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Abstract

The article’s purpose is to develop the conceptual basis for the formation of
a complex investment mechanism combining legal, economic, and organiza-
tional investment stimulation tools for the reconstruction of Ukraine in the
post-war period. Methods: system-structural, logical, dialectical, and dogma-
tic methods of scientific knowledge were applied, which enabled a thorough
study of the regulatory framework, theoretical concepts, and empirical data
in the field of investment activity regulation. Conclusions: the need for a
comprehensive approach to stimulating investment in the post-war period
through the simultaneous application of legal, economic, and organizational
mechanisms on the basis of the formation of a favorable investment climate
is indicated. The importance of priority stimulation of investments in the
restoration of certain sectors of the economy and affected regions, balanced
attraction of foreign capital and support of domestic economic entities,
and stimulation of “green” and innovative investments for sustainable deve-
lopment was emphasized. The expediency of decentralization of powers in
the field of investment policy, activation of international cooperation, and
formation of a positive image of Ukraine as an investment-attractive state
is substantiated. Originality or value: complex conceptual frameworks were
defined to stimulate the attraction of investments in reconstruction projects
in Ukraine after the war, considering the scale of infrastructure destruction.
Specific mechanisms and principles that must be applied to ensure effective
investment and recovery of the economy are proposed.

Keywords: investment; post-war reconstruction; investment promotion;
investment climate; stimulating legal regime of business; commercial me-
diation.



Resumo

O objetivo do artigo: desenvolver a base conceptual para
a formacio de um mecanismo de investimento com-
plexo que combine ferramentas juridicas, econémicas e
organizacionais de estimulacdo do investimento para a
reconstrugdo da Ucrdnia no periodo pds-guerra. Méto-
do: foram aplicados métodos sistema-estruturais, 16gi-
cos, dialéticos e dogmaticos de conhecimento cientifico,
que permitiram um estudo aprofundado do quadro re-
gulamentar, dos conceitos teéricos e dos dados empiri-
cos no dominio da regulacdo da atividade de investi-
mento. Conclusdes: é indicada a necessidade de uma
abordagem abrangente para estimular o investimento
no periodo pés-guerra através da aplicagdo simultanea
de mecanismos legais, econémicos e organizacionais
com base na formacio de um clima de investimento fa-
voravel. Foi enfatizada a importancia do estimulo prio-
ritario de investimentos na restauracio de determinados
setores da economia e regides afetadas, da atragdo equi-
librada de capital estrangeiro e do apoio as entidades
econdémicas nacionais, bem como do estimulo a inve-
stimentos “verdes” e inovadores para o desenvolvimen-
to sustentavel. A oportunidade de descentralizacao de
poderes no dominio da politica de investimento, a acti-
vagdo da cooperac¢ao internacional e a formacao de uma
imagem positiva da Ucrdania como um Estado atraente
para o investimento ¢ fundamentada. Originalidade ou
valor: foram definidos quadros conceptuais complexos
para estimular a atrac¢io de investimentos em projec-
tos de reconstrugdo da Ucrdnia apds a guerra, tendo
em conta a escala da destruicdo de infra-estruturas. Sio
propostos mecanismos e principios especificos que de-
vem ser aplicados para garantir o investimento eficaz e
a recuperac¢io da economia.

Palavras-chave: investimento;
guerra; promo¢io de investimentos; clima de investi-

reconstrucio pos-

mento; estimulo ao regime juridico dos negdcios; me-
diacio comercial.

1 Introduction

Russia’s military aggression against Ukraine dealt a
devastating blow to the country’s civilian infrastructure,
energy sector, and production capacity. The large-scale
destruction of residential buildings, schools, hospitals,

roads, bridges, power plants, and other critically impor-
tant objects created an unprecedented situation that re-
quired the involvement of colossal investment resour-
ces for the reconstruction of the state. Restoring the
destroyed infrastructure, reviving the economy, and en-
suring sustainable development are among the biggest
challenges that Ukraine has faced during its years of in-
dependence. That is why the development of effective
conceptual frameworks for stimulating the attraction of
investments in reconstruction projects acquires consi-
derable relevance and significance.

The data presented by the Kyiv School of Econo-
mics (KSE) testify to the large-scale damage caused to
the infrastructure of Ukraine as a result of the milita-
ry aggression of the Russian Federation. As of January
2024, the amount of direct damage has reached almost
155 billion US dollars, including the destruction cau-
sed by the explosion of the Kakhovska Hydro Power
Plant in June 2023. According to experts, the country’s
housing stock suffered the greatest destruction - more
than 250,000 buildings were damaged or destroyed, in-
cluding 222,000 private houses, more than 27,000 apart-
ment buildings, and 526 dormitories. Direct damage to
the housing stock is estimated at $58.9 billion'.

The energy infrastructure was also significantly
affected, as about 50% of its facilities were hit by Rus-
sian shelling. The total amount of losses in the speci-
fied sector is $12.5 billion US, and only during the two
weeks from April 23 to May 7, 2024, losses to Ukraine’s
energy system exceeded $1 billion US*

The Ukrainian agro-industrial complex suffered se-
rious losses of $8.7 billion US. In addition, significant
losses were recorded in the areas of housing and com-
munal services, $4.5 billion US, and health care, $3.1
billion US, which is $1.4 billion more than at the begin-
ning of the year’.

! THE TOTAL amount of damage caused to the infrastructure

of Ukraine has increased to almost $155 billion — KSE Institute
estimate as of January 2024. Kuiscoxa mrosa exonomixu, 12 fev. 2024.
Available at: https://kse.ua/ua/about-the-school/news/zagalna-
suma-zbitkiv-zavdana-infrastrukturi-ukrayini-zrosla-do-mayzhe-
155-mlrd-otsinka-kse-institute-stanom-na-sichen-2024-roku/. Ac-
cess on: 16 May 2024.

2 BOIARCHUK, Tetiana. Russia caused almost 155 billion dollars
worth of damage to Ukraine’s infrastructure. LLB.ua, 12 fev. 2024.
Available at: https://lb.ua/society/2024/02/12/598044_rosiya_za-
vdala_zbitkiv.html. Access on: 16 May 2024.

