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Abstract

The decline in the forecast indicators of the economy and production activity, the structural transformation of
international production and consumer preferences, the reduction in income from bonds and world tourism, the
massive layoffs of workers that led to an increase in unemployment and a decrease in household income, deferred
investments and the reorientation of investment flows, both in economic sectors and in the regional context, are
all the result of the impact of another challenge called Covid-19. The Covid-19 pandemic has changed and con-
tinues to change many characteristics of the economy and society. Together with the onset of the Fourth Industrial
Revolution and the transition to the digital era, as well as taking into account completely new realities of the
development of future generations, which are regulated by the concept of sustainable development, the formation
of investment attractiveness is also taking place in a fundamentally different way. In this regard, the article sub-
stantiates the need to introduce the category sustainable investment attractiveness into everyday use. The author's
vision of the interpretation of this concept is presented. A procedure for forming a stable investment attractiveness
of regions in the conditions of Covid-19 has been developed.

Key words: investment risks, investment potential, sustainable investment attractiveness of regions, sustainable
development, Covid-19

Streszczenie

Spadek prognozowanych wskaznikéw gospodarki i dziatalno$ci produkcyjnej, strukturalne przeksztatcenia pro-
dukcji miedzynarodowej i preferencji konsumentoéw, zmniejszenie dochodow z obligacji 1 §wiatowej turystyki,
masowe zwolnienia pracownikow, ktore doprowadzity do wzrostu bezrobocia i spadku dochodéw gospodarstw
domowych, odroczone inwestycje i reorientacja przeplywdéw inwestycyjnych, zarowno w sektorach gospodarki,
jak i w konteks$cie regionalnym, sg wynikiem wplywu wyzwan pandemii Covid-19. Zmienita ona i nadal zmienia
wiele cech gospodarki i spoteczenstw. Wraz z nadejSciem czwartej rewolucji przemystowej i przejsciem do ery
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cyfrowej, a takze uwzgledniajac zupehie nowe realia rozwoju przysztych pokolen, ktore reguluje koncepcja zrow-
nowazonego rozwoju, ksztattowanie si¢ atrakcyjnosci inwestycyjnej odbywa si¢ rowniez w zupetnie inny sposob.
W tym zakresie artykut uzasadnia potrzebg wprowadzenia do codziennego uzytku kategorii zrownowazonej atrak-
cyjnosci inwestycyjnej. Zostata przedstawiona autorska wizja interpretacji tego pojecia. Opracowano takze proce-
dure ksztattowania stabilnej atrakcyjnosci inwestycyjnej regionéw w warunkach Covid-19.

Stowa kluczowe: ryzyka inwestycyjne, potencjat inwestycyjny, zrownowazona atrakcyjno$¢ inwestycyjna regio-

néw, zrownowazony rozwoj, Covid-19

1. Introduction

One of the key conditions for the development of any
socio-economic system is the availability of invest-
ments as an important source of economic growth of
the state. The global problems of humanity, which
are primarily related to the political, environmental,
economic and social crisis, including the global
coronavirus pandemic, create significant obstacles in
the processes of attracting investment.

Thus, according to the report on world investments
2020, prepared within the framework of the United
Nations Conference on Trade and Development
UNCTAD, 19% of projects involving foreign direct
investment (FDI) in Europe were canceled, another
25% were frozen, half of the investors were going to
reduce the investment volumes planned for 2020 by
10-15% (UN). In addition, the analysis presented in
the report shows that in four of the ten key areas of
sustainable development (SD), the inflow of interna-
tional private sector investment has not increased
significantly since the adoption of the goals in 2015.
European countries, having a significant natural re-
source potential and high-quality human capital, are
experiencing difficulties in attracting investment.
The lever of changing this situation can be organiza-
tional and methodological support and practical
stimulation of the investment attractiveness of re-
gions, the success of which depends on the joint ac-
tions of science and practice.

Taking into account the fact that investment attrac-
tiveness is a characteristic that reflects the quality of
the macroeconomic environment and its ability to
meet the requirements of modern realities, the acti-
vation of investment activity of economic entities
creates prerequisites for introducing innovations, op-
timizing production, increasing and updating pro-
duction capacities, expanding existing and conquer-
ing new sales markets, fulfilling the strategic tasks
aimed at the implementation of the SDGs. In this re-
gard, there is a need to rethink the existing theoreti-
cal and methodological approaches and applied as-
pects of the formation of investment attractiveness of
regions in the conditions of Covid-19, the implemen-
tation of which will bring us closer to sustainable de-
velopment.

The purpose of the article is to develop theoretical,
methodological foundations and practical recom-
mendations for the formation of investment attrac-
tiveness of regions under the conditions of Covid-19.

