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Dynamics and structure of foreign direct investment in CIS countries

Abstract

Object: The purpose of the study is to assess the impact of investments on the development af,econemic coopera-
tion between the CIS countries and, based on this, to develop recommendations aimed at attracting foreign“investment
for the development of mutual cooperation between the economies of the participating countries.

Methods: The following methods were also used in the course of the work: scieptifiesabstraction, system and
structural analysis, logical generalization, as well as economic and statistical analysis. The studylsé used grouping and
classification, expert assessment and detailed methods.

Findings: Thus, to date, the institution determining trade and economic relationsdetween the CIS countries is the
EAEU, which, according to Bella Balassa's theory, is at the fourth stage (ecofomi¢ union), which is characterized by
the fact that member states must agree to coordinate macroeconomic policy acr@ss the'entire zone, which is not always
easy to implement, as experience has shown The European Union.

Conclusions: Thus, the investment market has two levels, both withih,the EAEU and with foreign countries, espe-
cially with China and other countries of the Middle East at the prgSentystage:, To increase the attractiveness of foreign
direct investment, the authors recommend that the EAEU cauntri€sitake the,following measures. Develop an investment
policy for non-resource sectors of the economy; take measuresyaimed,at training qualified labor; increase public invest-
ment, in particular in socio-economic infrastructure, ete.

Keywords: foreign direct investment, CIS, EAEU, ecenomys Russia, Kazakhstan, Central Asia.

Introduction

Foreign direct investment (FDI) is one ofithe most important mechanisms for ensuring the success of
economic development and cooperation of“States. The global processes of world integration, the develop-
ment of regional associations and ipdividual countries are determined by the density of international eco-
nomic ties, in particular, the ingreasesin mutual foreign direct investment. Foreign direct investment contrib-
utes to the introduction of advanged teéehnologies and the implementation of projects. Opportunities to im-
prove and attract foreign dirg€tinvestment require a comprehensive approach to research, since they are con-
stantly developing and are @n_integral part of international economic relations (UNCTAD, 2022).

Thus, the relevange of‘thesCientific work is due to the importance of studying the foreign direct in-
vestment market forithesdevelopment of the modern economy of Kazakhstan and the CIS countries, as well
as the development, of‘recommendations aimed at attracting foreign direct investment for the further devel-
opment of thegeconomy of Kazakhstan.

Thepurpose, of the study is to assess the impact of investments on the development of economic coop-
eratigh between the CIS countries and, based on this, to develop recommendations aimed at attracting for-
eign inveéstment for the development of mutual cooperation between the economies of the participating coun-
tries. To aghieve the set goal of the study, it is necessary to solve a set of interrelated tasks:

* to study the institutional mechanisms of regional cooperation of the CIS countries;

* to study new forms and methods of economic cooperation of the Union countries;

* to make an analysis of foreign direct investment in the CIS countries;

* to develop practical measures aimed at attracting foreign direct investment to the CIS countries, con-
tributing to the deepening of their economic cooperation.

The novelty of the study lies in the fact that this issue has not been sufficiently studied within the new
realities of economic relations, including the role and place of Kazakhstan in the investment climate of re-
gional associations.
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The hypotheses of the study are formed as follows:

Hypothesis 1: integration economic associations affect the foreign direct investment market of the coun-
tries of the region.

Hypothesis 2: integration economic associations do not affect the foreign direct investment market of
the countries of the region.

Literature Review

There is not a single model in the economic literature that reveals the reasons for investing in interna-
tional finance. The theories developed over the past twenty years confirm that foreign direct investment
plays a direct positive role in the development of the national economy and, consequently, in economic co-
operation between the countries of various integration associations.

D. McDougall (1958) was one of the first to investigate the benefits and costs of the process,of direct
international investment. According to the theory of foreign direct investment, capital moves freely from the
country of investment to the recipient country, then with perfect competition, the marginal indicatorswof, capi-
tal movement between the two states will be the same. After investing, the productivity ofythe thvestor coun-
try decreases without reducing its national income. This is due to the fact that the couptryef investors has
been receiving high profits from the sale of foreign direct investment for a long time.

According to the theory of internationalization, P. Buckley and M. Casson (1976), parent companies in-
vest through their subsidiaries, which allow them to manage risks and maintain camtrol over the market. The
theory of internationalization and foreign direct investment is based on threg'postulates:

o Enterprises maximize their profits in an imperfect market; when foreign/markets are imperfect, en-
terprises have an incentive to avoid them by creating domestic markets that camsréduce costs through integra-
tion, capacity savings and price shifting;

¢ Internationalization of markets around the world leads to“the creation and development of multina-
tional corporations (TNCs).

K. Kojima (1970) put forward his theory of private Capital, aécording to which there is a causal rela-
tionship between foreign direct investment and foreigntkade:3According to this model, international trade
and foreign direct investment are the driving for¢e, of economic growth in developing countries. The Japa-
nese researcher noted that the main reasons for the export of TNC investments are economic resources, labor
and the market.

