Lusun 9hSu4UL MUNPPENUYUL | KAYAP HAYYHOE NEPUOONYECKOE U3 JAHUE | KATCHAR SCIENTIFIC PERIODICAL | 2024 (1)

THE ROLE AND CHARACTERISTICS OF STATE INVESTMENT
POLICY IN CONTEMPORARY ECONOMIC RELATIONS

VARDAN KALANTARYAN

International Scientific-Educational Centre of NAS RA,
Applicant of the Economics and Management Chair

stroyshin@mail.ru
DOI: 10.54503/2579-2903-2024.1-145

Abstract

The investment policy of the state plays an important role in the regulation and
promotion of economic activity. The importance of developing a consistent and effective
state investment policy is justified by the emergence of challenges and growing risks that
disrupt the normal course of the modern economy from time to time, disrupting the flows
of global investments. Accordingly, under such conditions, investments flow to countries
where there is a favorable investment environment and an effective investment policy is
conducted by the government.

In crisis situations in particular, it is especially important to support investments
towards productions utilizing modern innovative technologies, which will further contribute
to the technological transformation of the country’s economy and its progressive growth.

The main principle of the state policy towards private investors is, without interfering
in their activities, to maximally contribute to the formation of the necessary legislative
framework for increasing their investment activity and reliable protection of the invested
funds. At the same time, special attention is paid to creating economic conditions for
increasing the share of long-term investments in the non-state sector of the economy, as well
as expanding the practice of attracting capital from private investors for the implementation
of effective state programs.

Effective state investment policy is aimed at activating investment processes, ensuring
economic stability and development, forming effective mechanisms for attracting foreign
investments and ensuring their effective operation.

The state investment policy as a set of coordinated measures is aimed at ensuring a
favorable investment environment, a higher return on investment of state resources, equal
competitive grounds for cooperation in global investment markets, balanced development
of economic sectors and regions, as well as a balance of interests of all social groups.

Keywords and phrases: state investment policy, favorable investment environment,
foreign investments, investment relations, economic growth.
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AHHOTALMSA

VHBecTHIIOHHAS TTONUTHKA TOCYApPCTBA UTPAET BAJKHYIO POJIb B PETYIHPOBAHUH U
CTUMYJIMPOBAHHH YKOHOMHYECKOH IesITeIbHOCTH. BaxkHOCTB BBIpaOOTKH ITOCIIE0BATEIBHOM
1 3(peKTHBHON MHBECTUIIMOHHOM MOJUTUKU TOCYAApCTBA 0OOCHOBBIBACTCS MOSIBICHUEM
BBI30BOB U POCTOM PHCKOB, KOTOpPbIE BpeMs OT BPEMEHH HapyIIaroT HOPMAaJbHBIN XO[
COBPEMEHHOI KOHOMHMKH, HapyIasi MOTOKH [100alibHbIX HHBeCTHIUH. COOTBETCTBEHHO,
B TaKMX YCJIOBHSX MHBECTHIIMH TEPETEKAIOT B CTPAHBI, IJ€ CYIICCTBYET OJIAarompHsTHAs
WHBECTUIIMOHHAS Cpela M IPAaBUTEIBCTBO MPOBOAMUT 3(P(HEKTHBHYIO HHBECTHIIHOHHYIO
MIOJIUTHUKY.

B uacTHOCTH, B KpH3HCHBIX CHTyalUsIX OCOOCHHO BaKHA IIOJJIEPIKKA TeX
9KOHOMHMYECKHX KOMIIAaHHMH, KOTOpbIE MHBECTHUPYIOT B NMPOU3BOJACTBA C COBPEMEHHBIMHU
WHHOBAIIMOHHBIMU TEXHOJIOTHSAMH, YTO B JaJbHEHIIEM CIIOCOOCTBYET TEXHOJOTHYECKON
TpaHc(opMaIK SKOHOMUKH CTPaHBI M TIOCTYIIATEIbHOMY POCTY SKOHOMHUKH.