* THE TOTAL amount of damage caused to the infrastructure
of Ukraine has increased to almost $155 billion — KSE Institute
estimate as of January 2024. Kuiscoxa mxosa exonomixu, 12 fev. 2024.
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According to estimates by the UN Development
Program and the World Bank, as of April 2023, the da-
mage caused to Ukraine’s energy, gas, and heat infras-
tructure exceeded $10 billion US*.

The above statistics show the catastrophic conse-
quences of military aggression on Ukrainian infrastruc-
ture and the urgent need to attract significant investment
resources for its restoration. Therefore, determining the
conceptual basis for stimulating investment in post-war
reconstruction projects in Ukraine is extremely impor-
tant to ensure the effective implementation of the men-
tioned process.

2 Results and discussion

Investment activity in Ukraine is based on an exten-
sive system of normative legal acts, the foundation of
which is Law of Ukraine No. 1560-XII “On Investment
Activity” dated September 18, 1991°. This law defines
the general framework of the investment process in the
country, establishing economic, legal, and social foun-
dations for investors, as well as guaranteeing the protec-
tion of their rights. In addition, a number of other legis-
lative and by-laws regulate specific aspects of attracting,
stimulating, and protecting investments. However, in
view of the large-scale destruction caused by the war
and the challenges associated with the reconstruction
of the country, the existing legal framework needs a
thorough review and adaptation to new realities.

According to Art. 1 of the Law, investments are
considered to be all types of property and intellectual
values that are invested in objects of business and other
types of activity with the aim of obtaining profit or

Available at: https://kse.ua/ua/about-the-school/news/zagalna-
suma-zbitkiv-zavdana-infrastrukturi-ukrayini-zrosla-do-mayzhe-
155-mlrd-otsinka-kse-institute-stanom-na-sichen-2024-roku/. Ac-
cess on: 16 May 2024.

* CAMVYCD, FOnis. The damage caused to the energy, gas and
heat infrastructure of Ukraine exceeds 10 billion US dollars, accord-
ing to the results of a new joint assessment of the United Nations
Development Program and the World Bank. Opeanizayin O6 conanux
Hayiii 6 Yipaini, 05 abr. 2023. Available at: https:/ /ukraine.un.org/
uk/226425-30uTKI-32BAAHI-CHEPIETUYHIH-ra30BIl-Ta-TEIIAOBII-
incpacrpykrypi-ykpaian-repesuyiors-10. Access on: 16 May
2024.

> UKRAINE. The Verkhovna Rada of Ukraine. Law of Ukraine
No.1560-X11I on September 18, 1991. About investment activity. Avail-
able at: https://zakon.rada.gov.ua/laws/show/1560-12#Text. Ac-
cess on: 16 May 2024.

achieving a social and environmental effect’. This wor-
ding indicates the target orientation of investment acti-
vity, which consists in expecting a certain positive result
from the investment of funds or other resources.

In addition to the above, a number of other legisla-
tive and by-laws regulate specific aspects of attracting,
stimulating and protecting investments. However, in
view of the large-scale destruction caused by the war
and the challenges associated with the reconstruction
of the country, the existing legal framework needs a
thorough review and adaptation to new realities.

John Maynard Keynes considered investment as a
key element of economic growth and development.
According to his definition, investments are a part of
accumulated income aimed at accumulating capital and
increasing the stock of resources, that is, the formation
of potential investment demand. In addition, the scien-
tist interpreted investment as a current increase in the
value of capital assets created as a result of production
activities during a certain period’.

At the international level, investment activities are
regulated by a number of important regulatory and
legal acts, among which the Seoul Convention on the
HEstablishment of the Multilateral Investment Guaran-
tee Agency (1985)%, which lays the foundations for pro-
tecting investors’ rights and promoting international in-
vestment flows. In addition, mention should be made of
the Agreement on Trade-Related Investment Measures
(1994)° within the framework of the Wortld Trade Ot-
ganization, which establishes certain standards and rules
for member countries in the field of investment policy.

¢ UKRAINE. The Verkhovna Rada of Ukraine. Law of Ukraine
No.1560-X11I on September 18, 1991. About investment activity. Avail-
able at: https://zakon.rada.gov.ua/laws/show/1560-12#Text. Ac-
cess on: 16 May 2024.

7 KEYNES, John Maynard. The General Theory of Employment,
Interest, and Money. New York: Macmillan Cambridge University
Press, 1935. Electronic book. Available at: https://www.marxists.org/
reference/subject/economics/keynes/general-theory/. Access on:
19 May 2024.

8§ THE INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT. Convention of the International Bank
Jor Reconstruction and Development No.26012, on October 11, 1985. Seoul
Convention of 1985 on the establishment of a multilateral invest-
ment guarantee agency. Available at: https://treaties.un.org/doc/
Publication/UNTS/Volume%201508/volume-1508-1-26012-Eng-
lish.pdf. Access on: 16 May 2024.

’  WORLD TRADE ORGANIZATION. Agreement of the World
Trade Organization on April 15, 1994. Agreement on trade-related in-
vestment measutes. Available at: https://zakon.rada.gov.ua/laws/
show/981_009#Text. Access on: 16 May 2024.
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From a theoretical and legal point of view, investing
can be characterized as a purposeful activity associated
with the investment of resources (material, financial,
intellectual) with the aim of obtaining a certain econo-
mic or social effect in the future. Such activity involves
spending available funds or assets in the current period
to achieve expected benefits in the long term.

In our opinion, the key features of investment ac-
tivity are targeted nature, long time period, riskiness,
and expectation of a positive effect. Targeted nature is
when investing is carried out with a cleatly defined goal,
such as making a profit, expanding production, intro-
ducing innovations, creating social infrastructure, etc. A
long period of time means that the investment process
is usually designed for the medium or long term, as it
involves the implementation of projects and the receipt
and reinvestment of income during a certain period.
Riskiness is an integral part of investment activity be-
cause it is always associated with risks that may arise due
to the uncertainty of the market situation, political and
economic instability, technological changes, etc. The ex-
pectation of a positive effect is the main driving force
of investing since the specified activity is aimed at ob-
taining a certain economic or social effect, which can be
expressed in the form of profit, an increase in the value
of assets, the creation of new infrastructure, an increase
in the standard of living of the population, etc.

