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FOREIGN DIRECT INVESTMENT AND ITS IMPACT ON ECONOMIC
AND ENVIRONMENTAL DEVELOPMENT

Anastasiia H. Yaremenko!

In the development of the national economy investment plays a crucial role, and the investment process is a determinant of
economic development. The investment process is understood as the process of investing resources into real objects in order to achieve
the expected level of profitability in the form of material income or social benefits. The investment process does not exist by itself, its
role and importance is manifested both in a specific sphere of activity and in the system of economic relations as a whole. The study
of the investment process as an integral economic system is possible through the reflection of its constituent elements: the subject, the
object of investment, the interaction between them and the environment in which these elements interact. And by analyzing the stages
of the investment process, it is possible to understand at what stage problems arise that reduce the likelihood of attracting investment,
that is, one can clearly identify a specific problem and easily fix it. In addition, in order to better understand the investment process, it
is necessary to consider the methods of its regulation, because the methods and mechanisms of regulation are extremely important: they
can both stimulate investment activity and reduce it. It is said that investment always has a positive effect, but this is not true. The article
examines the positive and negative effects of attracting foreign direct investment. The investment process through the prism of the
amount of FDI in the economy of Ukraine is also considered, the main directions of investment are defined. Since investment is the basis
for the development of various levels of the economic system and is necessary for the modernization of the economy and increasing
the rate of production, their attraction contributes to the development and expansion of the country's potential. In turn, attracting
investment depends on the quality of implementation and regulation of the investment process. The results of the investment process
improve the overall macroeconomic indicators of the country's economic development, it has a positive impact on the country's image
on the world arena. Thus, investments are the basis of effective functioning of the country and the investment process deserves attention.
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Introduction. The study of the problem of investment
in the country's economy has always been in the center of
attention of economic science. This is due to the fact that
the course on investment and innovation development of
the world economy and national economies of developed
countries significantly intensifies the scientific search for
new approaches and theoretical provisions of investment
activity. In addition, the transformation processes in
Ukraine have been going on for more than ten years.
The transition to a regulated market economy has changed
the functions of investors and participants in the investment
process, modified the principles of their activity. In the
conditions of development of the national economy
investments are the basis of development of different levels
of economic system and an integral part of intensification of
investment processes. They are necessary for the increase
of production rates and modernization of economy. And
under the investment process is understood the process
of investing resources in real objects in order to achieve
the expected level of return in the form of material profits
or social benefits. The investment process is a component
of investment activity, which is a very important issue for
Ukraine today. Attraction of investments contributes to

the development and expansion of the country's potential,
which, in turn, depends on the quality of implementation
and regulation of the investment process. That is, the
more active the investment process is, the faster the
effective market transformations in the country take place.
And the results of investment processes improve the overall
macroeconomic indicators of economic development
of the state, which has a positive impact on its image in
the world arena. The investment process is a component
of investment activity, which is a very important issue
for Ukraine today. Attraction of investments contributes
to development and expansion of the country's potential,
which, in its turn, depends on quality of implementation
and regulation of the investment process. That is, the
more active the investment process, the faster the effective
market transformations occur in the country. And the
results of investment processes improve the overall
macroeconomic indicators of economic development of
the state, which has a positive impact on its image in the
world arena. The investment process is a component of
investment activity, which is a very important issue for
Ukraine today. Attracting investment contributes to the
development and expansion of the country's potential,
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which, in turn, depends on the quality of implementation
and regulation of the investment process. That is, the more
active the investment process, the faster the effective market
transformations occur in the country. And the results of
investment processes improve the overall macroeconomic
indicators of economic development of the state, which
positively affects its image in the world arena. The more
active the investment process, the faster the effective
market transformations in the country. And the results of
investment processes improve the overall macroeconomic
indicators of economic development of the state, which has
a positive effect on its image on the world stage.

Analysis of the recent research and publications.
Scholars hold different views on the interpretation of
the concept "investment process"”, for example, Gitman
and Jonk offer the following definition: "The investment
process is a mechanism for attracting potential investors
and those who need them." [3, p. 11] Tumusov, considering
the investment process as the movement of capital, believes
that "the investment process is a process of reproduction
and accumulation of means of production and finance
to ensure the movement and reproduction of capital”
[4, p. 13]. According to Shevchuk, the investment process
is a sequence of works of intellectual and physical nature,
which serve to create the object, as well as directly and
indirectly affect it [5, p. 13].