2. Findings and Discussion

2.1. Formation of sustainable investment attractive-
ness of regions under the conditions of Covid-19:
theoretical and analytical aspect

Successful implementation of regional investment
activities is possible if there is a certain investment
attractiveness of the territory. In modern science, the
limits of the interpretation of the concept of invest-
ment attractiveness are not defined. They begin with
its identification with the investment climate (L.
Borshch, S. Herasymova 2007), and end with the
solvency of the territory for investments (A. Nosova,
Y. Krylov, 2003; K. Mamonova, 2008; S. Vdovin,
2014), which creates prerequisites for the formation
of the author's vision regarding this category.
Analysis of the fundamental works of foreign au-
thors Robert B. Stoby, A. (1969) Bevan, S. Estrin, K.
Meyer (2000), J. Hellman, J. Johnson, D. Kaufman,
M. Shankerman (2000), D. Holland (1998), J.
Janssen (2001), allowed us to establish that scientists
use the term investment climate only in the field of
international financial markets.

The etymology of the concepts of investment climate
and investment attractiveness indicates that they dif-
fer in content. The concept of climate, in a narrow
sense, means the initial conditions (Geographical
Encyclopedia), therefore, the climate is not a cause,
but a consequence, which means that in order to at-
tract investment, certain conditions must be met, as
well as they must satisfy all parties (depositors, ben-
eficiaries). Such a condition is the attractiveness of
the territory (its capabilities), which determines the
priority directions of the region's development.
Thus, investment climate and investment attractive-
ness should be considered as separate categories.

A review of scientific research led to the conclusion
that a number of authors, such as Y. Zadorozhna L.
Diachenko (2007); T. Bezrukova, I. Shanin, Y. Zi-
borov (2015), consider the investment attractiveness
at the macro and micro levels. Moreover, they refer
to the investment climate (state and region) at the
macro level, and the micro level is the investment at-
tractiveness (industry, enterprise). When discussing
this statement, it turns out that a state or a region can-
not have investment attractiveness, but only an in-
vestment climate, and vice versa - the industry and
the enterprise can be characterized only from the
point of view of investment attractiveness. This ap-
proach does not allow us to display the full range of
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Figure 1. Fundamental principles of sustainable development of regions, compiled by the authors on the basis of Guiding
Principles for Sustainable Development of the European Continent (2000)
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impact factors and narrows the set of indicators for
evaluating capital investments, which in turn makes
it difficult to practically rank regions by the degree
of investment attractiveness.

Makarii N. calls the fair quantitative and qualitative
characteristics of the external and internal environ-
ment of the object of potentially possible investment
as investment attractiveness (Makarii, 2001). In the
studies of I. Hryshyn, A. Shakhnozarov, |. Roizman
(2001) investment attractiveness is considered
through the combination of investment potential and
investment risks. The investment attractiveness of
the region determines the investment activity. At the
same time, the authors understand investment activ-
ity as the intensity of attracting investment in the
fixed capital of the region. Then the investment cli-
mate is a symbiosis of investment activity and attrac-
tiveness. A similar point of view is reflected in the
studies of A. Asaul, I. Pasiada (2004), V. Kiriukhin
(2006).

Thus, the presented generalization of scientific
points of view allows us to conclude that investment
attractiveness determines the vectors of investment
movement. It is, on the one hand, factorial, and, on
the other hand, resultant, i.e. it creates prerequisites
for increasing investment activity. In this regard, the
investment attractiveness of the region should be un-

Legislative
Figure 2. A figurative model of the formation of investment attractiveness of regions before the Covid-19 pandemic, compiled
by the authors on the basis of Lavresh 1., Myronov V., Smirnov A. (2011)

derstood as a combination of investment potential
(conditions and opportunities) and risks affecting the
volume of attracted capital carried out on mutually
beneficial terms with investors.

The investment potential in the article refers to the
region's opportunities for sustainable development,
that is, the investment potential allows us to form a
vision regarding the region's readiness to receive in-
vestments with appropriate guarantees of capital
preservation and profit for investors based on the
principles of regional sustainable development (Fig.
1).

It should be noted that the investment potential of the
region is represented by various types of resources:
economic, foreign economic, production, labor, in-
novation, infrastructure, financial, institutional, etc.
The formation of investment attractiveness of re-
gions is carried out under the influence of various
groups of risks: political, social, economic, environ-
mental, and other risks that change over time as well
as the strength of their impact changes (increases or
decreases). Schematically, the formation of invest-
ment attractiveness can be represented as follows
(Fig. 2).

The generalization of scientific points of view in the
field of risks of forming the investment attractive-
ness of regions allowed us to establish the existence
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Figure 3. Dynamics of investment attractiveness in European regions before and during Covid-19, compiled by the authors on

the basis of EY (2018, 2019, 2020)

. . Dev. . - Dev.
Number of projects in 2019 201972018 Number of jobs in 2019 20192018
Research and development 184 +30; Research and.. -~ 6249 +20;
Electronics and IT 274 o Electronics and IT 16741 0
+
Chemical industry 283 ﬁﬂf Chemical industry 6955 gﬂf
Financial services 367 o ° Financial services 6126 + o °
Agriculture 377 +6% Agriculture 11392 +2%
Transport services and logistics 414 +6% Transport services. .. 27183 49,
Manufacturing of vehicles,... 472 +0% Production of. . 64460 +8%
Mechanical engineering and. _ 535 +7%, Mechanical. 16512 +230%,
Business services industry 774 +89% Business services. . 25601 6%
Digital technologies 1219 £129% Digital technologies 41025 L9u;
0 500 1000 1500 +19% 0 20000400006000080000 +15%
IA (g-ty) Jobs (g-ty)