It should be added that the theoretical and legal cha-
racteristics of investing are based on a clear distinction
between the concepts of “investment” and “investment
activity”. According to the definitions established in
Art. 1 and Art. 2 of the Law of Ukraine “On Invest-
ment Activities”, investments should be interpreted
as resources invested in investment objects, while in-
vestment activities cover the entire range of activities
related to the attraction, placement and use of invest-
ment funds. The objects of investment activities can
be various types of property, in particular, fixed assets,
working capital in various sectors of the economy, secu-
rities (except promissory notes), targeted cash deposits,
scientific and technical products, intellectual property,
and other property objects, as well as property rights.
Subjects (investors and participants) of investment ac-
tivities can be citizens and legal entities of Ukraine and
foreign countries, as well as the state'’.

1" UKRAINE. The Verkhovna Rada of Ukraine. Law of Ukraine
No.1560-X11I on September 18, 1991. About investment activity. Avail-

According to Vasila Usmanova, among the key crite-
ria that are taken into account when making investment
decisions are the availability of natural resources, the
scale of the national market, the geographical location
of the state, the level of its economic development,
cultural and economic environment, as well as specific
components of the government’s economic policy are
of particular importance such as trade, industrial, bud-
get, and tax policy'. In other words, the researcher em-
phasized the determining role of the country’s general
economic policy in shaping its investment attractiveness
and ability to attract investment flows.

Summarizing different approaches to the definition
of the concept of “investment”, A. Kukhta notes that
the main purpose of investing in an enterprise is to en-
sure various forms of its development and capital accu-
mulation. At the same time, the category “investment
activity” should be considered from the point of view
of the expectations of interested parties regarding favo-
rable economic development and long-term growth of
the enterprise’s value'”. The specified approach allows
for a deeper understanding of the economic nature of
investment activity and distinguishes it from other types
of economic operations.

Activating investment activity in Ukraine, especially
in the conditions of post-war reconstruction, is an ur-
gent need and a strategic task of primary importance.
Achieving this goal requires the formation of a favora-
ble investment climate based on the principles of inves-
tor rights protection, predictability and transparency of
regulatory policy, and reliable guarantees for investment.

Attracting foreign investment plays a critical role in
the country’s post-war recovery and economic growth.
Among the key investment stimulation mechanisms, the
introduction of effective investment protection tools, in
particular investment risk insurance, occupies an impor-
tant place. An example of such a mechanism is coopera-
tion with the Multilateral Investment Guarantee Agency

able at: https://zakon.rada.gov.ua/laws/show/1560-12#Text. Ac-
cess on: 16 May 2024.

" USMANOVA, Vasila. Increasing investment attractiveness in
the development of the national economy. International Journal of Ad-
vance Scientific Research, v. 05, n. 3, p. 131-138, 2023. Available at: htt-
ps://doi.org/10.37547 /ijasr-03-05-21. Access on: 16 May 2024.

2 KUKHTA, Pavlo. Interpretation of the concept of “in-
vestment”™: classic and modern approaches. Bulletin of Taras
Shevchenko Kyiv National University, n. 121-122, p. 29-33, 2011.
Available at: http://bulletin-econom.univ.kiev.ua/wp-content/up-
loads/2016/01/121_8.pdf. Access on: 16 May 2024.
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(MIGA)", which is part of the Wotld Bank Group and
offers non-commercial risk insurance for foreign direct
investment in developing countries. Ukraine’s interac-
tion with MIGA began in the 1990s but gained special
relevance after the start of full-scale Russian aggression
in 2022. MIGA, using the Trust Fund to Support the
Reconstruction and Economy of Ukraine (SURE), be-
gan providing guarantees to protect investments against
war losses. In particular, the guarantee for the German
bank holding ProCredit was increased from 17.1 to
40.85 million euros'.

The Law of Ukraine No. 93/96-VR “On the regime
of foreign investment”, dated March 19, 1996, provi-
des several guarantees for foreign investors, including
unhindered and immediate transfer abroad of profits,
income, and other funds; compensation for damages
caused by state bodies’ actions; guarantees in the event
of a change in legislation; and return of investments in
case of termination of activity".

In addition to the aforementioned guarantees, the
government also applies a number of fiscal and regula-
tory tools to stimulate investment activity under martial
law. M. Skoryk singles out the following among such
tools: reduction of tax rates, in particular corporate in-
come tax, which allows enterprises to save more funds
for investments and business expansion; investment
allowances and credits that provide enterprises with
additional financial resources for investing in produc-
tion, technology and development; tax holidays, which
make it possible to temporarily suspend the payment
of certain taxes in order to preserve capital in difficult
economic conditions; temporary mitigation or remo-
val of liability for violation of tax legislation to avoid
additional financial difficulties; provision of social be-
nefits to enterprises that provide social programs for
employees or promote social development; concessions
on land taxation to support the agricultural sector and
preserve agricultural enterprises; a simplified reporting

3 WORLD BANK GROUP. Multilateral Investment Guarantee Agen-
¢y. Available at: https:/ /www.miga.org/. Access on: 16 May 2024.

" UKRAINE. Uwmiga began to provide guarantees for the insurance of
war risks from the Trust Fund for the Support of the Reconstruction and
Economy of Ukraine. Available at: https://www.me.gov.ua/News/
Detail?lang=uk-UA&amp;id=538e0c4a-8cla-4be9-97e6-ed4clef-
b13d0&amp;title=MigaPochalaNadavati. Access on: 16 May 2024.
15 UKRAINE. The Verkhovna Rada of Ukraine. Law of Ukraine
No0.93/96-BP, on March 19, 1996. On the foreign investment re-
gime. Available at: https://zakon.rada.gov.ua/laws/show/93/96-
Bp#Text. Access on: 16 May 2024.

and accounting system to reduce bureaucratic procedu-
res; changes in capital taxation to stimulate investment
attraction and business development'®. The application
of these tools is aimed at preserving the economic sta-
bility and competitiveness of enterprises in war condi-
tions, contributing to the support of business and sti-
mulating its development.

