (and a
																																																					fortiori new) laws and regulations, however, continue to plague the business environment and depress domestic and foreign investors’ sentiment. Access to agricultural land is an additional issue: foreign investors are subject to a foreign ownership restriction, while the absence of a unified registration system for land and
																																																					real estate imposes additional bottlenecks. Vagueness in defining the scope of “strategic” sectors closed to foreign investors or subject to authorisation procedures continues to increase legal uncertainty and discourages foreign multinationals from bringing their expertise to Ukraine. Additional obstacles to FDI include the
																																																					uncertainty and duration of judiciary processes – seen by many investors as one of the most corruption prone areas in Ukraine – and persistent scepticism regarding the fight against corruption in the highest echelons of power.

The role of FDI in the economy of Ukraine

Combined with the ongoing conflict in the Donbas region, political instability, and capital-account restrictions introduced to stabilize the exchange rate, such problems make it very difficult to match the country’s vast economic potential
																																																							with commensurate investment. Ukraine’s FDI inflows have indeed proven particularly volatile in the face of an adverse global environment for world investment. Hardly had they recovered from the global economic slowdown that FDI flows to Ukraine declined by 45% in 2013 and plummeted again by 81% in 2014. Preliminary data
																																																							suggest a mild recovery in the first semester of 2015. 

The round-tripping phenomenon, whereby Ukrainian investors use legal entities in offshore jurisdictions to channel local funds, which subsequently return to the local economy in the form of foreign direct investment, is widespread. Because of round-tripping
																																																								official statistics tend to overestimate genuine FDI inflows.

Financial services and manufacturing (for the most part metallurgy and food processing) together account for 53% of the total inward FDI stock, with trade and repair representing an additional 13%. Despite the country’s comparative
																																																									advantage in agriculture, this sector has a very modest share of the total FDI (1.3%). EU27 countries are the main source of Ukraine’s FDI, representing over 75% of the total stock. The principal mode of entry is acquisition, including through privatisation deals, although the privatisation process has stalled in recent
																																																									years. 

There are fewer foreign-owned companies among the largest Ukrainian companies (7 out of 32 in 2014, based on Deloitte CE Top 500 rating) than in almost all of Ukraine’s neighbours in Eastern Europe. Nevertheless, foreign-owned enterprises have also come to play a significant role in the economy of
																																																										Ukraine. In 2012, Multinational enterprises (MNEs) from the European Union accounted for about 200 000 employees in Ukraine, while MNEs from the United States of America employed an estimated 26 000 employees. Foreign-owned enterprises dominate mobile telephony: mobile operators are currently deploying their 3G network across
																																																										the country. They are also prominent players in agribusiness, consumer products, banking and retail distribution. Arcelor Mittal owns one of the largest integrated steel companies in Ukraine. 

The status of
																																																											infrastructure and finance

Sound infrastructure development policies ensure that scarce resources are channelled to the most promising projects. In Ukraine, insufficient investment in energy and deficient infrastructure, in particular in transport, has been increasingly hindering the
																																																												country’s competitiveness. The road network is one of the deadliest in Europe. In addition, while the country boasts a world-class airport in Kyiv International Airport, its railways lag behind in terms of the quality and efficiency of the network. Attempts at attracting private investment in ports and terminals have produced
																																																												limited results.

The authorities recognise that much larger private sector participation is needed and are committed to address infrastructure bottlenecks. The little experience with public private partnerships (PPPs) compounds the lack of expertise in managing such complex transactions. The intricate legal
																																																													framework for PPPs means that their preparation is very burdensome, with decisions from various different bodies required. On 24 November 2015, the Ukrainian Parliament adopted changes to the Law of Ukraine on PPPs as well as to some other related laws with the purpose of eliminating regulatory barriers to the development of public
																																																													private partnership and encouraging investments to Ukraine.

In a similar vein, effective financial sector policies provide a stable environment that facilitates households, enterprises and entrepreneurs to realise their investment plans. Access to finance (especially access to medium and long maturities
																																																														loans) remains an important obstacle to higher corporate investments and SME growth in Ukraine. Some foreign private-owned banks, traditionally the main lenders to SMEs in Ukraine, exited the market in the aftermath of the 2008-09 crises, while others have been decreasing the size of their balance sheet. The situation deteriorated
																																																														dramatically in 2014, with a 31% contraction of domestic credit outstanding in real terms and a withdrawal of deposits from the banking sector. The state of the banks, especially those owned by domestic conglomerates, remains fragile, while the stock exchange and non-bank financial institutions (dominated by insurance companies)
																																																														are still at an early stage of development. The incomplete credit information system causes high transaction costs (and thus higher interest rates), while long, costly and unpredictable judicial proceedings for contract enforcement impedes the ability of banks to take security and enforce it effectively.

