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FORMATION OF AN EFFECTIVE POLICY OF “GREEN” INVESTMENT
AS A PRIORITY DIRECTION OF SUSTAINABLE DEVELOPMENT
OF NATIONAL ECONOMY

®OPMYBAHHSA E®EKTHBHOI IIOJITUKH «3EJJEHOI'O» IHBECTYBAHHSA
AR ITPIOPUTETHOI'O HAITPAMRY CTAJIOI'O POSBUTRY
HAIIIOHAJBHOI EKOHOMIKH

ANNOTATION

The article analyzes the current state of “green” investing in
the world in general and in Ukraine, in particular. It has been found
that strengthening of global economic ties, expansion of integra-
tion processes, deepening of the international division of labor and
industrial cooperation, gradual liberalization of investment activity,
intensification of functioning of TNCs, technological progress, in-
tensification of competition and the desire of companies to enter
the international market serve as the driving forces to intensify
international investment processes. It is emphasized that, on the
one hand, the arrival of a foreign investor is one of the ways of
technological structural transformation in the host country. Foreign
direct investment is considered suitable for increasing domestic
capital, creating jobs while increasing income levels, attracting
technology and transferring management skills and knowledge
needed to stimulate economic development. On the other hand,
FDI can have negative effects, such as “crowding out” of domestic
(national) investors, intensifying unfair competition, which can lead
to “theft in the market”. The environmental impact can be negative,
especially when moving polluting industries from one host country
to another one, or when FDI in the form of technology is old and
unusable. The conclusion shows that the development of “green”
investment requires the adoption of strategic documents, the for-
mation of a special policy and its consistent implementation, which
will encourage market participants to contribute to the “greening”
of the financial sector and the transition to a “green” economy. In
order to remove existing obstacles to the development of green
financing in Ukraine, it is necessary to apply a systematic and co-
ordinated approach in the areas of regulatory support and institu-
tional support.

Keywords: development, investments, green investments,
sustainable development, modernization, reform, competitiveness.

AHOTALIA

B crarTi npoaHanisoBaHO Cy4acHWI CTaH «3eneHOoro» iHBec-
TyBaHHs B CBITi Ta B YkpaiHi, 30kpema. 3'scoBaHo, L0 3MiLHEHHS
rnobanbHUX EKOHOMIYHMX 3B’A3KIB, PO3LUMPEHHS iHTErpauiiHmnx
npoueciB, NOrMMGNEHHsT MiXKHAapOAHOrO MOAINY npaui Ta BUpOG-
HMYOI Koonepalii, nocTynosa nibepanisayis iHBECTULINHOI Aisnb-
HOCTI, akTuBi3aUis dyHKUioHyBaHHA THK, TexHonoriyHmnin nporpec,
NMOCWIIEHHS KOHKYPEHLii Ta GakaHHS KOMMNaHin BUXOAUTU Ha Mix-
HapoaHi pUHKX BynW pyLUIAIMW OCTaHHLOrO AECATUNITTA 3 METO