The purpose of research. To consider the essence
of the investment process and its main components.
To analyze the stages of the investment process and methods
of its regulation, to highlight the goals and principles of
regulation. To examine the investment process through
the prism of foreign direct investment in the economy of
Ukraine.

Research results. Having considered several inter-
pretations of the concept of the investment process, the
author wants to offer a different one. The investment process
is a continuous in space and time process of implementation
of investment strategies, during which investment resources
are collected and invested in the objects of the investment
process to achieve a certain economic or social goal. Based
on the various definitions of the concepts and the essence

of the investment process, it is possible to identify its
specific features:

— investments require significant financial costs;

— income (benefit) from investments can be obtained
only at the stage of operation of the object in which they
invest;

— risks are an integral part of investing.

— It is suggested to consider the structure of the
investment process (Table 1).

For a detailed understanding of the investment process
consider its stages (Figure 1).

The motivation to carry out investment activity is a
priority, because its motive is the excess of certain funds in a
potential investor and his desire to obtain additional income
or social benefit through the implementation of investments.

Justification of the expediency of investment is also a
priority, because the investor must study the market, the
position of the company or industry in which he plans to
invest, and adequately assess the situation, ask himself the
provocative question: "Is it worth it or not?" At this time,
the requestor must draw up a sound business plan for the
project and convince the investor to invest in his project.

As for the state regulation of the investment process,
it is necessary to monitor the proper implementation of
the contractual agreements between the investor and the
customer and the resolution of conflicts in case of disputes.

Financing of the investment process, i.e., its resource
provision, can be carried out by the investor himself, as
well as with the help of other participants in the investment
process, for example, the state.

The development of an investment leads to the
beginning of the activity in which it is invested: whether
it is construction, or research, or the development of an
innovative startup. At the end of this activity, the "object"
is put into operation.

The customer and the investor must constantly monitor
the process of project implementation, evaluate the results
and, if necessary, make adjustments to effectively and
accurately meet the goal.

Regulation of the investment process is carried out
in accordance with the Law of Ukraine "On Investment

Table 1 — The main components of the investment process

Participants

Investment objects

Financial sources

Investors: natural and legal persons
of Ukraine and other states; the state;
other states, international organizations.

Financial investments: securities:
stocks, bonds, bills, bank
contributions, deposits.

Domestic investments: public investments,
investment resources, insurance, pension funds,
depreciation fund.

Clients: natural and legal persons
of Ukraine and other states; the state.
trademarks).

Real investments: tangible
(buildings, equipment, land);
intangible (patents, licenses,

Foreign investments: private foreign investments,
state foreign investments, funds of international
financial organizations.

Contractors

Suppliers of raw materials .
experience.

Intellectual investments: patents,
licenses, trademarks, know-how,

Financial sources can still be divided into: private
investments (natural persons and legal entities

of Ukraine), public investments (central and local
authorities), foreign investments (individuals and
legal entities of foreign states, foreign countries,
international organizations).

Source: created by the author based on sources [1; 2; 6]
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Figure 1 — Stages of the investment process

Source: created by the author based on the source [1]

Activity", as investment activity includes the investment
process. The Law "On Investment Activity" interprets that
state regulation of investment activity is carried out in order
to implement economic, scientific, technical and social
policy on the basis of goals and indicators of economic and
social development of Ukraine, state and regional programs
of economic development, state and local budgets. they have
the amount of investment activity financing [7].

Regulation of the investment process is carried out
through tax policy, credit and depreciation system,
establishment of legal norms of investment, as well as
through ensuring proper functioning and implementation of
this regulatory system. For example, the use of tax vacations
for enterprises affects the development of production, and
the introduction of accelerated depreciation in enterprises
leads to an increase in profits and, accordingly, deductions
for investment.

Consider in more detail the main objectives of the
principles and forms of regulation (Table 2).

The investment process is an important component of
the economy, as its effective implementation ensures the
reproductive processes in the country, such as the restoration
of the workforce, renewal of fixed assets and much more.

According to my definition of the investment process,
the author concludes that its main purpose is to provide the
most effective ways to implement the investment strategies
of the country, enterprise or individual.

Effective stimulation of the investment process leads to
an increase in investment in the budget of the country and
in the budgets of business entities.