Ukraine is currently undertaking numerous significant reforms that could, if properly implemented, lay the conditions for a sustainable growth of the financial sector. The recapitalisation of the banking sector is under way: systematic asset quality reviews of banks have been undertaken, resulting in mandatory
																																																															recapitalisation plans or resolution of establishments with insufficient capital. The current crisis episode should therefore result in a necessary consolidation of the banking system. The bank resolution framework is being strengthened and the capacities of the Deposit Guarantee Fund (DGF) reinforced. The National Bank of Ukraine
																																																															(NBU) has gained new supervisory powers and will closely monitor related party lending, while new legislation toughened disclosure requirements regarding bank ownership. Finally, the new unified registry of credit history should improve Ukraine’s credit information system.

Ukraine’s investment regime and the OECD National Treatment instrument

The National Treatment instrument is a voluntary undertaking by adherents to the OECD Declaration on International Investment and Multinational
																																																																	Enterprises to accord to foreign-controlled enterprises operating on their territories treatment not less favourable than that accorded in like situations to domestic enterprises in similar activities. Adherents commit themselves to make their list of exceptions to the National Treatment instrument available to the OECD Investment
																																																																	Committee and the public and to review it periodically with a
																																																																	view to improving the effectiveness of international economic
																																																																	cooperation among adherents. 

Two
																																																																		categories of restrictions apply to foreign investment activity
																																																																		in Ukraine. The first relates to restrictions that are applied to both established companies with foreign capital and domestic companies with no foreign ownership (i.e. non-discriminatory). The second category relates to certain restrictions applicable only to foreign investment or companies with foreign ownership (i.e. discriminatory). Ukraine’s investment policy in this area follows two approaches: Ukraine applies rules on ownership that prohibit foreigners to own a company or operate in a specific sector; it also has rules on acquisition, which regulate the extent a foreigner can acquire stakes in a company operating in a given sector.

For instance, foreign companies (Ukrainian legal entities with foreign investment) are not authorised to own agricultural land and any acquisition of state and municipality land by foreign legal entities is subject to approval by the Cabinet of Ministers. The 1992 privatisation law also prohibits investment in the privatisation of state and municipal property by companies that are more than 25% equity-owned by a state (i.e. by a foreign state or by the state of Ukraine). Foreign ownership of news information agencies is limited to a maximum of 35% of the charter capital. The number of such restricted industries is nevertheless limited and is expected to decrease even further, except for those sectors that are seen by the Ukrainian authorities as national security sensitive due to the on-going tensions with the Russian Federation. 

Responsible business conduct and the OECD Guidelines for Multinational Enterprises

The OECD Guidelines for Multinational Enterprises (Guidelines), which form a part of the OECD Declaration on International Investment and Multinational Enterprises, are recommendations on responsible business conduct (RBC) addressed by adherents to businesses operating in or from their jurisdictions. The Guidelines set out principles and standards in all major areas related to good business practices, including information disclosure, human rights, employment and industrial relations, environment, bribery and corruption, consumer interests, science and technology, competition, and taxation.

As adherent to the Declaration, Ukraine has committed to establish a National Contact Point (NCP) for the Guidelines as a dedicated unit within the Ministry of Economic Development and Trade (MEDT), which led Ukraine’s adherence process to the OECD Declaration. The Ministry’s functions are broad and include, among others, implementation of the EU-Ukraine Association Agreement, cooperation with international financial organisations, strategic planning and regulatory policy, public-private partnerships, and trade, investment, and entrepreneurship policy. In the government’s view, MEDT’s combined experience, breath of responsibilities, and available resources create the appropriate conditions to establish a robust, transparent and easily accessible NCP that is capable of fulfilling all of its functions effectively. The NCP will initially be staffed by two experts from MEDT that participated in all RBC‐related activities organised as part of the adherence process. An action plan has been identified for the NCP’s first year of functioning; actions, among others, include quarterly information and promotion activities with a wide range of stakeholders, and outline the initial procedures for how the NCP will handle specific instances. 

The concept of responsible business conduct is relatively new in Ukraine. RBC-related activities so far have mostly been undertaken by the private sector and civil society. While there is no comprehensive national strategy on RBC or public policies targeting responsible business conduct in specific sectors, the ongoing economic and social reforms that aim to bring Ukraine close to international standards in fields such as human rights or labour relations represent a positive step in shaping and strengthening Ukraine’s policy framework that affects and enables RBC. Ukraine’s adherence to the OECD Declaration, and, in particular, the establishment of an NCP, is an opportunity to further promote RBC principles and standards, both within the government and with the wider public and to further clarify and set out the government’s expectations on responsible business conduct. 

