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MODERN POLICY OF ATTRACTING FOREIGN INVESTMENT: GLOBAL
EXPERIENCE AND NATIONAL DIMENSION

The article examines the features of the formation and implementation of modern foreign investment attraction
policies in global practice and their projection for the domestic economy. It emphasizes that countries around the world
successfully implement mechanisms aimed at ensuring the transparency of investment resources, protecting national
economies from risky foreign investments, and gaining advantages from the inflow of foreign investments. The article
examines various types of foreign direct investment (FDI), including vertical, horizontal, conglomerate, greenfield, and
brownfield investments. Current trends and dynamics of attracting foreign direct investments in different regions of the
world are analyzed. The global experience in developing the principles and foundations of policies and efforts aimed at
attracting and promoting foreign direct investments, as well as maximizing the effectiveness of FDI attraction measures
— particularly in the context of achieving sustainable development goals — is explored. The impact of foreign direct
investment inflows on the economic development indicators of countries with the largest GDP volumes is assessed. The
article reveals that an increase in foreign direct investment by 1 million USD directly leads to a 68 million USD
increase in GDP in leading countries. The principles of OECD investment policy formation and the experience of
OECD countries in supporting governments in the process of attracting foreign investment are considered. Priority
directions for expanding opportunities related to foreign direct investment for Ukraine during the post-war
reconstruction period, which will require significant investment, are substantiated. The article argues that the study and
adaptation of foreign experience, providing institutional support for the implementation of investment projects,
introducing investment insurance mechanisms, and promoting successful projects should be Ukraine’s priority.

Keywords: foreign investment, foreign direct investment, investment policy, institutional support, sustainable
development.

Hoaskosa 0. B., Ipouesst O. C. CYYACHA IOJITUKA 3AJTTYUYEHHS THO3EMHUX THBECTUIIIN:
CBITOBUI JOCBIJI TA HAIIIOHAJIbLHUI BUMIP

Cmammsa npucesueHa BuUBYeHHIO OcoOIugocmell QopMy8aHHsa ma peanizayii cyyacHoi NOAIMUKY 3a1yYeHHs
iHO3eMHUX THeecmuyil y Cceimogilu npaxmuyi ma ii npoexyii 011 eimuuznanoi ekonomiku. Haeonoweno, wo xpainu
C8IMY YCRIWHO peanizosyloms MEeXaHizMu, CAPAMOBAHI HA 3a0e3NedeHHs. YUCMOMU IHEeCMUYIIHUX pecypcie, 3axXucm
EeKOHOMIK KpAaiH 6I0 pU3UKOBUX [HO3EMHUX IHGeCmMUyYill ma 3anobieanHs He00OPOCOBICHUM, OMPUMAHHS nepeeds Gio
HAaoXo00diceHb THO3eMHUX [Heecmuyil. Posensinymo po3noecioddiceni euou npsamux IHO3eMHUX IHEeCmMUyill, 30Kpemd
BEPMUKANbHI, 20PU3OHMANbHI, KOH2IOMepamueHi, epin@ind i Opayn@ind, ixHi nepesacu ma HeOONKU 0N KPAiHU-
peyunienma. 3’1C06aHO CYYACHI MeHOEeHYIl Mma OUHAMIKY 3A/LYHEeHHs NPAMUX [HOZEMHUX [HEeCMUYIN V PI3HUX De2iOHAX
ceimy. Poszensnymo cymuicmoe npoyecy 3anyuenus npsimux iHozemHux ineecmuyii. IIposedeno awmaniz ceimosoco
00¢8i0y w000 po3pobienHs 3acad i NPUHYUNIE NOAIMUKU U 3YCULb, CNPAMOBAHUX HA 3AJVYEHHS | CNPUAHHA APAMUM
IHO3eMHUM [TH8ECMUYIAM, HA MAKCUMI3AYit0 egheKmusHOCmi 3ax00i8 i3 3a1yYeHHs IHO3eMHUX iHeecmuyil, 30Kpema 6
KOHMmMeKcmi OO0CACHEeHHA BUSHAYEHUX yinel cmanozo po3eumky. IIposedeno OoyiHio8anHs 6NIUBY HAOXOOHCEHb NPAMUX
iHO3eMHUX iH8eCMUYill HA NOKAZHUKU eKOHOMIYHO20 PO36UMKY Kpain 3 Haubinewum obcicom BBII Yemanosnewno, uo
3pocmanta npamux iHozemuux ingecmuyii Ha 1 man don. CLLUA 6e3nocepeonvbo npuzgooumume 0o 3pocmants BBII na
68 man 0on. CLIA 6 kpainax-nidepax. Posensamymo 3acadu ¢gopmyeanns ineecmuyiiunoi nonimuxu OECP ma doceio
unenie OECP y niompumyi ypsaoieé iHwux Kpain wooo 3aiy4eHHs ma 6UKOPUCNAHMA [HO3eMHUX [HEeCmUYIll.
Obrpynmosano npiopumemui HANPAMU OAA  POSULUPEHHS MOICTUBOCMEL, NO8 AZAHUX (3 NPAMUM  THO3EMHUM
iHeecmysanHaAM 051 VKpainu 6 nepio0 nogoenHoi 6i00yoosu. OOIpyHmosano, wo npiopumemom 0 Ykpainu mae
cmamu UBYEHHs Ma adanmayis IH03eMH020 00C8i0Y, HAOAHHS ITHCMUMYYIUHOL NIOMPUMKU 8 peanizayii IHgeCmUYIUHUX
NPOEKMIB, 3aNPOBAOICEHHS. MEXAHIZMIE CIPAXYB8AHHS IHGeCMUYIl, NPONA2YEAHHS YCRIWHUX NPoEKmis. Busnaueno, wo
Kpainu ceimy HaKonuuuiu Yikasuii 00Cei0 3a1y4eHHA NPAMUX THO3eMHUX [HBecmuyill y c80i HAYIOHANbHI eKOHOMIKUL.
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Bonu énposadoicyromev  pizui  mooeni  3anyuenHs

