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CONCEPT OF INVESTMENT CLIMATE MANAGEMENT: MODELS OF
MONITORING AND INNOVATIVE IMPLEMENTATION

POOJA BANGARU

Urgency of the research. The objective realities of the 21st century life are the following: the instability in the development of
world business processes, the disproporion of the economic state ofthe countries of the world due to the
strengthening of the interstate exchange nonequivalence, the limitation of innovation progress and technological
achievements of the developed countries, a critical and increased competition between the leading countries for the
distribution of world markets, as well as limited resources. The effectiveness of public administration is one of the main driving
forces to combat growing disparities, an increased competitiveness of states and to ensure their sustainable economic
growth.

The basic mechanism to ensure the economic development stability is to refocus the Ukrainian economy to a long-term
development vector and to extrapolate the state economic problems to strategic planning of the state national economy
development for the medium and long term perspective.

Target setting. The issue of achieving sustainable economic growth in Ukraine requires the intensification of innovation and
investment processes, the reorientation from current management and regulation to long-term strategic planning.

The domestic practice shows that development strategies for certain types and areas of activities do not ensure their
balance conceming resources, time and priorities.

It is necessary to constantly monitor the development state of the Ukrainian economy and to en- sure the formation of a
comprehensive mechanism for investment climate regulation by the state.

Actual scientific researches and issues analysis. Such economists as H. Matsibora, A. Rohach,

H. Spaskyi, Yu. Khvesyk, H. Cherevko [2 - 4] have investigated the investment climate state regulationissue in Ukraine and
conducted the search for ways to conduct its comprehensive evaluation.

The formation issues of an effective mechanism for investment climate state regulaton have been reflected in the works
of domestic scientists, such as V. Amitan, V. Mamutov, V. Lotosh, A. Pyrohov,

S. Pisarenko, A. Udalykh and others [5, p. 59-61; 6, p. 94-100].

The analysis of these sources indicates that a number of issues related to the formation of a mech- anism for state
regulation and a comprehensive assessment of the investment climate state of the Ukrainian economy remain unresolved:
the scientific literature provides a wide variety of views on the specific content of the information base of such research.
Uninvestigated parts of general matters defining. The issues related to the intensification of in- vestment processes have
repeatedly become the subject of scientific research in Ukraine; this scientific research has been mainly directed to study
the investment climate macroeconomic factors, the development of tools to attract foreign investment, the analysis of certain
aspects of investment processes at the national level [3]. The implementation of a systematic approach to manage the
Ukrainian economy investment climate, conducting a comprehensive assessment of its state in the current conditions of
transformation of globalization still remain relevant, despite the significant number of investigations, scientific publications
and publications of domestic and foreign scientists on the issue of cre- ating a regulatory framework. Therefore, there is an
urgent need for further practical research in this direction.

The research objective. The aim of the article is to create a comprehensive model for assessing

the investment climate state of the country and to introduce innovations into the state regulation of the Ukrainian economy
investment climate.

The following shall be made in order to achieve the goal of scientific research:

-a scheme to manage the national economy innovative development shall be developed on the basis of theinvestment

climate management concept;

-a comprehensive index model for assessing the state of the investment climate of the Ukrainian economy shallbe
created;

-the organizational-economic mechanism of state investment climate regulation shall be formed.

The statement of basic materials. The formation of the investment climate in Ukraine is one of the fundamental
concepts when drawing up plans for the state economy development that is focused on the needto identify the
components of the investment climate management levels and to reproduce the comprehensive picture of its
regulation within the Ukrainian economy. It is necessary to take into account the interrelation of the levels at various stages of
the business sphere and to create a holistic approach between state authorities, business structures, potential investors
and the interna- tional world community in the search for a conceptual approach to the formation of investment climate
management levels.

The main levels that form the investment climate in the national economy are shown in Fig. 1.
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5. The state investment policy in the sphere of investment climate improvement

4. Investment priority of the state that forms its image on the world stage
3. Investment attractiveness (sectors of economy, region, etc.)

2. Investment sphere, which reflects the interests of business structures, the international community

1. Investment process reflecting the interests of a potential investor

Fig. 1. Investment climate management levels in the Ukrainian economy within the context of a long- term
strategic perspective formation

Thus, we shall distinguish the five main levels in the process of researching the levels of invest- ment climate
management in the national economy, namely: the investment process; the investment sphere; the investment
attractiveness; the investment priority; the investment policy of the state. Oneof the main levels and the top of
the hierarchy of the investment climate management levels is the state investment policy. When implementing a
systemic public investment policy, itis important to harmonize it at regional levels, which shall take into account the
prospects for the development of ter- ritorial units with their specific characteristics, namely, the search for the
possibility to develop a poten-tial investment attractiveness with innovative characteristics.