DoddekrrBHas rocyaapcTBeHHass HHBECTHUIIMOHHAS MOJMTHKA HAlpaBlieHa Ha
AKTHBU3AIMIO MHBECTHIIMOHHBIX MIPOIIECCOB, 00eCTIeueHIe YKOHOMHYIECKOH CTaOMITEHOCTH
u pa3Butws, (popmupoBaHHe >()(HEKTHBHBIX MEXaHW3MOB MPUBICUCHHUS HHOCTPAHHBIX
WHBECTHIIMN U oOecrieueHre ux 3H(HEKTHBHON PaboTHI.

locynapcTBeHHas HHBECTHIMOHHAS MOJUTHKA KaK KOMIUIEKC CKOOPAWHHPOBAHHBIX
Mep HamlpaBlieHa Ha oOecriedeHue OJIaronpHATHOTO WHBECTHIMOHHOTO KJIMMara, Ooiee
BBICOKOH OT/Jauyll OT BJIOXKEHHUSI T'OCYHAapPCTBEHHBIX PECYPCOB, PaBHBIX KOHKYPEHTHBIX
TUIOIIAIOK 1S COTPY/AHMYECTBa HA MUPOBBIX HHBECTUIIMOHHBIX PhIHKAX, COaJIaHCHPOBAHHOTO
Pa3BUTHS OTpacieil SJKOHOMUKH M PETHOHOB, a TAKXKe 0aTaHC HHTEPECOB BCEX COIMATIBHBIX
TPYIIIL.

KioueBble c0Ba M CJI0BOCOYETAHHS: TOCYIapPCTBCHHAS WHBECTUIIOHHAS
MOJIUTUKA, OJIAaTONPHUATHBIA WHBECTHIMOHHBIA KIMMAaT, HHOCTPAHHBIC WHBECTHUIIHH,
WHBECTHI[HOHHBIE OTHOILEHNUS, SJKOHOMHYECKHH POCT.

Introduction

Investments play an important role in the economic development of any country.
It is no secret that the level of investment has a significant impact on the socio-economic
situation, including the main macroeconomic indicators: economic growth, national income
and employment levels. Moreover, ensuring the process of extended economic reproduction
- the launch of new production capacities, the creation of new jobs and the development of
infrastructure - is impossible without real capital investments in the given country.

The investment policy of the state plays an important role in the regulation and
promotion of economic activity. The importance of developing a consistent and effective
investment policy of the state is justified by the emergence of challenges and growing
risks that disrupt the normal course of the modern economy from time to time, disrupting
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the flows of global investments. Accordingly, under such conditions, investments flow to
countries where there is a favorable investment environment and an effective investment
policy is conducted by the government. In particular, in crisis situations, it is especially
important to support those economic companies that invest in productions with modern
innovative technologies, which will further contribute to the technological transformation
of the country’s economy and the progressive growth of the economy.

One of the most effective methods of activating investment activities, especially in
developed and developing countries, is attracting foreign investments. This is due to the lack
of financial resources to carry out institutional transformations in the financial and budgetary
sphere, based on the need to make the economic restructuring process more effective in
order to overcome crisis processes and inflation. The need to develop a reasonable state
investment policy is especially important in the context of overcoming the increasingly
common challenges and growing risks that undermine the stability of the financial system.

It should be noted that in modern conditions, in the vast majority of developing
countries, the range of economic entities is gradually changing, reducing the share of the
public sector of the economy and expanding the private sector. These changes also lead to
issues of improving the state management system of investment processes as an important
factor in ensuring sustainable economic growth and increasing the level of competitiveness
among economic entities.

The main principle of the state policy towards private investors is, without interfering
in their activities, to maximally contribute to the formation of the necessary legislative
framework for increasing their investment activity and reliable protection of the invested
funds.At the same time, special attention is paid to creating economic conditions for
increasing the share of long-term investments in the non-state sector of the economy, as well
as expanding the practice of attracting capital from private investors for the implementation
of effective state programs.

While developing a comprehensive plan to promote domestic and foreign investments
in the economy in modern conditions, it is necessary to take into account such fundamental
principles as facilitating the entry of the country’s economy into the global economic system
through production and investment cooperation, creating a more favorable environment for
investors, solving priority socio-economic problems, etc.

In general, investment policy is a multi-level activity of the state, which is aimed at
creating a favorable investment environment, promoting investment activities and increasing
the efficiency of investments in the country’s economy.

Literature review

In the relevant literature, state investment policy is revealed in different aspects. Some
experts define it through its essential features, emphasizing its place in the state system [7].
A group of authors consider government investment policy exclusively as a component of
state economic policy [9], another group emphasizes the social orientation of that policy,
which is also important in the modern world, when most developed countries declare the
idea of a welfare state in their constitutions.