Stimulating the investment process is to ensure:

— high rates of economic development of the country
and competitiveness of industries;

— maximum profitability from investment activities;

risk minimization;

— rapid reinvestment
investments [9].

It should be noted that the stimulation of investment
activity has both positive and negative effects on the
country's economy.

Consider this statement on the example of foreign direct
investment, presented in Table 3. Since the state currently
seeks to attract foreign investors in the economy of Ukraine,
it is advisable to investigate this issue and identify the pros
and cons of foreign investment in the economy.

It should be added that each direction has its advantages
and disadvantages, but attracting foreign investment
today is one of the leading ways to improve the economic
situation in the country. That is why the author considers
it necessary to pursue an active policy of stimulating
investment activity in order to attract both domestic and
foreign capital. To trace the dynamics of investments,
consider the volume of direct foreign investments in the
economy of Ukraine (Figure 2).

Analyzing Figure 3, it can be said that in 2015 and
2016 the volume of FDI was almost unchanged, while
in 2017 and 2018 there was a slight decrease of 0.9%
and 1.1%, respectively. The largest amount of FDI was
observed in 2019, which was 10.9% more than in 2018.

The most popular areas for investment are industry:
wholesale and retail trade; financial and insurance activity;
information and telecommunications. At that, industry
accounts for 34% of investments, wholesale and retail
trade and financial and insurance activities — 13%, and
information and telecommunications — 9% of the total
foreign direct investments.

and optimal liquidity of

Table 2 — Characteristics of the regulation of the investment process

Objectives

Principles

Forms

— achievement of maximum effect from
investments

creation of conditions for the development
of priority industries

— creating conditions for attracting foreign
investment

projects

— strengthening the regional economy
— increase the entity's own funds in financing

— allocation of budget funds for the
implementation of state priorities

— examination of investment projects
— ensuring investment protection

— tax regulation of activities

— providing financial assistance

Source: created by the author based on the source [8]

N2 1-2 (95-96) 2022

35



MexaHi3M perynaoBaHHsI EKOHOMIKH

Table 3 — The impact of foreign direct investment on the country's economy

Positive impact Negative influence

Demonstration example of a modern progressive enterprise. Uncertainty of local entrepreneurs to do the same.
Positive foreign economic effects of an enterprise with foreign | Loss of efficiency due to increasing demand for factors
investment. of production.
A company with foreign investment can give an advantage Enterprises with foreign investment can take resources
to local suppliers by placing large orders. from domestic enterprises.
Competition encourages local firms to work more efficiently. Structural unemployment due to competition.
Further training of their employees benefits other firms when Long-term general economic consequences:
employees move on to other jobs. — the emergence of dependence on foreign investors;

Krai . h . £ such . — increase of imperfect competition;
Ukraine receives taxes on the net income of such an enterprise. | deterioration of the environmental situation.

Source: created by the author according to [10]
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Figure 2 — Volumes of FDI in the economy of Ukraine and their growth rate

Source: created by the author according to data [11]
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Figure 3 — The structure of FDI in the economy of Ukraine by type of economic activity
Source: created by the author according to data [11]
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Conclusions. The investment process should be
considered as a process of investing investment resources
into real objects in order to achieve the expected level
of profitability in the form of material benefits or social
goods. It is an integral part of investment activity regulated
by the Law "On Investment Activity". There are many
methods of regulating the investment process, but they
are not always effective. There are 6 main stages of the
investment process: motivation of investment activity;
justification of expediency of investment; state regulation
of the investment process; financing of the investment
process; development of investment; putting the object
into operation. The investment process is an important
component of the economy, as its effective implementation

ensures the reproduction processes in the country, such as
the recovery of the workforce, the renewal of fixed assets
and much more. While studying the impact of FDI on the
economy of the country, were found out that there are both
positive and negative consequences. Nevertheless, the
largest volume of FDI is directed to industry, wholesale
and retail trade, financial and insurance activities. Thus,
investment plays a leading role in restructuring the national
economy, ensuring technical progress, improving economic
performance. Investments are the source of investment
in the form of modern means of production, increase the
welfare of the population, promote innovation, increase
labor productivity. And the efficiency of investment
processes plays a key role in attracting investment.
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i IPAIMI IHO3EMHI IHBECTHUIIIT .
TA IX BIIVIMB HA EKOHOMIYHHUH TA EKOJIOT'TYHUHU PO3BUTOK

