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Urgency of the research. Stimulation of investment activ-
ity in Ukraine has always been justified and carried out as one
of the priorities, but lack of clear institutional scheme for the
regulating of investment activity under the influence of admin-
istrative-territorial reform progress stipulate the urgency to
determine the current up-to-date order of institutionalization of
the means for the activization of investments in the national
economy.

Target setting. The essence of the problem is to substan-
tiate the theoretical and practical principles of favourable insti-
tutional environment formation for investments attracting into
the national economy in up-to-date condition on the basis of
institutionalization process essence definition, considering
foreign and domestic experience.

Actual scientific researches and issues analysis. The
theoretical and practical bases for stimulation of investment activi-
ties are determined in works of B. V. Burkynskyi, V. M. Heyets,
V. P. Juk, V. F. Martynenko, A. Pavlyuk, A. A. Peresada., |. Pi-
doricheva, A. M. Poruchnik, Ye. V. Redzhyuk, V. P. Seminozhen-
ko, I. Z. Storonyanska, N. O. Tatarenko.

Uninvestigated parts of general matters defining.
There are unsolved aspects concerning the estimation of the
level and degree of institutionalization of various stimulation
measures of investment activity in the national economy in the
context of decentralization reform.

The research objective. The article aims to determine the
theoretical and applied principles of the formation of favorable
institutional environment for the attracting of investments into
the national economy, taking into account the influence of de-
centralization processes and domestic & foreign experience.

The statement of basic materials. The article substanti-
ates the essence of the category of favorable institutional
support of investments. The list of measures of fiscal-
budgetary, organizational-informational, marketing, adminis-
trative character for the stimulation of investment activities in
the national economy is determined; the order of their institu-
tionalization under the influence of decentralization processes
is substantiated.

Conclusions. The prospects of the set of measures for
the stimulation of investment activity in the national economy,
provided by territorial communities consist in creation of fa-
vorable institutional environment that is able to attract addi-
tional investment into the points of economic growth.
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AkmyanbHicmb memu OocniOXeHH:1. CmumMynoeaHHsi
iHeecmuuitiHoi akmueHocmi 8 YkpaiHi 3aexdu obrpyHmosysa-
nock i 30ilicHro8anock 8 SKocmi 00HO20 3 Mepuioyepeosux
3ae0aHb, 00HaKk HedocmamHicmpe iHCmumyuioHanizauii npo-
8adXEHHS1 peayreaHHs iIHeeCcmuyitiHoOi akmusHoCcmi 8 ymMo-
8ax alMiHicmpamugsHoO-mepumopianbHo20 peghopMy8aHHs
0bymoernie HeobXiOHICMb B8U3HAYEHHSI aKkmyasi3o8aHo20
nopsAdKy iHcmumyyioHanisauii 3axodie akmusizauii iHeecmu-
uitiHoi disinbHOCMI 8 HauioHasbHIli eKOHOMIU.

lMocmanoeka npo6nemu. IcHye HeobxiOHicmb 06rpyH-
mygaHHs1 meopemuyHUX ma fpuknadHux 3acad ¢hopmysaHHs
crpusimueo20 iHcmumyuioHanbHo20 cepedosulya 071 3aiy-
YeHHSs1 iHeecmuuyil 8 HauioHaslbHy eKOHOMIKY 8 Cy4acHUX yMo-
8ax Ha OCHO8I 8U3HAYEHHS CymHOCMI rpouecy iHcmumyuio-
Hanisauii, ma 3 epaxyeaHHsIM IHO3eMHO20 | 8iMYU3HSIHO20
docsidy.

AHani3 ocmaHrHix docnioxeHb i ny6nikauyii. TeopemuyHi
ma npuknadHi 0CHO8U CMUMYJI08aHHS iH8eCMUUIUHOI disiibHO-
cmi eusHawmb 8 ceoix pobomax b. B. BypkuHCbKul,
B. M. leeyb, B. I. Xyk, B. ®. MapmuHeHko, A. [laesniok,
A. A. lNepecada., I. lMidopuyesa, A. M. lNopy4Huk, €. B. Pedstok,
B. . CemuHoxeHKo, |. 3. CmOpOoHsIHCbKa.