aKTMBI3yBaTW MiXXHaAPOAHI iHBECTULINHI npoLuecn. BuokpemneHo,
Lo 3 0AHOro 6OKyY, Npui3A iIHO3EMHOrO iHBECTOPA € OQHUM i3 CNOCO-
6iB TEXHOMOrYHOI CTPYKTYPHOI TpaHcdopMaLii B kpaiHi, Wwo npu-
nmae. lMNpsami iHo3eMHi iHBeCTUUii BBaXaloTbCA npuaaTtHUMKU Ons
30inbLUEeHHs1 BHYTPILUHLOrO Kanitany, CTBOPEHHSI poboymx Miclb
npw 36inbLUEHHI piBHA [OX04Y, 3any4YeHHst TEXHOMOTI Ta nepeaavi
ynpaBniHCbKNX HABMYOK Ta 3HaHb, HEOOXIAHWX ONS CTUMYIOBaH-
HSi eKOHOMIYHOrO po3BUTKY. 3 iHwWoro, NIl MOXyTb MaT HeraTuB-
Hi HacnigkW, Taki SK: «BUTICHEHHS» BHYTPILLHIX (HauioHanbHWX)
iHBECTOpIB, NOCUNEHHs1 He[OOPOCOBICHOI KOHKYPEHLii, WO MoXe
Npu3BeCTN A0 «KPAADPKOK Ha PUHKY». Bnnve Ha HaBKONWLLHE ce-
penosuile Moxe OyTW HeraTMBHMM, OCOGNMMBO NPU NEPEMILLEHHI
3abpyaHioloumnx ranysen Big kpainu, Wwo npuiMae abo fo kpaiku,
Wo npumae, abo konu Ml y Burnagi TexHonorii € ctapum i He-
npugatHum (Binblie). 3asHayeHo, WO NPUHLMMNK «3EMNEHOI» eKo-
HOMIKN Ta 3any4eHHs | BNPOBa[XEHHS «3eNeHOoro» iHBeCTYBaHHS
€ [OieBMM MexaHi3aMOM peanisauii cTtpaTerii CTanoro po3BUTKY
ANs KpaiH yCix TUMiB MOMITUYHOI CUCTEMM Ta PiBHIB EKOHOMIYHOTO
po3BuTKy. «3eneHa» ekoHoMika € 6asucom peanisauii koHUenuii
CTanoro po3BMTKY Ha OCHOBI Ginbll eeKTMBHOIO pecypco- Ta
€HEProCnoX1BaHHS, 3MEHLLEHHS LUKIANIMBOTO BNAUBY Ha [OBKiM-
NS Ta po3BUTKY coLlialnibHO iHTErpoBaHOro cycninbeTea. Ane «o3se-
NEHEHHS» €KOHOMIKU BMMarae nepedopmMaTyBaHHS MNOTOYHMX Ta
ManbyTHIX iIHBECTULi ANS OTPMMaHHSA MakCMMarnbHO NO3UTUBHOIO
Ta JOBrOCTPOKOBOrO epekTy. Y BUCHOBKY NiACYMOBaHO, L0 PO3BU-
TOK «3eneHoro» iHBeCTyBaHHS BMMarae NpUAHATTS CTpaTeriyHux
[OKYMEHTIB, (DOPMYBaHHS crieuianbHOi NONITUKK i Ti nocnigoBHOT
peanisauii, Wo CTUMYNOBATUME YYaCHUKIB PUHKY CNpUSTU «03e-
NeHeHHo» (PiHaHCOBOro CEKTOpY i nepexogy [0 «3eneHoi» eKo-
HOMiKA. 3 METOK YCYHEHHS iCHYIUMX MepeLukon Ans PO3BUTKY
«3eneHoro» hiHaHcyBaHHS B YkpaiHi, HEOOXiAHMM € 3aCTOCYBaHHS
CMCTEMHOTO, Y3rofKeHoro Ta CKOOPAWHOBAHOro Migxody 3a Taku-
MW HanpsiMamu: HOpMaTUBHO-NPaBoBe 3abe3neveHHs Ta IHCTUTY-
LiiHe 3abe3nevyeHHs.

KntoyoBi cnoBa: po3BuUTOK, iHBECTULI, «3eNeHi» iHBeCTuMUil,
cTanuin po3BWUTOK, MOAEpPHi3aLis, pedopMyBaHHS, KOHKYPEHTO-
CNPOMOXHICTb.