R. Aliber's (1970) theory of foreign direct investment is based on monetary stability (the theory of
monetary bonuses), in which weak curréfgigs ‘are the most attractive for investment compared to the hard
currencies of investment countries dug®@ithe possibility of receiving bonuses in the form of monetary differ-
ences. The author's empirical data on the economies of the United States, Great Britain and Canada confirm
the hypothesis that the difference, in‘exchange rates benefits premiums. This theory has made a significant
contribution to economics, but,does, not comment on the cross-border movement of capital in developing
countries, where there are équal’national currencies.

In 1993, D. Dunning's|@993) scientific theory was called the OLI paradigm. According to the scientist,
if three conditions Were met, the company would make long-term investments:

¢ the company must have special property advantages in comparison with other companies in the mar-
ket (special advantages far Partnership-O);

o gthe, hosticountry has location advantages (advantages of a certain location, (L));

s Intermationalization is more effective than using market mechanisms to provide these advantages to
foreigmeompanies (domestic advantages, (1)).

Antimportant aspect of the theory is the synthesis of some previous theories. Dunning has made a sig-
nificant contribution to the development of the economic literature on foreign direct investment, as this OLI
model has identified several factors affecting the activities of international companies. Based on this theory,
the position of transnational corporations depends not only on the economic situation, but also on the politi-
cal and social environment of the host country. Therefore, the theory of the “eclectic paradigm” has become
the most popular in economics.

Based on the analysis of foreign direct investment theories, it was found that countries or private organ-
izations invest abroad in order to make a profit in the form of reducing production costs and geographical
location.

State policy plays a key role in the country's economy in attracting foreign direct investment from for-
eign companies. The study of the theories of international capital movement makes it possible to make sure
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that foreign direct investment has a positive impact on the development of economic cooperation between
recipient countries and contributes to the development of foreign trade.

Foreign direct investment will allow us to obtain new technologies and ensure long-term economic de-
velopment. Foreign studies show that foreign direct investment has a positive impact on the economy of the
host country. Moreover, the long-term inflow of private capital not only increases the export potential of the
host country, but also creates new jobs.

Methods

The object of the study is international economic relations, including FDI in the CIS region. The subject
of the study is the study of the influence of regional economic structures on the dynamics of FDI in the CIS
region.

The methodological basis of the research is based on systematic, historical and comparative approaches.
The following methods were also used in the course of the work: scientific abstraction, system.and structural
analysis, logical generalization, as well as economic and statistical analysis. The study, alse.used“@rouping
and classification, expert assessment and detailed methods.

The information base for writing the work is regulatory documents, monographsy pullications of the
relevant authorities of the CIS countries, foreign resources and official statistics of @rganizations such as the
United Nations Conference on Trade and Development (UNCTAD, 2022), the Eurasian Development
Bank (Vinokurov et al., 2022), the World Bank Group (2022) and others.

Results

In the framework of this study, first of all, we will study the institutional mechanisms of economic co-
operation of the CIS countries, namely, the history of their formationandithe current state.

After the gradual collapse of the Soviet Union (USSR) in 1991, seweral of the fifteen successor States,
and primarily Russia, did not cease to desire the construction.ef a new economically integrated association.
The collapse of the Soviet Union created an economic,and sacial'shock of unprecedented force, which led to
the instant fragmentation of the production chain and the, collapse of the centralized planning system. Faced
with this situation, the first reflexes of the newlyindependent States were protectionist, each of which seized
resources located on its territory, which led to a complete paralysis of interstate trade.

As a result, on December 8, 1991, that is, befare thé official collapse of the USSR (Mikhail Gorba-
chev's resignation on December 25, 1991), the\leaders of Russia, Belarus and Ukraine proclaimed the birth of
the Commonwealth of Independent States (CIS). The purpose of which was to reorganize their relationship
to limit the shock wave of separation.

For other Soviet Socialist Republics;id991 marks the beginning of various processes of economic inte-
gration in the post-Soviet space, which are still being formed to this day. But in a globalized world where
size matters, the choice of subjects,whaeshave not received “critical weight” to maintain independence at any
cost is becoming more andgmore diffieult every day. That is why, since the 1990s, States have concluded
many agreements on trade @ndéregional integration. In order to influence the emerging new globalization, the
former Soviet spage do@s notigoeyond this rule.

Further, on December,21, 1991, at the summit in Alma-Ata (Kazakhstan), the CIS expanded at the ex-
pense of other fofmer ‘Seviet republics, with the exception of the Baltic States and Georgia, which was reju-
venated in the,midstief the civil war (subsequent accession on December 3, 1993). At this summit, on De-
cember213199%,twa CIS executive bodies were created: Council of Heads of State and Council of Heads of
Government™Since 1992, the CIS has been transformed into a free trade zone (Baker, 2018).