BudineHHs1 HedocslidKeHUX YacmuH 3a2anbHoi Npo-
6nemu. HesupiweHumu € numaHHs1 OUiHKU CMYreHs ma pigHsi
iHcmumyujoHanizauii pisHux 3axodie cmuMyro8aHHs iHeec-
muyitiHoi isinbHOCMI 8 HayioHaslbHIl eKOHOMIUi 8 KOHmMeKcmi
pechopmu deyeHmpanizauii.

lMocmaHoeka 3ae0aHHA. B cmammi HeobxiOHUM € 8u-
3HaYeHHs MeopemuyYyHUX ma npuknadHux 3acad ¢hopmyeaHHs
crpusimueo2o iHcmumyuioHanbHo20 cepedosulya Orisi 3any-
YeHHS1 iHeecmuuilti 8 HaujoHaslbHy €KOHOMIKY Ha OCHO8i epa-
XysaHHs1 OeyeHmparnisauiiHux npouecis, 8iMYu3HIHO20 ma
iHo03eMHo20 0ocsidy.

Buknad ocHogHo20 mamepiany. Y cmammi obrpyHmosy-
€MBbCA CYMHICMb Kameaopii Cripusmiugoeo iHemumyuioHarb-
Hoeo 3abesrneyeHHs1 iHeecmysaHHs. BusHayeHo niepenik 3axo-
dig Onss cmumyrtoeaHHs1 iHeecmuuitiHoi disinbHocmi 8 HayjoHa-
TIbHIl €eKOHOMIYj, 0BrpyHMo8aHo MopsdoK iXHBOI iHCMmumyuyio-
Hanizayii 8 ymosax ernusy deueHmparnizauitiHux npoyecis.

BucHoeku. [lepcriekmusu 3acmocysaHHs poroHO8aHo-
20 Habopy 3axo0ie cmumynoeaHHs1 iHeecmuyitiHoi disiribHOC-
mi 8 HauioHanbHili eKOHOMIYi, SIKi MOXymb rposadumuch
mepumopianbHUMu  epomadamu, ronsicae Yy opMy8aHHI
CrpussmIu8o20 iHcmumyujioHanbHo20 cepedosuwya, 30amHo-
20 npusabnrosamu 0o0amkosi KanimanosknadeHHs 8 MoYKax
EKOHOMIYHO20 3pOCmaHHs.

Knroyoei cnoea: iHeecmuuyii; iHcmumyuioHanizauisi iHee-
cmuyid; creyianbHi eKOHOMIYHI 30HU; HCMUmMyUjioHarbHe
3abeaneyveHHs1 iHeecmuuil; iHeecmuyitiHe cepedosuuye.
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Urgency of the research. Stimulation of investment activity in Ukraine has always been justified
and carried out as one of the priorities, but the lack of systematic organization of this process and the
lack of clear institutional scheme for the regulation of investment activity against the backdrop of ever-
increasing capital investment needs justify the necessity to determine the current up-to-date order of
institutionalization of investment activation means in the national economy. Conditions of the transfor-
mation of the investment system under the influence of administrative-territorial reform determine new
challenges and perspectives for the institutionalizing of regulation measures for the investment pro-
cess at the local level - i.e. at the points of economic growth that can be turned into the locomotives of
the development of the national economy. In particular, the theoretical and practical principles of ap-
plication of the widespread approach to capital investment activation through the creation of special
economic zones (SEZs) should be reviewed in terms of national economic characteristics. The united
territorial communities, whose creation today is actively supported by the government [1], potentially
can become those institutions that will perform the functions of territories with special economic re-
gimes, assuming the authority of investment process stimulation by means of different sets of tools
including tax regulators.

Target setting. The essence of the problem is determined as the necessity to substantiate the theo-
retical and applied principles of the formation of favorable institutional environment for the attracting of
investments into the national economy in the current transformational conditions, on the basis of the de-
termining of the essence of the process of institutionalization of the regulation measures in the national
investment system, and taking into account of foreign and domestic experience of the investment regula-
tors applying. The definitions are required to theoretical and practical aspects of the application of incen-
tive measures through institutional formations such as SEZs or united territorial communities.

Actual scientific researches and issues analysis. The theoretical and practical bases for realiza-
tion and stimulation of investment activities in the national economy are determined in works of
V. F. Martynenko, A. Pavlyuk [2], A. A. Peresada., A. M. Poruchnik, Ye. V. Redzhyuk, N. O. Tatarenko.
Particular attention is paid to the formation of the institutional environment for the activation of invest-
ments, including the mean of the creation of special (free) economic zones or priority development are-
as, in publications of B. V. Burkynskyi, V.M. Heyets, V. P.Juk, Yu.V.Makogon, I. Pidoricheva,
V. P. Seminozhenko, I. Z. Storonyanska, S. M. Tkach.