Some authors take a more formal approach and define public investment policy
through its structural elements, focusing on its form and content rather than its goals and
essence [5, pp. 26-33]. In this case, the investment policy is considered through the activities
of state bodies, means and measures for its implementation, etc.

By a number of specialists, the state investment policy is also defined as a set of
measures aimed at promoting investment activity and creating a favorable investment
environment, attracting reliable sources of investment and defining common standards
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justifying the effectiveness of investments [11, p. 80].

Some theorists consider the state investment policy from a legal point of view,
presenting it as an intra-economic interconnected function of the state to ensure the financing
of investments [3, pp. 206-208].

Let’s introduce another comprehensive definition: the state policy in the field
of investment relations defines the strategic and tactical priorities for the collection of
investment resources to ensure the reproduction of public goods, their main directions: the
development of strategic investment plans and projects, the involvement of domestic and
foreign investors, support for the implementation of investment projects, economic entities
through coordination of investment activities, interaction with state and non-state structures
abroad [4,p. 11].

As we can see, the given definitions derive from the approach of identifying the
general objective of the state investment policy, which implies ensuring economic growth at
the expense of private investments.

Observing the definitions given above, it is worth noting that experts, while evaluating
the beneficial effect of investments in the economy, did not emphasize the positive social
effects provided by investments. It’s no secret that social investments are currently
widespread as an important direction for solving various social problems of the country’s
population and modernizing social infrastructure.

Accordingly, among the problems of state investment policy, some experts define not
only the formation of the necessary conditions for the investment process and the provision
of access to investments for organizations and their effective use, but also the general
economic goal of the state investment policy, that is, to raise the standard of living of the
country’s population [8, p. 147].

Some specialists also emphasize that the state investment policy is a set of measures
regulating the economy in order to implement progressive structural changes in the economy
through the redistribution of capital investments, to ensure expanded reproduction, and to
achieve prospective social goals. Moreover, it is noted that the state investment policy is
aimed at ensuring not only economic, but also social, environmental, scientific-technical
and other useful results from the implementation of investments [12, p. 53].

As we can see, these definitions also emphasize the social orientation of investments,
thereby revealing the latter as a component of the state’s socio-economic policy.

Thus, it should be noted that there is no unified approach to the definition of state
investment policy in the professional literature. Some authors define it through its structural
elements, focusing on its form and content, others emphasize its very goals, and some
emphasize the socio-economic aspect of this policy.

Results

In order to have a complete understanding of the nature of the state investment policy
and its legal regulation, it is necessary to first of all identify the key features underlying the
policy.

Firstly, as an essential feature of the state investment policy, it is appropriate to
highlight the realization of public interest, both in terms of economic, social, environmental
and other beneficial effects of investments.

Thus, a number of economists define the state investment policy as a component of
the state’s general economic policy aimed at ensuring economic growth and the efficiency
of investment activities [9, p. 332], or as a policy with the strategic goal of modernizing the
national economy, ensuring its effective economic development [2, p. 224].

The essence of the state investment policy is also considered within the scope of the
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formation and application of the system of economic regulation measures aimed at creating
a favorable investment environment and increasing the efficiency of the use of investment
resources [13, p. 57].

The investment policy of the state has a complex, multifaceted structure, the content

of which is usually differentiated on the following grounds:

1) by the nature of the problems and the specifics of their solution (strategy and
tactics),

2) by the spheres of state activity (forecasting, programming, regulation, state orders,
purchase of investment goods, financial and personnel support of the investment
complex, etc.),

3) by the source and nature of authority (national, regional, community),

4) by sectorsand branches of the economy (in the public and private sectors, material
production and non-production sectors, industry, agriculture and other sectors);

5) by regulation methods (direct and indirect, administrative and market);

6) with instruments of influence (regulatory, budgetary, extra-budgetary).

Regulating investment activities, the state performs a number of functions, namely:

1) goal setting;

2) recruiting,

3) stimulating,

4) supervising.

The exclusive constitutional function of the state is to define economic strategic
priorities and investment policy goals for the coming period. The formation of the structure
of goals and priorities includes the analysis of results, the identification of the most urgent
socio-economic and political problems and the definition of active government measures
aimed at solving them.