Figure 4. Investment attractiveness of industries during Covid-19, compiled by the authors on the basis of EY (2019, 2020)

of various classifications that were proposed by the
authors taking into account their own scientific inter-
ests. Some people divide the entire set of risks ac-
cording to two criteria: 1) according to the method
of influencing the economic growth of investment
attractiveness and 2) depending on the final goals of
the regions (Nechytailo, 2011; Haidutskyi, 2004;
Hukaliuk, Ivanovych, 2010; Kuzmyn, Komarny-
tskyi, 2002; Khusainov, 2015, etc.). Other authors
consider the current order of income distribution be-
tween economic entities in society as the dominant
risk of forming the investment attractiveness of the
country (J. Janssen, 2001 P. Masset, 1971 Juha,
2017). Still others believe that risks in the formation
of investment attractiveness of regions should be
considered through competitive advantages (Mi-
akshyn, 2014; Moghoiev, 2004; Lukianenko,
Mozhovyi, Hubskyi, 1998). Despite the differences
in approaches, the vast majority of scientists identify
the basic risks, which are presented in Fig. 2.

However, as practice has shown, there comes a pe-
riod when one risk completely determines the devel-
opment of further events, including the formation of
the investment attractiveness of the regions. The UN
World Investment Report 2020 notes that global
flows of foreign direct investment (FDI) have been
under great pressure as a result of the Covid-19 pan-

demic. Inflows in developing countries have been
particularly hard hit. (UN World Investment Report,
2020).

The Covid-19 pandemic has undoubtedly changed
and continues to change many characteristics of the
economy and society. Together with the onset of the
Fourth Industrial Revolution and the transition to the
digital era, as well as taking into account completely
new realities of the development of future genera-
tions, which are regulated by the concept of sustain-
able development, the formation of investment at-
tractiveness is also taking place in a fundamentally
different way. This fact was actively discussed at the
46th International Economic Forum (K. Schwab, S.
Zahidi, 2016), and is also clearly visible in the em-
pirical studies of the Association of Certified Inter-
national Investment Analysts (ACIIA), Colliers In-
ternational, European Investment Monitor.

For example, the empirical review of the European
Investment Monitor for 2018-2020 notes a decrease
in the inflow of foreign direct investment (FDI) to
Europe, which in 2019 amounted to 6,412 projects,
which is 0.9% more than in 2018. However, the
Covid-19 pandemic contributed to the fact that only
4168 of them were implemented on time, a quarter
of 1603 projects were postponed, and a tenth of 614
were canceled. In 2020, instability caused by the
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Fig. 5. Inversion of consumer preferences in economic sectors during Covid-19 (compiled by the authors on the basis of

OECD, 2021)

spread of coronavirus infection led to another reduc-
tion in FDI inflows to Europe by another 13% (EY,
2019, 2020).

Despite the negative dynamics of FDI in 2019-2020,
foreign companies continue to consider Europe as
the most stable region with qualified, highly profes-
sional labor resources. The infographics of the Euro-
pean regions of the leaders in the number of invest-
ment projects in 2019-2020 are presented in (Fig. 3).
It follows from the figure that a fifth of all European
projects involving FDI account for France, which be-
came the leader in terms of investment attractiveness
and activity in 2019. During this period, 1,197 pro-
jects were announced in the region, which is 17%
higher than in 2018. Thus, France has displaced the
United Kingdom, which has had the highest invest-
ment attractiveness in Europe over the past decade.
The change of leading positions is explained by the
dominant impact of several risks caused by the
Fourth Industrial Revolution (+/-), new realities of
the development of future generations (+/-), Brexit
in the UK (- for the UK/+ for France), the reform of
labor legislation and corporate taxation initiated by
Emmanuel Macron in 2017, which was highly ap-
preciated by French and foreign investors (- for the
UK/+ for France) and the Covid-19 pandemic, which
negatively affected investment activity in the world
as a whole, and also contributed to the structural
transformation of international production. Thus, if
in 2016-2017, according to official data from Euro-
stat, financial and insurance activities accounted for
the highest share of both incoming and outgoing FDI
flows of the EU-28 (Eurostat, 2016), in 2019-2020,
projects in the digital technologies and business ser-
vices sectors were the most attractive for foreign in-
vestors (The Global Risks Report, 2021). The com-

bined share of these sectors accounted for a third of
all projects and a quarter of all new jobs. (Fig. 4).
Despite the fact that the risk of Covid-19 is short-
term (The Global Risks Report, 2021), its negative
impact was felt by the whole world. Thus, according
to the Global Risks Report -2021, Covid-19 has con-
tributed to reducing the pace of development of the
world economy, expanding existing differences
within communities and between peoples, thereby
complicating the path to achieving peace and the
Sustainable Development Goals until 2030 (The
Global Risks Report, 2021).