AHHOTALMA

B cratbe npoaHanuanpoBaHbl COBPEMEHHOE COCTOsIHUE «3e-
NEHOrO» MHBECTUPOBaHWS B MMpPE W B YKpauHe B YacTHOCTU. Bbi-
SICHEHO, YTO yKpenrneHue rnobarnbHbiX 3KOHOMUYECKUX CBSI3eN,

EKOHOMIKA MPUPOLAOKOPUCTYBAHHA TA OXOPOHM HABKOJINLLHLOTO CEPELOBULLIA
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paclmpeHe MHTErpaLMoHHbIX Npoueccos, yrnybneHve mexay-
HapoAHOro pasaeneHns TpyAa U NPOU3BOACTBEHHON Koomnepaumm,
nocreneHHass nubepanusaunsi UHBECTULMOHHON AEATENbHOCTH,
akTuBM3auma dyHkumoHmpoanna THK, TexHonorudeckuii npo-
rPECC, YCUIEHUE KOHKYPEHLIMM 1 XeNaHUs KOMNaHUA BbIXOAUTb Ha
MexXayHapogHble PbIHKK Gblnn ABUraTensMmn NocneaHero ecaTu-
NEeTMS C Lenblo akTUBU3ALUN MEXAYHaPOAHbBIX MHBECTULIMOHHBIX
npouecoB. C 0fHON CTOPOHbI, NPUE3 MHOCTPAHHOTO MHBECTOpa
ABNSAETCA OQHUM M3 CrocoBOB TEXHOMOTMYeCcKoW CTPYKTYPHOM
TpaHcdopMauun B NpuHUMaroLlen ctpaHe. MNpsiMble MHOCTpaH-
Hble WHBECTULMN CYMTAIOTCA NPUrOaHLIMU NS yBENMYEHUS BHY-
TPEHHero KanwTana, cosgaHue paboynmx MecT npu yBenu4eHWUn
YPOBHS 4OX04a, NPUBMEYEHNS TEXHOMOMMIA U Nepegayn ynpaeneH-
YeCKMX HaBbIKOB M 3HaHWIN, HEOBXOAUMBIX ANS CTUMYNUMPOBaHUS
3KOHOMMYeckoro pa3suTus. C apyroi ctopoHsl, MW moryT umeTb
HeraTWBHbIe MOCNEACTBUS, Takme KakK «BbITECHEHWE» BHYTPEeH-
HMX (HaLMOHasbHbLIX) UHBECTOPOB, YCUNEHWE HEQOBPOCOBECTHOW
KOHKYPEHLMW, YTO MOXET MPUBECTU K «Kpaxe Ha pbiHke». Bos-
[OeViCTBME Ha OKpYXaloLLyto cpedy MOXeT ObiTb OTpULATENbHbIM,
0COBEHHO NMpK NepemeLLeHnn 3arpsasHAIoLLMX OTpacre oT O4HON
NpYHUMAalOLLEN CTPaHbI UMK K APYrov NPUHUMALOLLEN CTpaHe, Unu
korga MWW B B1ae TEXHONOIMU SBMSIETCS CTapbIM Y HENPUTOAHLIM
(bonbLue). B 3akntoumMTenbHOM YacTu uccneaoBaHUs roBopuTcs O
TOM, YTO pa3BUTHE «3EMEHOro» MHBECTUPOBAHUS TpebyeT NpuHS-
TUS CTpaTermyecknx AOKYMEHTOB, (hOpPMMPOBaHUE CrneuunansHon
MOMUTUKM W ee NocneaoBaTenbHOW peanusaumm, Y4To, B CBOKD OYe-
penb, 6yoeT CTUMYNUPOBaTL Y4aCTHUKOB pblHKa CnocobCcTBOBaTh
«03€efeHeHno» MHAHCOBOrO CeKTopa U nepexoda K «3efieHon»
3KOHOMMKN. C Lienblo YCTPaHEHWSI CYLLECTBYHOLLUMX MPEnsTCTBUN
AN pasBUTUS «3eneHoro» drHaHcUpoBaHus B YkpamHe, Heobxo-
AMMO NPUMEHEHNE CUCTEMHOIO, COTMTaCoBaHHOMO U CKOOPAUHUPO-
BaHHOIO Nnoaxoda no CneaylwyM HanpaeneHWsM: HOpMaTUBHO-
npaBoBoe obecneyeHne U MHCTUTYLIMOHaNbLHoe obecneveHue.