Abthe ecanomic level, the new zone was plunged into chaos. The production apparatus, already greatly
disorganizedéby the rupture of trade ties, was experiencing a second strong shock with the opening of new
states to international trade. The massive influx of Western goods confirms the unattractiveness of local
goods. Only raw materials and energy carriers are competitive on world markets which led to the closure of
entire industries of the former Soviet Union and, as a result, mass deindustrialization. In the period from
1991 to 1995, the CIS GDP fell by more than 50% on average. During the same period, inflation rose sharply
and quickly turned into hyperinflation: more than 2,400% in Russia in 1992, more than 4,700% in Ukraine in
1993. In the period from 1991 to 1995, in this situation of maximum uncertainty, the trade turnover within
the CIS collapsed by 80%. Since 1995, in order to revive bilateral trade, a customs union was established
between Russia and Belarus, which Kazakhstan soon joined within a year.
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During 1996, this customs union was transformed into a Community of Integrated States and expanded
at the expense of Uzbekistan, Tajikistan and Kyrgyzstan. However, at the institutional level, it remained
largely ineffective, and trade within the zone remained very weak.

One of the ways to understand the decrease in the inefficiency of the CIS is to compare the number of
signed documents with the number that has entered into force. Thus, in the period from 1991 to 2001, out of
173 signed agreements and contracts, only 8 entered into force on the entire territory of the zone, or 4.6%.
This shows that most States were not ready to embark on the path of multilateralism and the creation of a
real free trade zone. Since 1992, bilateral, trilateral and even quadrilateral agreements have become the
norm, especially at the military level. Russia would like to keep the single currency and armed forces within
the CIS, as well as Kazakhstan, where a significant Russian minority lives (37% of the population in 1992
and 18.8% in 2020), but also Kyrgyzstan and Tajikistan, small republics located on the outskirts @f Central
Asia (Casella, 2019).

Indeed, most of the former Soviet States viewed the CIS primarily as an instrument of peaceful\seces-
sion from the former Union and, consequently, as a transitional organization. This explains their unwilling-
ness or refusal to conclude or ratify, without significant amendments, any agreement thatiwouldgimit their
newly acquired sovereignty.

In early 2005, Turkmenistan announced its readiness to refuse to participateqn‘theorganization, and in
August decided to become an associated state. This event marks the beginningiof thedrggmentation of the
CIS. Indeed, in early August 2008, Russia's intervention in South Ossetiagafter Georgia's “attack” on this
pro-independence region gave Thilisi a reason to question its participation inghesCIS. On August 14, 2008,
the Georgian parliament voted to withdraw from the post-Soviet orgafiization. Finally, on March 19, 2014
the unrecognized annexation of Crimea to Russia entails secegsion,from\UKraine, which will terminate all
relations with the CIS on May 19, 2018. Thus, by 2023, only ninedull member states and one associated state
will remain in the CIS.

Given the low economic efficiency of the CIS, there sas a"ieed™to create a new economic institute of
the CIS countries. Thus, at the summit in Astana, the capitalfef Kazakhstan, on October 10, 2000, the Eura-
sian Economic Community, better known by its Englishabbreviation EAEU, was created. The founding
members are Russia, Belarus, Kazakhstan, Kyrgyzstan and)Tajikistan. From the very beginning, relying on
the European process, the EAEU set ambitious goalsfer itself. First of all, it is aimed at reviving the integra-
tion process in the CIS. It also seeks to create@ single customs tariff (customs union) and ensure the freedom
of capital movement. At the same time, it is neecessary to harmonize national legislation in order to facilitate
the access of foreign investments to the zones market. The creation of common markets for transport ser-
vices and energy is also being considered-{ln addition, it was also planned to provide citizens of the Commu-
nity with equal rights in termsyof,aceess tQ education and health care. Finally, it was necessary to create a
unified legal space of the EURASEC asssoon as possible, which is equivalent to the creation of an interna-
tional organization independentief the;€1S, which has always remained an intergovernmental organization.

From the point of view of'the institutions, the EurAsEC has a Eurasian Development Bank, the purpose
of which is to invest in‘projeets@f regional importance. And the anti-crisis fund, mainly financed by Russia,
is supported by the Banksln, 2010, he made it possible to provide Belarus with a loan and help it overcome a
serious financial Grisis“However, during the first ten years of its existence, integration within the EURASEC
remained mainly thegretical. Since 2010-2011, Russia, Belarus and Kazakhstan have decided to create a real
customs tmion. Wkraine, Armenia, Moldova, Kyrgyzstan and Tajikistan are invited to participate in the new
Union.

During 2012, Russia, Belarus and Kazakhstan decided to deepen their union by creating a Common
Economie)Space that allows goods, services, capital and labor to move freely. On May 29, 2014, in Astana,
the Presidents of Russia, Belarus and Kazakhstan signed an agreement on the establishment of the Eurasian
Economic Union (EAEU), the purpose of which is the further integration of its three members, starting with
the Customs Union. These agreements jeopardize further cooperation within the framework of the
EURASEC. Faced with this fact, on October 10, 2014, at the summit in Minsk, the Member States officially
terminated its existence, which entered into force on January 1, 2015 (Garcia-Bernardo et al., 2022).