ineecmuyiti,

00CNI0AHCYIOMb  MOJNICIUBOCMI Ol NOZUMUBHO2O0

BUKOPUCMAHRHSL PI3HUX 6UO0I8 IHEecmuyil, po3poONsIomb pi3Hi munu iHeeCmMuyiinux cmpameeii, OyiHIoMmy i
MIHIMIZ3yIOmb pusuKy. AKYeHmosaHo, wo Cy4acHa 0epiuHcasHa noimuKa OpicHmMo8aHa Ha 600CKOHANICHHS IH8eCMUYIIIHOI
NOAIMUKY ™A MAKCUMI3aYito egheKmusHocmi 3ax00i8 Wo0o 3any4eHHs THeecmuyili, AKi nepemeopromvcsa Ha Habip
IHCMpYMeHmis, CNPAMOBAHUX HA NIOBULEHHS NPUBAOIUBOCTI eKOHOMIKU 01 [HO3eMHUX iHeecmuyil. 3’sacosano, wo
cyuacHi meHOenyii 3anyyeHHs IHO3eMHUX iHeecmuyill 8i000pax caroms Yiii cmanoeo po3sUmKY, 30Kpema Y3200H4CeHH s
iHeecmuyiuHUX cmpameeitl i3 WUpUUM OAUeHHIM CMAI020 PO3GUMKY, 8IONOGIOHICIMb HAYIOHANILHO20 3AKOHO0A8CMEA
MIJICHAPOOHUM —~ CMAHOAPMAM, MeXHIuHy 1 QiHaHco8y NIOMPUMKY ONsl YCYHEHHS PUHKOSUX 30018, a makodc
iH(hopmayiino-oonomisicui nociyeu. Hazonoweno, wjo nosoenna 6iodyoosa Ykpainu nompedysamume iHgeCmMuyiiHux
Ppecypcis, 6KIOYHO 3 THO3eMHUMU. Busnaueni npiopumemni nanpsmu nepeddauaoms iHCMUmyyiiuny niompumxy 3 OoKy
[HO3EMHUX NAPMHEPI6, CHPUSHHA YCNIXY Peani308aHux NpPOEKmie [ CMEOpeHHs IH@pacmpykmypu Oisi ni020mo6Ku
BUCOKOSAKICHUX IHGeCTMUYTUHUX NPOEKMIG MA THWUX THIYiamus.

