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ABSTRACT

The study aims to analyze key aspects of the new emerging investment policy, which sets the priority for
private investment protection and promotion. The relevance of the study is due to the search for new, non-
budget, funding sources for implementing large-scale national tasks and large infrastructure projects. Attracting
private capital within changing global investment becomes an important task for national governments, and
therefore requires a departure from investment protectionism to investment protection and promotion. Due to
the methods of theoretical (analysis, synthesis, generalization, historical method) and empirical (comparison,
measurement) research, the authors managed to reveal the main economic determinants and components of
the national investment climate that contribute to attracting foreign capital; to systematize the key measures
of investment policy; to identify trends in the dynamics of global flows of foreign direct investment. As a result,
the authors established key principles and criteria for the new investment policy of sustainable development, as
well as identified contemporary models of the new investment policy. These include a model for stimulating the
development of individual priority economic activities; a model for improving the technological level of national
industries; a model for creating new integrated meta-industries. The authors focus on reforming the investment
regime in the Russian Federation. The new legislation provides for the possibility to conclude an investment
protection and promotion agreement with private investors based on “a stabilization clause”. Thus, investors
implementing large-scale investment projects will be subject to new rules that will establish the conditions at
the time of the agreement, in particular, tax and customs policies. According to the authors, such agreements will
improve the quality of the investment climate in the Russian Federation.
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INTRODUCTION
National investment policies are key for at-
tracting foreign direct investment (hereinaf-
ter referred to as FDI). Those policies have to
be seen in the broader context of the deter-
minants of FDI, among which economic fac-
tors predominate (Fig. 1).

On the one hand, national FDI policies
seek to stimulate the country’s economic de-
velopment, and on the other, to preserve its
economic independence. To achieve the first
goal is possible by increasing the share of
foreign participation in the authorized capi-
tal of organizations. The second goal is to
ensure control over investor organizations by
national governments.

In recent years, theoretical problems of
investment policy have had wide coverage
in foreign and domestic scientific and ana-
lytical literature. Set out in section “Fight-
ing Protectionism and Promoting Trade and
Investment” of the Seoul Summit Document!
(11.12.2010), where the participating states
asked the WTO, OECD, and UNCTAD to con-
tinue monitoring the situation and to report
publicly on a semi-annual basis, the request
encouraged the large-scale research.

According to leading analysts, the main
problem of investment policy is to achieve
the best ratio of liberalization and protec-
tionism, i.e. the balance between the facilita-

1 The Seoul Summit Document. Seoul, November 12, 2010.
URL: https://www.oecd.org/g20/summits/seoul /Seoul-Sum-
mit-Document.pdf (accessed on 05.04.2020).
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tion and promotion of foreign investment on
the one hand and the measures of restriction,
prevention and deterrence on the other [1, 2].

Researchers note that international in-
vestment policy is constantly changing. The
annual number of new bilateral investment
treaties keeps declining, while regional in-
vestment policies are strengthened. In recent
years, numerous ideas have appeared on im-
proving the framework for the settlement of
investment disputes between investors and
the state, but, unfortunately, only a few of
them were implemented.

The literature systematizes the main in-
vestment policy measures?, including:

1. FDI-specific measures. Exclusive for
foreign investors; include conditions for in-
vesting, restrictions on the participation of
foreign investor national firms in the author-
ized capital, rules for controlling FDI place-
ment, measures to support foreign investors
[3].

2. General investment measures. Applica-
ble to both local and foreign investors. May
be expressed in restriction of private prop-
erty, rules for issuing licenses to new enter-
prises, privatization plan, etc. [4].

3. Systemic measures affecting the busi-
ness climate in the country. Have an indi-
rect effect on the investment process. Affect

? Investment Policy Monitor. Issue No 20. December 2018.
UNCTAD. URL: https://unctad.org/en /PublicationsLibrary/di-
aepcb2018d5_en.pdf (accessed on 05.04.2020).
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changes in civil, tax, labor, antitrust and en-
vironmental laws [5].