Since January 1, 2015, the new Russia-Belarus-Kazakhstan Union (EAEU-3) is designed to promote
closer integration between the three countries. Armenia joins the Union on January 2, 2015, and Kyrgyzstan
— on August 6, 2015 (EAEU-5). According to Russia, the driving force behind this new project, the signato-
ry states “undertake to guarantee the free movement of goods, services, capital and labor, to pursue a coordi-
nated policy in key areas of the economy: energy, industry, transport and agriculture”.
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Thus, we see that since 1992, integration in the post-Soviet space has followed the stages of economic
rapprochement outlined by the Hungarian economist Bela Balassa (1961). The first step is a free trade zone,
during which tariff and non-tariff barriers are abolished within the zone, as was the case in the CIS in 1992. The
second stage is the creation of the customs union. Since January 1, 2010, Russia, Belarus and Kazakhstan have
reached this stage by setting a common external customs tariff. The third stage of economic integration is the
common market. This adds to the customs Union freedom of movement of goods, services, as well as labor and
capital factors within the zone. This step was achieved in 2012 by Russia, Belarus and Kazakhstan. Since 2015,
the EAEU-5 has also passed this stage. In general, these first three steps are relatively easy to implement, as the
path of the European Economic Community (EEC) has shown. The fourth and fifth stages are more complex,
since they involve a significant qualitative leap in the degree of integration. Indeed, at the fourth stage (eco-
nomic union), member States must agree to coordinate macroeconomic policy across the entire zonegwhich is
not always easy to implement, as the experience of the European Union has shown. The EAEU-5 aims to reach
this stage by the mid-2020s. By 2025, it provides for the creation of a financial regulator andsa financial and
monetary policy, as well as an antimonopoly policy and an antimonopoly regulator.

At the fifth stage (monetary union), member States will have to transfer national powets to‘Supranation-
al structures. Thus, monetary policy will become the exclusive competence of the Central Bankyof the Union,
which will also have a monopoly on issuing a new single currency, as in the casepofuthe ECB for the Euro-
zone. This last step is the most difficult and controversial to implement. Indeed, more thanftwenty years after
the introduction of the euro (January 1, 2002), experts and politicians continug, toddiscuss the feasibility of
switching to a single currency, given the continuing economic and social hetera@eneity of the member States.

Thus, today the institution determining trade and economic relations ‘Between the CIS countries is the
EAEU, which, according to Bella Balassa's theory, is at the fourth stage (economic union). This stage is
characterized by the fact that Member States must agree to coordipnate macroeconomic policy across the en-
tire zone, which is not always easy to implement, as the experience ofithe European Union has shown.

Discussions

Further, the authors propose to study the issue of foreign direct investment in the CIS. After the collapse
of the Soviet Union, the competition that MemberStates conduct with each other for attracting foreign inves-
tors is getting tougher every year. This issue is crucial because it is one of the keys to their economic devel-
opment. In this and other areas, the gap between Russia“and eleven other post-Soviet states is significant.
According to the latest UNCTAD World Investment Report (2022), as of the end of 2016, Russia concen-
trated 1.42% of the world's foreign directfipvestment reserves totaling $379 billion on its territory, compared
with only 1.12% ($299 billion) in thegremainingeleven States. In addition, it was by far the largest investor:
the volume of Russian investments@broad was estimated at $336 billion, the volume of investments of all
the other eleven post-Soviet state§ —at $50 billion.

In addition to the fact that wewill study the effects of FIRS that came from outside the CIS, it should be
noted that there is also a flow,of muttal FIRS within the region (Fig. 1). However, it is worth noting that
since 2018, due to the geopolitical situation, the dynamics of mutual investments has remained extremely
low, and in 2022 there IS no mutual investment in Russia at all.

| |
g
EmmE

Figure 1. The volume of accumulated mutual FDI of the EAEU member countries, USD million, for 2015-2022.
Note — compiled by the authors on the basis of (UNCTAD, 2022)
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It is also important to emphasize that the CIS market and the EAEU are not identical, and have different
institutional mechanisms and scales, which can be confirmed by statistics (Fig. 2)

Russia is the main cross-border investor in the CIS: 79.2% — Russia's share in the structure of FDI ex-
ports.

Kazakhstan is a leader in the CIS among recipients of mutual FDI: 24.3% — Kazakhstan's share in the
structure of FDI imports.

Azerbaijan is the leader in the CIS in terms of exported FDI as a percentage of GDP: 6.7% of GDP —
in Azerbaijan, 2.2% of GDP — in Kazakhstan, 2.0% of GDP — in Russia.

Mutual FDI, USD billion

— 44,6
36,4 —
EAEU FDI r——
" Cis FoI TR
N
2015 2022 4 ply)

Figure 2. Accumulated mutual direct investments, in‘the CIS and the EAEU
Note — compiled by the authors on the basis of (UNCTAD, 2022)

The annual data provided by UNCTAD is the first publiclyaavailable reference source and allows you to
have a base for comparing both flows and stocks'ef foreign direct investment, but they come from different
bodies (Ministries of Economy, statistical institutes, Banksgetc.). Each of which has developed its own meth-
odology. Thus, there may be some error rate in the data.

