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TOOLS FOR THE IMPROVING OF INVESTMENT
CLIMATE IN TERRITORIAL COMMUNITIES:
CHALLENGES AND PERSPECTIVES FOR
UKRAINIAN ECONOMY

Introduction. The actuality of problem of investment
activities stimulation and creation of favorable investment climate
rises nowadays because of the necessity of additional resources
engaging in socio-economic development of Ukraine and due to the
administrative reform progress that causes new possibilities for
territorial communities investment development.

Aim and tasks. The aim of the article is represented by
development of theoretical, methodical positions and practically-
applied proposals that are to substantiate the instruments of
improvement of the investment climate of territories, according to
new challenges and opportunities of the decentralization reform in
Ukraine. The example of scope of regulatory measures and
positions is to be represented and can be implemented to almost any
another Ukrainian region or territorial community.

Research results. The essence of the category of
investment climate is determined in the modern sense and from the
point of view of the ensuring of socio-economic development of
territorial communities in Ukraine with the special scope on the
regional level. As one of the main tools for the improving of the
investment climate in the territorial dimension, special (free)
economic zones are considered; key advantages and disadvantages
of the using of such instrument are identified. The set of measures
to the improving of investment climate on the territory of the
community is proposed and such means are capable for providing
without creating of a separate territorial unit that minimizes
geopolitical risks. The measures are aimed on support of economic
initiatives of the communities and include instruments of tax
support for entrepreneurial activities. A number of non-economic
instruments are proposed, which include the mandatory
implementation of the strategy for the development of territorial
communities, information support of investment activities with the
obligatory passportization of advantages and opportunities,
concerning the example of the territories of the Ukrainian Black
Sea region.

Conclusions. Strategic directions of implementation of
the conceptual idea of the regulating of the institutional provision
of investment climate include law legalization and social
introduction of the best practices of investments stimulation. The
prospects of future researches in sphere of investment activities
regulation are concerned with effective structure of the
institutional environment formation.

Key words: investment climate, tools of investments
activation, Ukrainian regions investments, improving of investment
climate.
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IHCTPYMEHTHU ITIOKPAILIEHHSA
THBECTHUIIIMHOT O KJIIMATY B
TEPUTOPIAJIBHUX 'POMATAX: BUKJIMKHU TA
NEPCHEKTHUBH JIJIsI YKPATHCbKOI EKOHOMIKHA

Ipo6uaema. AKTyanbHICTH TPOOIEMH CTUMYITFOBaHHS
IHBECTHMIIIMHOI ~ JISUIBHOCTI T4  CTBOPSHHS  CHPHSITIMBOIO
IHBECTHMIIIHHOTO KJIIMATy ChOTOJIHI 3pOCTa€ uepe3 HEOOXIIHICTh
JNOJATKOBHX  PECypeCiB, IMIO0  3alIydalOThCs 10  COIiaJbHO-
CKOHOMIYHOTO PO3BUTKY YKpaiHH, a TakoX uepe3 Mporpec
aJIMIHICTPaTUBHOI peOpMH, IO CTBOPIOE HOBI MOXKIMBOCTI JUIS
PO3BHUTKY IHBECTHUIIi}l TEPUTOPIaATLHIX TPOMAI.

Mera Ta 3aBaaHHs. Mero craTtTi € po3poOka
TEOPETHYHHX, METOJMYHUX MMOJOKEHb Ta TPAKTUYHO-TTPHKIATHHX
MPONO3MIiK,  sKIi ~ MarTh  OOIPYHTYBaTH  IHCTPYMEHTH
BJIOCKOHAJICHHSI 1HBECTHIIIHHOTO KIIIMaTy TEPUTOPId BiJIMOBiTHO
710 HOBUX BHKJIMKIB Ta MOXIIMBOCTEH pedopmu ereHTpatizaiii B
VYxpaini. [Ipuknam o0csry peryasTOpHHX 3aXO0JIiB Ta MO3MIIIH Mae
OyTH TpencTaBiIeHH 1 MOxe OyTH peani3oBaHWUN MPAKTHYHO B
OyAb-iKOMYy IHIIOMY PperioHi YKpailHM 4YHM TepUTOpialbHIN
rpomali.