KnioyeBble cnoBa: pa3BuTUe, UHBECTULMMN, «3ENEHBbIE» WH-
BECTULMW, YCTONYMBOE pa3BUTUE, ModepHM3auus, pechopmmpoBa-
HWe, KOHKYPEeHTOCNOCOBHOCTb.

Formulation of the problem in general and its
relation to important scientific or practical tasks.
All countries strive for development, stabili-
ty and security. Sustainable development means
balancing and maintaining a competitive level of
economic, social and ecological environment in
the country. A major problem that most countries
cannot solve today is that most states cannot cre-
ate effective mechanisms for developing national
well-being and develop efficient and rational use
of their own economic and natural resources. It
should be noted that only 1 out of 8 billion of the
world’s population is satisfied with their standard
of living. This means that the economy of almost
every country requires a comprehensive transfor-
mation. The principles of a green economy and
attracting and using “green” investment are an
effective mechanism for implementing sustain-
able development strategies for countries of all
types of political systems and levels of economic
development. The green economy is the basis for
realizing the concept of sustainable development
on the basis of more efficient resource and energy
consumption, reducing the environmental impact
and developing a socially integrated society. But
“greening” the economy requires reformatting
current and future investments to maximize pos-
itive and long-term effects.

Analysis of recent studies and publications
is the part of our research, in which the disclo-
sures of the basic provisions of the “green” vec-

tor of development of the national economy are
covered in the works of many famous domestic
and foreign scientists. Particularly noteworthy
are the works of such authors as Burkinskiy B.,
Aliyev M., Galushkina T. [1], who reveal the
prerequisites, principles and mechanisms of for-
mation of a “green” economy in their research.
Musina L. [8] in the works sheds light on ways
to solve problems of interaction between the
economy and the environment. She successfully
and clearly defines the concepts of green econo-
my and green growth, reveals and explains the
content of national and strategic documents in
this field and compares them with international
experience. Nikolaiev Yu. [9] investigates the
concept of sustainable eco-innovation develop-
ment taking into account the integration pro-
cesses. His works are devoted to the analysis
of macroeconomic indicators of stability of the
national economy, which are directly depend-
ent on the ecological environment in the coun-
try. He focuses on the problem and importance
of the interaction between the economic sector
and the natural potential of the state. Potapen-
ko V. [11] in his monograph considers the the-
oretical, methodological, legal and institutional
principles of economic security and sustainable
development taking into account the ecological
transformation of society. This research has a
significant contribution as the author looks at
the national security of the country through the
lens of a green economy.

Among foreign researchers, it is important to
single out the works of J.A. Puppim de Olivei-
ra, C.N.H. Doll, O. Balaban [6], who reveal the
importance of providing investment environment
for attracting foreign funds and introducing en-
vironmental trends into the national sustaina-
ble development goals of the country’s “green”
economy in their works. Eaton D. [3] investigates
innovative approaches to the development of the
national economy, which have been based on the
preservation of the environment and the aim of
the rational use of the country’s natural resourc-
es to obtain the long-term economic effects of eco-
nomic growth of the state.

The aim (goal setting) of this article is to in-
vestigate the effectiveness of green investment
policy as a priority direction for the sustainable
development of the national economy.

Outline of the main research material.
Strengthening of the world economic ties, ex-
pansion of integration processes, deepening of
the international division of labor and industrial
cooperation, gradual liberalization of investment
activity, intensification of functioning of TNCs,
technological progress, growing competition and
the desire of enterprises to enter the internation-
al markets became the driving forces to inten-
sify international investment processes. And the
“weakness” of national capital and the scarcity of
domestic investment resources in most countries
have increased countries’ interest in attracting

Bunyck 2(19) 2020
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foreign capital (mainly, FDI). These processes, in Table 1
the light of scientific achievements and practical The Global Green Economy Index, 2018
experience, have influenced the course of discus- [Rating Country Indicator
sion by the expert environment of the role and 1 Sweden 0.7608
place of FDI in the recipient countries. 2 Switzerland 0.7594