Awnacracia I'puropiBua SIpemenko’

B ymosax pozsumky HayioHanbHOI eKoHOMIKU TH8eCmuyii 8i0ieparms HAO36UYALIHO BANCIUBY POTb, A THEECMUYILHULL npoyec €
BUBHAUANLHUM YUHHUKOM eKOHOMIYH020 po3eumky. 11i0 ineecmuyilinum npoyecom po3ymiloms npoyec 6KAAOEHHS THEeCMUYIliHUX
pecypcis 6 peanvHi 00 'ekmu 3 Memor 00CSASHEHHsL O4IKY8AHO20 PIGHS OOXIOHOCMI Y 6U2TIA0L MAMEPIATbHO20 NPUOYMKY ab0 COYiaTbHUX
6U200. IHeecmuyitinull npoyec He iCHye cam no cobi, 11020 pob Md 3HAYEHHs NPOABIAEMbCA AK 8 OKpeMill cghepi OisnbHOCHI, MAK U 8
cucmemi eKOHOMIYHUX 8iOHOCUH 6 yinomy. [locniodcenns ineecmuyitino2o npoyecy AK YinicHoi eKOHOMIYHOT cucmeMuy MOXCIU8e Yyepes
81000padicenHs i CKIA00BUX eleMeHmIE: CyO €Kma, 00 €Kma IH8eCmy8aHHsi, 83aEMOOLL MIJC HUMU, | cepedosuyd, 8 IKOMY yi enemMenmu
83a€MO0TIOMb. 3a605KU aHAIZY CMAOI THECMUYILIHO20 NPOYECY, MONMCHA 3POIYMIMU HA SKOMY emani € npoonemu, wo 3MeHWyoms
8ipO2IOHICb 3anyuents THgecmuyitl, MOOMO MOXMCHA YiMKO 8UASUMU KOHKPEMHY npoonemy ma aeeko ii niksioyeamu. Okpim moeo,
07151 2MIUOUL020 PO3YMIHHA THBEKMUBHO20 NPOYECY BAPMO PO32AAOAMU MeMOOU 1020 Pe2yII068aHHsl, Addce CnocobU ma Mexamizmu pey-
JIIOBAHHSA € HAO3BUYALIHO BANCIUBUMU. BOHU MOJCYNb AK CIMUMYTIO8AMU THBeCMUYIIHY OisibHICMb, Mak i sHudcysamu ii. Icnye meep-
00#Cents, Wo IHeeCmuYii 3a621CO0U NPUHOCAMb NOSUMUSHUX eheKm, npome ye He 306CiMm mak. Y cmammi po3ensaHymo nosumueHi ma
He2amueHi HACAIOKU 3AIYYAHHS NPAMUX IHO3eMHUX THeecmuyitl. Taxooic, po3ensHymo iHeeCmMuyiiHUuLL npoyec yepe3 Nnpusmy KilbKoCmi
1111 6 exonomiky Ykpainu,; euasneno ocHosHi cghepu ingecmysarnis. OCKinbKu iHgecmuyii CMano8ams 0CHO8Y PO3GUMKY PI3HUX DIGHIE
EKOHOMIUHOI cucmemu ma € HeoOXiOHUMU O MOOEPHI3ayii eKOHOMIKU | HapOWYEaH s MeMNie 8UpoOHUYMEa, mo i ix 3a1y4eHHs 0ono-
Maz2ae po3eumky ma po3ulupeHHIo NOMeHyiany Kpainu. Y ceoio uepey, 3anyuents iHeecmuyill, 3a1eicums 610 AKoCmi 30IUCHeHHs ma
pe2yioeants ingecmuyitino2o npoyecy. Pezynomamu ingecmuyitino2o npoyecy nOKpauwjyioms 3a2aibHi MAaKkpoeKoHOMIUHI NOKA3HUKU
EKOHOMIYHO20 PO3GUMKY 0EPIICABU, Ye NOZUMUBHO GNIUBAC HA IMIOJIC Kpainu Ha ceimogiti apeni. Tooic, ineecmuyii € 0cHosolo epexmus-
HO020 (DYHKYIOHYSAHHS KPAIHU, A IH6eCMUYILHUL NPoYec 6apmull Yéazu.

Knrouosi cnosa: insecmuyitinuii npoyec, ineecmuyii, npsami iHo3emHi iHgecmuyii.
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