Creating a favorable institutional environment is a
determining factor in stimulating investment activity
in the country. The report “A New Ukraine: Fostering
Investments in Freedom, Peace, and Prosperity”, de-
veloped by the United States Agency for International
Development (USAID), the U.S. Department of Com-
merce, and the American Chamber of Commerce in
Ukraine, emphasizes the critical role of institutional
strengthening in fostering investment. In particular, it
emphasizes the importance of strengthening the role
of the “Ukrainelnvest” Investment Promotion Agency
by clearly defining its powers and objectives, improving
interaction with the private sector, as well as increasing
the budget, staffing, and level of professional compe-
tencies of employees for the effective promotion of
Ukraine’s investment opportunities. In addition, in or-
der to attract foreign direct investment, it is necessary to
create a competitive business environment, reduce the
cost of doing business by reducing transaction costs,
eliminate bureaucratic obstacles, and create a favorable

regulatory environment'’.

However, in our opinion, in order to increase
Ukraine’s investment attractiveness and create a favo-
rable investment climate, it is advisable to consider the
possibility of introducing additional guarantees for fo-
reign investors, in particular, guarantees of protection
against political risks, such as revolutions, uprisings,
civil unrest, etc.; guarantees of compensation for da-
mages caused as a result of terrorist acts, sabotage or
military actions; guarantees of unhindered access to
court and arbitration procedures for the resolution of
investment disputes; guarantees regarding the provision
of intellectual property rights and protection against

16 SKORYK, Maryna; BRUKHAL, Vladyslav. Tax incentives of
business under the conditions of marital state. .4 young scientist, v. 4, n.
116, p. 173-177, 2023. Available at: https://doi.org/10.32839/2304-
5809/2023-4-116-34. Access on: 19 May 2024.

7 USAID. New Ukraine: stimulating investment in freedom, peace
and prosperity. Ukraine: USAID, 2023. Available at: https://www.
usaid.gov/sites/default/files/2023-04/ EDGE%20UIPA%20Re-
port-%200nline%20-%20Ukrainian%20(11%20Apr%202023)_

AC.pdf. Access on: 19 May 2024.
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illegal use of technologies; guarantees of the stability
of the tax regime during a certain period of time after
the investment; guarantees regarding the simplification
of the procedures for obtaining permits and licenses
for the implementation of investment projects. The
introduction of these guarantees, in combination with
an effective mechanism for their implementation and
international cooperation in the field of investment in-
surance, will contribute to the formation of a favorable
investment climate in Ukraine and the attraction of fo-
reign capital for the reconstruction of the economy.

O. Marchyshynets and S. Marchyshynets note that
the creation of long-term industrial parks can also be-
come an important tool for stimulating investments'®.
Such parks provide for the concentration of investors
in a certain industry or sector of the economy, provi-
ding them with a special regime and benefits. For exam-
ple, industrial parks may be subject to special tax regi-
mes, including tax exemptions for a certain period or
reduced tax rates. Benefits may also be provided for the
lease of land plots, simplified procedutes for obtaining
permits and licenses, preferential tariffs for communal
services, etc.

An example of a successful industrial park is Dubai
Industrial City (DIC) in the United Arab Emirates. This
park offers investors a favorable tax regime, full owner-
ship of land and real estate, developed infrastructure,
simplified permitting procedures, and logistical advan-
tages. As of 2022, the park had attracted more than 800
companies from 70 countries and investments worth
more than $12 billion USY.

Several industrial parks operate in Ukraine, one of
which is the Korosten Industrial Park in the Zhytomyr
region. The specified park specializes in the woo-
dworking and furniture industries, bringing together
enterprises for the production of doors, parquet, MDF
boards, and components for leading furniture manufac-
turers, in particular, the Swedish company IKEA. As
of 2024, four residents have already been placed in the
park, and the total amount of investments has exceeded

¥ MARCHYSHYNETS, Olha; MARCHYSHYNETS, Serhii. In-
dustrial parks as a tool for attracting investments in the real sector
of the region’s economy. Economic theory and history of economic thought,
No.9, p. 16-22, 2017. Available at: https://economyandsociety.
in.ua/journals/9_ukr/3.pdf. Access on: 16 May 2024.

" DUBAI INDUSTRIAL CITY. [Home page]. Available at: htt-
ps://dubaiindustrialcity.ac/. Access on: 16 May 2024.

300 million hryvnias®. Another example is the “Bila
Tserkva” industrial park in the Kyiv region. Its residents
are such companies as “Nova Poshta” (an innovative lo-
gistics depot was built), “Volitsya-Agro” (construction
of alogistics complex for grain storage and processing),
“Virastar” (production of goods and equipment for
access to heights) and “Plank Electrotechnic” (manu-
facturer of electrical fittings and electrical installation
accessories)?'.

In general, according to the Register of Industrial
Parks, as of May 2023, 63 industrial parks were regis-
tered in Ukraine”>. The Law of Ukraine, “On Indus-
trial Parks”, provides that they can receive state support
in the form of benefits and incentives for initiators of
creation, management companies, and participants of
parks included in the Register. Financing of the arran-
gement of parks can be carried out from the state and
local budgets, the funds of private investors, including
through public-private partnerships, as well as from
other non-prohibited sources. In addition, the gover-
nment can compensate interest rates on loans, provi-
de non-refundable financing for the development of
parks, and compensate for the costs of connecting to
utility networks®.

Despite the existence of a legislative framework and
state support mechanisms, the functioning of indus-
trial parks in Ukraine is constrained by a number of
factors. First, there are shortcomings in the legislative
regulation of taxation, land acquisition, and connection
to communications for park residents. Secondly, most
of the operating parks have insufficiently developed in-
frastructure; the necessary logistics facilities are missing,
Thirdly, the unstable economic and political situation
negatively affects the investment attractiveness of the
country. There is also a lack of financial resources from

% OVER €300 million was invested in the development of the
Korosten industrial park. Ukrinform, 15 nov. 2023. Available at: htt-
ps://www.ukrinform.ua/rubric-economy/3787212-u-rozvitok-in-
dustrialnogo-parku-korosten-investuvali-ponad-300-miljoniv.html.
Access on: 16 May 2024.