On the one hand, the arrival of a foreign inves-

. . 3 Iceland 0.7129

tor is one way of technological structural trans-
formation in the recipient country. FDIs are seen 4 N‘orway 0.7031
as conducive to boosting domestic capital, creat- 5 Finland 0.6997
ing new jobs while raising income levels, attract- 6 Germany 0.6890
ing technology and transferring management 7 Denmark 0.6800
skills and know-how that are essential to stimu- 8 Taiwan 0.6669
late economic development. As a rule, enterprises 9 Austria 0.6479
with foreign capital provide technical assistance 10 France 0.6405
to the recipient country, which improves product 120 Ukraine 0.3813

quality and increases the technological level of
the production process itself (reducing the tech-
nological gap). FDI can also play an important
role in the promotion of environmentally friendly
goods and services.

FDI, on the other hand, can lead to negative
consequences, such as “crowding out” domestic
(national) investors, enhancing unfair competi-
tion, which can lead to the “market stealing ef-
fect”. The environmental impact may be negative,
in particular by moving environmentally dirty in-
dustries from the basic country to the recipient
country, or if the FDI coming in the form of tech-
nology is old and unusable (in more detail latert).

Until recently, little attention has been paid
to the role of FDI in sustainable development
and its impact on green growth. One of the ex-
planations for the limited attention to the con-
tribution of FDI to sustainable development is
the lack of a well-defined definition of “green”
FDI, as well as sectoral statistics on the flow
of “green” FDI across countries. The impact of
FDI on the environment — potentially, both posi-
tive and negative — has increased interest in the
concept of green FDI. International Economic
and Financial Organizations — UNCTAD, OECD,
UNEP - and the specialized FDI Intelligence
and Bloomberg news agencies have taken steps
to identify green FDIs, calculate their flows and
totals, and evaluate funding gaps that need to
be addressed with due consideration of global
CDG. Thanks to the above-mentioned analysis
and definition of the conceptual apparatus of
this definition, we can build our own research
and analyze the state of green investment in
Ukraine. It is important to note that one of the
indicators that shows the effectiveness of the
green economy in the country is internation-
al rankings. One of the most significant indi-
ces is The Global Green Economy Index, GGEI,
which ranks 130 countries in the green econ-
omy development program under the National
Economic Sustainability Program. Accordingly,
we consider it advisable to analyze some of the
positions in this rating and to identify where
Ukraine is in this rating.

Based on available data, we formalize our anal-
ysis in the form of a table (Table 1).

Source: generated by authors [5]

Thus, according to Table 1, we can state that
the level of development of the “green” economy
is too low, and Ukraine takes 120th place out of
130. The leading positions are occupied by the
developed economies and countries that pay con-
siderable attention to the use of “green” economy.

Another important indicator, in our view, is
the Environmental Performance Index (ERI), a
comprehensive indicator of assessing the environ-
mental policy of the state and its individual en-
tities. The index is calculated on 24 performance
indicators across ten categories covering health,
environment and ecosystem viability. These in-
dicators make it possible to assess the extent to
which countries have achieved the set environ-
mental policy goals (Table 2).

Table 2
Environmental Performance Index, 2018
i. | E
o g £z
: 5 ES 23
Rating| Country S d 2'® >5
£3 22 S8
é =) E g7~
=
1 Switzerland | 87.42 93.57 83.32
2 France 83.95 95.71 76.11
3 Denmark 81.60 98.20 70.53
4 Malta 80.90 93.80 72.30
5 Sweden 80.51 94.41 71.24
109 Ukraine 52.87 64.44 45.16

Source: authored by authors [4]

For many years, Switzerland has remained the
leader, a country that has been improving its per-
formance every year (in particular, in 2012, the
figure was 76.2%). In 2018, Ukraine took 109th
place among 132 countries with 52.87%. Low
indicators show the great need to intensify the
efforts of the state to ensure sustainable develop-
ment on a number of factors, such as biodiversity
protection, GHG emission reductions, etc. (Table
«Environmental Performance Index»).