Hydrocarbons: priority sector

The first investment sector is undoubtedly'the hydrocarbon sector. Immediately after gaining independ-
ence, Azerbaijan decided to return tafitspre-1917 past by appealing to major international oil companies to
expand production in the Caspian, Sea. Back in September 1994, he signed the “contract of the century” for
the development of deep-sea ol fieldsythe operator of which was British Petroleum (BP). At the end of
1998, the Baku-Thilisi-Ceyhany(BTE€),40il pipeline project with a length of 1,768 kilometers was launched,
the first one that bypassed thederritory of Russia, that is, the one that calls into question Russia's monopoly,
was launched in Ankara, and the/first batch of oil arrived in Ceyhan at the end of May 2006. The Southern
Gas Corridor pipeline, designed to export gas from the Shah Deniz deepwater field discovered by BP in
1999, was built imyparallel with BTC. As of June 2017, according to one of BP's vice presidents, the compa-
ny and its partners had invested $66 billion in this sector in Azerbaijan. The total volume of FDI indicated by
UNCTADyis significantly less ($27 billion). In any case, the investment is huge (Barclay et al., 2021).

Kazakhstan also attracted large Western oil companies to develop very complex fields, which it could
not afferd without external assistance. Western “majors” have invested heavily in its three main areas. The
Tengiz (0il and gas) field was developed back in 1993 by a consortium led by Chevron, which invested $37
billion in the development of the second stage in June 2016. The Karachaganak (gas) field, managed by Shell
and ENI, has required investments of $22 billion since its launch in 1997. Production at Kashagan (oil),
which is managed by Agip, has cost more than $50 billion over twenty-three years (construction of an artifi-
cial island and treatment facilities). Transportation of hydrocarbons also required the construction of new oil
and gas pipelines to the Black Sea and China. The Central Asia-China gas pipeline today connects Turkmen-
istan with China through Uzbekistan and Kazakhstan. In this country, the hydrocarbons sector in a broad
sense accounts for more than three quarters of the reserves of foreign direct investment.

To resume oil production, Uzbekistan turned to Russian and Chinese companies: Lukoil and CNPC in-
vested about $4 billion in this country. In the gas sector, Tashkent has signed several exploration and devel-
opment contracts with Lukoil, Gazprom, CNPC, as well as Kogas (a Korean company) and Petronas (a Ma-
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laysian company) totaling about $10 billion. In general, according to the National Company Uzbekneftegaz:
$31 billion has been invested in Uzbekistan's hydrocarbons since independence. President Mirziyoyev, who
was elected in December 2016 after the death of Islam Karimov, is showing more and more signs of eco-
nomic openness, and Russia is striving to maintain its position as a major investor: it recently committed to
new projects worth three billion dollars. Apparently, his goal is to attract Uzbekistan to the EAEU.

As for Turkmenistan, it prefers to conclude agreements on joint activities. Acting through his national
company Turkmengas, he restricts the participation of foreign companies with technical services, without
granting them any rights to hydrocarbon deposits. Radical changes have taken place in this gas-rich country.
For a long time, dependent on Russia in terms of exports, today it is connected with Iran and China thanks to
the construction of new gas pipelines, for which the latter provided him, in exchange for gas supplies, a loan
of $9 billion. Since the beginning of 2016, Gazprom has stopped purchases, and in January 201, due to
growing debts, Ashgabat stopped deliveries to Tehran. China also reportedly reduced its purchases;in 2017
due to undisclosed legal disputes.

In this hydrocarbon sector, Russia is still widely represented in many states of the‘regiongln addition to
the already mentioned cases in Central Asia, it occurs, in particular, in Armenia and Belarus, Gazprom con-
trols gas distribution networks in both of these countries: in Armenia, it built them hack’in_1997; in Belarus,
it bought them in two stages (2007 and 2011) in exchange for debt cancellation.

Other sectors

The mining and metals sector ranks second after the hydrocarbons secteryAtithe end of 1995, Arcelor
Mittal acquired a metallurgical complex in Termitau in Kazakhstan, and then in 2005 — a metallurgical
complex in Krivoy Rog in Ukraine for a record amount of $4.8 billion. Kazakhstan, which is the largest pro-
ducer of uranium, has opened joint ventures with Canada (Camecg) and\France (Katco). The Kumtor gold
mine in Kyrgyzstan and the Talco aluminum plant in Tajikistan arg,the feading enterprises in these two coun-
tries of industry and major foreign investment. Georgia and Armenia,also welcome foreign investors to im-
plement small projects in the field of mining (Gaukrodger, 2021).