2 BILA TSERKVA INDUSTRIAL PARK. [Home page]. Avail-
able at: https://ip-bt.com/. Access on: 16 May 2024.

2 UKRAINE. Register of industrial parks. 2023. Available at:
https://data.gov.ua/dataset/8206ed0c-5911-4b88-9¢7£-56¢61-
cd08660/resource/7c91£8d0-£153-4197-b47b-da8f65c6e800.  Ac-
cess on: 19 May 2024.

#»  UKRAINE. The Verkhovna Rada of Ukraine. Law of Ukraine
No.5018-V1, on June 21, 2012. On Industrial Parks. Available at: htt-
ps://zakon.rada.gov.ua/laws/show/5018-17 /paran3#n3.
on: 19 May 2024.
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local budgets and private investors for the creation and
arrangement of industrial parks in accordance with mo-
dern requirements. In view of the above, despite the
presence of individual successful examples, industrial
parks in Ukraine, in general, need further improvement
of the regulatory framework, development of infras-
tructure, and improvement of the investment climate in
order to attract more residents and investments.

Fiscal commitments are another important tool for
stimulating investment. The state can allocate funds for
state investment programs aimed at the development of
priority sectors of the economy or regions. An example
of such a program is “Big Construction” in Ukraine,
which involved large-scale financing of infrastructure
projects, such as the construction and repair of roads,
airports, schools and hospitals*. Such programs not
only create favorable conditions for investment, but
also directly attract private investment through public-
-private partnerships.

In our opinion, to further stimulate investments in
Ukraine, it is important to continue reforms in investor
rights protection. These reforms should include impro-
ving procedures for recognition and enforcement of
foreign court decisions, strengthening the institutional
capacity of bodies that ensutre investor protection, and
intensifying negotiations on the conclusion of new in-
vestment agreements.

Separately, it is worth paying attention to the need
to create favorable conditions for attracting “green”
investments aimed at the development of renewable
energy, energy-efficient technologies, and environmen-
tal protection projects. As K. Tokareva notes, full and
timely access to environmental information is the key
to implementing the principles of sustainable develop-
ment, rational use of natural resources, and nature con-
servation for future generations, as well as effective pro-
vision of human rights and freedoms®. Sunil Kumar
and other researchers note that the primary benefit of
developing green brand equity is increased environmen-

2 UKRAINE. Big construction. Available at: https://arhioda.gov.
ua/gromadskosti/velike-budivnictvo/. Access on: 16 May 2024.

»  KOPYLENKO, Oleksandr; SOPILKO, Iryna; TOKARIEVA,
Kseniia. Experience of foreign countries in the implementation of
the right to access to environmental information. I: BIANCA, Ene
Andreea ez al. Current issues of the manag

nt of socio- ¢ Systems in
terms of globalization challenges. Kosice: Vysoka skola bezpecnostného
manazérstva v Kosiciach, 2023. c. 499-515. Available athttps://

philarchive.org/archive/BEZCIO-2. Access on: 16 May 2024.

tal awareness, which companies can use to gain compe-
titive advantage and enter new markets with their green
goods and services®. Therefore, the creation of favo-
rable conditions for “green” investments is important
both at the global level and for the reconstruction of
Ukraine in the conditions of global climate change and
the transition to sustainable development. We believe
that in order to stimulate such investments, additional
special benefits and preferences, tax exemptions, or rate
reductions for projects in the field of renewable ener-
gy or energy efficiency should be introduced, as well as
specialized funds or other financial instruments should
be created to support them.

Despite the difficult security situation and military
actions on the country’s territory, Ukraine maintains
trade and economic ties with several regions of the
world. T. Batrakova notes that in 2022, Ukraine’s largest
trade partners were Europe (export - 62.31%, import
- 48.78%), Asia (export - 23.44%, import - 29.03%),
EU countries (export - 60.59%, import - 44.79%), and
America (export - 2.89%, import - 5.37%).

According to the statistical data of the National
Bank of Ukraine, in 2023, there was an increase in the
inflow of foreign direct investments into the country’s
economy. The volume of attracted foreign direct invest-
ments amounted to $4.25 billion, which is 7.6 times hi-
gher than in 2022 but 42% less than in 20217,

The main foreign investors in the corporate segment
in 2022-2023 were companies (brands) that already had
production facilities in Ukraine before the full-scale
invasion of the Russian Federation. Among them are
Carlsberg, Cersanit, Kronospan, Laude, Nestle, Phillip
Morris, Velux. Most of the mentioned international
corporations directed investments to relocation of pro-
duction, repair of damaged facilities and social projects,
using the services of the Ukrainelnvest investment at-
traction and support office. In addition, a number of

% KUMAR, Sunil; CHAKRABORTY, Abhishek; SHARMA, Dr
Sheetal. Green Investments: Implications on Sustainability. Indian
Journal of Natural Products, n. 81, p. 65940-65951, 2023. Available at:
https:/ /www.researchgate.net/publication/377700589_Green_In-
vestments_Implications_on_Sustainability. Access on: 16 May 2024.
7 BATRAKOVA, Tetiana Ivanivna. The current state of Ukraine’s
foreign trade under the conditions of economic instability. Digital
economy and economic security, v. 4, n. 04, p. 56-62, 2023. Available at:
https://doi.org/10.32782/dees.4-10. Access on: 16 May 2024.

% FOREIGN ditect investment (2002-2023). Minfin, 1 jan. 2025.
Available at: https://index.minfin.com.ua/ua/economy/fdi/. Ac-
cess on: 16 May 2024.
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corporations (ArcelorMittal, Bayer, CRH, Fixit, Kings-
pan, Onur Group, Unilever) announced their intention
to reinvest funds to support their assets in Ukraine™.

According to the data of the BEuropean Business
Association, more than a third of its members had or
have investment projects in Ukraine in 2022-2024 with
an average investment amount from 3 to $8 million™.