PesyabTatu. CyTHICTD KaTeropii iHBECTHIIHHOTO KIIIMaTy
BHU3HAYAETHCS B CyYaCHOMY CEHCI Ta 3 TOUKU 30py 3a0e3redueHHs
COIIaJIbHO-EKOHOMIYHOTO PO3BUTKY TEPUTOPiaIbHUX TpOMaJl B
VYkpaini. 3anporoHOBaHO KOMILIEKC 3aXOJIB IIOJO0 IOKPAIICHHS
IHBECTHUIIIHHOTO KJIIMaTy Ha TepUTOpil rpomMajau, i Taki 3acodm
3MaTHI 3a0e3meduTd 0e3 CTBOPEHHS OKPEMOi TepUTOpiaibHOT
OMHMIN, sKa MiHIMI3ye reonomitiydi pusukud. Li  3axomu
CHIpSIMOBaHI Ha MIATPUMKY EKOHOMIUHHX IHII[IaTUB Tpomaj Ta
BKJTIOYAIOTH IHCTPYMEHTH TTOAATKOBOL MIATPUMKH
MiANPUEMHHIIBKOI AISTTBHOCTI.

3anponoHOoBaHO HU3KY HECKOHOMIYHHX IHCTPYMEHTIB, SIKi
BKITIOYAIOTh  OOOB'SI3KOBE  BIIPOBAJDKEHHS CTpaTerii  pO3BUTKY
TEPUTOPIATBHUX rpomas, iHopMalliiiHe 3a0e3neueHHs
IHBECTHIIIMHOI IISJIbHOCTI 3 000B'SI3KOBUM MPUBJIACHEHHAM IIepeBar
Ta MOXIIMBOCTEH MO0 MpHKIaAy Teputopiii YopHoro mops
Ykpainu.

BucHoBku. Crpareriuni HaIpsIMKU peamizaii
KOHIIENTYaJIbHOI 1/1e1 peryitoBaHHs IHCTUTYIIHHOrO 3a0e3MeUeHHS
IHBECTHUIIIHHOTO KJIIMaTy BKIIOYAIOTh JIETadi3aiilo IpaBa Ta
coliaJibHe BIPOBA/DKEHHS HAaWKpamuX MPaKTUK CTHMYJIIOBAHHS
inBectulii. IlepcriekTBM MaWOyTHIX JOCHiPKeHb y cdepi
peryJitoBaHHS IHBECTHIIIMHOI MISIIBHOCTI MOB'I3aHI 3 e€()EKTUBHOIO
CTPYKTYpOIO ()OpMYBaHHS IHCTHTYLIHHOTO cepeJOBUIIIA.

KnawuoBi cioBa: iHBeCTHUIIMHHMN KITiMaT, IHCTPYMEHTH
aKTUBI3allli IHBECTHMIIIMHOI ISIBHOCTI, IHBECTHIII B perioHax
VYxpaiHu, MOMIMIIeHHs IHBECTHIIIHHOTO KIIIMATY.
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Introduction. The aspect of activization
of investment processes in territorial
communities is very actual nowadays due to the
progress of administrative reform in Ukraine
that causes the necessity of provision of
investment attractiveness as the key mean of
mobilization of internal and external resources
for socio-economic development of the
territories. The use of instrument of creation of
free economic zones or territories with special
conditions of the economic activity carrying out
is characterized by negative experience in
Ukrainian regions and by controversial results
in global dimension. At the present time, again,
there are attempts to revitalize the idea of the
creating of special (free) economic zones with a
great hope for the renewal of the growth rates
of the national economy and the creation of
growth points. However, it is not taken into
account the fact that free economic zones are
not the means of regulation by themselves and
they are not instruments that can provide
economic growth. Economic incentives for
quick attraction of capitals are promoted,
mainly, by tax preferences, and the incentive
for long-term, strategic investment is to be
represented by the established institutional
conditions - favorable investment climate. The
popularity of mean of the stimulation of
investment activity with help of special (free)
economic zones is explained by the possibility
of applying of tax breaks in certain territories
where it is necessary, in order to create points
of economic growth and to do this possible
with the help of a separate law that will amend
the current Tax Code of Ukraine and such
privileges will not be distributed to selected
territorial branches. However, such advantage
immediately becomes a disadvantage because
of the complexity of making changes to the tax
legislation through separate law. Therefore, the
use of more specific tools for improving of the
investment climate without the creation of
territorial units with a special status becomes