Uninvestigated parts of general matters defining. There are unsolved aspects concerning the es-
timation of the level and degree of institutionalization of various stimulation measures of investment ac-
tivity in the national economy in the context of transformation and increase of the significance of horizon-
tal links between investors due to decentralization reform progress in Ukraine and due to the redistribu-
tion of budgetary and financial authorities between levels of governance. The question of the topical in-
struments choice for activation of investment activity is still insufficiently studied, and such instruments
are to be compatible with the institutional challenges of the modern state of the national economy.

The research objective. The article aims to determine the theoretical and practical principles of
the formation of favorable institutional environment for the attracting of investments into the national
economy, taking into account the influence of decentralization processes and domestic & foreign ex-
perience concerning the different types of investment activities stimulators application.

The statement of basic materials. Capital investments in the development of the Ukrainian econ-
omy have always been characterized by acute shortages, their weak dynamics and non-appropriate
structure that often led to the use of measures that are to intensify investment processes through the
stimulation of domestic and foreign investors. Numerous attempts to stimulate the investment activity
in Ukraine by state regulation measures were not sufficiently successful. Despite of the almost annual
GDP growth, the investment component of this indicator rarely exceeded for the last years the mark of
20%, while the critical threshold of the ratio is 25% at least. In 2015 and in 2016 the level of GDP was
at 1.99 trillion UAH and 2.4 trillion UAH, respectively, while the volume of capital investment was no
more than 13-15% of GDP or 273 bin UAH in 2015 and 359 bin UAH in 2016 years [3]. In recent
years, there has been a steady decline in direct foreign investments in Ukraine: in the first half of 2017
- 1.5 billion dollars, while in the first half of 2016 it was 2.1 billion dollars, despite of the world trends in
relation to positive dynamics of foreign direct investment [4], which is currently characterized by a 6%
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growth. Taking into account, that complex modernization of the national economic system requires
numerous resources, the volume of which is estimated at 2 trln dollars [4], at the current rate of in-
vestment, it will take at least 142 years to attract such amount of capital.

The measures and tools that are used to intensify investment activity in the Ukrainian economy did
not bring about the desirable capital inflow because of the unsystematic nature of the treatment of
such regulators and because of their inadequate institutionalization. The institutionalization, in this
case, we determine as the process of the defining and consolidation of social norms, rules, statuses
and roles, bringing them into capable system of acts for satisfaction of certain social needs, i.e., the
identification and legalization of regulatory instruments in the economic system of society. In world
practice, special (free) economic zones have become almost the most widespread means of invest-
ment activity stimulation because of their institutional nature and complexity in comparison with other
instruments. Particularly positive is the experience of the creating of special economic zones in China,
in global dimension, and in Poland - in the European area.

The experience of the Polish Republic shows systematic order of reforms and high degree of insti-
tutionalization of the means that are aimed on creation of special economic zones, which brought posi-
tive results: Poland - the only EU country that during the crisis of 2007-2009 demonstrated GDP
growth at 18%; has 14 active economic zones with an average volume of accumulated investments in
each of them from 3 to 5 billion euros; according to the world ratings of the performance evaluation,
the Polish SEZs are among the liders (Katovitska SEZ awarded the 2 nd place in the global TOP-50
SEZs rating in 2016); the special conditions of the economy have been retained for the Polish SEZs,
despite the EU requirements about open and common conditions for all participants in market rela-
tions. The period of operation of the SEZs in Poland has been extended twice: from 2008 to 2020 and
in 2014 — up to 2026 [5]. The key characteristic of the Polish SEZs, which contributed to the formation
of investors' confidence, is their systematic institutionalization, that is, in formal and informal dimen-
sions and in the long-term aspect with stability, which, in turn, creates favorable environment for in-
vestments [6]. Effective instruments for creation of favorable investment climate are applied by Asian
countries, in particular, in China, where during the last 11 years there were only increases in invest-
ment activity tendencies without significant losses even in periods of global crisis phenomena (since
2005 net inflow of foreign direct investments in the country has increased from 104 billion USD to 250-
290 billion USD annually — in 2014-2015-2016 [6; 7]). Such powerful position of Chinese economy has
been achieved due the internal organization of the investment process and the implementation of poli-
cy for the supporting of regional features and territorial priorities, being based on the effective use of
existing benefits. The territory of China has 4 the most powerful free economic zones, 54 state tech-
nical and economic development zones, 53 state zones of development and 14 zones of border eco-
nomic cooperation. The permits for creation of local special economic zones are issued in China in
quantity of tens of thousands items [8]. Not the very fact of territorial allocation of the point of econom-
ic growth is a key factor in the success of the implementation of the SEZs’ best practices. Effective
combinations of economic preferences in the form of tax incentives and other measures with the es-
tablished regulatory policy create sense of stability for investors. A key factor is the creation of com-
fortable regulatory environment with real property rights guarantees and with dominant of the use of
local preferences for the attracting of investment as source of economic development, that is based on
the strateging and planning. Serious changes in the institutionalization of Chinese investment rules
were made because of the WTO accession in 2011 [8]. However, substantial losses of foreign invest-
ment did not result in the abolition of tax privileges, growth rates did not slow down, which indicates a
comfortable investment climate in the country and a combination of positive factors and guarantees
that are more powerful than direct tax incentives.