The agricultural and agri-food sector has attractedythetinterest of many investors, mainly in Ukraine,
where the largest companies in this sector (Cargill, Louis=Dreyfus or Bunge) have been present since inde-
pendence. They have built and continue to build paxt terminals for grain exports. Dairy products also attract-
ed foreign companies: for example, French groups (Lactalis, Danone, Bel, etc.) all settled in Ukraine, some
in Kazakhstan or Moldova. In this sector, thesize of investments per unit of output is smaller, but they con-
tribute to improving the quality of products and, consequently, the diversification of the economy. After the
Maidan, Russia failed to form a “grain cartePwhich it proposed back in 2010 to influence prices (Damgaard
etal., 2019).

However, Russia is still figmly established in two other sectors: telecommunications and banking. The
former is becoming a key sectorer Russian companies (MTS, Vimpelcom and Megafon), which are based
in all countries of the regionf™With thedexception of Moldova, while Western companies — Orange, Telenor
(Norway) or TeliaSonera (Sweden) — have a smaller presence. In the 2000s, the banking sector caused a
wave of overbought byfWesternbanks, especially in Ukraine and abroad.

In Kazakhstanyithewesults did not meet expectations. Since their customer base was in a difficult posi-
tion after the devaluation that followed the financial crisis that began in 2008, Unicredit, HSBC and RBS
decided to selhtheir'subsidiaries in Kazakhstan at a loss, as did Unicredit, Commerzbank, Erste, Swedbank,
etc. ingUkraine."Ror their part, Russian state-owned banks maintain strong positions in Belarus and Kazakh-
stanf while they, are trying to sell their subsidiaries in Ukraine. As for Chinese banks, they are present only in
Kazakhstan and'remain limited to Chinese-Kazakh operations.

SpecialdEconomic Zones: limited success

To attract investors, the states of the region have created special economic zones (SEZs) with various
tax benefits. Moldova, Kyrgyzstan and Belarus were the first to embark on this path since 1995. And the
movement resumed after the 2008 financial crisis, with the exception of Ukraine, which, on the advice of the
IMF, closed those that were created after the “Orange Revolution”. In the absence of reliable data, it is diffi-
cult to make a general judgment. However, according to several managers of these SEZs, their success is still
below expectations. Of course, they made it possible to attract industrial enterprises with higher added value,
such as helicopter or locomotive assembly plants in Astana. But country risk, disagreements with numerous
regulatory authorities, awareness of the fragility of the rule of law, which is still in its infancy, remain power-
ful deterrents for new settlements.
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To insure against these risks, foreign companies apply to international financial institutions: for insur-
ance to the Multilateral Investment Guarantee Agency (MIGA), for equity participation and/or financing
from the EBRD, the International Finance Corporation (IFC) or others. But these organizations support only
those projects that have a critical size that varies from country to country. Before considering the possibility
of placement, their investors can also refer to international ratings and analytical materials prepared by inter-
national organizations, in particular the IMF (with the exception of Turkmenistan, which has always opposed
their publication, as well as Uzbekistan since 2008). Eurobond issue prospectuses, when available, are an-
other very useful source of information, as they give a complete picture of the economy of the issuing coun-
try: in 2017, Belarus, Ukraine and Tajikistan thus became the world's largest issuers of Eurobonds and Uz-
bekistan is expected to do the same in the near future. In the eyes of Western investors, transparency is cru-
cial: it is the key to success (Bolwijn et al., 2018).

As for other investors, at the current stage, special attention should be paid to Chinese, Iranianj il urkish

and Arab investments (Fig. 3).
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Figure 3. The volume of mutual FDI between the CIS and foreign countries in the middle of 2022, billion dollars
Note — compiled by the authors on the basis of (VinoKurowviet al., 2022)

According to UNCTAD, [Iranian FDEin the world barely exceeds $4 billion, so this country does not
stand out too much against the CIS countries as an exporter of capital. However, the Iranian FDI recorded by
us in Azerbaijan is approaching $1:8 bilfion, in Armenia, Belarus and Russia the figure has almost reached or
even exceeded $0.1 billiond Taking into account the geopolitical factor, Iran has every chance of eventually
becoming a full-fledged pastiCipant in mutual FDI flows of the post-Soviet integration core within Greater
Eurasia.

The Arab worldiis veryrheterogeneous in many ways, among which FDI is no exception. The largest
sources of direct iniestment in the world in this region are the UAE (according to UNCTAD, $215 billion at
the end_of 2021) and|Saudi Arabia ($151.5 billion). Notable TNCs have emerged in other Arab States, so it
also makes senseitegpay attention to accumulated FDI from at least such prosperous Gulf countries as Qatar
($47%, biliion); Kuwait ($36.4 billion) and Bahrain ($19 billion).

China, which seems to care little about transparency, is now a leading player in this region. The OBOR
project hasibeen critically analyzed by the World Bank, which believes that the overland route will be able to
cover only 1 to 2 % of the volume that is currently carried out by sea. However, this will represent invest-
ments in the amount of several tens of billions of dollars and will lead to the financing of large projects allo-
cated to Chinese construction companies, financing that is not clearly reflected in the statistics of the respec-
tive countries. Since compensation for these infrastructure facilities depends on long-term contracts for the
supply of raw materials, China thus guarantees its supplies. In Tajikistan, it exchanged part of its claims for
800 square kilometers of territory (Vinokurov et al., 2021).