Therefore, despite the military actions, Ukraine
maintains stable foreign economic ties and remains
attractive to foreign investors, mainly those who have
already entered the Ukrainian market. Investments are
directed to the restoration of production capacities, the
creation of reserve energy sources, and the implemen-
tation of new projects. At the same time, the stimu-
lation of foreign investments and domestic business
entities must be balanced to ensure the sustainable de-
velopment of the national economy.

On the one hand, Ukraine needs significant finan-
cial resources for the reconstruction of war-damaged
territories, so actively attracting foreign investments is
critically important. However, excessive stimulation of
foreign investors can pose risks for national enterprises,
reducing their competitiveness and limiting access to
the domestic market.

The key challenge is to create a balanced and stimu-
lating legal regime that would take into account the inte-
rests of all business entities. The legislation of Ukraine
on investments and foreign economic activity needs to
be updated and harmonized with the best internatio-
nal practices. In particular, it is necessary to review the
regulations regarding tax and customs benefits, invest-
ment protection guarantees, and simplification of per-
mit procedures. It is important to ensure transparent
and non-discriminatory conditions for conducting eco-
nomic activities for both domestic and foreign entities.
In order to ensure proportional stimulation of foreign
investments and the creation of a favorable legal regime

¥ SHCHERBYNA, Artem. They invest despite the war. Who and
how much invests in Ukraine among international and Ukrainian
businesses? Review from an investment analyst. Forbes, 8 dec. 2023.
Available at: https://forbes.ua/money/investuyut-popti-viynu-kh-
to-ta-skilki-vkladae-v-ukrainu-sered-mizhnarodnogo-ta-ukrainsko-
go-biznesu-oglyad-vid-investanalitika-artema-shcherbini-08122023-
17779. Access on: 16 May 2024.

¥ VINOKUROYV, Yaroslav. War is not an obstacle. Investments in
Ukraine are growing, but not enough for recovery. What should the
authorities do? Economic Truth, 25 apt. 2024. Available at: https://
www.epravda.com.ua/publications/2024/04/25/712862/. Access
on: 16 May 2024.

of business within the country, it is necessary to take
into account several aspects. As O. Kurepina notes, le-
gal means of a stimulating nature, which can affect the
income or expenses of the state and local budgets, are
subject to assessment for compliance with the criteria
of state aid to business entities. This applies to both
domestic and foreign investors, which ensures equality
and a non-disctiminatory approach™.

Secondly, Ukraine’s current legislation does not esta-
blish a universal mechanism for the application of sti-
mulating legal means since they have different features
and can be classified into vertical (organizational and
legal) and horizontal (contractual) types. For each type
of stimulating legal means, it is necessary to develop an
appropriate implementation mechanism that will ensure
transparency and predictability for all business entities.

Thirdly, within the framework of the post-war re-
construction of Ukraine, special attention needs to be
paid to the use of legal means to stimulate the develo-
pment of regions. It is necessary to bring Ukrainian le-
gislation into compliance with the norms of EU law re-
garding the provision of regional state aid, in particular,
Guidelines for Regional State Aid No. 2021/C 153/01*
The specified step will avoid collisions and create equal
conditions for national and foreign investors implemen-
ting investment projects in certain regions.

Thus, to ensure proportional stimulation, it is ne-
cessary to implement the norms of EU law on state
aid, develop clear mechanisms for the application of va-
rious types of stimulating legal means, and ensure equa-
lity and a non-discriminatory approach to all business
entities, regardless of their origin.

At the same time, foreign investors face certain risks
in the reconstruction of Ukraine, such as an unstable
security situation, potential delays and interruptions in
project implementation, fluctuations in exchange rates,
and inflationary processes. Domestic entities may face
increased competition from foreign companies, which
may adversely affect their market share and profitability.
Excessive stimulation of certain industries or entities

' KUREPINA, Olena. Features of the application of the incen-
tive legal regime of management. Kyiv Journal of Law, n. 1, p. 63-71,
2024. Available at: https://doi.org/10.32782/klj/2024.1.8. Access
on: 16 May 2024.

2 KUREPINA, Olena. Features of the application of the incen-
tive legal regime of management. Kyiv Journal of Law, n. 1, p. 63-71,
2024. Available at: https://doi.org/10.32782/klj/2024.1.8. Access
on: 16 May 2024.
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can distort the conditions of competition and lead to
an inefficient allocation of resources.

Considering the above, forming an effective legal
regime in the conditions of post-war reconstruction re-
quires careful analysis of various factors and achieving
a balance between the attraction of foreign investments
and the support of national enterprises. Only with such
an approach can sustainable economic development,
competitiveness of domestic products, and full integra-
tion of Ukraine into global markets be ensured.

In our opinion, with the aim of creating a favorable
investment climate in Ukraine and increasing its invest-
ment attractiveness, it is expedient to propose a set of
economic and legal mechanisms to stimulate business.
V. Poiedynok notes that the need for huge financial re-
sources for the post-war reconstruction of the country
actualizes the need to use special regimes of economic
activity aimed at reviving the economy and attracting
large-scale investments™. One such mechanism may be
the application of special regimes of investment activi-
ty, which provide special conditions for investors imple-
menting projects in priority industries or depressed re-
gions. Such regimes may include preferential conditions
for taxation, customs regulation, land acquisition, etc.

For example, it is possible to introduce a regime of
priority development territories in war-affected regions,
which will provide for the provision of tax and other
benefits for investors in order to promote the recons-
truction and economic recovery of these territories. In
addition, additional special regimes may be considered,
such as the regime of investment projects with signi-
ficant investments, which will provide for the creation
of special conditions for investors making large-scale
capital investments in the country’s economy, including
tax and land benefits, a simplified procedure for obtai-
ning permits. A regime of special support for the de-
velopment of innovative entrepreneurship, particularly
in cities, may also be introduced, which will provide tax
benefits, a simplified procedure for registering enterpri-
ses, and other measures to stimulate activity in the field
of innovation and technology.
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POIEDYNOK, Valeriia. Special management regimes as a tool
for post-war reconstruction. Law of Ukraine, n. 8, p. 44-55, 2023.
Available at: https://openutl.ebsco.com/EPDB:gcd:3:25450963/de
tailv2?sid=ebsco:plink:scholar&amp;id=ebsco:ged:172836009&am
pscrl=c. Access on: 16 May 2024.