About the impact of the pandemic and the shift in
consumer preference in the sectors of economy said
in expert reviews of the Organisation for Economic
cooperation and Development (OECD), Business
confidence index (BCI), according to which Covid-
19 increasingly negatively affect the tourism sector,
the aviation and shipping, and helped enhance the
development of e-Commerce, digital services, med-
ical services and medical equipment manufacturing
(Fig. 5). Changes in consumer preferences also af-
fected the investment attractiveness of economic
sectors. According to the presented image, there are
more chances for the implementation of investment
projects in those sectors where there is an increase in
consumer demand due to the pandemic. It follows
from the presented analysis that, despite its short-
term nature (The Global Risks Report, 2021), Covid-
19 contributed to a decrease in the investment attrac-
tiveness of some European regions (Great Britain,
Spain, Russia), and the growth of others (France,
Germany). The pandemic has led to a structural
transformation of international production and con-
sumer preferences, thereby ensuring the growth of
capital in some sectors of the economy (medical pro-
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Figure 6. An imaginative model of the formation of investment attractiveness of regions during the Covid-19 pandemic, com-

piled by the authors

duction and services, digital services, e-commerce)
and its reduction in others (tourism, air and sea trans-
portation, the financial sector). In addition, there is
still no clarity about the formation of the investment
attractiveness of the regions after the Covid-19 pan-
demic.

The next strains of Delta, Epsilon, accelerated
growth of investments in technology development,
increased attention to issues of sustainable develop-
ment and the fight against climate change, force in-
vestors to diversify IA. In this regard, some Euro-
pean regions may lose their investment attractive-
ness, while others, on the contrary, increase it due to
the formation of resistance to Covid-19, therefore,
the figurative model of the formation of investment
attractiveness of regions during the Covid-19 pan-
demic will have a different look (Fig. 6).

The feature of the modified model of formation of
investment attractiveness of the regions during the
pandemic Covid-19 is that in addition to the key
risks, there is an additional environment formed by
the risk of Covid-19, which (Fig. 6) indicated by a
circle, and the impact of this environment, formed by
the intersection with other risks, weakening or
strengthening the impact of each thereof.

2.2. Formation of sustainable investment attractive-
ness of regions in the conditions of Covid-19: meth-
odological aspect

The analysis of the scientific and methodological ba-
sis in the context of the investment attractiveness of
the regions allowed us to establish that the process
of forming the investment attractiveness of the re-
gions (IAR) in most cases is based on its assessment,
by calculating ratings or points, on the basis of which
conclusions are made. The most popular methods in-
clude the ratings of Euromoney, Forbes, Fitch,
Moody's, Standard&Poor's, Barda's methods, 2003;
Sivelkina, 2003; Smaglyukova, 2010; Khusnullina,
2009. As arule, the listed methods offer the determi-
nation of the level of IAR through the amount of
profit from investments, through expert assessments,

vertical and horizontal analysis of investments, ap-
proaches are widely used, within the framework of
which an integral, aggregated indicator is derived. It
should be noted that the existing methods are based
on only two approaches. Therefore, these methods
do not fully take into account the regional features of
the formation of 1A and the specifics of the develop-
ment of the region, and they also do not take into ac-
count the risks affecting the level of IAR.

Thus, the investment ratings of the RA Expert agen-
cies, the Agency for Strategic Initiatives, the Na-
tional Rating Agency, Euromoney, Forbes, Fitch,
Moody's, Standard & Poor's do not take into account
such important characteristics of the IAR as the sec-
toral structure of the region's economy, and the real
level of investment activity in the region does not al-
ways correspond to the assigned investment rating,
which indicates its insufficient validity. Since the
presented methods give preference to the scores set
by experts, the results obtained will not be devoid of
a certain degree of subjectivity.

The second approach to assessing the investment at-
tractiveness of regions is based on the use of statisti-
cal scores, not expert ones. This approach is applied
using the reduction of the values of statistical indica-
tors to point indicators with reference to a scale,
which also cannot fully reflect the level of difference
in statistical indicators by region due to the limited
intervals or a previously limited range of point esti-
mates.

In addition, it is established that at this stage of the
development of investment activity, in general, there
is no methodology for forming a stable investment
attractiveness of the regions. All this makes it neces-
sary to develop special scientific and methodological
tools for forming the investment attractiveness of re-
gions in the conditions of Covid-19 on the basis of a
set of relevant principles, methods and tools that en-
sure its calculation.

Scientific and methodological support for the for-
mation of investment attractiveness of regions under
the conditions of Covid-19 is a procedure for diag-
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Table 1. Summary table of indicators of investment attractiveness of regions

Components of 1A

Indicators

Natural and
resource

Area of the territory, thousand km?;
Structure of the territory, thousand km?;
Population density, people per 1 km?;
Cadastral value of land;

Quantity and structure of natural resources

Economic

Gross regional product (in actual prices), billion US dollars;

Volume of products sold, (goods, services), billion US dollars;

Volume of industrial products sold (goods, services), billion US dollars;
Volume of gross agricultural output, billion US dollars;

Retail trade volume, billion US dollars;

Capital investments (in actual prices), billion US dollars;

Foreign economic

Total volume of exports of goods, million US dollars;

Total volume of exports of services, million US dollars;

Total volume of imports of goods, million US dollars;

Total volume of imports of services, million US dollars;

Total volume of direct investments (share capital), million US dollars

Financial

Rate of inflation;

Finance of business entities;
Public finance;

Insurance;

Lending.