Unfortunately, the domestic experience of the favorable investment climate creation, with the help
of special (free) economic zones, cannot be called successful, since the application of tax privileges
as means of attracting of financial capital that play role of temporary economic stimulus without crea-
tion of favorable regulatory environment in other spheres, strategic guidelines for the ensuring of so-
cio-economic development of the territories have not been implemented, because the process of the
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strateging and taking into account of experience of the functioning of existing zones with special eco-
nomic conditions have not been completed.

On the territory of Ukraine, the existing legislation provides possibility for the establishing and the
functioning of basic types of units with special economic regimes as: territory of prioritive development,
special economic zones, free economic zones, technological parks, industrial parks.

Free economic zones in Ukraine were created since 1992. In total, 11 special (free) economic
zones were created in Ukraine, among them there are zones of foreign trade, trade and production,
scientific and technical, tourism and recreational destinations: "Kurortopolis Truskavets", "Yavoriv"
(Lviv region), "Donetsk", "Azov" (Donetsk region), "Porto Franco", "Reni" (Odessa region), "Transcar-
pathia" (Transcarpathian region), "Nikolaev", "Interport Kovel", "Port of Crimea" (Kerch, AR of Crimea),
"Slavutich" (city of Slavutych, Kiev region). Since 2005, the creation of new free (special) economic
zones has been canceled, and since 2005, all subjects of special economic zones and priority devel-
opment territories have implemented investment projects in the general taxation regime. The introduc-
tion of the practice of creation of free economic zones on unsystematic basis without requirements to
strategies of development of free economic zone territories and the subsequent abolition of previously
granted tax preferences has led to inefficiency of such SEZs on the territory of Ukraine. After the aboli-
tion of the preferential tax regime, withdrawal of capital and reduction of investment activity started,
due to the lack of an effective institutional environment. According to the data of the Odessa State Re-
gional Administration, the volume of revenues from investment resources in the SEZ "Porto Franco"
from 2000 to 2005 amounted 22.8 million UAH, but, since the abolition of tax privileges in 2005, the
amount of capital investments fell to 761 thousand UAH. Thus one of the main institutionalization fea-
ture which is to be determined in the national legislation is clear establishment of the terms of tax and
other economic privileges duration.

The main mistake that took place during creation of SEZs in Ukraine was lack of the legislative in-
stitutionalization. There was adoption of imperfect legislative act on the general principles for the func-
tioning of the SEZ in the country and of its additions in the form of laws that concern the creation pro-
cess of some SEZs (in Odessa, Lviv, Luhansk and other regions). There were no preventive measures
for the negative influence of elements of the informal institutional environment: corruption, abuse of tax
privileges and optimization of taxes without strategic investment plans. The legislative framework for
creation of favorable investment climate in the country is not fully developed and does not correspond
to the accepted course for decentralization of the economic governance system; it does not foresee
the use of special economic and administrative measures to stimulation of investment activity in the
context of projects in the community, and not with the attachment to business entities. Despite of the
existing political risks of the use of SEZs as a means for investments stimulation, there are numerous
scientifically substantiated arguments regarding the feasibility of the establishing of economic growth
centers in the form of territories with special economic conditions [4; 5]. Also, the role of institutions
that can stimulate investment activity in Ukraine can be executed by united territorial communities
(hereinafter UTCs), due to the implication of the practice of EU countries regarding tax investment
competition of territories. The role of the investment activity stimulation measures in the national
economy can be provided with help of different regulative tools, but really powerful effect can be
reached only through the system of their harmonized institutionalization (Fig. 1).

The activation of SEZs functioning in Ukraine should be accompanied, firstly, by systematic legisla-
tive changes - the establishment of general terms for the SEZs functioning throughout the country,
with the similar procedure for the application of tax, customs and other privileges, with clear require-
ments and criterias for selection of investment projects, depending on the volume of investments, the
number of employees and the definition of priority investment types of economic activities in order to
promote the development of national economy growth points on territories. The use of united territorial
communities as a measure for the stimulating of investment processes is possible in case of delega-
tion to them of new fiscal authorities.