Depending on the policy area to which
they relate, investment measures, except sys-
temic, are in turn divided into the following
types: attraction and placement, business
operations and exploitation, as well as as-
sistance and facilitation [6]. In addition, we
can identify measures that have a positive
and negative impact on investors. The former
involves creating a favorable investment cli-
mate, for example, through liberalization or
the provision of incentives. The latter have
the opposite effect; they are directly aimed
at administratively restricting FDI inflow and
limiting repatriation of earnings [7].

Despite the fact that international politi-
cal forums, state institutions, and the expert
community at the highest level often refer to
the concept of investment protectionism, its
generally accepted definition has not been
developed yet. In a broad sense, this term
covers a country’s actions that directly or
indirectly impede the attraction of foreign
investment without an official regulatory
framework. At the same time, different sci-
entific schools interpret the nature of invest-
ment protectionism in different ways. Some
authors include in investment protectionist
measures only measures that apply to foreign
investors, which put the latter in an unequal
position for national investors and which
force them to abandon the implementation
of planned investment projects in the coun-
try [8]. Other authors believe that protection-
ist measures should also include measures
against domestic companies that impede the
conduct of investment and operating activi-
ties abroad [9, p. 28]. In this context, it is pri-
marily a question of legislative regulation of
investments, but does not exclude the use of
political instruments.

A big scientific discussion raises the ques-
tion of whether the green economy can gen-
erate a side effect in the form of increased
investment protectionism?3.

5 Harnessing Freedom of Investment for Green Growth. 2011.
OECD. URL: https://www.oecd.org/daf/inv/ internationalin-
vestmentagreements/47721398.pdf (accessed on 05.04.2020).
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Obviously, costs of environmental pro-
tection can hamper FDI [10]. Increasing de-
mands for emission limits and energy ef-
ficiency measures may encourage investors
to stop investing. Environmental factors can
also indirectly affect FDI flows. For example,
importing countries may impose restrictions
on the import of goods produced using non-
environmentally friendly technologies. Simi-
lar problems are typical of the public pro-
curement sector.

Some authors — and there are many — are
skeptical about criticism of investment pro-
tectionism. They believe that the measures
to achieve the legitimate goals of state policy
may well be motivated by political considera-
tions, the need to ensure national security,
protect the health of citizens, and preserve
the country’s economic sovereignty [11]. It
is important to achieve the balance of in-
vestment, social, environmental and trade
policies, as well as to identify restrictive
measures that pursue discriminatory goals.
Despite this, for most researchers and invest-
ment politicians, the term “protectionism”
has a negative connotation and is unambigu-
ously associated with a “toxic” effect on the
dynamics and volumes of investment flows.

Today, changes in the global investment
landscape, showing a prolonged recession, an
increasing role of governments in the economy
and a growing need to stimulate international
investment, are creating new phenomena in
investment policy: a shift away from invest-
ment protectionism towards protecting and
promoting investment*.

FOREIGN DIRECT
INVESTMENT TRENDS
According to the World Investment Report
2019, projections for global FDI show only a
modest recovery of 10 per cent to about $1.5
trillion, below the average over the past 10
years. The underlying FDI trend remains weak.

4 Investment Policy Monitor. Special Issue — National Se-
curity-related Screening Mechanisms for Foreign Invest-
ment. December 2019. UNCTAD. URL: https://unctad.org/en/
PublicationsLibrary/diaepcbinf2019d7_en.pdf (accessed on
05.04.2020).
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FDI net of one-off factors such as tax reforms,
megadeals and volatile financial flows has av-
eraged only 1% growth per year for a decade,
compared with 8% in 2000-2007, and more
than 20% before 2000. Explanations include
declining rates of return on FDI, increasingly
asset-light forms of investment and a less fa-
vourable investment policy climate.

Global FDI flows continued their slide in
2018, falling by 13% to $1.3 trillion (Fig. 2, 3).

