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The aim of the article is to explore and organize approaches to international investment and to emphasize its significant role in economic development. The
author thoroughly examines the main theoretical models, including classical, neoclassical, and modern approaches, as well as relevant concepts such as the
eclectic paradigm and the theory of competitive advantages of countries. Particular attention is paid to the mechanisms through which international invest-
ment contributes to the development of economies, including technology transfer, human capital development, and modernization of production. An important
aspect of the research is to identify the key factors of investment attractiveness in contemporary economies, which include not only economic and political condi-
tions but also the effectiveness of legal and regulatory processes, domestic economic activities, the capacity for technological innovations, and the ease of capi-
tal movement. Based on research, including the Kearney FDI Confidence Index for 2025, the factors influencing the choice of investment locations are analyzed,
as well as the characteristics of attracting foreign direct investment in countries with varying levels of economic development. Examples from different regions
of the world illustrate various aspects of attractiveness for investors. By substantiating theoretical models and contemporary empirical data, the research results
highlight that international investment is a powerful catalyst for economic development, contributing not only to increased production efficiency but also to
ensuring long-term stability of economies that become more competitive on a global scale. The conclusions present the results of the systematization of theories
and approaches to international investment, providing a deeper understanding of the processes that promote economic development through the attraction
of foreign direct investment (FDI). This also opens up new prospects for the development of effective investment attraction policies in developing countries, and
provides useful recommendations for international companies seeking optimal investment directions in the context of global economic changes.
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Kosynin B. B. KoHyenmyanbHi nidxodu docnioxeHHA poni MiXHaApoOH020 iHeeCMYBAHHA AK KAMAAI3amopa po38UMKY eKOHOMIKU

Memoto cmammi € docaidumu ma enopAdKysamu nioxodu 0o MixHapoOHo20 iHeecmyeaHHA ma nidkpecaumu {o2o 3Ha4ywy posb 8 eKOHOMIYHOMY PO3-
8umky. JemansHo po3enaHymo 0CHOBHI meopemuyHi MOO€n, BKOYHO 3 KAACUYHUMU, HEOKAACUYHUMU MA CY4acHUMU NiOXo0amu, @ MAKOX aKmyanbHi
KOHUenuii, maki Ak eknekmuy4Ha napaduema ma meopis KOHKypeHmHuX nepesae KpaiH. Ocobausa ysaza npudinaemscs MEXaHI3MaM, Yepe3 AKi MiXHapoOoHe
iHBECMYBAHHSA CMIPUSAE PO3BUMKY EKOHOMIK, 30KpEMA MPaHCGepy mexHoAozili, pO38UMKy M0OCbKO20 Kanimany ma modepHi3ayii supobHuUYmea. Baxciusum
acnekmom 00CnidHeHH € 8UABAEHHS OCHOBHUX hakmopie iHsecmuyiliHoi mpueabauBoCMi Cy4acHUX eKOHOMIK, AKi 8KKOYAIOMb He A1UWe eKOHOMIYHI ma fo-
AimuyHi ymosu, ane Ui epeKmusHiCMb NPasosUX i peyasmopHUX Npoyecis, 8HyMPIWHK eKOHOMIYHy 0ifabHICMb, 30amHicmb 00 MexHOoA02iYHUX iHHOBAYl
ma sie2kicmb nepemiwieHHsA Kanimany. Ha ocHosi docnideHs, 30kpema iHOeKcy 0osipu npamux iHozemHux iHeecmuyiti Kearney 3a 2025 pik, aHanizytomecs
YUHHUKU, Wo 8nausaoms Ha subip micyb 01 iHeecmuyili, a makox ocobaugocmi 3any4eHHa NpaMuUX iHO3eMHUX iHeecmuyili y KpaiHu 3 pisHUM pieHem
€KOHOMIYHO020 Po38UMKY. HasedeHo npuKnadu 3 pisHUX pezioHie ceimy, Aki 0eMOHCMpPYoMb pPi3HOMAaHIMHI acnekmu npugabausocmi a1 iHeecmopig. 06-
I'PyHMOBYH4U meopemuyHi Modesi ma cy4acHi emnipuyHi 0aHi, pesynsmamu 00CaioHeHHs NiOKPecnoms, Wo MiXHAPOOHE iHBECMYBAHHS € MOMYMCHUM
Kamaniaamopom eKOHOMiYH020 PO3BUMKY, CAPUAIOYU He ulie NidsuweHHIo edpekmusHocmi supobHuymea, a Ui 3abe3ne4eHHo d0820cMpPoKosoi cmabine-
HOCMI eKOHOMIK, AIKi cmatome binbl KOHKYPeHMOCIPOMOXHUMU Ha 2n106a16HOMY pigHi. Y BUCHOBKAX HABOOAMbCA pe3yabmamu cucmemamu3ayii meopiti
ma nioxodie 00 MiHHAPOOH020 IHBECMYBAHHSA, WO 0GE MOX(IUBICMb 2aubWe Po3ymMimu MPouecy, AKi CnpuAMb eKOHOMIYHOMY PO3BUMKY 30 PAXYHOK
30/1y4eHHA NpaMux iHo3emHux iHeecmuyiti (1) Lie makoxc 8idkpusae Hosi nepcnekmusu 044 Po3pPOBKU egheKmuBHUX NoAimuK 3aayveHHs iHeecmuyili 8
KpaiHax, wjo po38usaimbCs, a MAKOX HAOAE KOPUCHI peKoMeHAaYi 019 MiXHAPOOHUX KOMNAHIl, AKi WYKaomb OMMUMQbHI HANPAMKU 0415 iH8ecmy8aHHSA
8 YMO08aX 21060/16HUX eKOHOMIYHUX 3MiH.