Therefore, identifying Ukraine’s place in the
system of world leaders in the field of “green”
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economy, let us find out the current state of “con-
troversial” investment in Ukraine and ways of its
development in the future.

In recent years, certain elements of the green
investment mechanism have emerged and become
widespread in Ukraine. And this happened not
primarily as a result of a consistent, strategically
oriented policy, but as a result of finding answers
to acute current problems of economic develop-
ment and under the influence of a number of ac-
cepted international commitments. In particular,
there should be some positive developments in a
financial instrument such as green bonds. Under
the influence of the high level of interest of both
Ukrainian and foreign investors to invest in green
bonds, today the question of creating a market of
green bonds in Ukraine is very popular among the
parliamentarians and experts.

Currently, a number of investment incentives
is being used to help solve energy-saving and con-
struction problems of modern power generation
facilities, including using RES.

Also, one of the instruments to stimulate the
development of green eco-economics in Ukraine
was the establishment of a green feed-in tariff,
produced from alternative sources. Due to its in-
troduction (since 2009), the construction of wind
farms, hydroelectric power plants, small hydro-
power plants and other stations operating on al-
ternative sources has been intensified. However,
the country has not been able to achieve its elec-
tricity generation from RES according to state
strategy papers yet.

Carrying out a number of reforms and intro-
ducing regulatory changes in recent years, such
as the implementation of the provisions of the As-
sociation Agreement with the EU, led to a certain
improvement of the investment climate in Ukraine
(despite the unfavorable security and geopolit-
ical factors for Ukraine). In particular, this can
be proved by the country’s position in the World
Bank’s Doing Business ranking in recent years.
Thus, in the Doing Business 2020 rating, Ukraine
has taken 64th place, improving its position, com-
pared to Doing Business 2019, by seven points [2].
The biggest progress was made on the indicators
of “protection of minority shareholders”, which
managed to improve the positions by 27 points and
“obtaining a building permit” by 10 points.

At the same time, the introduction of the green
investment model and the transition to a full-
fledged environmental policy in Ukraine are sig-
nificantly constrained by the lack of clarity in the
formulation of an active environmental policy by
the authorities, which is largely influenced by the
international community and the domestic public
(environmental movements) and organizations.

In addition, it should be noted that the state
policy in the sphere of regulating the transition
of national business to a green economy is un-
clear and fragmented. The mirror image of this
situation is the lack of a unified position of the
national business in the development of the green

economy. This is significantly facilitated by the
informational closeness of state agencies respon-
sible for solving the problems of greening the
economy, investing public funds in specific de-
cisions in the area of sustainable economic deve-
lopment. Therefore, in accordance with all facts
mentionrf anove, we formalize the current situa-
tion of green investments in Ukraine in the form
of a scheme (Figure 1).

In Ukraine, there is no systematic vision for
the green growth financing model: its forma-
tion has not been completed yet. However, there
is still no clear understanding of the role of na-
tional financial institutions in the implementa-
tion of this course. Initially, green investments
were considered as a general economic feasibili-
ty of investing in order to prevent and finance
environmental pollution, mainly at the expense
of international financial institutions. And only
today the position has been going to emerge ac-
cording to which the country should develop its
own strategy for financing sustainable develop-
ment, and this strategy should take into account
all sources of funds (public and private, domestic
and international).

Thus, in accordance with the facts mentioned
above about the current situation of “green” in-
vestment activity, it should be noted that such
positions are incompatible with the goals of
“green” investment, which requires attracting
and efficient accumulation of additional financial
resources. Interest rates in the economy are still
too high (since October 25, 2019 the NBU dis-
count rate is at the level of 15.5% 7) [10], and the
inflation rate remains significant. This, in turn,
increases the value of the national currency and
private sector borrowing facilities in the national
currency. High interest rates reduce the ability
of borrowers to invest in “green” programs, in-
cluding energy efficiency and renewable energy.
Ukraine is characterized by a low level of diversi-
fication of marketable financial instruments, lim-
ited sources of capital mobilization and relatively
low rates of financial innovation.