Ecological

Amount of industrial emissions into the atmosphere, tons per 1 sq. km;
Amount of fresh water, cubic km per 1000 sg. m.;

Amount of greenhouse gas emissions;

Share of forest cover;

Specific energy intensity of GDP;

Amount of hazardous waste generated.

Production

Net financial result of enterprises before taxation, billion US dollars;
Amount of profit that the enterprises received, billion US dollars;

Number of small enterprises, units;

Number of employed workers at small enterprises, thousand people;
Volume of products (goods, services) sold by small enterprises, US dollars;
Fixed assets, billion US dollars;

Updates of fixed assets, billion US dollars;

Innovative

Number of scientific organizations, units;

Number of issued patents, units;

Number of employees involved in the implementation of scientific research, people;

Expenses for the implementation of research and development, million US dollars;

Expenditures on innovations of industrial enterprises, million US dollars;

Volume of innovative products (goods, services) sold by industrial enterprises, million US dollars.

Labor

Number of permanent population, thousand people;

Number of economically active population, thousand people;
Number of the employed population, thousand people;

Population of the pre-working age (0-15 years), thousand people;
Population of working age (16-59 years), thousand people;

Number of employed people with higher education, thousand people;
Number of employees per 1000 workforce, thousand people.

Infrastructural

Number of localities, from;

Volume of cargo transported by road, million tons;
Operational length of railway tracks, thousand km;

Length of public roads, thousand km;

Number of mobile communication subscribers, thousand units;
Number of Internet subscribers, thousand units.

Consumer

Volume and structure of consumption;
Market demand,;

Real monetary income of the population;
Real wages.

Social

Housing security, ™. per 1 resident;

Density of paved roads and public railway tracks, km per 1000 sq. km;

Number of teachers and doctors per 1000 population, people;

Number of stadiums with a capacity of more than 1500 people and flat sports facilities, pcs. per 1000 popu-
lation.

Institutional

Structure of the legal system and the investment management system
Quality of the institutional system

Index of liberalization

Corruption Perceptions Index

Note: the table does not contain an exhaustive number of indicators, but only the most commonly used ones when calculating the
investment attractiveness of regions
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nosing the investment potential of the region and in-
vestment risks (one of which is dominant in the short
term, and determines the strengthening or weakening
of the impact of others) that arise both at the state
level and in each individual region, as well as the in-
terpretation of the results based on a comparison of
the data obtained (compiled by the author).

The authors understand the stable investment attrac-
tiveness of the regions as a set of investment poten-
tial (conditions and opportunities), focused on meet-
ing the needs of future generations, and risks affect-
ing the volume of attracted capital.

The basis of the author's methodology for forming
the investment attractiveness of regions under the
conditions of Covid-19 is based on the adapted de-
velopment of N. Klimova 2003, which identified
three dominant components of investment potential:
resource (production + labor + financial resources),
infrastructure and institutional ones, believing that
they most systematically and fully reflect the com-
ponents of social production, the subsystem of which
is the investment sphere. However, taking into ac-
count the fact that modern trends have shifted to-
wards qualitative indicators, in addition to the com-
ponents of investment potential, the author's meth-
odology identifies three dominates of sustainable de-
velopment: economic, environmental, social and the
dominant risk of Covid-19. Based on this, the proce-
dure for assessing investment attractiveness be-
comes very cumbersome, since in each block (in-
vestment potential, investment risks, dominant risk
of Covid-19, sustainable development, etc.) there is
a certain set of indicators that are repeated in differ-
ent blocks and make it difficult to deduce the total
result (Table 1).

As follows from Table 1, the number of indicators is
diverse and some of them are duplicated. Therefore,
their systematization was carried out, as a result of
which it was concluded that when developing a
methodology for forming a sustainable investment
attractiveness of regions under the conditions of
Covid-19, it is advisable to be guided by an infra-
structure approach.

The authors' understanding of infrastructure is re-
duced to the definition of the Austrian economist of
Polish origin, Rosenstein-Rodan, who proposed to
define it as a set of conditions that ensure the favor-
able development of entrepreneurship in the main
sectors of the economy and meet the needs of the en-
tire population (Rosenstein-Rodan P.N., 1969).
Thus, the infrastructure approach can be considered
as a set of management bodies and institutions that
support the main market processes both in an organ-
izational and material way, as well as the economic
and financial activities of market structures. The in-
frastructure approach allows us to organize a large
array of indicators without duplicating them, to de-
termine the degree of investment attractiveness of re-
gions, to form reasonable conclusions about the in-
vestment prospects for the development of regions.

The adherents of the infrastructure approach also in-
clude N. Vasilchuk, E. Kuzmenko (2015); O. Vasy-
liev (2007); A. Hryshchenko, V. Soboliev (1998); A.
Kuznetsova (2013). In particular, in the studies of N.
Vasilchuk, E. Kuzmenko the authors distinguish pro-
duction, non-production, market and institutional in-
frastructure (Vasilchuk, Kuzmenko, 2015). This idea
is used when dividing the investment potential into
groups, in order to avoid duplication of indicators,
and simultaneously display the components of sus-
tainable development and sustainable investment at-
tractiveness in a comprehensive manner.