Conclusions
Thus, the authors came to the conclusion that the key regional institution of trade and economic cooper-
ation is the Eurasian Economic Union (EAEU). As of 2023, the EAEU represents a total territory of more
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than 20 million square kilometers and a population of more than 184 million people. The implementation of
the third integration stage is still ongoing. This should lead to the modernization of the participating econo-
mies, which will contribute to increasing their international specialization, which is still too dependent on
energy and raw materials. The EAEU seeks to become a bridge between the European Union and Chi-
na (Celani et al., 2022).

Thus, the investment market has two levels, both within the EAEU and with foreign countries, especial-
ly with China and other countries of the Middle East at the present stage.

As part of the scientific work, the authors formulated some recommendations for attracting PPI to the
Eurasian region:

o Strengthen efforts to finance the education sector and take measures aimed at training a workforce
with the technical and professional skills necessary to meet the needs of national and international investors;
since human capital is the central channel through which FDI influences economic growth;

o Develop an investment policy aimed at non-resource sectors of the economy, whichywill“allew inno-
vation to develop them at national levels, although such a recommendation is quite general andis the goal of
many economic policy directions;

e Increase public investment, in particular in socio-economic infrastructure;

e Activate the development of the financial and banking system. Indeed, ffinancial deepening would
reduce the liquidity risk (uncertainty regarding the conversion of a financial assetiinto a'means of payment),
diversify the investor's portfolio and, thus, contribute to the development of ghe“real Sphere;

¢ Increasing the attractiveness of the Union by creating the conditionsgecgssary to attract more FDI,
taking into account national and regional development prospects, as well asitegincrease the effectiveness of
the technological, informational and organizational impact of‘defetral on local enterprises. We are talking
about the introduction of sectoral incentives focused on sectors that,give a:stimulating effect, in the interests
of other sectors of the economy.

Thus, the authors conclude that foreign direct investment has aypositive impact on economic growth and
employment in the EAEU, that they stimulate productivity and innovation, which confirms the hypothesis
put forward by 1.
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C.b. AabaemoBa, I''T. AxmeroBa, A.b. MbIpxbikoaeBa, O. Bop3enko
TM/I eapepinaeri Tikeseil merenIik HHBECTHIMSIIAPAbIH TUHAMUKACHI MeH KYPbLIbIMbI

Anoamna.

Makcamuor: 3eprreynin Makcatei — TMJI enaepi apachlHaarbl YKOHOMHKAJBIK BIHTHIMAKEACTHIKLBI  TaMBITyFa
WHBECTHUIMSUIAPIIBIH OCepiH Oaranay >KOHE COHBIH HETi3iHIOe KATBICYIIBl CIICPIAIH 3SKOHOMUKAIAPHIHBIH ~03apa
BIHTHIMAKTACTBIFBIH JAMBITY YIIIH IIETENIK HHBECTHLIUSIIAPbI TApTyFa OaFbITTalIFaH YChIHBCTADABLO3IPIICY.

O0ici: XKyMbIc GapbIChIHIA KeJeCi 9/1iCTep KONAAHBLIIBI: FEUIBIMH a0CTPaKIHs, )KYHEN1KDKIHE KYPbUIBIM/IBIK Tall-
Jay, JIOTUKAJIBIK JKaJIIbLIAY, JKOHOMHKAJIBIK JKOHE CTATHCTHKAJIBIK Tanaay. COHbIMEH KaTap 3epTieylie TONTacThlpy MEH
KIKTEY JKOHE caparTaMaliblK Oaranay, TOJBIK eCenTep MaiIanaHblIIIbL.

Kopvimeinowr: byriari xyni TMJ] enmepi apacelHAarbl cayna-3KOHOMUKATHIK KaThIHACTapIbl aWKBIHIAUTHIH
nHcTUTyT EADO Gombin cananmazabl, on bemna bamacca teopusiceiHa coiikec (RopTiHMIIi Ke3eHne Typ (3KOHOMHKAIBIK
onak). by xe3eH oraH MyIIe MeMIICKETTEpAiH OYKiN aiiMak OOMBIHIIA Makpo\3KOHOMUKAIBIK CcascaTThl YilecTipyre
KeiCyl KepeK eKeHIrIMeH cumarTanansl, MyHbl EyponanblK omakThiH ZoXKIPHOSE! KOPCEeTKEHAEH, OHbI XKY3€eTe achlpy
opIaifbIM oHait 6oia Gepmeni.