In specific areas covered by the Guidelines, corporate governance requirements in Ukraine, including on disclosure and reporting, are still evolving. The existing legislation mainly requires disclosure of financial information. Disclosure is an integral part of RBC and corporate governance. Clear and complete information on the corporation is important to a variety of users, from shareholders to workers, local communities, governments and the society at large. The government has a leading role to play in enhancing transparency and accountability in the overall market and would benefit from clarifying the requirements on disclosure, including disclosure of non-financial information. 

Ukraine has undertaken concrete steps toward improving the human rights situation. It has ratified all the major international instruments on human rights, as expressed in the International Bill of Human Rights and has an established office of the Ukrainian Parliament Commissioner for Human Rights. The first-ever National Human Rights Strategy in Ukraine was approved in August 2015. Ukraine would benefit from including a section on business and human rights in the action plan to implement the Human Rights Strategy, paying particular attention to measures for ensuring the respect of human rights in Ukraine’s conflict-affected regions.

Ukraine has ratified 69 ILO International Labour Standards (Conventions), eight fundamental Conventions and the four governance Conventions. It is currently in the process of introducing major changes to its existing labour legislation. Particular attention should be paid to measures that will increase the labour productivity, while ensuring that the proposed changes are in line with internationally recognised principles and standards on employment and industrial relations. Reducing informality of employment would not only bring substantial benefits to Ukraine’s economy, but would also protect workers, increase labour and product market efficiency and productivity.

Strengthening environmental protection and responding to major environmental challenges in Ukraine, particularly soil erosion, agricultural run-off, and low energy efficiency, would bring immediate benefits to Ukraine. Environmental performance in agriculture and fisheries has declined considerably in Ukraine according to the 2014 Yale Environmental Performance Index compared to 10 years ago, with a respective -22.46% and -10.47% change. Ukraine could consider harmonising its environmental policy to EU standards as part of the obligations under the EU-Ukraine Association Agreement. Strengthening disclosure requirements for environmental and climate change matters is also of relevance. 

As noted above, corruption remains one of the main risks for businesses operating in Ukraine, even though a number of actions have been taken by the Ukrainian government in response to it. The Anti-Corruption Strategy of Ukraine was updated for 2014-17 and adopted as a law. The legislation on the National Anti-Corruption Bureau was passed; the President has appointed the head of the bureau and special investigators have been hired. The National Council for Anti-Corruption Policy has been established and held its first meeting, chaired by the President, in October 2015. Businesses are now able to report claims of bribery and other unfair practices by Ukraine’s public agencies to the Business Ombudsman and the Tax Ombudsman. New rules aimed at preventing corruption in government purchases have also been established. These developments are encouraging and illustrate the willingness on part of the Ukrainian government to acknowledge the problem of widespread corruption and to take practical measures to address it, although many business representatives feel like not much is happening in practice. One area where future reforms could particularly focus on is strengthening the involvement by the private sector in the implementation and monitoring of efforts to promote integrity in the private sector. 

Reforms have been undertaken in the area of consumer interests. The newly established State Food Safety and Consumer Protection Service, which will be directed and coordinated by the Cabinet of Ministers, will focus on food safety, consumer protection, advertising laws and regulations, sanitary legislation, plant, veterinary and agricultural certifications and market supervision. Regarding consumer protection, the service, among other things, will be able to check consumer protection compliance and impose penalties in case of violations of businesses, as well as to control advertising compliance. Future activities could involve supporting and promoting consumer education and information programmes in order to increase the capacity of the civil society to be aware of consumer rights, to monitor government policy, and to promote effective defence of consumer rights. Ukraine could make a particular effort to promote sustainable consumption.

Ukraine’s innovation potential is high; however, the full potential of Ukraine’s highly educated workforce is not yet fully tapped due to structural and institutional barriers that prevent Ukraine from realising its full innovative and scientific potential. Reforms in the employment and labour market should yield positive benefits in this regard. 

According to the World Economic Forum 2015/16 Global Competitiveness Index, Ukraine has one of the lowest rankings in the world on the effectiveness of anti-monopoly policy – 136 out of 140. Ensuring the impartial and transparent functioning of the Anti-Monopoly Committee of Ukraine and addressing any competition-distorting behaviours in the reform of SOEs should bring benefits to Ukraine. 

Ukraine introduced significant tax reforms in 2015. As related to RBC, tax governance and tax compliance should be treated as important elements of enterprise oversight and broader risk management systems and corporate governance. Considering the size of the informal economy in Ukraine, the government should consider assessing if taxes and unified social security contributions represent excessive burdens on those in the formal sector relative to the informal sector.
 The road ahead

Provided sweeping political, economic, social, and government reforms are undertaken, Ukraine has a great opportunity to achieve prosperity and fortify independence. Priorities include that financial stability be fully restored (including the unwinding of foreign exchange administrative restrictions) and that the security outlook improves. As the government seeks a new engine for economic recovery in 2016 and onwards, no effort should spared to stimulate foreign investment and attract foreign MNEs. In addition, well-targeted policy reforms can increase the quality and quantity of private investment, especially in infrastructure where it can be a significant complement to public investment. These efforts will have greater chances of succeeding if Ukraine develops a coherent view on the role of foreign investment and MNEs in its development strategy and then applies it consistently and convincingly.