The higher the level of infrastructure development in
the region, the more attractive it is for investors. In-
vestment attractiveness provides new jobs and cash
receipts in the form of taxes to the regional budget.
Consequently, there is a steady improvement in the
quality of life, which is the main indicator of the eco-
nomic growth of the region and it ensures the imple-
mentation of the sustainable development goals. The
procedure for forming a stable investment attractive-
ness of regions under the conditions of Covid-19
consists of the following blocks (Fig. 7).

As already noted, the procedure for forming a stable
investment attractiveness of regions under the con-
ditions of Covid-19 involves the diagnosis of key
blocks according to various indicators. Generaliza-
tion of research in the field of diagnostics made by
V. Vasylenko, D. Vasilenko (2013), I. Blank (2004),
E. Boichenko (2012), A. Barannikov (1999), B. Kol-
las (1997), E. Korotkova (2006), O. Hetman, V.
Shapoval (2007), allowed us to come to the conclu-
sion that its essence is determined through a triad of
approaches, namely: 1) as a component of manage-
ment activity (at the micro level — an enterprise, or-
ganization, institution; at the macro level — a state,
region, industry), designed to control, in order to es-
tablish deviations in the development of an object
from normative indicators and respond to them at the
development stage; 2) as the ability to recognize the
state of an object based on analysis in order to form
reasonable conclusions about the identified trends,
problems and causes that cause a negative develop-
ment trend; 3) as scientific and methodological sup-
port, the use of which allows identifying, describing
and determining problems in the processes of analy-
sis, synthesis and evaluation.

Based on the above, the diagnosis of the formation
of sustainable investment attractiveness of regions
under the conditions of Covid-19 is understood by
the authors as a complex of scientific, methodologi-
cal and applied research aimed at identifying, de-
scribing and determining problems associated with
changing conditions and opportunities for the devel-
opment of individual elements of investment activity
in this territory.

The basis for diagnosing the formation of sustainable
investment attractiveness of regions under the con-
ditions of Covid-19 is an infrastructure approach and
a matrix method (Fig. 8),
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where, KIR — key investment risks,

DIR — dominant investment risk.

This made it possible to systematize indicators for all
blocks (diagnostics of the investment potential of the
region, the dominant risk of Covid-19 and key in-
vestment risks) in order to avoid their duplication, as
well as to clearly interpret the result.

The production component of the investment poten-
tial of the region reflects the main trends in the de-
velopment of production activities in the region and

the opportunities associated with this activity. It is
determined by the depreciation of fixed assets, roads
and railways, the specific weight of paved roads and
public railways, the share of unprofitable enterprises,
the amount of damage resulting from the impact of
Covid, etc.

The non-production component of the investment
potential of the region includes social and manage-
ment components and is determined on the basis of
the following indicators: number of employed per
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Figure 8. Matrix of aggregation of variables of sustainable investment attractiveness of regions under the conditions of Covid-

19, compiled by the authors on the basis of Lagler (2021)

1000 workforce, proportion of the population with
monetary incomes below the subsistence minimum,
housing security per 1 inhabitant, area of emergency
housing stock, number of teachers and doctors per
1000 population, etc. The management component
in this case is determined through such characteris-
tics as: insufficient volume of attracting investments
for further economic development (the ratio of direct
investment in GRP), errors in the development and
management of regional budget programs; the ina-
bility of regional authorities to provide or partially
limit the population with the necessary level of social
services, as well as the level of corruption in public
administration.

The market component of the investment potential
of the region combines organizational, technical, fi-
nancial, credit and research components, each of
which performs certain functions (N. Vasilchuk, E.
Kuzmenko, 2015) and has its own set of indicators.
Thus, the function of the organizational and tech-
nical component is to coordinate the relationship be-
tween the market and society. The system of indica-
tors of the market component, in turn, is divided into
several groups. Taking into account the fact that this
study is devoted to the formation of the investment
attractiveness of the regions, the main indicators of
the organizational and technical component include
the provision of enterprises with raw products, ma-
terials, equipment and other goods and services and
the organization of sales of manufactured products
through various channels of the sphere of circulation,
the number of enterprises engaged in the sale and
storage of goods and their distribution by types and

kinds thereof, the size of trading enterprises, as well
as throughput.

The main function of the financial and credit compo-
nent is the accumulation of temporarily free mone-
tary resources and their redistribution through lend-
ing. Based on this, it is advisable to present such in-
dicators as the return on capital of enterprises in the
basic sectors of the economy, the number of loans
issued by banks by type of activity, the increase in
assets of credit institutions, the volume of Pl by eco-
nomic sectors, and in the regional context.

The research component provides consulting ser-
vices to entrepreneurs, investors, training of special-
ists in the investment field (conducting trainings,
seminars, courses, etc.), research of market condi-
tions and its dynamics, forecasting the state of mar-
kets, etc. The research component of the market
component is characterized by such indicators as ca-
pacity, market saturation, production, import, export
volumes, the number of specialists in the investment
sphere, the number of types of educational activities
and programs, the number of internationally accred-
ited programs, expertise, etc.