Tyorcopvimoama: Ocbutaiiiia, WHBeCTHIMUIAD Haphirbl EADONIIIHEE *KoHE MICTEIACPMEH, dcipece Kasipri
ke3enne Keitaiimen sxoHe Tasty IIIbiFbIcThIH Oacka enaepiM@H ekl icHreite, ue. Tikemel meTemaiK HHBECTHIHSIapAbIH
TapTHIMIBUIBIFBIH  apTTHIpY YIIiH aBtopiap EADO enjgepine “\MblHamail miapanapabl KaObULAAyJbl YCBIHAIBI.
OKOHOMHUKaHBIH ILIMKI3aTTHIK €MeC CEeKTOpJaphl YHiiH WHBECTHLMSNbIK CascarThl d3ipiey; OUIKTI JKYMBIC KYIIiH
Jaspiayra OarbITTajFaH IIapanapAbl KaObuiaay; MEMMIEKEeTTIK MHBECTHUIMSJIApIbI, aral aWTKaHIa oJIeyMETTiK-
HKOHOMUKAJIBIK MH()PAKYPBUIBIMFa KIHE T.0.

Kinm ce30ep: tikeneii merennik nasectuistiap, TMJI, EAD0O, skonomuka, Peceit, Kazakcran, Opranbik Azws.

C.b. AabaemoBa, /. T."AxmeT0oBa, A.b. MbIp:xbIKOaeBa, O. bop3eHko
JuHaMuka M cTPYKTYPA NMPAMbIX HHOCTPAHHBIX MHBecTHIUIA B crpanax CHIT

Annomauusn:

Llenv: Lenpro uccieOBAHUAMSIBIASETCS OLIEHKA BIMSAHUA MHBECTULIMNA Ha Pa3BUTHE SKOHOMHUYECKOTIO COTPYAHUY E-
ctBa Mexay crpaHamu CHI ' micxois u3 3Toro, pa3paboTka peKOMEHAIHA, HATIPABICHHBIX HA MPHUBIICYCHUE UHO-
CTpaHHBIX WHBECTUITWH IS pa3BHTHS B3aMMHOTO COTPYIHHYECTBA MEKIY IKOHOMHUKAaMH CTPaH-yIaCTHHII.

Memoovr: B x01e)paboTerObuI TPUMEHEHEI CIICAYIOIIAE METOABI: HaydHas aOCTpaKIus, CUCTEMHBIH U CTPYK-
TYpHBII aHAIU3, JIOTHEECKOE 0000IIEHHE, a TAKKE IKOHOMHKO-CTATUCTHICCKHIA aHANIN3. B HCClieqoBaHNY HCITONTB30Ba-
JIUCH TPYIIINPOBKA M KIACCH(DUKAINS, SKCIIEPTHAS OIIEHKA U IeTATU3NPOBAHHBIE METO/BI.

Pesyrvinamsiy TaKiM 006pa3oM, Ha CETOAHAIIHUN I€Hb HHCTUTYT, ONPEACISIOMNNA TOPrOBO-3KOHOMUYECKHE OT-
Homfeuns mexay crpanamu CHI', sBisercs EADC, koTopsiii, cormacHo Teopun bemuter banmacca, HaxoquTes Ha 4eTBep-
TOM JTalfe (3KOHOMHUYECKHI COI03), KOTOPBIH XapaKTepHU3yeTcs TeM, YTO TOCyJapCTBa-UICHBI JOJDKHBI COTIACUTHCS Ha
KOOpAWHAMHIOMaKPOIKOHOMHUYECKOH TOIUTHKN B MacIITabax BCeil 30HBI, YTO HE BCET/Ia JIETKO OCYIIECTBHUTH, KaK I10-
KaszaJ ONbIT EBpONeEcKoro corsa.

Buigoowi: PestoMupys ckazaHHOE BEIIIIE, 3aKIIFOYaEM, YTO PHIHOK HHBECTHIIMN UMeeT J1Ba ypoBHs, BHYTpu EADC,
TaK U C 3apyO0e)KHBIMU CTpaHaMu, B ocoOeHHOCTU ¢ Kutaem u npyrumu crpanamu bimxkaero Boctoka Ha cOBpeMEHHOM
stane. s MOBBILIEHUS NPUBIEKATEIHHOCTH NPSMBIX WHOCTPAHHBIX MHBECTHLHMHA aBTOPHl PEKOMEHAYIOT CTpaHam
EADC npuHATH ClEAYIOIINE MEphl: pa3padoTaTh HHBECTHIIMOHHYO TIOJIHUTUKY JJIS HECHIPHEBBIX CEKTOPOB 3KOHOMUKH;
MPHUHATH MEPHI, HANPABICHHBIC HA MOJArOTOBKY KBATH(MUIIMPOBAHHOW paboueil CHUJIBI; YBEIHMYUTH TOCYIAPCTBECHHBIC
WHBECTHUIUH, B YAaCTHOCTH B COMATBHO-2KOHOMUYIECKYIO HHPPACTPYKTYPY H Ip.

Kniouesvie cnosa. npsvelie nHoctpanHsle maBecTnnnn, CHI, EADC, skoHommka, Poccus, Kazaxcran, IleH-
TpanbHasg A3usl.
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