Kniouosi cnosa: inozemni ineecmuyii, npsami iHo3emHi iHeecmuyii, ineecmuyiiina NOAIMUKA, IHCMUMYYIUHA

nIOMpUMKa, cmaauti po3Umox.

Problem statement. The inflow of foreign capital
often sparks debates about national sovereignty, cultural
integrity, and  economic independence.  These
controversies typically arise from fears of losing control
over national assets, concerns about wealth inequality,
and suspicions regarding the motives of foreign investors.
Critics argue that foreign investments can lead to the
exploitation of local resources, the displacement of
domestic businesses, or even pose a threat to national
security. Meanwhile, proponents of specific foreign
investment projects tend to emphasize the benefits of job
creation, technology transfer, and economic stimulation
that foreign investments can bring.

When foreign investors make decisions about
investing in the economy of another country, they take
into account factors such as: the set of rules and
regulations governing the activities of foreign investors
within the country; the existing national standards for
dealing with foreign subsidiaries; the efficiency of local
markets; measures to facilitate business operations,
including investment incentives, sets of benefits, and
improved conditions; as well as restrictions on the
repatriation of profits in the form of dividends, royalties,
and other payments to the investor’s home country.

The study of modern policies for regulating and
promoting foreign direct investment, as a basis for
developing mechanisms to attract and stimulate foreign
direct investments in the domestic economy — especially
under wartime conditions — becomes highly relevant and
requires thorough examination.

Analysis of recent research. Issues related to the study
of foreign direct investment processes are explored by
many scholars at the global, regional, and national levels.
V. Yurchyshyn, Director of Economic and Social Programs
at the Razumkov Centre, emphasizes the importance of
attracting bona fide investments. Today, an increasing
number of countries are implementing mechanisms aimed
at ensuring the transparency of investment resources,
protecting their economies from risky foreign investments,
and preventing their illegal or unscrupulous use by foreign
states. At the same time, Yurchyshyn notes that an integral
part of Ukraine’s post-war recovery is the definition of
political and economic intentions based on the experience
of partner countries that maintain a balanced approach to
investment attraction [1].

O. Sharov, in his analysis of global experience,
highlights three main approaches to attracting foreign
investment [2, pp. 200-204]: liberalization of capital
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flows, or the «open window» principle, which involves
simplifying existing rules for controlling capital
operations; monitoring of foreign capital flows to balance
the attractiveness of capital transactions with the tracking
of major capital flow directions; targeting of foreign
investments, which involves setting specific goals
regarding the volumes, geographic focus, and sectoral
distribution of foreign capital flows. International experts
emphasize the important role of foreign direct investment
in achieving progress toward sustainable development, as
it can accelerate growth and innovation in the host
country, create quality jobs, help develop human capital,
raise living standards, and promote environmental
sustainability [3]. Research shows that the use of
advanced policies and practices makes it possible to
maximize the impact of foreign direct investment on the
local economy and contribute to inclusive growth [4].

The paper purpose is to study the features of the
formation and implementation of modern foreign
investment attraction policies in global practice and their
application to the domestic economy.

Major research findings. Foreign direct investment
(FDI) influences productivity and innovation through the
activities of foreign firms (this is the direct impact) and
through the spillover of knowledge and technology that
arises from the interaction of domestic firms with the
market (indirect impact). The impact of foreign direct
investment does not materialize automatically but
depends on a number of economic, market, and specific
factors.

Foreign direct investment is considered horizontal
when it is undertaken to produce the same or similar
product abroad in the host country but within the same
industry. Such investments provide the foreign investor
with the opportunity to utilize their technological
advantages, and product differentiation is a defining
element of the market structure for them. Vertical foreign
direct investments allow the investor to replace certain
parts of the production and distribution systems in
inefficient markets within the enterprise itself.
Conglomerate foreign direct investments are also
distinguished, combining features of both horizontal and
vertical investments.