FDI flows to developed economies reached
the lowest point since 2004, declining by 27%
— to $557 billion. FDI inflows declined due to
large-scale repatriations of accumulated for-
eign earnings by United States multinational
enterprises (MNEs), following tax reforms in-
troduced in the country.

FDI inflows to developing countries re-
mained stable, rising by 2% — to $706 billion.
As a result of the increase and the anoma-
lous fall in FDI in developed countries, the
share of developing countries in global FDI
increased to 54%, a record.

FDI flows to economies in transition con-
tinued their downward trend in 2018, de-
clining to $34 billion, driven by a 49% drop
in flows to the Russian Federation (from $26
no $13 billion). The wary attitude of inves-
tors towards Russia was due to the geopo-
litical situation, weak GDP growth, as well as
the policy of de-offshoring [12]. The decline
in FDI inflows affected other countries in this
economic group: Azerbaijan, Kazakhstan and
Ukraine.

FDI outflows from economies in transition
reached $38 billion. As in previous years, the
Russian Federation accounted for the bulk of
outward FDI ($36 billion, or 95%). The coun-
try’s outflows rose by 7%, and was driven
mainly by reinvested earnings in projects and
the extension of intracompany loans to es-
tablished affiliates. Equity investment in new
ventures and foreign acquisitions declined by
almost half, reflecting the caution about for-
eign expansion.

The value of announced new projects rose
by 41% to $961 billion from their low 2017
levels. In 2018, the value of projects in the
Asian region has almost doubled.

During the last five years 5,300 R&D projects
were announced, representing about 6% of all
investment projects, and up from 4,000 in the
previous five years. Developing and transi-
tion economies capture 45% of all innovation-
related FDI.

TRENDS IN INVESTMENT

POLICY DEVELOPMENTS
Under conditions of economic uncertainty, ag-
gravating trade conflicts and stagnation of
commodity markets, policy measures of many
countries show a more critical stance towards
investment instruments as reliable means of
growth and development of national economies.

In 2018, 55 economies introduced at least
112 measures affecting foreign investment.
65% of the measures were aimed at liberali-
zation, promotion and facilitation of new in-
vestments. 35% introduced new restrictions
or regulations relevant to FDI — the highest
number since 2003.

Steps toward liberalization were made
in various industries, including agricul-
ture, media, logistics, mining, energy, retail
trade, finance, transportation, infrastructure
and internet business. Two-thirds of these
measures were in developing countries in
the Asian region. Some countries have taken
measures to privatize public companies. The
trend towards simplifying or streamlining
administrative procedures for foreign invest-
ment continued, for example, by canceling
the requirements for obtaining licenses or
creating online portals for submitting appli-
cations. Also, several countries provided new
fiscal incentives for investment in specific in-
dustries or regions.

Strengthening government regulation is
most pronounced in respect of foreign in-
vestment in strategic industries and critical
infrastructure. Here the trend is ambiguous:
with a general policy of favoring the attrac-
tion of foreign property, in some developed
countries access procedures have been tight-
ened as a result of the introduction of new
requirements for investors or verification
procedures for the implementation of invest-
ment projects.

122
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In recent years, two trends have been com-
peting with varying success: liberalization of
investment regimes as a factor of technologi-
cal modernization, on the one hand, and re-
strictions on foreign investment in order to
support national industry, on the other. State
policy manipulates the appropriate instru-
ments very subtly to solve the tasks. It must
be recognized that the liberalization process

aimed at achieving the sustainable develop-
ment goals is accompanied by the creation of
an appropriate regulatory and institutional
framework [13].

In a broad sense, the new investment poli-
cy has the following goals:

« harmonization with the goals of the
national industrial policy to build a unified
development strategy. It implies, first, the

FINANCETP.FA.RU ®
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identification of key areas of investment in
terms of both domestic economic needs and
the tasks of increasing the country’s interna-
tional competitiveness; second, setting in-
vestment priorities while maintaining high
economic growth rates and at the same time
ensuring the inclusive and socially equitable
development of society;

« maximum investor commitment to the
principles and values of corporate social re-
sponsibility. Whenever possible, economic,
social, environmental, cultural, intergenera-
tional and other “costs” and losses associated
with production investments should be mini-
mized;

. ensuring the effectiveness of the policy
in its development, implementation, and in-
stitutional environment.