The investment collecting function of the state is the determination of the sources
of investment resources, the development of ways to attract them to solve the planned
problems. The implementation of this function is related to the regulation of the movement
of investment resources, their distribution and redistribution among the structural divisions
of the national economy. The main tools for implementing the collection function are the
monetary policy, the fiscal policy, the depreciation policy and the regulation of extra-
budgetary funds.

The stimulating function of the state investment policy is aimed at the unconditional
and accelerated solution of the key priority problems of the investment policy. This function
is carried out through tax and financial incentives (subsidies), creation of free economic
zones, credit policy and other instruments.

The control function includes implementation of control by the state over the
observance of economic and legal norms established by the state by economic entities
during their economic activity. State control is carried out through relevant control bodies
and management bodies of different levels.

State investment policy can be based on the following combination of investment
sources:

1) consolidated public and private sources within the framework of the investment
program, including public-private cooperation,

2) own and borrowed funds of local investors,

3) funds of foreign investors.

Attracting borrowed funds is very important in the context of solving the problems
of the state investment policy, so in this area it is necessary to coordinate the latter with the
monetary and currency policies implemented by the central bank. Involvement of borrowed
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financing can be taken into account in the case of legal fixation of the specifics of the use
of preferential lending for the purpose of making investments in priority sectors of the
economy.

Any state is interested in attracting foreign direct investment, which predetermines the
direction of the state investment policy to create attractive conditions for foreign investors,
including through exceptions to the national regime of investment regulation.

The volume of foreign investments and their efficiency in the country’s economy is
as high as the country’s investment environment is favorable [1, pp. 113-137]. Moreover,
attracting foreign investors to invest in strategic sectors of the economy is one of the
important tools of state regulation of the economy [6].

Experts rightly emphasize the principle of accepting foreigners to engage in investment
activities among the principles of legal regulation of investment relations. Moreover, the
influence of the principle of acceptance of foreign investors is manifested through the
establishment of various additional restrictions and prohibitions for foreign investors [10].

It is also one of the key tasks of the state investment policy, without interfering with
the activities of investors, to create a favorable legal framework that provides grounds for
increasing investment activity and ensuring reliable protection of invested funds [8, p. 162].

Within the implementation of the state investment policy, it is advisable to apply the
principle of combining foreign and domestic investments in order not to make the country’s
economy heavily dependent on the changing international situation.

Conclusion

The key goal of the state investment policy is the balancing of private and public
interests in investment relations, which is carried out by solving specific problems stipulated
in legal acts and strategic planning documents (innovative development, export promotion,
demonopolization of the economy, etc.) for a clearly forecasted period.

The state investment policy as a set of coordinated measures is aimed at ensuring a
favorable investment environment, the highest return on investment of state resources, equal
competitive grounds for cooperation in global investment markets, balanced development
of economic sectors and regions, as well as a balance of interests of all social groups.

Effective state investment policy is aimed at activating investment processes, ensuring
economic stability and development, forming effective mechanisms for attracting foreign
investments and ensuring their effective operation.

Through the mechanism of investment policy, the state promotes the activity of
private investors in the priority sectors of the economy, first of all, by creating a favorable
legislative framework, both at the national and regional levels.

Ensuring the goals and objectives of the state investment policy is carried out through
the involvement of both state and private investments, however, the use of the public-
private partnership tool is considered the optimal direction within the policy framework,
which mostly reflects the balance of private and public interests of private entities and state
authorities in investment relations through mutually beneficial cooperation between them.

In order to increase the efficiency of the investment policy and ensure its predictability,
itis advisable to establish its goals and principles by legislation, which will clearly define the
main directions of the state regulation of investment activities. In particular, such principles
of state investment policy as:

e concentration of investment resources in priority areas of socio-economic
development of the state,

e promotion of private investment activities in priority sectors of the economy,

e exclusion of unnecessary interventions in the activities of investors,
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e combination of different sources of investments, including within the framework of
public-private sector interaction,

e controlling the directions and effectiveness of state investments,

e provision of state support to investors on a competitive basis,

e development of international cooperation in the investment sphere.

From the point of view of ensuring the efficiency of the investment policy, the
coordination of the activities of state and local self-government bodies in the field of
regulation of investment relations is also important.
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