According to another approach, investments are
classified as Greenfield and Brownfield investments.
Greenfield investment allows investors to start from
scratch, design, and build a project that exactly meets
their specifications and goals. This type of investment has
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the following advantages: opportunities for customization,
potential for higher profitability, and strategic location
choice. However, it involves higher initial costs and
longer project development timelines, as well as the need
to overcome regulatory or environmental barriers.
Brownfield investment involves the use of existing
infrastructure based on reconstruction or repurposing. The
main advantages lie in the shorter project development
time, the possibility of obtaining tax incentives, and the
investment location potentially having strategic benefits
in terms of market access, transport links, and the
availability of local labor. The disadvantages include
costs for environmental remediation, possible limitations
due to existing structures, and regulatory complexity [5].

According to the UN report on trade and development,
in 2024, global FDI rose by 11% to an estimated USD
1.4 trillion but declined by 8% when excluding flows
through European conduit economies. It was also noted
that developed economies show varying dynamics. For
instance, in North America, foreign direct investment
grew by 13%, driven by an 80% increase in mergers and
acquisitions in the United States. In the United Kingdom,
there was also an increase in investments in new
enterprises by 32%, reaching USD 85 billion. However,
Europe experienced a sharp decline, with 18 out of 27 EU
countries affected. Germany’s foreign direct investment
dropped by 60%, and Italy’s by 35%. International project
financing also faced difficulties, with both the number
and value of deals declining in developed economies.

In developing countries, foreign direct investment fell
by 2%, threatening progress toward achieving the
Sustainable Development Goals. In 2024, investments
related to sustainable development goals declined by 11%
globally, with fewer projects being implemented in the
fields of agri-food production, infrastructure, water
supply, and sanitation.

In Asian countries, inflows decreased by 7%. China
faced a 29% decline, whereas India recorded a 13%
increase due to a rise in the number of new projects. In
Latin America and the Caribbean, foreign direct investment
decreased by 9%, with inflows to Brazil falling by 5%.
Africa stood out, recording an 84% increase in foreign
direct investment to USD 94 billion, mainly due to one
mega-project being implemented in Egypt.

As for forecasts, in 2025, moderate growth in FDI is
expected, which will contribute to improved financing
conditions and the revival of M&A activity. However, risks
and uncertainties, including geopolitical tensions and global
economic instability, present significant challenges [6].

The process of attracting foreign direct investment
requires clear and effective implementation of an
investment strategy and effective marketing that reflects
the country’s realities and aspirations. An important
component of this is defining the country’s value
proposition as an attractive destination for investment and
identifying investment opportunities in specific sectors,
empbhasizing their comparative advantages.

Modern government policy is focused on improving
investment policy and maximizing the effectiveness of
investment attraction measures. It includes the following
aspects [4]:

e Ensuring a framework that enables the use of
various types of foreign direct investment

inflows and different combinations of
strategies and regulatory approaches necessary
to leverage the benefits of each type of
investment.

e Setting priorities for shaping an investment
policy reform agenda and promoting it at
different levels, allowing for the attraction,
retention, and maximization of benefits for the
national economy.

Enhancing the effectiveness of policies and efforts
aimed at attracting and promoting foreign direct
investment includes [4]:

e the use of a non-discriminatory regime and a
civilised approach towards both foreign and
domestic investors;

e reducing sectoral restrictions and performance
requirements;

e streamlining investment procedures;

e strengthening the capacity for investment
promotion by implementing competitive
proposals for priority sectors.