relevant. Additional opportunities in this
direction for the national economy are opened
due to the adoption of course on

decentralization of authorities and the change
of the administrative-territorial structure of the
country with the use of the approach to
European models. According to this aspect of
future economic development of territories a
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scope of different instruments can be proposed.
Some of them are not characterized by direct
economic or financial influence but can
facilitate investment process due to the creation
of modern business infrastructure, formation of
sustainable horizontal links between members
of communities, creation of investment-
marketing brand of the territorial community.

The decentralization reform prospects
gives new opportunities for the implementation
of new effective instruments of economic
activity  stimulation without creation of
territories with special conditions of doing
business that must minimize socio-economic
risks. The main scientific and practical question
is to create the effective institutional support
for such new instruments.

Analysis of recent researches and
publications. The question of the essence of
the investment climate determining, the
development and implementation of tools for
its improvement are studied by many scientists,
but the realities of  socio-economic
development of the modern economic system
make some adjustments and set new
challenges. The definition of the investment
climate category in the most commonly used
form is given by such international institutions
as Pricewaterhouse Coopers [1] and World
Bank [2]. The results of researches of these
agencies are focused on the definition of the
concept, of the nature and structure of the
investment climate. The issues of the study of
factors for the formation of investment climate
are considered in works of N.P. Reznik [3] and
O.L.  Zagoryanskaya [4].  Theoretical,
methodological and practically-applied aspects
of the regulation of the investment climate, but
indirectly, and according to the influence of
modernization processes in the management of
economic development of the territorial
communities of the municipal level, are
considered in the works of G.L. Monastyrskyi

[5].

Previously unsettled problem
constituent. Despite of the considerable
amount of researches in the field of investments
activities provision and investment

development, and of such that are dedicated to
the question of formation of favorable
imvestment climate, the current conditions of
political instability and external threats put
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forward new requirements for instruments for
the managing of the state of the investment
environment and make unsuitable the trivial
measures that deal with the formation of special
economic zones and creation of areas of
prioritive development, due to the high risk of
abuse. Also, modern decentralization reform
creates additional advantages and opportunities
for the territories regarding the application of
tax, customs and other regulatory policies in
terms of providing preferences for the
implementation of promising investment
projects within the framework of the new
powers granted to territorial communities.

Aim and tasks. Development of
theoretical, methodical  positions  and
practically-applied proposals that are to

substantiate the instruments of improvement of
the investment climate of territories, according
to new challenges and opportunities of the
decentralization reform in Ukraine. The
example of scope of regulatory measures and
positions is to be represented and can be
implemented to almost any another Ukrainian
region or territorial community.

Results. Formation of  favorable
mmvestment climate that is to ensure the
revitalization of the socio-economic

development of the national economic system
and regions is a strategic task for the state in
view of the constant need for financial
resources, reinforced by the consequences of
the global financial crisis, and lack of
institutional foreign investments and qualitative
capital investment, which would be aimed at
modernizing of the economic system. The
investment attractiveness of the regions gets a
special role in the context of the accepted
course of decentralization [6] and the voluntary
association of territorial communities [7].

The definition of the term “investment
climate” and the disclosure of its constituents,
which should be regulated by the state, are not
provided in the current legislation, although
different elements of influence on the
investment climate are officially standardized.