Kntouoei cnoea: mixcHapodHe iHeecmyeaHHs, ekoHoMiYHUl po38UMOK, iHeecmuyiliHa npusabausicme, npami iHO3emHi iHeecmuyii, meopii MixHapoOHo20
iH8eCMyBaHHA.
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investment remains a key driver of national econo-

mies’ integration into the broader world economic
system. The inflow of foreign capital provides critical
financial resources for the development of specific
sectors, while simultaneously promoting technology
transfer, fostering innovation, expanding export ca-
pacities, and contributing to the modernization of in-
stitutional frameworks. In the era of globalization, in-
ternational investment flows have become an essential
element of the global economic structure, influencing
the dynamics of production, trade, and human capital
development across national borders.

The importance of examining international in-
vestment as a catalyst for economic growth has in-
creased substantially in light of escalating global
challenges. Economic crises triggered by financial in-
stability, pandemics, geopolitical tensions, as well as
ongoing processes of digitalization and the transition
to a «green» economy, are fundamentally altering tra-
ditional mechanisms for attracting and efficiently uti-
lizing foreign capital [7]. Simultaneously, competition
among countries for high-quality investment resourc-
es is intensifying, underscoring the need for effective
strategies to attract foreign direct investment (FDI),
strengthen institutional environments, and enhance
overall investment appeal. In this context, the empha-
sis is shifting from the sheer volume of investments
attracted to their quality, their contribution to value
creation, and their long-term economic impact.

The theoretical and practical dimensions of in-
ternational investment have been extensively explored
by numerous foreign scientists, including A. Smith,
D. Ricardo, C. Hobson, J. Keynes, S. Hymer, K. Aka-
matsy, R. Vernon, C. Kindleberger, P. Buckley, M. Cas-
son, F. Knickerbocker, and J. Dunning.

Similarly, domestic researchers such as A. Ram-
sky, O. Melnyk, Y. Makohon, N. Kovtun, A. Peresada,
I. Matiuschenko, N. Voznesenska, O. Rogach, and
S. Teslia have made significant contributions to the
study of foreign investment processes and their impli-
cations.

Recent research by scientists like S. Aiyar,
D. Malacrino, and V. Gramotnev highlights an emerg-
ing trend towards the fragmentation of the global
economy, counteracting earlier globalization process-
es [10]. Geopolitical factors are playing an increasingly
prominent role in shaping investors” decisions regard-
ing capital allocation. Considering the effects of the
COVID-19 pandemic-induced global economic crisis
and the intensifying geopolitical fragmentation, schol-
ars forecast the emergence of a new, more volatile and
unpredictable investment environment. This evolving
landscape is prompting foreign investors to reassess
their geographical and sectoral priorities [3].