In this case, the institutional component of the in-
vestment potential of the region is considered as a
specific system of generally accepted, legally and
traditionally established regulations, rules and re-
strictions, the organization, formation, regulation
and use of which ensures the functioning of the mar-
ket system in order to form a stable investment at-
tractiveness of the regions under the conditions of
Covid-19.
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Table 2. Typology of trends in sustainable investment attractiveness of regions in the context of Covid-19, compiled by the

authors based on Boichenko, Vasilchuk (2017)

Characteristics

Conclusions

Negative trend

It indicates the presence of a problematic situation in the
epidemiological situation, which negatively affects the
formation of a stable investment attractiveness of the re-
gions under the conditions of Covid-19.

The number of sick people is increasing; the number of those
who have recovered is decreasing, as well as mortality is in-
creasing.

Zero trend

It gives an idea of the situation in which the dynamics of
the main indicators characterizing the epidemiological sit-
uation did not change during the study period in practice.

There are no changes in the number of cases, recovered and
deaths from Covid-19 during the study period.

Positive trend

It indicates the presence of positive phenomena and pro-
cesses in the epidemiological situation, which favorably
affects the formation of a stable investment attractiveness
of regions under the conditions of Covid-19.

The number of cases is decreasing (or there are no new cases);
the number of recovered patients is increasing, mortality is de-
creasing (or there are no new cases).

Production, non-production, market and institutional
components are formed under the influence of key
investment risks (KIR), which include: economic,
environmental, social and political risks, and the
dominant investment risk of Covid-19 (DIR).

The risks, as well as the indicators of the investment
attractiveness of the regions, were systematized,
since there is a wide variety of classifications and
types of risks in the modern scientific literature. In
this study, the risks are divided into two groups: key
and dominant ones. Under key investment risks, the
authors understand those risks that are most depend-
ent on external factors and that are most difficult to
manage. The division of risks into two groups,
among other things, is due to the concept of sustain-
able development, under the influence of which so-
cio-economic processes are formed in the modern
world (including the formation of the investment at-
tractiveness of the region).

Diagnostics of economic risks in the context of sus-
tainable development is based on the theory of max-
imum total income, which can be achieved through
the optimal use of limited resources, saving technol-
ogies and cost reduction. The indicator of sustaina-
bility in this case is the independence of the region,
which is ensured by the formation of a stable invest-
ment attractiveness.

Diagnostics of environmental risks implies that in-
vestment activities and processes associated with it
should not violate the integrity of natural systems
(natural systems should also be understood as the en-
vironment created by men, for example, cities). En-
vironmental risks arise due to environmental pollu-
tion, man-made disasters caused by technical and
technological features of human production and eco-
nomic activity, as well as due to the accumulation of
a large amount of industrial and household waste;
emissions into the atmosphere, the use of mineral
fertilizers and plant protection products in agricul-
ture, etc. Environmental pollution leads to a decrease
in the ability of natural systems to renew, which is
an obstacle to sustainable development. Therefore,
the main purpose of diagnosing environmental risks

is to form a sustainable investment attractiveness of
regions based on the principles of regional sustaina-
ble development (see Fig. 1).

Diagnostics of social risks involves the identification
(prevention) of destructive conflicts in society
caused by investment processes and violating the
stability of social and cultural systems. An indicator
of sustainability in this case is an effective and fair
decision-making system, a fair distribution of invest-
ment potential and investment benefits.

The diagnostics of political risks is aimed at ensuring
consistency between the components of sustainable
development; the investment attractiveness of the re-
gion; the components of sustainable development
and investment attractiveness, as well as ensuring
their integration from the fundamental to the applied
plane. Political risks arise due to corruption, the lack
of flexible legislative support for investment activi-
ties; the absence or imperfect territorial legislation
coordinating privileged investment conditions that
lead to social aggression (protests, strikes), military
actions (revolution, external aggression). An indica-
tor of sustainability in this case is an effective regu-
latory framework.

Diagnostics of the dominant risk of Covid-19 in-
volves determining the strength of its impact by pe-
riods (establishing a trend for a month, quarter, half-
year, year). It is worth noting that the dominant risk
is the risk that has caused a significant undesirable
impact on all spheres of life in a short period of time
and has caused significant changes in the present and
future periods. As indicators on the basis of which
trends are formed (Table 2) it is proposed to use the
population of the region, the number of cases of
Covid-19, the number of recovered after Covid-19,
the mortality from Covid-19.

Diagnostics of investment potential and investment
risks is based on the collection and interpretation of
data, using an integrated approach that includes such
methods (Table 2).