The modern format of attracting foreign investment
envisions its use for achieving sustainable development
goals, and this toolkit is built around five principles [7]:

e Governance, which involves aligning
investment strategies and plans with an overall
vision for sustainable development to find
compromises, ensure  efficiency and
coordination, foster social dialogue, and
address emerging challenges, in particular
those related to digitalisation, climate change,
and the evolution of labour relations.

e Domestic and international regulation, which
arises from the alignment of national
legislation with international standards,
including those related to climate action, job
quality and gender equality, responsible
business conduct, and more.

e Technical and financial support to address
market failures based on transparency and
regular review. This can also include tax
incentives, subsidized loans, or grants to
promote investment in specific activities,
sectors, and locations.

e Information and support services to bridge
information gaps that may hinder the
implementation of foreign investments and
their potential impact on sustainable
development.

e Development of cooperation, where partners
direct a significant portion of their resources
to support the private sector, financing
initiatives to improve the investment climate,
develop business capacity, and build physical
infrastructure.

The Organisation for Economic Co-operation and
Development (OECD) has acted as a partner for many
countries in sharing experiences in investment policy
reform. The ideas, measures, and successes accumulated
through years of effort by various countries to attract
foreign direct investment have been transformed into a set
of tools that can be used to enhance the attractiveness of
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economies for foreign investors. Thus, OECD standards
to support governments in attracting foreign investments
include [8]:

e OECD Recommendation on the Policy
Framework for Investment (2015): A
comprehensive and systematic approach for
investment climate reforms — covers
12 policy dimensions, including
infrastructure; emphasizes the principles of
rule of law, transparency, non-discrimination,
and protection of property rights.

e OECD Recommendation on FDI Qualities for
Sustainable Investment (2022): A
commitment to using policies and institutions
to increase sustainable investment and deliver
on the 2030 Sustainable Development Goals;
the first government-backed standard to help
policymakers finance the SDGs and fulfil
commitments made in the Paris Agreement.
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e OECD Guidelines for Recipient Country
Investment Policies relating to National
Security (2009): Assists governments in
reconciling openness with security needs;
provides standards and guidance for policy
design and serves as a reference framework
for peer-review.

The OECD investment policy concept is a set of tools
and measures aimed at increasing the attractiveness of
foreign investment for countries, enabling governments to
prioritise investment policy reforms to attract foreign
investment in the context of sustainable development,
promote the creation of quality jobs, improve skills, as
well as enhance the productivity and innovativeness of the
economy.

For the purpose of analysis, we will select
14 countries around the world that demonstrated high
GDP volumes in 2023.

15000000 20000000 25000000 30000000

Fig. 1. GDP volumes in selected countries of the world in 2023, million USD

Source: [9].

As we can see, high GDP volumes are demonstrated
by the USA, China, Germany, Japan, India, Great Britain,
France, Italy, Brazil, Canada, Mexico, Australia, Republic
of Korea, and Indonesia. In another figure, the volumes of
foreign investment inflows to the economies of the
mentioned countries are presented.

The dependence of a country’s economic growth,
measured by GDP, on the inflow of foreign direct
investment will be assessed in our study using the tools of
correlation-regression analysis, specifically by
constructing a linear panel regression model, which is as
follows:

Y =2303884 + 68 X,

where Y is GDP, and X is foreign direct investment.
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The graphical interpretation of the model is shown in
Fig. 3. The intensity of the relationship between the
variables included in the model is measured by the
correlation coefficient (its value of 0.82 indicates a strong
direct relationship between the variables). The coefficient
of determination shows that 72% of the dependent
variable can be explained by the influence of the
independent variable. The validity of the obtained model
and the correlation coefficient, based on the Fisher
criterion, allows us to conclude the adequacy of the model
(the observed value of the F-statistic of 2.45 is greater
than the table value at a level of 0.105). The independent
variable included in the model is statistically significant
(the t-statistic value of 1.85 is greater than the table value
atalevel of 0.1).
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Fig. 2. Volume of foreign investment inflows in selected world-leading countries in 2023, million USD

Source: [9].
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Fig. 3. Dependence of GDP of countries on foreign direct investments

Source: compiled by the authors.

The Durbin-Watson statistic recorded a calculated
value of DW = 1.75, which was compared with the
critical statistical values for a = 0.01, p =1, and n = 15;
dl = 1.077 and d2 = 1.361. Thus, the hypothesis of no
autocorrelation of residuals is acceptable. Based on the
calculations, we can state that an increase in foreign direct
investments by 1 million USD will directly lead to an
increase in GDP by 68 million USD in the leading
countries.