In order to attract new investors, the policy and institutional framework for investment promotion needs to be consolidated. To address this, a more detailed strategy and action plan would be required. In the aftermath of the liquidation of the State Agency for Investments and National Projects, more consideration must also be given to the provision of public support to foreign and domestic investors in the form of business services and informational assistance. The government could consider setting up an agency responsible for investment promotion with a clear mandate and adequate funding. The creation of a user-friendly and regularly up-dated online portal specifically designed for potential and existing investors could help investors get information and shed some light on recent legal and regulatory changes and upcoming opportunities.

 Even though the number and scope of regulatory restrictions to foreign investments is limited, the government could reconsider some of them. It is already planning to revise the 1992 Privatisation Law in order to allow foreign companies that are more than 25% equity-owned by a state to take part in privatisation of State-owned enterprises. This would open privatisation tenders to a broader scope of foreign investors in and thus allow more competition between bidders. Ukraine could also soften strict conditions on the acquisition of non-agricultural land plots outside of settlements by foreign businesses established in the country. Ukraine should consider opening some of its public monopolies (such as railways and the production of ethyl alcohol) to attract private and foreign investments in these sectors and improve productivity. Last but not least, defining clearly the scope of “strategic sectors” that may be closed to foreign investment or subject to special authorisations procedures for national security reasons would reduce any current legal uncertainty concerning foreign investment in these sectors.

 Anti-corruption policies are also critical for attracting investors and for reaping the development benefits of investment. Although Ukraine has made progress in setting up a legal and institutional framework to combat corruption, enforcement is uneven. More consideration should be given to provide adequate political and financial support to the newly established anti-corruption bodies. The wish to combat corruption effectively can be fulfilled only if they have sufficient resources and are not influenced by undue considerations.

Investment treaties are another policy area to help contribute to a sound investment climate for both existing and new investors. Ukraine should consider updating its international investment agreements with a view to ensuring that they well-reflect government intent and emerging trends in investment treaty policy. As part of this strategy, Ukraine and its treaty partners should consider specifying the treaty language of key investment protection provisions, such as on expropriation, fair and equitable, and most favoured-nation treatment. With regard to investment arbitration proceedings, Ukraine and its partners should provide for adequate levels of regulation and ensure that they respect minimum standards of transparency and accountability. A first valuable step could be for Ukraine to adhere to the UN Convention on Transparency in Treaty-Based Investor-State Arbitration. The review provides useful information on the temporal validity of Ukraine’s international investment agreements, which could inform the country’s timetable to engage with its treaty partners.

Finally, Ukraine’s newly established NCP could serve as a valuable vehicle for bringing about policy coherence on a wide range of issues that affect the quality of the investment environment, including, for example, labour relations and corporate governance. A robust NCP, one that has adequate human and financial resources to operate effectively, also has the potential to shape the quality of incoming investments, contributing to a more stable and predictable investment environment based on a level-playing field. Should the government decide to set up an agency for investment promotion, a partnership between the NCP and this agency would ensure that investors are fully aware of Ukraine’s expectations on responsible business conduct.



Box 1. Policy recommendations


	Define the strategic sectors in which foreign investment is prohibited or subject to specific authorisation procedures; specify relevant authorisation procedures, including the conditions/documents required for applications and the deadline for reply to applicants by the responsible authority.


	Observe the...
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			Éditions e-pub de l’OCDE – version bêta

			
			Félicitations et merci d’avoir téléchargé l’un de nos tout nouveaux ePub en version bêta.


			
			Nous expérimentons ce nouveau format pour nos publications. En effet, même si l’ePub est formidable pour des livres composés de texte linéaire, le lecteur peut être confronté à  quelques dysfonctionnements  avec les publications comportant des tableaux et des graphiques  – tout dépend du type de support de lecture que vous utilisez.


			Afin de profiter d’une expérience de lecture optimale, nous vous recommandons :


			
						D’utiliser la dernière version du système d’exploitation de votre support de lecture.


						De lire en orientation portrait.


						De réduire la taille de caractères si les tableaux en grand format sont difficiles à lire.


			


			Comme ce format est encore en version bêta, nous aimerions recevoir vos impressions et remarques sur votre expérience de lecture, bonne ou autre,  pour que nous puissions l’améliorer à l’avenir. Dans votre message, merci de bien vouloir nous indiquer précisément quel appareil et quel système d’exploitation vous avez utilisé ainsi que le titre de la publication concernée. Vous pouvez adresser vos remarques à l’adresse suivante :
			sales@oecd.org


			Merci !
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