In the contemporary global landscape, international
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A review of the previous research reveals that
scholarly discourse has extensively documented the
evolution of classical theories of international invest-
ment and affirmed the critical role of institutional
factors in realizing the full potential of FDI. However,
there remains a notable gap in the comprehensive as-
sessment of the qualitative characteristics of invest-
ments and their long-term effects, particularly under
the new global challenges posed by digitalization, the
energy transition, the growing emphasis on sustainable
development, and heightened security concerns. Fur-
thermore, the unique conditions faced by transitional
economies, where traditional investment models often
falter without substantive institutional reforms, con-
tinue to require further investigation.

Accordingly, there is a growing need to revisit
and update conceptual frameworks for studying inter-
national investment, aligning them with the realities of
the modern global economy. Traditional models must
be supplemented by considerations of digital trans-
formation, environmental sustainability, institutional
maturity, and the technological capabilities of host
countries.

In this context, the central research question
arises: how does international investment influence
economic development across countries at different
stages of growth, and which factors shape the effec-
tiveness of this impact amid global instability and tech-
nological change? Addressing this question requires a
systematic examination of theoretical approaches to
international investment, critical analysis of recent
empirical studies, and the development of an integrat-
ed understanding of the mechanisms through which
investment drives economic outcomes.

The aim of this article is to analyze and system-
atize conceptual approaches to the study of interna-
tional investment’s role as a catalyst for economic de-
velopment.

The historical development of theoretical ap-
proaches to international investment mirrors the
broader evolution of economic thought, the trans-
formation of global markets, and the deepening of
international economic integration. The earliest ideas
concerning investment processes emerged within the
framework of classical political economy during the
18th and 19th centuries.

he first stage in the formation of theoretical
approaches is marked by the classical theory
of international trade, as formulated by Adam
Smith and David Ricardo. Smith, through his concept
of absolute advantage, highlighted the benefits of na-
tional specialization in sectors where a country dem-
onstrates superior efficiency. Ricardo further devel-
oped this framework with his theory of comparative
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advantage, illustrating that international trade could
be mutually beneficial even when one country holds
an absolute advantage in the production of all goods.
Nevertheless, during this period, foreign investment
was not yet conceptualized as a distinct phenomenon;
capital was still largely perceived as a national asset.

Subsequent intellectual progress led to the emer-
gence of the neoclassical theory of capital in the late
19th and early 20th centuries. This theory introduced
the notion of capital mobility, suggesting that investors
seek to allocate resources where the marginal produc-
tivity of capital is highest. International investment was
thus understood as a mechanism for equalizing returns
on production factors across countries. However, the
neoclassical framework largely abstracted from the re-
alities of institutional constraints and market-specific
characteristics.

he early 1960s marked a turning point with the

development of theories attributing interna-

tional investment to market imperfections. A
seminal contribution came from S. Hymer, who pro-
posed the theory of monopolistic advantages, arguing
that firms invest abroad to exploit unique assets, such
as proprietary technologies, specialized know-how,
and strong brands, that enable them to overcome the
disadvantages inherent in foreign operations [5].

Concurrently, J. Galbraith advanced the tech-
nological theory of multinational corporations, em-
phasizing the dominant role of large firms in trans-
ferring technology and managing international flows
of knowledge and resources. According to this view,
multinational corporations (MNCs) emerged as cen-
tral actors in the global economy due to their capacity
to coordinate innovation and expand through foreign
direct investment (FDI).

In 1966, Raymond Vernon introduced the prod-
uct life cycle theory, explaining international invest-
ment patterns through the evolution of products.
Initially produced in the innovating country to satisfy
domestic demand, production eventually shifts to low-
er-cost countries as technologies mature and compe-
tition intensifies, accompanied by corresponding FDI
movements [9].

Another important behavioral model was devel-
oped by F. Knickerbocker, who expanded the theory of
oligopoly and FDI. He observed that firms in oligopo-
listic industries often mimic the international invest-
ment strategies of their rivals to maintain competitive
parity, resulting in a largely defensive or reactive char-
acter of many FDI decisions [6].

Addressing the limitations of pure market mech-
anisms, the internalization theory, formulated by
scholars such as P. Buckley, argued that firms prefer
to internalize operations across borders to safeguard

20

critical assets — such as information and technology
— while minimizing transaction costs by establishing
their own foreign subsidiaries [4].