A diagram of the relationship between investment climate management levels in the national
macro, meso- and micro levels is shown in Fig. 2.

The above-mentioned diagram of the relationship between the levels of the investment climate meets the
target to manage the investment climate in Ukrainian economy, since it determines the range of
components that need to be influenced, and distributes this influence to quantitative (aimed at optimizing financial
activity in the state) and qualitative (aimed at improving business image of Ukraine by means of active counteraction
to negative factors of the external environment).

The effective investment climate management of the Ukrainian economy according to a certain hi- erarchy will
improve the overall level of the state investment climate, which, in its turn, will improve the investment image at the
highest levels of the hierarchy and reduce the negative impact of external factors.

Thus, the activation of investment activity is possible only on the basis of identifying and systema- tizing the
levels of investment climate management in the national economy, making it possible, based

econ- omy at
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on the information received, to develop a comprehensive concept of investment climate managementinthe

national economy.

MACROLEVEL
State investment policy Investment attractiveness of the state Investmentimage of the state
Investment climate of the state Investment activity of the state Decision on the implementation
of investment projects
MESOLEVEL

The prospects for the development of regions (oblasts, cities) of Ukraine

Indicators characterizing

the activity of enterprises in

Specific ratio of indicators characterizing the activity of enterprises in
each region according to relevant indicators in order to identify the dy-
namics of the economy state and the reserves for its improvement

each region of the state in
relation to the total volume
of investments in the

Ukrainian economy

A

v

MICROLEVEL
Prospectivity of the development of enter- Financial state of enterprises in priority sectors of the
prises in priority sectors of the economy economy
Competitive position of enterprises in priority Intensity of financial flows of enterprises according to
sectors of the economy the priority sectors of the economy
Degree of environmental friendliness Investment risks of enterprises functioning in priority
sectors of the economy and the probability of their
bankruptcy

Ranking of blocks reflecting the level of the investment climate in the economy of Ukraine

Fig. 2. Scheme showing interrelation between the levels of the investment climate of the Ukrainian economy

hierarchy "state - sector (region) - enterprise"

The investigation has shown that it is necessary to form the investment climate management concept in the
national economy due to the lack of the integrated system to manage the national economy investment climate and
the need to systemize and interconnect its management levels within the hierarchy: "the state - an economic sector
(region) - an enterprise". The analysis of domestic and foreign literature has shown that it is necessary to
introduce the term "investment climate management con- cept', which has not been used by scientists as a complex
concept. The development of the invest- ment climate management concept as an integral system of views on this
process shall be carried out on the basis of understanding the content of the investment climate concept and
involves the formulation of its initial provisions. Given that management activities involve the development and
implementation of management impacts, the theoretical basis for the development of the investment climate
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management concept in the national economy shall include the three key aspects: the investment cli- mate
management functions, investment climate management components and the management level.

Let us formulate the author's definition on the basis of the foregoing: the concept of investment cli- mate
management is a set of components, which allow to ensure the formation and development of investment potential
through the appropriate structural elements, to gain competitive advantages and increase the efficiency of the
national economy in order to achieve strategic development goals.On the basis of the investment policy
development process in the field of investment climate manage- ment, note that the formation of the investment
climate management concept occurs through the achievement of two additional goals: the development of the
investment market and the increase in the efficiency of the authorities in areas directly or indirectly related to
investment activities of the state.The structural concept of investment climate management in the Ukrainian economy
is shown in Fig. 3.

Thus, investment climate management in the national economy includes three main components:

— the components of the investment climate management system in the national economy;

— the levels of investment climate management in the national economy;

— the investment climate management functions in the national economy.

Compiling the obtained results of investment climate management concept in the Ukrainian econ- omy, we
propose a scientific and methodical approach, which is a system built on the synthesis of state and
market instruments to ensure investment attractiveness and the formation of the investment sector.

Analysis of current trends in investment climate management in the Ukrainian economy makes it possible to
determine that improvement is possible only through a clear state policy, a combination of sector and territorial
management, strengthening of the role of autonomous public bodies and the ap- plication of a mixed management
regime.

The process of investment climate state regulation will ensure a number of conditions that include the terms of the
financial mechanism, macroeconomic, environmental, financial and political condi- tions, conditions of motivation,
regulatory and legal, social and ethnographic conditons, as well as the conditions for information and
govemment incentives support.