Post-war Ukraine is expected to play a consolidating
role for the European Union as a whole. After the war, the
country may experience an investment boom, and its
needs could create significant demand for goods, services,
investment resources, and capital, which will provide
incentives for economic acceleration for the European
economy [1]. According to World Bank estimates, the
country will need no less than 486 billion USD over the
next ten years to rebuild its destroyed infrastructure [10].
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Fig. 4. Resources required for the reconstruction of Ukraine, according to World Bank data, billion USD

Source: [10].

Without jumping ahead, it can be noted that today the
largest investments in the Ukrainian economy are made by
domestic companies and foreign firms that are already
present in the domestic market. For example, more than a
third of the members of the European Business Association
implemented investment projects in Ukraine between
2022 and 2024, with an average investment amount
ranging from 3 to 8 million USD. These projects involve
the expansion of production capacities, construction and
renovation of industrial premises, acquisition or
modernization of necessary equipment, agricultural
machinery, registration of products, investments in IT
products, and software [11].

Priority areas for expanding opportunities related to
foreign direct investment should include the development
of investment cooperation with existing investors;
institutional support from foreign partners; promoting the
success of implemented projects; and creating
infrastructure to prepare high-quality investment projects.

Thus, in the area of institutional support, the Ukraine
Investment Framework (UIF) has begun its work as part of
the Ukraine Facility program, which aims to promote the
attraction of primarily private investments into the
Ukrainian economy. The mechanisms used include
providing guarantees for 7.8 billion euros, which are meant
to partially cover the security risks of implementing large-
scale investment projects, as well as providing grants,
mixed financing, and technical assistance worth 1.5 billion
euros. Projects financed by EU member states can serve as
good examples for other private businesses. Experts also
emphasize the importance of reforming the judicial system,
law enforcement agencies, the tax and customs service,
protecting property rights, and human resources.

Investment insurance mechanisms against war risks,
particularly with the participation of reliable partners, open
opportunities for foreign companies to invest in Ukraine
despite ongoing military actions. These mechanisms
minimize the risks of losing investments since the
insurance is carried out and guaranteed according to the
legislation, while also minimizing the risks of questionable
investors entering Ukraine.
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All aspects of European investment policy
recommendations remain relevant for Ukraine, as the war,
in addition to material and human losses, has caused
damage to other areas of activity, including the economy,
society, psychology, energy, investment, healthcare,
culture, ecology, and more. Therefore, foreign investments
remain important for Ukraine in terms of sustainable
development, as pollution of the air, water, and soil,
deforestation, destruction of rare species of flora and fauna,
the loss of unique biodiversity, waste contamination,
increased emissions of toxic substances into the air,
radiation hazards, ammunition detonations, and biological
hazards have all affected the environment. Important
measures are needed to attract foreign investments for the
creation of quality jobs, to encourage the Ukrainian
population that has left abroad to return to their homeland.

Conclusions. Countries around the world have a rather
interesting accumulated experience in attracting foreign
direct investment (FDI) into their national economies. They
implement various models of investment attraction, explore
opportunities for the positive use of different types of
investments, develop different types of investment
strategies, and assess and minimize risks. However, in
general, modern government policy is primarily focused on
improving investment policies and maximizing the
effectiveness of measures to attract investments, which
transform into a set of tools aimed at enhancing the
attractiveness of economies for foreign investment. Current
trends in foreign investment attraction reflect the goals of
sustainable development, particularly the alignment of
investment strategies with the broader vision of sustainable
development, the conformity of national legislation with
international standards, technical and financial support to
eliminate market failures, and information and support
services, among others.

Post-war reconstruction of Ukraine will require
investment resources, including foreign investments.
Priority areas identified include institutional support from
foreign partners, promoting the success of implemented
projects, and creating infrastructure for the preparation of
high-quality investment projects, among other initiatives.
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