The legal basis for the formation and
regulation of the investment climate in the
country creates the series of laws (Laws of

country, “On the regime of foreign
imvestment”, “On stimulation of investment
activity in prioritized sectors of the economy
with a view to creation of new jobs”), drafts of
laws that should stimulate investment activity
(“On amendments to some laws of Ukraine on
the stimulating of investment attraction”, “On
the stimulation of investments in rural areas”),
a number of resolutions of the Cabinet of
Ministers of Ukraine and presidential decrees,
and international instruments ratified by
Ukraine (Washington Convention on the
Settlement of Investment Disputes between
States and Nationals of other States - ratified in
March 2000 [8].)

Despite of the absence of formal
definition of the category of investment
climate, it can be argued that favorable
investment climate, in the understanding of the
investor or entity that conducts business in this
economic system, is the availability of
comfortable conditions for the conducting of
doing business activity with the possibility of
obtaining of economic effect. This definition is
adequate to the nature of the investment
climate, in accordance with the criteria set by
international rating institutions:
Pricewaterhouse Coopers [1] and World Bank
[2,9].

In modern scientific research, in the
theoretical aspect, the concept of the
investment climate has different interpretations
and is characterized, in the majority, as a set of
conditions for doing of investment activity. The
category of investment attractiveness is
considered at the macroeconomic level, at the
level of regions, enterprises and by the most
authors it is understood under the investment
climate a set of factors of economic, political,
legal, social and other character which
investors take into account during the decision-
making process — whether to invest [3]. Also,
the investment climate can be defined as a set
of conditions for the realization of investments
that have historically developed in certain
economic system [4]. Consequently, it can be
argued that there is no stabile definition of the
investment climate category, but this category
is complex, needs to be considered in the study

Ukraine “On Investment Activity”, which  process by its components and is practically felt

establishes the general principles for the by investors and other participants of the

providing of investment activities in the  investment process in the form of existing
96
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conditions, opportunities and qualitative
support of the investments and doing business
process in the relevant economic system.

In order to attract investments on
territories due to the improving of the
investment climate, various tools and measures
are used, which can be conditionally divided
into complex and differentiated ones. The latter
ones are implemented rather separately and
may be economic, social, administrative and
others, and, by way of influence, can be direct
or indirect. However, the greatest impact, based
on the experience of developed countries or
progressively developing economies, is to have
comprehensive regulatory measures that are
aimed on the improving of the investment

climate by combining a number of
differentiated instruments under a single
conceptual, = methodological and  even

administrative framework.

One of the most common comprehensive
tools for the influencing and improving of the
investment climate is the creation on the
territory with special economic conditions
(usually with tax privileges) and the
administrative designation of the special status
of such territory. The experience of creating of
special territories of economic development
regime shows different results and the existence
of an economic effect - from the rapid
attraction of investments and the introduction
of innovations that provide opportunities for
activating of the socio-economic development
of the territory to the negative consequences in
the form of almost complete lack of
investments and the use of such territories by
business entities. as tools for optimizing of
taxation and organizing outflow of financial
capital in offshore areas. It can be assumed that
the success of a project that is aimed on
creation of special territory for stimulating of
socio-economic development with help of
investment and innovation measures depends
on the complex compatibility of the existing
economic, administrative stimulation and of the
existing institutional support for the functioning
of such territory, together with the existing
infrastructure. Confirmation of this may be an
assessment of the effectiveness of the
functioning of territories with special
conditions for stimulating of socio-economic
development both in Ukraine and abroad.
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The most common tools for the
stimulating of investment and innovation
activity in order to stimulate the socio-

economic development through the mechanism
of providing of special conditions of economic
activity include creation of: free economic
zones, special economic zones, territories of
priority  development, industrial  parks,
technological parks, etc.

The most widespread forms of special
economic zones, in the world practice, have
become free economic zones, which may have
such subtypes as foreign trade zones, border
trade zones, integrated production zones,
scientific and technical zones, tourist and
recreational zones, banking and insurance
zones, financial and economic zones, and areas
of development of the stock market, real estate
development zones, offshore zones.