Key principles of the new investment pol-
icy determine its development criteria (Ta-
ble 1, Fig. 4).

Modern models of the new investment pol-
icy, emerging in the new industrial revolution,
include:

« stimulating development of certain
types of economic activity (significance of
a particular type of activity depends on the
strategic priorities of national and regional
policies);

. raising the technological level of nation-
al industries in order to advance the country
to higher links in global value chains [14];

. creating new integrated meta-industries
amidst the achievements of the new indus-
trial revolution [15, 16].

All these models provide for employing
various instruments — separate tax incen-
tives, a set of support measures within special
economic zones, measures to promote and fa-
cilitate investment activities, and investment
control mechanisms. The three models of in-
vestment policy use the same type of invest-
ment instruments, but with different focuses
and scales.

Tax incentives are the most frequently
used instrument under the new investment
policy. The provision of tax incentives is al-
ways associated with shortfalls in the public
budget, which are not always covered by tax

payments from investment projects. There-
fore, increasing the efficiency of providing
incentives as levers of industrial and invest-
ment development is of particular impor-
tance. About 60% of incentive programs in
the manufacturing sector are currently aimed
at supporting specific types of economic ac-
tivities, such as R&D.

Requirements for investors’ performance
indicators (conditions for providing incen-
tives) and their investment projects are also
widely used to maximize the contribution of
MNEs to industrial development. These re-
quirements became a frequent practice in the
development of special economic zones [17,
18].

The process of creating new special eco-
nomic zones and their diversification is on-
going. In most countries, the transition from
simple export processing zones to industrial
free trade areas has already finished. High-
tech zones and industrial parks are becoming
a key instrument of investment policy based
on the achievements of the new industrial
revolution.

Due to modern investment policies, many
investment activity regulations (permits, reg-
istrations, approvals, notifications, etc.) have
been greatly simplified. From once lengthy
bureaucratic procedures, they are now turn-
ing into instruments for quick targeted for-
mation of powerful nodes and centers of
modern production, building global produc-
tion networks, especially in industrially ad-
vanced developing economies.

Targeted investment promotion remains
the core of investment strategies: about
60% of national investment attraction agen-
cies, identifying priority economic activities
for their promotion, proceed from indus-
trial policy directions, and 75% implement
investment attraction projects in high-tech
sectors that they consider to be the most
promising.

For investment policy adapted to the new
realities of industrial development and aimed
to promote private investment in every way,
the design criteria should be applied to its
key elements (Fig. 4).

@ FINANCE: THEORY AND PRACTICE 4 Vol. 24, No.3°2020
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Table 1

Key principles of the new investment policy of sustainable development

Region

Key principles

Sustainable investing

Sustainable investing is the key goal of investment policy

Policy coherence

Harmonization of investment policies within the country: with a strategy for socio-
economic development and outside with the global investment community

Public administration and
institutions

Investment policy is based on the rule of law, protection of property rights, an
independent court, transparency and efficiency of power

Dynamism in policymaking

Flexibility, adaptability, monitoring and necessary adjustment of tasks and instruments
of investment policy

Balance between
rights and obligations

Equal rights and obligations of the parties of the agreements; full responsibility of
investors and the state for performing their duties

Right to
regulation

The state has the right to regulate the rules and standards for foreign investors,
considering international obligations and public safety, without prejudice to the
legitimate interests of bona fide investors

Openness to
investment

Transparency, stability, predictability and free access to relevant information are the
main features of a favourable investment climate

Investment protection
and investment
regime

Legislative guarantees for maintaining a non-discriminatory investment regime;
protection of investments from illegal actions of business entities and authorities at
various levels