Based on the formation of the investment climate management concept in the Ukrainian economy and taking into
account the need for constant monitoring of statistical indicators in assessing the state investment climate, it is
necessary to create an objective integrated management model for it due to the current globalization
transformation conditions around the world. Currently, there are many differ- ent approaches to evaluate the state of the
world investment climate, the rating of states, the index approach, etc. However, itis not possible to single out only one
objective approach in evaluation of theUkrainian investment climate under the conditons of permanent
transformations of the external eco- nomic environment, the imbalance in the inflow of foreign capital into the economy
and the increased world competition. Consequently, there is a possibility to form clear prospects for long-term
potential development of the state using a generalized model to assess the investment climate in Ukraine, based
on the world rating assessments, that allows to continuously monitor the economic environment state and to
rapidly make the decisions in the field of systematization and improvement of economic indicators.

It will also be of relevance to select criteria for the formation of mechanism coordinating the activi- ties of
monitoring entities, which will create an optimal national monitoring model in Ukraine. One of the main
conditions to develop a comprehensive monitoring model is the possibility to timely obtain the complete and reliable
information about the investment policy conducted by all participants of the in- vestment process. The developed
supervision shall be adjusted subject to investment environment changes and if there is uncertainty and
variability of investment results.

The information basis for monitoring research is the database of systematized statistical indicators that ensure the
formation of a comprehensive view of the investment environment state in the context of globalization. Therefore, an
investment activity increase at the present stage of Ukrainian economy development requires issues that develop a
system of indicators characterizing the investment climate state at the macro, meso- and micro levels of the
national economy to become relevant.
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— Planning the development of the investment potential of the state

v
Organization of the investment movement (internal, external) Investment priority of the national economy
within the economy of Ukraine
L7
Realization of state investment policy measures in regard to the
long-term strategic development of the economy

State investment policy

A

\4
A

Investment attractiveness of Ukrainian economy

¥ Investment economy sector
o Monitoring the investment climate state and the economy of
i Ukraine using the existing models The investment process in the national economy <
FUNCTIONS OF THE INVESTMENT CLIMATE LEVELS OF THE INVESTMENT CLIMATE
MANAGEMENT IN THE NATIONAL ECONOMY MANAGEMENT IN THE NATIONAL ECONOMY

INVESTMENT CLIMATE MANAGEMENT CONCEPT IN THE ECONOMY OF UKRAINE

COMPONENTS OF THE INVESTMENT CLIMATE MANAGEMENT IN THE ECONOMY OF UKRAINE

|

State investment policy |<— —>| Investment mechanism

Complex of tools for motivating and stimulating the
investment climate development

Investment climate management subjects

A

Investment climate management objects

A

Investment climate supervision and control

Fig. 3. The concept of investment climate management in the economy of Ukraine
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There are a lot of models around the world to assess the investment climate state, namely:

— the method to sum the places in the rating;

— the point-based method of assessment;

— the Method of Multidimensional average point

— the Pattern method.

The above-mentioned methods to assess the investment climate state have a number of significant
shortcomings, which makes itimpossible to use them objectively under conditions of rapid changes of theinfluence of
macro-, meso-, and microenvironmental factors:

— the inexpediency to use certain indicators in the model;

— the impossibility to determine the conftribution of each indicator, used in the model, to the overallrating;

— the availability of expert assessments.

When selecting the methodology to assess the investment climate of the state, it is necessary to take into
account a number of classification characteristics of evaluation methods that will help to form a model for
assessing the investment climate state allowing to meet all the requirements of the busi- ness orientation of the state
development.

A list of the main classification features of methodologies for assessing the investmentclimate state
is shown in Fig. 4.

CLASSIFICATION FEATURES
OF THE INVESTMENT CLIMATE
EVALUATION TECHNIQUES

The emergence ofa
methodology to assess the
investment climate state

[l
T
Foreigntechniques Ukrainian techniques Mixed techniques

The number of levels in the
investment climate assessment
framework

1 1 1
Investment n .
Investmentsphere altraitsiveﬁess Investment priority Investment Policy

Approach to the
assessment of the
inve stment climate

Investmentprocess|

L

T T 1

Evaluation results

presentation fom
1

I T 1
. . Quantitative
Raurg = Ie

Fig. 4. Classification features of available methodologies for assessing the investment climate state
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Since international methods are not adapted to the use in Ukraine in full and most methods are
adapted only for certain sectors of the economy, and also require considerable resources for their im- plementation, we
propose our own methodology to assess the investment climate state of the Ukraini- an economy, which is based on
the calculation of the integral indicator according to the index model consisting of the four main components:

1 - investment environment - 45% (0,45); 2 -

investment attractiveness - 20% (0,20); 3 -

investment image - 15% (0,15);

4 - investment performance- 20% (0,20).

The target benchmark shall be determined for each the indices, - the optimum maximum value of the index.

The overall indicator of the investment climate is 100% (1).

The index is analytical and complex by its structure and completeness of factors; this provides an objective
trends analysis and opportunities to assess the models of influence on the investment cli- mate,and this shall
provide arguments when considering and adopting a set of managerial decisions on the development of investment
policy in Ukraine.