During the 1930-1950s, in the context of East
Asia’s industrial development, Kaname Akamatsu
proposed the «flying geese» paradigm. This model
depicted industrialization as a sequential process in
which countries gradually ascend from producing
simpler goods to more complex ones, facilitated by the
diffusion of technology through foreign direct invest-
ment, which serves as a catalyst for regional economic
growth.

A particularly comprehensive framework
emerged with John Dunning’s eclectic paradigm (OLI
model) in 1977. Dunning systematized three funda-
mental determinants of FDI: ownership-specific ad-
vantages (O), location-specific advantages (L), and
internalization advantages (I). The interaction of these
factors explains a firm’s decision to invest abroad rath-
er than exporting or licensing [11].

In recent decades, the theory of competitive ad-
vantage developed by M. Porter has become increas-
ingly influential. Porter’s approach emphasizes the role
of national conditions in shaping a country’s ability to
support globally competitive firms. He suggests that
countries with well-developed competitive advantages
are more likely to attract FDI, as investors seek loca-
tions that enhance productivity, foster innovation, and
provide access to advanced business ecosystems [8].

Thus, the evolution of international investment
theories, from the classical notion of free capital
movement to contemporary multidimensional mod-
els, reflects a progressively richer understanding of the
complexities of the global economy and the diverse
factors influencing investment decisions.

In summarizing the principal stages in the devel-
opment of international investment theory, it is valu-
able to systematize these concepts in a comparative
table. Such a presentation clearly traces the evolution
of approaches, highlights the key features and ideas of
each theory, and offers deeper insight into the chang-
ing conceptualizations of international investment
across different historical contexts.

he theoretical concepts outlined in the Tbl. 1
offer a comprehensive understanding of the
mechanisms behind international investment
and its role in driving economic development. How-
ever, in order to successfully attract foreign direct in-
vestment (FDI), a crucial engine of economic growth,
countries must create a set of conditions that align
with the expectations of modern investors.
According to theories like Dunning’s eclectic
paradigm and competitive advantage models, both
internal and external factors are essential in determin-
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Table 1

Conceptual approaches to international investment: core ideas and features

Name of theory/ Core idea Key features
approach
1 2 3

Smith, D. Ricardo)

Classical Theory (A.

Economic efficiency is achieved
through free trade, guided by
the principles of absolute and
comparative advantages

focus on the unrestricted movement of goods, not
capital;

investment is not yet treated as an independent
economic process;

emphasis is placed on the benefits of national
specialization in production

investors seek countries offering the highest returns
on capital;

Neoclassical Capital flows toward locations where international investment contributes to the
Theory of Capital its marginal productivity is highest equalization of capital profitability across regions;
the theory largely overlooks the role of institutions
and transaction costs
provides an explanation for the emergence of
Concept of multinational corporations (MNCs);
- Firms invest abroad to leverage their I ) . .
Monopolistic . o highlights informational, technological, and
unique competitive advantages over "
Advantages (S. organizational advantages;
local firms
Hymer)

stresses the importance of market imperfections in
driving investment decisions

Technological

technologies are identified as a primary source of
competitive advantage;

Theory (R. Vernon)

a product's development in the
market

Theory of Large corporations invest
Multinational internationally to consolidate control highlights the significance of vertical integration;
Corporations (J. over technology and knowledge emphasizes the influential role of corporate power in
Galbraith) the global economy

production shifts abroad as products reach maturity;

The international investment . . N
. . aims to reduce production costs and maintain

Product Life Cycle process is shaped by the stages of

competitiveness;

supports the adaptation of products to the varying
demands of different national markets

Theory of
"Oligopoly
and FDI" (F.
Knickerbocker)

Firms in oligopolistic industries
tend to imitate competitors' foreign
investment strategies

FDl s often a reactive move in response to rivals'
actions;

designed to mitigate the risks of losing market share;

emphasizes behavioral motives behind international
investment

Internalization

The creation of internal markets
and control over specific operations

replaces external market transactions with internal
corporate operations;

countries

Theory (P.J. . - ; : ensures tighter control over critical assets;
Buckley) underpins the decision to internalize . .