Effective legal regulation and implementation of the
specified special regimes of investment activity can be-
come effective tools for stimulating investments, con-
tributing to increasing Ukraine’s investment attractive-
ness and attracting capital for the development of the
economy.

Another promising mechanism is the stimulation of

investment activities at the local level®*

. Local self-go-
vernment bodies can create local investment support
funds, initiate the construction of investment infras-
tructure facilities, and provide preferences to investors
in the field of communal property. Decentralization of
powers in the field of investment policy will contribute
to increased efficiency and better consideration of the

specifics of specific territories.

Access to financing is a key factor that stimulates in-
vestment activity and facilitates the implementation of
investment projects. In Ukraine, there are a number of
mechanisms for lending and guaranteeing investments
with the participation of the state, international finan-
cial organizations, and commercial banks. One example
is state support for investment projects with significant
investments®. The specified program offers investors
tax and customs benefits, making large-scale capital in-
vestments in the country’s economy more attractive.

The issue of protecting intellectual property rights
and stimulating investments in high-tech industries de-
serves special attention. For this direction, it is necessa-
ry to improve the legislation in the field of intellectual
property, strengthen responsibility for violations of in-
tellectual property rights, and introduce preferential tax
regimes for enterprises investing in scientific research
and innovation. It is worth noting that in 2016, a stra-
tegy for the development of high-tech industries until
2025 was developed in Ukraine, and a plan of measures
for its implementation was approved™, but so far, it has
not been adopted.

* BILYK, Victoria. Investment tools for domestic innovative

business support at regional and local levels. Herald of Khmelnytskyi
National University: Economic sciences, n. 6, p. 424-429, 2023. Avail-
able at: https://doi.org/10.31891/2307-5740-2023-324-6-66. Ac-
cess on: 16 May 2024.

»  UKRAINE. The Vetkhovna Rada of Ukraine. Law of Ukraine
No.1116-1X, on Decenber 17, 2020. On state support of investment
projects with significant investments in Ukraine. Available at: htt-
ps://zakon.rada.gov.ua/laws/show/1116-20#Text. Access on: 16
May 2024.

% UKRAINE. Cabinet of Ministers of Ukraine. Draft order. On
the approval of the Strategy for the development of high-tech in-
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We believe that the lack of a strategy for the deve-
lopment of high-tech industries approved at the state
level negatively affects the investment attractiveness of
the relevant sectors of the economy. The presence of
such a strategic document is an important signal for in-
vestors regarding the priority of the development of
innovative and high-tech industries in the country. In
addition, the strategy should define specific measures,
tools, and mechanisms for stimulating investments in
specified industries, such as preferential taxation, fi-
nancial support for scientific research, protection of
intellectual property rights, etc. The absence of such a
strategy prevents investment in the high-tech sector of
Ukraine’s economy.

In general, the effectiveness of the implementation
of any legal mechanisms to stimulate investment largely
depends on the stability and predictability of the legal
field. Therefore, it is necessary to ensure the consisten-
cy of legislative policy in this area, to avoid frequent
and radical changes in the rules for investors, as well
as to promote the development of the institutional ca-
pacity of bodies responsible for the implementation
of investment policy. The improvement of the judicial
system, the development of arbitration and mediation
procedures, as well as the implementation of internatio-
nal standards of corporate governance will strengthen
the confidence of investors in the proper protection of
their interests.

Comprehensive implementation of the specified
economic and legal mechanisms for economic stimula-
tion will contribute to the improvement of the invest-
ment climate in Ukraine, the attraction of both domes-
tic and foreign investments, which, in turn, will ensure
economic growth, technological development and in-
crease the welfare of the population.

Continuing consideration of the conceptual foun-
dations of stimulating the attraction of investments in
reconstruction projects of Ukraine, it is necessary to
pay special attention to the issue of forming an attracti-
ve investment image of the country in the international
arena. Agaptus Nwozor and Oladiran Afolabi rightly
point out that a positive image is an important factor

dustries until 2025 and the approval of the plan of measures for its
implementation. Available at: https://ips.ligazakon.net/document/
NT2490. Access on: 16 May 2024.

influencing the decision of foreign investors about the
advisability of investing in a particular country”’.

Considering the above, it is advisable to develop a
comprehensive strategy for promoting the investment
potential of Ukraine, which would cover a wide range
of information and communication measures. In parti-
cular, in our opinion, it is necessary to actively popula-
rize successful investment projects implemented by fo-
reign investors on the territory of Ukraine to highlight
the competitive advantages of the Ukrainian market, as
well as to organize thematic events (conferences, exhi-
bitions, etc.) abroad.

We believe that foreign diplomatic missions can play
an important role in forming and promoting a positive
investment image of Ukraine through active interaction
with local business circles, conducting informational
and promotional campaigns, and organizing meetings
and presentations for potential investors. In particular,
they can provide up-to-date information about the in-
vestment climate and opportunities in Ukraine, highli-
ght successful examples of implemented projects, and
promote the establishment of business contacts be-
tween Ukrainian and foreign companies.

In addition to traditional measures, it is advisable to
actively use modern digital tools, such as the creation of
specialized web resources, presence in social networks,
and media campaigns in the digital environment. This
step will allow us to effectively convey information
about Ukraine’s investment opportunities to a wide in-
ternational audience and potential investors.

The formation of a favorable investment climate
and a positive image of Ukraine as an attractive coun-
try for foreign investments requires a comprehensive
approach. Firstly, the implementation of the OECD
Principles of Corporate Governance in legislation and
practice is ensured, which increases the confidence of
investors®™. Secondly, investment infrastructure is being
developed, in particular, industrial parks, business in-
cubators, and logistics centers at the national, regional,
and local levels. Thirdly, the legislation is harmonized

7 NWOZOR, Agaptus; AFOLABI, Oladiran. Keeping up ap-
pearance? Nigeria’s anti-corruption crusade and image dilemma in
the global arena. Journal of Financial Crime, n. 3, p. 813-827, 2023.
Available at: https://doi.org/10.1108/JFC-02-2022-0039. Access
on: 16 May 2024.