On the basis of systematization and
analysis of the experience of the using of
investment incentive tools, we identify key
disadvantages and possible economic benefits
from the introduction of special modes of
economic activity, we also formulate the
reasons for the lack of a long-term institutional
stimulating effect on the functioning of special
(free) economic zones on the territory of
Ukraine and the Black Sea region (on the
example of SEZ “Reni” and S(F)EZ “Porto-
Franco”). Thus, without a proper institutional
environment, which is formed on the territory
of free economic zones, it is virtually
impossible to attract and retain capital in such
territories in the long term dimension. Being
based on the analysis of foreign experience in
the formation of a favorable investment
climate, including the use of tools for the
creation of free economic zones, it can be
concluded that free (special) economic zones
represent convenient comprehensive measure
that combines a set of stimulus tools. The
prospects for the implementation of such
regulatory measures on the territory of the
Ukrainian regions and at the present stage are
sufficiently risky due to the threat of political
speculation and abuse, due to the risk of
separatist sentiment coming. Therefore, it is
more appropriate to speak about the use of a set
of tools to stimulate investment activity in a
certain territory without the creation of a
territorially separate cell with preferential
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conditions for economic activity. Since the
preferences themselves are only a stimulus for
quick capital attraction, rather than a
prerequisite for the obtaining of long-term
investment. In order to regulate the investment
climate at the regional level, there are no
specific legislative acts in Ukraine, but
indirectly, the collection of legislation on
investment and on issues of decentralization
and voluntary association of territorial
communities already creates the legal
framework for the formation of policies and
mechanisms for the regulating of the
investment climate in the regions of Ukraine.

The purpose of the system of tools for the
stimulating of investment activity 1is the
attraction of capital into economic turnover in
the long-term dimension due to the creation of
a favorable investment climate - the
embodiment of an effective institutional
environment for socio-economic development
in the area. A key conceptual idea is the
formation of a set of regulatory measures that
are to improve the state of the investment
climate on the basis of balance and viability
(Figure 1).

The basic conceptual idea of the regulating of the institutional provision of investment activity in the
region is the activation of investments in the socio-economic development of the territory on the basis
of balance and viability

v

Strategic directions of realization of the basic idea:
- increase in the volume of new investments in the socio-economic development of the regions;
- the stimulating of the reproduction of capital in the economic sphere of regions;
- formation of the investment climate and the image of the region;
- the providing of investment activity in the process of multilevel integration.

v

Measures and implementation mechanisms

Mechanisms of direct
economic regulation:
- direct state investments;
- financial state guarantee;
- concession contracts and
public-private partnership
and so on.

- tax privileges;

etc.

- special tax regimes;
- special permission modes,

N P R 2

Mechanisms of indirect
economic regulation:

Mechanisms of noneconomic regulation:
- Normative-legal consolidation of best
practices and best European practices;
- Strategies for socio-economic
development;
- informational and the consulting support;
- organizational support of investment
projects;

Expected results

- marketing-branding measures of the
regional dimension.

!

Formation of a favorable institutional

regulatory approaches

Relatively fast capital attraction, due to preferential

environment, investment image of the
territory, as if it would ensure the

— v

investor's retention on the territory in the

investment activity of regions

Monitoring of results and the adjusting of strategic
objectives of regulation by institutional provision of |_ |

long term dimension

Fig. 1. Conceptual scheme of the ensuring of the formation of a favorable institutional
environment of investment activity in the territory

Source: compiled by the author.

98

Onexcandp Jlaiiko, Onexcin Keinincokuii



Economics. Ecology. Socium, 1 (1), 2017

The given conceptual approach to the
application of the system of tools for the
stimulating of investment activity is a
regulatory measure of national level, but should
be implemented locally and replicated in
different communities in order to stimulate the
development of points of economic and socio-
economic growth.

Strategic directions of the implementation
of the idea of the stimulating of investment
activities include the solving of such tasks as
increasing of the volume of new investments in
the socio-economic development of regions, the
stimulating of the reproduction of capital in the
economic sphere of regions, the formation of
investment climate and the image of the region,
the ensuring of investment activity in the
process of multilevel integration.