The index model for monitoring the investment climate state of the Ukrainian economy using the mathematical
proportion for analyzing the investment climate state of Ukrainian economy has been presented in Tab. 1.

Table 1 The
results of monitoring the investment climate state of the Ukrainian economy using the proposed index
evaluation model

Devia
- tion Desired
Indicators of the Ukrainian economy state for the Targe from rate

Name of period from 2009 to 2016 t the dynamics

theindex bench tar- (increase

- get /decrease)
marks bench
-mark

2009 (2010 | 2011|2012 | 2013|2014 |2015 |2016

THE BASIC INDICATOR: INVESTMENT ENVIRONMENT (45% - 0,45)
Institutional environment (15%)

Global Talent

Index all over 33 36 | 38 42 38 41 45 43 100 -57 increase
the World
Investment Risks (15%)
Investment
Riskand - - - 142,82 143,97 |41,54 | 44,6 | 42,8 100 -57,2 decrease
Reliability of
States
Investment potential (15%)
Index of
Economi 48,8 | 46,4 | 45,8 | 46,1 | 46,3 | 49,3 | 46,9 | 48,4 100 -51,6 increase
c
Freedom
HE GENERAL TNDICATOR: INV082TOI\)/IE NT ATTRACTIVENESS (20% -

EBA Investment .
Attraction Index | 2° | 26 | 24 | 22 1,2 1,1 1,2 | 09 5 -41 increase
THE BASIC INDICATOR: INVESTMENT IMAGE (15% - 0,15)

Brand Index - | - |94 |9 |98 |8 | 74| 71 100 29 decrease
oft he states
THE BASIC INDICATOR: INVESTMOI\;(;)A TIVITY/PERFORMANCE (20%
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Index of
invest-ment 418|428 | 439 |443 |445 | 456 |442 | 418 10 582 increase
activty

/performance
?r‘]’tee;ar'z'al 49.32 (51,04 |51.32 |51,53 |47,20 [46,19 | 452 |[4274| 100 | -57.26 | increase
indicator 3

Let us calculate the investment climate state of the Ukrainian economy using the proposed index monitoring
model during the period from 2009 to 2016. The total value of the overall integrated indica- tor (Gll) of the
investment climate of the Ukrainian economy in 2016 amounted to:

20,13+3,6+10,65+8,36 = 42,74% (0,4274)

The calculation of the complex components effectiveness makes it possible to evaluate the effec- tiveness of
supervision over the investment climate in the national economy and to develop directions to optimize the investment
climate management.

The analysis carried out in accordance with the four complex indicators (Fig. 5) showed that the ef- fectiveness of
investment climate management of Ukrainian economy in 2009 - 2016 is very low.

From the standpoint of the international assessment level of the investment climate state of the Ukrainian
economy, the introduction of a comprehensive index model will provide an opportunity to conduct constant
monitoring of the Ukrainian economy investment climate and calculate the overall integral indicator of the
investment climate through monitoring the formed set of international indices.

The analysis carried out in accordance with the four complex indicators (Fig. 4) showed that the ef- fectiveness of
investment climate management of Ukrainian economy in 2009 - 2016 is very low.

12 95<0II =100 120
i T 110
100

Q.8 90

’ 55<0ll <60

'n 80
06 | 70
0.4 " 60
%&M 47,20 461 50

02 !25_O!i _30! — 74 40
0o 30
20

10

e

2009 2010 2011 2012 2013 2014 2015 2016

Fig. 5. The overall integral index of the investment climate in the national economy for the period from 2009 to
2016

The investment climate includes the objective capabiliies of the state (investment potential), the in- stitutional
environment and the conditions of investor activity (investment risk) and allows to compare these indicators. It is
advisable to talk about the formation of investment attractiveness of the state when the investment attractiveness
exceeds the investment risk.

Conclusions. Currently, Ukraine has no single and generally accepted methodology to assess the investment
climate that would ensure the creation of a nation-wide classification system of indices for the components listed further:
the components of the investment environment (institutional environ- ment, investment risk, investment potential) and
investment climate indicators (investment attractive- ness, investment image, investment activity). This situation is
due to the low level of development of the national economy, while publications of various ratings and information
surveys confirm that the vast majority of ratings and indices are aimed at determining the investment potential based
on the level of economic development of a region, rather than across the whole territory of the state, and
conduct only an assessment of investment attractiveness, which is an integral part of the investment climate, rather
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than a comprehensive supervision over the investment climate state in the economy of the country. The analysis  of
foreign methods for investment climate assessment allows to conclude that the construction of an index in
accordance with the criterion of the investment climate state shall be based on a situation system analysis and a
comprehensive search for possible ways of its further development determining the factors that influence the
investor's decision and further implementation of investment projects.
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