Investment promotion

Support, stimulation, promotion of investments in the context of sustainable inclusive
development goals; eliminating the risk of unfair, discriminatory and destructive
competition

Corporate
management and
responsibility

Standards and values of corporate social responsibility incorporated into investment
policy

International
cooperation

Countermeasures to investment protectionism; supporting an economic strategy for
strong, sustainable, balanced growth

Source: according to the World Investment Report 2012. UNCTAD. URL: https://unctad.org/en/ PublicationsLibrary/wir2012_embar-

goed_en.pdf (accessed on 02.04.2020).
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[ndustrial policy design

o Core FDI policies Investment-related policies
criteria
~ — FDI entry rules and B .
Openness ownership restrictions Trade policy
_ S — Investment promotion and B :
Sustainability facilitation Tax policy
- NIR readiness — Incentives — Intellectual property policies
- Inclusiveness — SEZs — Competition policies
- Coherence ~ Investor performance — Labour market regulation
requirements
_ Flexibilit — Infrastructure and PPP
y — Promotion of linkages and framework
_ Effectiveness spillovers — Environmental policy

— Treatment and protection of
investments

— Corporate responsibility
— Macro- and socioeconomic
policy framework

Fig. 4. Investment policy framework for sustainable development
Source: according to the World Investment Report 2018. UNCTAD. URL: https://unctad.org/en/ PublicationsLibrary/wir2018_en.pdf

(accessed on 02.04.2020).

INVESTMENT POLICY
FRAMEWORK
IN THE RUSSIAN FEDERATION

The Russian Federation currently takes active
measures to reform the investment regime
in the framework of a new industrial policy.
For the first time, investment promotion is a
priority in developing investment policy in-
struments in the Russian Federation. Table 2
presents the main stages in the development
of investment legislation in Russia.

The investment legislation evolution of
Russia reflected the development of state ap-
proaches and state investment policy from
the initial steps to legalize and make invest-
ments (there was no private investment in
the USSR) to various instruments, forms, in-
stitutional nuances of modern investment ac-
tivity. The new investment policy framework
is laid in Federal Law of April 1, 2020 “On the
Protection and Promotion of Investments in

126

the Russian Federation” (hereinafter Federal
Law of April 1, 2020 No. 69).

Federal Law of April 1, 2020 No. 69 is
aimed at creating the most favorable condi-
tions for attracting investment in Russia. The
Law provides for concluding agreements, on
a competitive basis, to protect and promote
investments (hereinafter the “APPI”). Parties
to the APPI may be the Russian Federation, a
constituent entity of the Russian Federation
or a municipality and a Russian legal entity,
provided that it implements a new invest-
ment project. A new investment project com-
plies with one of the following conditions:

« the organization implementing the project
decided to approve the budget for capital costs®
before Federal Law of April 1, 2020 No. 69 took
effect, but not earlier than May 7, 2018, and sub-