In view of the above-mentioned analysis of
the current situation of green investments in
Ukraine, there is a need to create a mechanism
for attracting and using green investments.

In Ukraine, sustainable economic policy ap-
proaches need to be implemented through broad
coordination of government actions (such as the
Ministry of Economic Development, Trade and
Agriculture, the Ministry of Energy and the En-
vironment, the Ministry of Finance, and the NBU
in terms of adapting monetary policy to sustain-
able goals economic development) and private en-
tities, including the Ukrainian Stock Exchange,
commercial banks and investment companies
and other institutional investors, with a view
to agreeing (and in the case of needs and joint)
decisions on mobilization, support and capacity
building for the development of green markets
and environmentally friendly businesses.

Bunyck 2(19) 2020
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GREEN INVESTMENT STATE IN UKRAINE

the Ukrainian economy is characterized by significant macroeconomic distortions and
Plimbalances - insufficient savings, growing current account deficits, and government budget
constraints.

for a long period, the importance of technological progress in Ukraine has been
underestimated, which has led to the formation and increase of technological backwardness from
the leading countries of the world to significant threats to the economic security of the country
(especially in its innovation and investment component).

the neglect of the importance of innovation over many years has resulted in significant
structural imbalances in Ukraine’s economy. One of the most dangerous things was the
slowdown in investment activity due to the unattractive investment climate, which is
characterized by high risks, corruption and appeared significant volumes of capital flight abroad
(“offshore”).

the sphere of state regulation in Ukraine is characterized by a low level of coordination of]
Plactions of different bodies of public administration, which often makes impossible the
consistent practical implementation of certain political guidelines.

significant institutional weakness of the financial sector of the Ukrainian economy.
Ukraine is characterized not only by the germinal (compared to developed countries) state of the
stock market, but also by the banking system that has survived since 2014. It is one of the most
difficult periods and is determined by the low level of financial sustainability and efficiency.

‘underdevelopment’ of a number of segments of the market environment, which does not
allow to realize the effect of scale and to ensure the proper level of market control, and therefore
to ensure the proper level of return on investment.

Ukraine, to an even greater extent than developed countries, faces methodological
problemsto organize green investing. At present, there is no agreed position among stakeholders
in this field of activity, which should be understood as the green investment, and, as a result.
leads to the formation of ideological, methodological, political, regulatory and economic
contradictions

Figure 1. The state of green investment in Ukraine

Source: authored by authors [7, p. 103]

The development of green investment re-
quires the adoption of strategic documents, the
formation of a special policy and its consistent
implementation, which will stimulate market par-
ticipants to contribute to the greening of the fi-
nancial sector and the transition to a green econ-
omy. In order to remove existing obstacles to the
development of green financing in Ukraine, it is
necessary to apply a systematic and coordinated
approach in the following areas: regulatory sup-
port and institutional support. Let us take a clos-
er look at each of them.

Legal support:

— to define clearly the concept of green invest-
ment and legally establish the main priorities of
green investment as an important component of
the more general concept of green economy, as
well as the parameters of its regulation. This is a
prerequisite for creating the foundations for ef-
fective governance and regulation in this area.

— to raise consistently environmental and en-
vironmental quality standards and the amount of
sanctions for breaches by all businesses.

— to review the environmental commitments
of Ukraine in the face of the worsening climate
change problem, which will also lead to a revision
of environmental targets both in the country and
by industry. In this context, the needs for green
investment in the primary, secondary and tertiary
sectors of the economy should be assessed (high-
lighting activities in areas such as green building
and modernization of buildings, clean transport,
renewable energy and waste management , sus-
tainable agriculture and others).

— to develop and adopt a Green Investment
Roadmap, which will identify: (1) the main goals
and priorities that faces Ukraine in attracting
green investment; (2) major obstacles to green
investment; (3) tools and mechanisms for activat-
ing green investing; (4) step-by-step instructions
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(tasks) for attracting green investments with the
respect of national interests; (5) the directions of
state policy in terms of preventing or minimizing
the possible outflow of “green” investments under
the influence of adverse factors of the market and
political environment.