Thus, the diagnostics of the sustainable investment
attractiveness of regions under the conditions of
Covid-19 allows us to form a comprehensive system
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Table 3. Methods of diagnostics of stable investment attractiveness of regions under the conditions of Covid-19, compiled by

the authors on the basis of Sheremet (2014)

Method Characteristics Result
Wlth_ the help of analysis, we establ_lsh the reality behind the The division of the total set of investment
totality of phenomena. The analysis allows us to reveal the . : .
. : - processes associated with the formation of
. essence of investment processes in the region, to understand . . .
Analysis - . . the investment attractiveness of the region
the existing relations between investors, entrepreneurs, the . h
) L . and the formation of conclusions for each
state, intermediaries, etc., to find out the reasons for the emer- component searatel
gence of these relations and the trends of their development. P P Y.
Using the synthesis, we cgmbme the prewou_sly §elected parts Combining the data obtained as a result of
of the investment attractiveness of the region into a single : L
. : - the analysis. Justification of the strength (de-
. whole. The synthesis allows us to determine how (with what . . S
Synthesis . S - - | gree) of intensity and direction (tendency) of
force) the investment potential, investment risks, and domi- !
. ; : - the influence of some processes and phe-
nant risk affect the formation of the investment attractiveness
- nomena on others.
of the region.
With the help of induction, we obtain general judgments,
which are empirical and theoretical laws, hypotheses, general- . . .
. o . Building a general conclusion based on pri-
Induction | izations. For example, we substantiate the dependence of the )
. . - vate conclusions
environmental and social components of sustainable develop-
ment on the investment attractiveness of the region.
It is the opposite of induction and represents a transition from
the general to the particular. For example, based on the study | Construction of the further course of empir-
Deduction | of the investment attractiveness of the region, its impact on the | ical research (new inductive generaliza-
amount of emissions into the atmosphere, the number of jobs | tions).
and the level of income of the population, etc. is determined.
Using analogy, we draw conclusions by comparing different
regions with each other, identifying similar features, and by
comparing them we come to a specific conclusion. For exam- | Forming conclusions about one object based
Analogy o - : . a : ]
ple, the generalization of the experience of forming the invest- | on drawing an analogy with other objects.
ment attractiveness of Asian countries in order to implement it
in European regions.
Conclusions by analogy, understood very broadly as the trans-
fer of information about some objects to others, constitute the
. epistemological basis of modeling, which involves the study | Formation of conclusions based on the con-
Modelling - - - ; -
of investment attractiveness by creating and researching a | struction of the model.
copy (model) that replaces the original from certain sides of
cognition.
With the help of forecasting, we obtain qualitative and quanti- | Drawing conclusions about the prospects for
Forecast- | tative characteristics of investment potential and investment | the formation of a sustainable investment
ing risks. policy in the region.

for monitoring changes and determine sustainable
investment priorities, which are further reflected in
the strategy for implementing regional investment
policy. Further, it is necessary to conduct a practical
testing of the strategy in order to identify deviations
based on monitoring. If a negative trend is deter-
mined, a repeated diagnosis is carried out, on the ba-
sis of which the reasons that negatively affect the
formation of investment attractiveness are estab-
lished.

3. Conclusion

In the article, based on the results of the conducted
research, the theoretical and methodological founda-
tions for the formation of sustainable investment at-
tractiveness of regions under the conditions of
Covid-19 are formed.

Based on the generalization of scientific points of
view, it is established that investment attractiveness
determines the vectors of investment movement and
consists of investment potential and investment

risks. The formation of the investment attractiveness
of regions is carried out under the influence of vari-
ous groups of risks, the set of which changes over
time, just as the strength of their influence either in-
creases or decreases. 2019 has shown that a period is
coming when one risk (Covid-19) completely prede-
termines the behavior of other risks and, in general,
further socio-economic development. In this regard,
there is a need to introduce such a term as sustainable
investment attractiveness. It is proposed to under-
stand the stable investment attractiveness of the re-
gions as a set of investment potential (conditions and
opportunities), focused on meeting the needs of fu-
ture generations and risks affecting the volume of at-
tracted capital.

Based on an analytical review of investment flows in
European regions before and during Covid-19, it is
proved that the pandemic has changed and continues
to change many characteristics of the economy and
society. It is proved that together with the onset of
the Fourth Industrial Revolution and the transition to
the digital era, as well as taking into account com-
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pletely new realities of the development of future
generations, which are regulated by the concept of
sustainable development, the formation of invest-
ment attractiveness is also taking place in a funda-
mentally different way. In this regard, there is a need
to develop organizational and methodological sup-
port for the formation of sustainable investment at-
tractiveness of regions under the conditions of
Covid-19. A figurative model of the formation of the
investment attractiveness of regions during the
Covid-19 pandemic is proposed, which, unlike the
existing ones, in addition to the key risks, contains
an additional environment formed by Covid-19.
Based on the analysis of the scientific and methodo-
logical basis in the context of the investment attrac-
tiveness of the regions, it is established that the pro-
cess of its formation in most cases is based on an as-
sessment, by calculating ratings or points, on the ba-
sis of which conclusions are made. It is proved that
the existing approaches do not fully take into account
the regional features of the formation of investment
attractiveness, the specifics of their development, do
not focus on risks, and the results obtained are de-
void of a certain degree of objectivity. This led to the
development of a clear procedure for the formation
of a stable investment attractiveness of regions under
the conditions of Covid-19, which, unlike the exist-
ing ones, allows us to form a comprehensive system
for monitoring changes and determine sustainable
investment priorities.
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