Thus, personal income tax is a key source of revenue for UTCs' budgets, because 60% of its total
collection remains in the revenue of local budgets. Direct stimulation of investors, employers with help
of rising of the level of employment and salaries by the administrations of UTCs through the mecha-
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nism of taxation of individuals' incomes is not possible, but the implementation of EU practices of tax
competition of territories in the investment sphere can really be implemented. The regulators are to be
represented by local taxes (single tax on entrepreneurs, land tax, real estate tax, etc.), rates of which
are set by local governments. The application of zero rates of local taxes by the administration of
UTCs must be applied for those wage-earning employers whose level of charged salaries is in several
times higher than the average level in this territory and can serve as real incentive for the development
of productive forces. In addition to economic incentives, UTCs can use numerous informational, infra-
structural and social measures to promote new investors and capital concentration. At the same time,
it should be emphasized that there are numerous institutional traps in the process of implementation of
similar investment initiatives in the communities: insufficient level of formal institutionalization and
problems with the activization of the links for the horizontal interaction of the members of the UTCs.
The realities of practice tell that the general principles for the association of territorial communities,
framed by laws on the general principles of UTCs formation and are not sufficient enough to establish
economically meaningful units. The general principles for the association of territorial communities are
to be supplemented with the organizational rules of their cooperation, with methodological principles
for assessing of the financial capacity of communities. Informal horizontal ties cannot always be
formed effectively and quickly due to subjective factors, mismatches of interests, because of their de-
pendence on the level of social self-organization of community members. However, the proposed
measure of the stimulation of investment activity in UTCs is promising enough, since it corresponds to
the vector of transformation of the national economic system.

| Levels of institutionalization

> the 1st level - simple institutionalization of tools
Economic Social Ecological

Administrative Infrastructure Informational

|  Financial Legal || Marketing |

| |
| PPP measures | | Others |

A

| Mutual influence and formation

the 2nd level - complex institutionalization

j Creation of special (free) economic zones, territories of
priority development, clusters, etc.

other institutions)
groupings, associations,
foundations and other formally
indefinite institutions)

Informal component (morality,

traditions, habits, informal rules,
informal agreements, agreements,

creation of informal organizations,

Providing the united territorial communities with the features
> of a stimulating environment for attracting investment

agreements, establishment of institutions,
organizations, regulatory, infrastructure and

Institutionalization of measures of investment
activity stimulation by components
Formal component (laws, regulations, formal

Fig. 1 Conceptual scheme of institutionalization of measures of investment activity stimulation in the
modern national economy

Conclusions. The viability of the proposed set of measures of stimulation of investment activity in
the national economy is explained by the ability to create a favorable institutional environment, based
on flexibility and adaptability. The requirements of informal institutional provision of investment pro-
cesses in the national economy are characterized by the emerging need for activation and systemati-
zation of regulatory instruments. However, horizontal interrelationships and mechanisms of interaction
in society are still poorly developed, are heterogeneous in quality and require additional regulation in-
fluence. The formal component of institutionalization needs to be substantially improved and is to be
brought into line with the urgent requirements of society. For the proposed options of the 2nd, i.e. inte-
grated level of institutionalization of measures of stimulation of investment activities it is necessary to
improve both formal and informal levels. Legislative and institutional improvements are needed to re-
invigorate measures of the creation of special economic zones. Namely: in the unified law on the in-
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troduction of the stimulating regime for the carrying out of investment activities there are to be estab-
lished the criteria for effectiveness estimation, timelines, measures for the identifying of prioritized
economic activities at the points of economic growth, possible tax and customs privileges should also
be defined, but in the manner that is to be consistent with the requirements of the WTO and the EU
association. In order to strengthen the regulatory functions in the field of investments in the united ter-
ritorial communities, the formal institutional framework is already formed in raw form and requires
methodological improvements and details. But the heterogeneity of status and of quality of the infor-
mal institutional environment on the territories of different communities testifies the need of essential
informational and educational actions that are currently already partly executed by the authorities and
public organizations. It is important, at the initial stage of the formation of UTCs as institutions for stim-
ulation of investments, to direct the transformation vector and efforts of implementation of individual
projects on the formation of better infrastructure, social, business, ecological environment, i.e. to form
positive image of the territories — the points of economic growth. This mean is to facilitate the capital
involvement process, even without additional economic, tax and financial stimulus, the use of which

causes some difficulties in terms of legal, fiscal and budgetary processes.
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