— to ensure the stability of the regulatory
framework and tax policy, define a portfolio of
green projects, and introduce a transparent pub-
lic procurement procedure with clearly defined
environmental sustainability criteria.

— to ensure the enhancement of the effective-
ness of the intellectual property rights protection
system, which in the long run will be crucial for
attracting investment and creating incentives for
innovation, significantly enhancing the incen-
tives to invest in the research and development
of products, technologies, “green” invluding
[7, p. 203-215].

Institutional support:

— to designate a national agency responsible for
green investing and set up a coordination center
to ensure interaction and coordination between
green project initiators, investors and regulators.

— to incorporate a green agenda into the man-
dates of public development institutes and public
procurement procedures.

— to take steps towards finding a balance and
combining the interests of all participants in the
investment process. Implementation of the pub-
lic-private partnership approach in the field of
green investments.

— to establish a specialized institution to carry
out the expertise of green projects that can be a
potential investment object.

In accordance with the characteristics of ap-
proaches to improve and introduce innovative el-
ements to the existing green investment system,
it is advisable to formulate a mechanism for pub-
lic private sector incentives for green investment
when the following initiatives are visible:

— direct budget financing (subsidizing) of in-
vestment measures aimed at creating a modern
environmentally friendly infrastructure, especial-
ly in the context of the latest technologies of the
Fourth Industrial Revolution. Such funding may
be provided through public investment programs
and priority national projects.

— promoting green innovation by significant-
ly increasing government support for research
and development work in low carbon and climate
change technologies, which should reduce the cost
to private investors and encourage them to invest
in new clean technologies.

— supporting private “green” financing
through a system of state guarantees (in the case
of major high-risk projects), implementation of
new market standards and instruments. In par-
ticular, the provision of government guarantees
for individual issues of green bonds, depending
on the level of their social and environmental im-
portance and compliance with the principles and
standards established for state-level green bonds.

— developing a risk insurance system for green
investment, including the possibility of state in-
surance for particularly large socially and envi-
ronmentally significant green projects.

— stimulating the demand for new “green” tech-
nologies and creating markets for new “green”
products through government demand (“green”
public procurement). As an intermediate step in
this direction, legislative proposals can be made
to integrate environmental and energy efficien-
cy requirements into existing public procurement
mechanisms.

— providing the preferential access to publicly
owned infrastructure and public services.

— establishing the state-owned banks for green
investments or green infrastructure funds to sup-
port investments in green infrastructure. A state-
owned green bank can overcome the risks that pri-
vate banks cannot cope with today, thus acting as
a catalyst for further private sector investment.

— strengthening of mechanisms of stimulation
of “green” investments by increasing the pressure
of payments for inefficient and environmentally
harmful use of economic resources. First of all,
we are talking about carbon pricing schemes and
rents for the exploitation of natural resources.

Therefore, in line with the above mentioned
points of the mechanism of attracting green in-
vestments, we should note that its implementa-
tion and practical application and achievement of
the goals of sustainable development of national
economy will allow to obtain long-term and posi-
tive economic effects for all branches of activity
of economic entities.

Conclusions. The analysis of the individual im-
pacts of FDI on the components of sustainable
development makes it possible to conclude that
FDI is an important source of funding for trans-
mission and technology, as well as know-how be-
tween countries. However, the impact of green
FDI is extremely difficult to assess accurately,
since the net benefits of such investments are
not automatic and do not increase equally in each
country, sector or region, and their volume varies
depending on the foreign investor. Also, little is
known about the amount of FDI contribution to
green growth. The limited understanding of the
role of FDI in promoting green growth targets, as
noted above, can be explained by the lack of an in-
ternationally agreed definition of green FDI and
a lack of data on them. Green FDI is believed to
be emerging in areas where their environmental
impact (energy efficiency, pollution control and
reduction, household waste management) is the
largest.
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