5 Excluding the budget for the costs associated with the design
estimates, the design and survey and exploration works.

@ FINANCE: THEORY AND PRACTICE 4 Vol. 24, No.3°2020
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Table 2
Development of investment legislation in Russia
Stage Regulatory framework Features
Resolution of the Council of Ministers of the USSR of
January 13,1987 No. 48 “On the Procedure for Creat- Creating joint ventures on the territory of the USSR with the
ing Joint Ventures, International Associations and participation of Soviet organizations and firms of capitalist and
Organizations of the USSR and Other CMEA Member | developing countries is allowed
Countries”
Mid 1980s
Resolution of the Council of Ministers of the USSR of
December 2, 1988 No. 1405 “On the Further Develop-
ment of the Foreign Economic Activity of State, Coop- | Restrictions on investments by foreign enterprises are removed
erative and Other Public Enterprises, Associations and
Organizations”
The concept and status of participants in the investment process
is defi
Fundamentals of Law on Investment Activity in the 1Ifhdeea nrictjement is provided as a fundamental document in rela-
USSR. of December 10,1990 (No. 1820-1, adopted by | .. - -2 providec ;
. tions between subjects of investment operations
the Supreme Council of the USSR) . . .
The need to respect the rights and interests of investors has been
proclaimed
Fundamentals of Law on Investment Activity in the - . .
USSR.of July 5,1991 (No. 2302-1, adopted by the :‘ii‘:\t‘:i?;:;:;fig:;g:i r:::gard'"g the Legal regime of for
Supreme Council of the USSR) g
Earty 19905 1"\ of the RSFSR of June 26, 1991 No. 14881 0n
investment activity in the RSFSR”
Law of the RSFSR of July 4, 1991 No. 1545-1 “On For-
eign Investments in the RSFSR” The developed regulatory framework on foreign and domestic
Resolution of the Government of the Russian Federation investments has become the basis for the development of invest-
of June 11,1992 No. 395 “On the conclusion of agree- | MeNt processes in the Russian Federation
ments between the Government of the Russian Federa-
tion and the governments of foreign states on the pro-
motion and mutual protection of capital investments”
The administrative and economic foundations of investment
Federal Law of February 25,1999 No. 39-FZ“On In- actlyltles carried ou'F in the form of capital mvgstments on the
s . . territory of the Russian Federation are determined
vestment Activities in the Russian Federation in the N
. ” Capital investments should be protected by law equally, regard-
Form of Capital Investments . .
less of the form of ownership, volume, legal affiliation of the
investor
End of
1990s The basic guarantees of the rights of foreign investors to in-
vestments and the income and profits received from them, the
Federal Law of July 09, 1999 No. 160- FZ“On Foreign cond.mons for er.ltreprene.unal activity of foreign investors in the
Investments in the Russian Federation” Russian Federation are given
The stability of the conditions for the activities of foreign inves-
tors and compliance with the legal regime of foreign investment
with international law are determined by the rule of law
Federal Law of April 1, 2020 No. 69-FZ°On the Protec- | /\ e yP€ of investment agreement is introduced — an agree-
. . . . ment on the protection and promotion of investment
2020 tion and Promotion of Capital Investment in the Rus- . . e
. . The parameters for using by investors the stabilization clause are
sian Federation .
established

Source: developed by the authors.
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mitted an application for the project implemen-
tation no later than December 31, 2021;

« the organization implementing the project
decided to approve the budget for capital costs
before Federal Law of April 1, 2020 No. 69 took
effect and submitted an application for the pro-
ject implementation no later than one calendar
year after the decision was made.

The most important provision introduced
by Federal Law of April 1, 2020 No. 69 is the
stabilization clause. It provides for not apply-
ing against the Organization regulations of the
public entity, which impair conditions for im-
plementing the Project, in particular:

« regulations increasing the time required
to implement the procedures necessary for
the investment project implementation;

. regulations increasing the number of
procedures required for the investment pro-
ject implementation;

« regulations increasing the fees charged
to the organization implementing the project
in order to implement the investment pro-
ject;

« regulations establishing additional re-
quirements for the conditions for the invest-
ment project implementation, including re-
quirements for the provision of additional
documents;

. regulations establishing additional pro-
hibitions that impede the investment project
implementation.

The maximum term of the stabilization
clause may not exceed 6 years for investment
projects of up to 5 billion roubles, 15 years
for projects of 5 to 10 billion roubles, and
20 years for investment projects of 10 billion
roubles and more.

The stabilization clause includes issues
related to land use regulation, zoning stand-
ards, conditions for various tax payments
(corporate income tax, corporate property
tax, transport tax, other taxes and fees), and
export duties.

Under the budget legislation of the Rus-
sian Federation, the organization imple-
menting the project is provided government
support measures in form of compensation
of costs from the federal budget or from the

budget of the constituent entity of the Rus-
sian Federation:

« on building, modernizing, reconstruct-
ing the fundamental infrastructure and re-
lated infrastructure of the project;

« on paying interest under credit and loan
agreements, coupon income on bond loans
attracted for building, modernizing and re-
constructing facilities providing and related
infrastructure necessary for implementing
the project.