In some territorial communities, the
active  introduction  of  organizational,
administrative, economic, tax and customs
instruments are combined with the conceptual
idea of the first-rate implementation, the so-
called fast economic-tax regulators, capable of
attracting investors through economic benefits
and the subsequent inclusion of organizational
and administrative measures that are capable to
increase of the level of protection of property
rights and are to simplify the complex of
regulatory procedures, which should affect the
scope of engagement of capital investment due
to the improvement of the investment climate.
We propose to use the preferential tax
instrument as in the case of free economic
zones, but the mechanism for handling of this
regulatory measure involves the presence of an
investment component with a  future
perspective and on the basis of a real dialogue
between representatives of local administration
and business. This will result in the formation
of a favorable investment climate, ie. an
environment in which investors will continue to
work without direct tax privileges, and because
of unwillingness to move to other states or
territories  because of the economic
impracticability of such changes and because of
sufficient comfort in the area.

In general, it is possible to identify
several factors that influence the investor's
decision to stay or transfer their own capital to
work elsewhere. Such factors include:

99

- direct economic conditions (level of
expenses for raw materials, materials, other
resources, availability to markets of sales in this
territory, compared with others);

- the level of tax burden;

- availability of accumulated productive
and integrated potential, which can create a
certain effect of inertia of capital;

- the presence of favorable institutional
environment for doing business in the area.

All of these factors influence the adoption
of investment decisions, but all of them are
characterized by fragmentarily and non-
decisive type.

For example, the experience of creation
and the functioning of free (special) economic
zones in Ukraine testifies to the initial positive
results of this measure, but in different manner
in different locations. Thus, the positive
dynamics of the attracted investments was
observed in the eastern regions of Ukraine and
in the western (for example, SEZ “Yavoriv”
[10]), and in the southern (FEZ “Porto Franco”,
SEZ “Reni” [11]). However, the lack of active
regulatory action to create a positive business
image in the territories of these free economic
zones resulted that after the abolition of direct
tax benefits in 2005, the presence of capital in
the FEZ “Porto Franco” and SEZ “Reni”
significantly decreased. Except for the factor of
optimization of taxation in the territory of these
economic zones, there were no significant
factors for the stimulating of capital
investments.

Also, due to the relatively high mobility
of capital in logistic-commercial activities that
are typical for the SEZ “Porto-Franco” and the
SEZ “Reni”, since this is actually the area of
sea, river and sea ports, a significant part of
investments from these zones was withdrawn.
The factor of accumulated productive and
integrated potential, as an important component
for the formation of a positive business image
of the territory, had a powerful impact on
businesses in the SEZ “Yavoriv”.

Furniture and lacquer, paint production,
which is dominant for this territory, is
characterized by a relatively low mobility of
invested capital, and therefore the production
processes with a few thousand of employees
have contributed to the further functioning of
this point of concentration even after the
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abolition of direct tax benefits. For the
activization of investment processes in regions
and territorial communities of Ukraine we offer
a number of tools for direct and indirect
stimulation of investment activities, which are
characterized by different types of influence:
economic, tax, permits policy, etc.

The introduction of a mechanism of the
stimulation of investment activity through
direct and indirect economic regulation
measures without the creation of territories with
special tax regimes, but within the framework
of territorial communities will prevent the
influence of political factors. Measures of
indirect economic regulation, including tax
support, among which the most promising
regulatory measures can be considered as part
of those taxes and fees that are classified as
local, and which enshrine the function of
forming and filling of the budgets of territorial
communities (as they are significant in filling
of the budgets of territorial communities): tax
on personal income (60% is directed to
community budgets); property tax; excise tax;
single tax and fixed agricultural tax for small
entrepreneurs; ecological tax; tax on vehicles;
other local taxes and fees.