% OECD. OECD guidelines for corporate governance in state-
owned enterprises. Paris: OECD, 2015. Available at: https://doi.
org/10.1787/9789264312906-uk. Access on: 16 May 2024.
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with the EU law, in particular, in the field of commer-
cial mediation and representation, which contributes to
the attraction of investments and access to European
markets. In our opinion, the comprehensive implemen-
tation of the mentioned measures will strengthen the
investment image of Ukraine and attract the necessary
financial resources for economic development.

Improving the legal regulation of commercial me-
diation plays an important role in forming a favorable
investment climate and a positive image of Ukraine as
an attractive country for foreign investments. Harmoni-
zing legislation in this area with EU law will contribute
to attracting investments and allowing Ukrainian com-
panies to enter European markets.

Researchers single out the following key services in
this field: search for potential foreign partners, prepa-
ration of draft contracts and their conclusion, organi-
zation of transport and forwarding services, and ad-
vertising and marketing activities for the promotion of
goods and setvices in foreign markets”. Complemen-
ting the list, we can highlight other important functions:
crediting parties and providing guarantees of payment
for goods, which consists of financial support of the
participants of the agreement and minimizing the risks
of non-fulfillment of obligations; various related servi-
ces, in particular, providing advice on international law,
technical maintenance, translation of documentation
and other services that contribute to the improvement
of the trade process.

The current regulatory legal framework of Ukraine,
which regulates the field of commercial mediation, in
particular the Commercial Code of Ukraine®, is charac-
terized by the presence of a number of shortcomings
and gaps, which cause legal uncertainty and create obs-
tacles to the implementation of such activities. In parti-
cular, there is a lack of clear definitions of various types
of commercial intermediaries, their rights and obliga-
tions, and mechanisms for protecting their interests.
There are also problems with the regulation of certain

¥ MANZYUK, Vasyl; ZABOROVSKYY, Victor; VASHKO-
VICH, Victoria. On the development of legislation on commercial
brokering in business. Uzhhorod National University Herald. Se-
ries: law, n. 71, p. 167-176, 25 aug, 2022. Available at: https://doi.
org/10.24144/2307-3322.2022.71.28. Access on: 16 May 2024.

% UKRAINE. The Verkhovna Rada of Ukraine. Code of Ukraine
No.436-1V; on January 16, 2003. Commercial Code of Ukraine. Avail-
able at: https://zakon.rada.gov.ua/laws/show/436-15#Text. Ac-
cess on: 21 May 2024.

aspects of mediation contracts, in particular territorial
restrictions, non-exclusivity conditions, compensation
in case of contract termination, etc. Additional obsta-
cles are administrative barriers related to taxation and
currency regulation of commercial mediation opera-
tions.

In our opinion, the improvement of the legisla-
tion on commercial mediation should take place in the
following directions: harmonization of definitions of
various types of commercial intermediaries (agents, dis-
tributors, commission agents, etc.) in accordance with
Huropean practice and elimination of uncertainties
and gaps; a clear definition of the rights and obliga-
tions of parties to mediation agreements, mechanisms
for protecting their interests; implementation of Huro-
pean standards regarding requirements for mediation
contracts, in particular terms on territorial restrictions,
non-exclusivity, compensation in case of termination
of the contract, etc.; improvement of approaches to
taxation and currency regulation of commercial media-
tion operations in order to eliminate administrative bar-
riers; development of the institutional capacity of state
authorities in the sphere of regulation and support of
commercial mediation.

Proper legislative regulation of the commercial me-
diation industry in accordance with European standards
will create favorable conditions for the development of
international trade, attraction of foreign investments,
and promotion of Ukrainian goods and services to fo-
reign markets. This, in turn, will have a positive effect
on Ukraine’s investment image and economic growth
as a whole.

3 Conclusion

In the process of rebuilding Ukraine after the end
of the war, it is critically important to attract large-scale
investment resources that will ensure the restoration
of the destroyed infrastructure, stimulate economic
growth, and increase the welfare of the population.
In order to effectively stimulate investment in recons-
truction projects, a number of key principles must be
followed. First, a comprehensive approach should be
applied, which involves the use of various legal, econo-
mic, organizational, informational, and communication
mechanisms for investment stimulation. Only their ba-
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lanced combination will ensure the maximum effective-
ness of the state’s investment policy.

Secondly, it is extremely important to create a favo-
rable investment climate by forming a predictable and
transparent regulatory environment that will guarantee
proper protection of investors’ rights, risk minimiza-
tion, and equal conditions for all market participants.
The specified direction provides for the improvement
of legislation, the development of authorities’ institu-
tional capacity, and the introduction of effective mecha-
nisms for the resolution of investment disputes.

Thirdly, the use of stimulating mechanisms should
be targeted and take into account the priority of certain
sectors of the economy and war-affected regions. Con-
centrating investment resources in such areas will speed
up their reconstruction and ensure sustainable econo-
mic growth. At the same time, it is necessary to achieve
a fair balance between attracting foreign investments
and supporting national economic entities, avoiding ex-
cessive stimulation of some at the expense of others.

Another fundamental aspect should be the prioriti-
zation of “green” investments in renewable energy pro-
jects, energy-efficient technologies, and environmental
protection measures. In addition to the ecological effect,
such a step will contribute to Ukraine’s transition to a
model of sustainable development. It is also important
to stimulate investments in high-tech industries and in-
novations, which will ensure technological progress and
increase the competitiveness of the national economy.

Effective implementation of investment policy re-
quires decentralization of powers and resources in the
specified area, which will allow local self-government
bodies to stimulate investments, taking into account the
specifics of the respective territories. In addition, it is
critically important to intensify international coopera-
tion, promote a positive investment image for Ukraine,
and popularize its investment potential on the world
stage. The specified vector will contribute to the attrac-
tion of foreign capital and the access of Ukrainian en-
terprises to international markets.

Adherence consistent with these principles will allow
Ukraine to mobilize the necessary investment resources
as effectively as possible to rebuild the infrastructure
destroyed by the war, revive the economy, and ensure
the sustainable development of the state in the post-
-war period.
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