In this case, the amount of costs to be
compensated cannot exceed the amount of
obligatory payments to be made by the or-
ganization implementing the project to budg-
ets of the public entities that are parties to
the APPI.

Note two fundamental structural elements
of the APPI, enshrined in the Federal Law:

o the investor has the right, but not
obliged, to implement the investment project
(in this case, if the deadline for the imple-
mentation established by the APPI is violated,
the agreement can be terminated at the ini-
tiative of a public legal entity);

« the Russian Federation, the constituent
entity of the Russian Federation is obliged
not to apply acts changing the conditions for
the project implementation (in this case, if
the application of non-applicable legislation
has taken place, the investor has the right to
demand compensation for real damage).

Under the Decree of the President of the
Russian Federation of May 7, 2018 No. 204
“On national goals and strategic objectives of
the development of the Russian Federation
for the period until 2024”, a working group
was created to facilitate the implementation
of new investment projects®.

The aim of the working group is to develop
mechanisms and instruments to protect and
promote investment in the Russian Federation,
and to make up a list of new investment projects.

From December 2018 to December 2019,
as part of the activities, the working group

¢ Decree of the Government of the Russian Federation of Sep-
tember 15,2018 No. 1093 (as amended on March 19, 2020) “On
the working group to facilitate the implementation of new in-
vestment projects”.
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considered 33 new investment projects in the
areas of international cooperation and export,
ecology, gas chemistry, forestry, moderniza-
tion and expansion of the main infrastructure
with a total value of about 7.1 trillion roubles,
of which about 1.5 trillion roubles were their
own investor funds.

The priority criteria for projects applying
for state support are access to sales with the
maximum ratio of accumulated revenue and
investment in fixed assets until 2024 of one
rouble of state support.

The projects considered by the working
group expect the conclusion of the APPI. The
planned total investment in the framework
of new investment projects will exceed the
amount of financing from the federal budget
of national projects (programs) by at least
2-3 times and will amount to 26 to 39 trillion
roubles in 2019-2024.

CONCLUSIONS
Today, the mobilization of private capital
and its effective attraction into the national
economy is the priority of the new invest-
ment policy.

However, passive liberalization (open door
policy) is not always the best way to attract
FDI. Liberalization can stimulate receiving
large volumes of FDI, but this is not enough.
Currently, attracting FDI in a highly competi-
tive investment market requires significant
advantages in FDI placement and well-direct-
ed efforts to promote them. The policy of at-
tracting FDI into technologically advanced or
export-oriented economic activities is even
more complicated.

For countries, the main ways to attract FDI
are as follows.

« Reducing FDI barriers by removing re-
strictions on their inflow into the country
and placement, as well as on the activities
of foreign branches. The key issues here
are to define the term “investment” [19, 20]
in order to liberalize the investment in-
flow into the country or provide protection
(direct and portfolio capital flows can be in-
terpreted differently) and the level of control
over the implementation of the investment
process.

« Establishing the most favorable regime
for foreign investors, in which the national
economy and national governments are most
interested.

« Protecting foreign investment by intro-
ducing legislative norms on the prevention of
damage in case of expropriation or nationali-
zation, on guarantees of repatriation of earn-
ings.

« Facilitating the FDI inflow through
measures that improve the business climate
in the country, provide information on in-
vestment opportunities, offer incentives to
place FDI, facilitate FDI through institution-
al and administrative improvements and the
provision of post-investment services.

The new investment policy is being devel-
oped to protect and promote investment. In
the Russian Federation, the adoption of Fed-
eral Law of April 1, 2020 No. 69 “On the Pro-
tection and Promotion of Capital Investment
in the Russian Federation” created the legal
framework to support private investment, to
improve the investment climate, to establish
a solid basis for equal cooperation and inter-
action between business and the state. These
foundations of sustainable growth are vital to
the domestic economy.
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