In order to regulate the incomes of
communities in terms of personal income tax,
we propose the combining of influence
measures with the corporate income tax.
Classic regulatory measure for most special
economic zones is the application of a zero
profit tax rate during the first years of
investment projects. Such changes require the
adoption of a special law and the passage of
legislative procedures with the risks of political
speculation. We propose to introduce the norm
of exemption from profit tax of a financial
result invested in the economic activity of a
domestic entity for the implementation of an
investment project, provided that the wage
level of wage earners in this project will be at
least twice the amount of the average wage by
type of economic the activity where the project
is implemented or should be three times higher
than the minimum wage level in the country.
The implementation of this proposal will
require an amendment to Article 157 of the Tax
Code of Ukraine and as a result will be a
powerful tool for stimulating the development
of investment activity in the community

without the need for approval of the special
legal status of individual territories. This
approach will comply with the principle of
observance of the general economic conditions
and rules of economic activity on the basis of
equal competitive advantages and
opportunities. Also, the method of this tax
exemption will not only stimulate the growth of
wage payments, which will increase social
standards in the territories, but will allow to
implement a project approach to stimulating
investment activity, when the object of the
privilege becomes a co-investment investment
project, and not an economic entity , which will
offset the possibilities of optimization
manipulations. The economic efficiency of
taxation is not profits, but derivatives from
reinvested financial results of payments (for
example, wages) are proved by appropriate
calculations [12]. The providing of real powers
for territorial communities to manage the bases
and rates of basic local taxes and fees will
provide an opportunity to ensure the financial
and budgetary self-sufficiency of territorial
communities.

Measures of indirect non-economic
support include the introduction of a system of
compulsory development of strategies for
territories. Being based on dialogue with
representatives of communities, such strategy is
proposed as methodological approach and
guideline for socio-economical development of
territorial communities.

Among organizational measures of
noneconomic influence, it is necessary to
allocate the instruments of institutional

cooperation with investors, that are to create
legislative substantiation and to ensure the
effective functioning of initiative funds for the
development of territories. Such funds are
formed by economic entities operating in the
community.  Institutionalization = of  the
instrument of state participation in the capital
of investment projects will make possible to
implement the public-private partnership
scheme, which involves obtaining initial
support by the entity for the purpose of
implementing of investment project, with the
subsequent deduction of part of the profit for
the development of the territorial community.
Direct state support measures, due to a
significant lack of funds for direct government
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investments, are characterized by limited
capacity. It is proposed to use the state
investment instrument as a guarantor and
initiator of private capital investments, and
regional agreements may be used for this
purpose. This approach is especially relevant
when implementing such large-scale projects as
the construction of the Odesa-Reni highway.

Measures of indirect state support include
the scope of different instruments. Applying a
simplified procedure for providing local entities
with land leases (for example, in the Lower
Danube), subject of economic activities is to
sign agreement with the local community on
the investment development commitment of the
local infrastructure.

The providing of organizational and
consulting support, administrative support of
investment projects on the basis of partnership
and crediting assistance as a contribution to the
authorized capital of projects with the aim of
further participation in the distribution of
profits and the formation of regional funds
support.  Application of the simplified
procedure for registration and liquidation of
economic entities that carry out investment
projects of prioritive types of economic activity
for the community (priorities are determined
being based on the strategy of socio-economic
development of the territory).

Creating of investment brand on
community territories, such as the Lower
Danube investment brand.
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Conclusions and further researches
directions. In order to form effective
institutional environment in the investment area
of the regions and to improve the condition of
the investment climate, complex combination of
economic and non-economic mechanisms and
measures regulating investment activity at the
regional (local) level is necessary. In order to
ensure the ability of the territory to remain
investment-attractive, even without existing
direct and indirect economic incentives (tools),
we propose a conceptual approach to the
formation of a favorable investment climate on
the local level, the essence of which is to take
into account the features of local socio-
economic development and put them as the basis
for state regulatory policy and sustainable
development based on the wuse of Ilocal
preferences and on taking into account the
requirements of state investment policy.

Strategic directions of implementation of
the basic conceptual idea of the regulating of the
institutional provision of investment activity in
the region include the revitalization of
investments in the socio-economic development
of the territory on the basis of balance and
viability, that are determined by a list of the
main tasks and problems that arise in the
regions, for example the Ukrainian Black Sea
region. The prospects of future researches in
sphere of investment activities regulation are
concerned with effective structure of the
mstitutional environment formation, which 1is
necessary for the achievement of socio-
economic growth of territories and communities.
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