uckiey investment activities improves the management and efficiency of

knowledge transfer within the firm
) capital investments shift from more developed
"Flying Geese" Investment fosters economic to less developed countries at different stages of
Paradigm (K. developmgnt by faC|I|.tat|ng industrialization;
technological upgrading across ) ) )

Akamatsu) contributes to the strengthening of national

production capacities and technological capabilities

Eclectic Paradigm
(J. Dunning)

The choice to engage in FDI is driven
by a combination of ownership,

ownership: unique firm-specific assets that justify
investment;
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End tbl. 1

1 2

3

location, and internalization
advantages (OLI model)

- location: market conditions that enhance the
attractiveness of a particular destination;

- internalization: advantages gained by controlling
operations within the corporate structure

Theory of

Competitive Nations enhance their economic
Advantages of development by strengthening their
Countries (M. competitiveness in global markets
Porter)

- competitive advantages arise from innovation,
technological progress, and advanced infrastructure;

- investments support the growth of high value-added
industries;

- the development of industrial clusters significantly
increases a country's attractiveness to investors

Source: compiled by the author.

ing the attractiveness of a market for investment [11].
In today’s globalized economy, investment attractive-
ness has become a major determinant of a country’s
economic growth and global competitiveness. Foreign
investors’ decisions about where to allocate capital de-
pend on a range of factors that contribute to a favor-
able investment environment. Identifying and analyz-
ing these key factors not only provides a clear assess-
ment of an economy’s current attractiveness but also
informs the development of strategies to improve it.

urrent trends in investment attractiveness

are reflected in the Kearney FDI Confidence

Index 2025 report. The Index is determined
by calculating a weighted average of the responses
categorized as high, medium, and low, based on the
likelihood of making direct investments in a specific
market over the next three years. The findings show
that developed economies continue to dominate the
global rankings, securing 19 of the top 25 spots. This
dominance suggests that, in times of global instability,
investors tend to favor economies known for their
predictable growth and high levels of capital security.
For the third consecutive year, the United States and
Canada remain at the top of the index, driven primarily
by the United States’ strength in technological
innovation and Canada’s robust infrastructure.

In Europe, the United Kingdom (ranked 3™) and
Germany (ranked 5") maintain their leading positions,
largely due to the dynamic development of their tech-
nology sectors and stable economic performance. In
the Asia-Pacific region, Japan holds 4th place, dem-
onstrating resilience through innovation and rising
wages. In contrast, China dropped from 3" to 6" place,
primarily due to internal economic challenges, includ-
ing a real estate crisis and uncertainty in trade rela-
tions (Fig. 1).

When it comes to developing economies, their
representation in the index has decreased slightly com-
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pared to the previous year. Only six such markets —
China, the United Arab Emirates, Saudi Arabia, Brazil,
India, and Mexico remain among the top-ranked (see
Fig. 1). Poland and Argentina have fallen out of the top
25, while there has been growing interest in new en-
trants such as Kuwait and Bulgaria.

The study also highlights that economic efficien-
cy, along with the effectiveness of regulatory and legal
systems, has become increasingly important to inves-
tors.

These factors are often the deciding elements in
the choice of country for foreign direct investment.
Respondents noted that macroeconomic stability is
the primary stimulus for investment in 12 out of the
25 most attractive markets.

In conclusion, the findings of the FDI Confidence
Index 2025 reinforce the growing importance of eco-
nomic and regulatory indicators in shaping investment
decisions. They also highlight the trend of increasing
investment concentration in more stable and devel-
oped economies in response to global risks and uncer-
tainties.

ccording to recent research by UNCTAD,

tightened financing conditions have resulted

in a 26% decline in international project fi-
nance deals, which are vital for supporting infrastruc-
ture investment. This downturn has had a particularly
adverse impact on the poorest countries, increasing
their vulnerability to global investment fluctuations.
While investment is expanding in several manufac-
turing sectors closely linked to global value chains,
as automotive and electronics, this growth is largely
concentrated in regions and countries with con-
venient access to major markets. In contrast, many
developing nations continue to face marginalization,
encountering significant challenges in attracting for-
eign investment and integrating into global produc-
tion networks [2].
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United States 2,3848
Canada 2,0932
United Kingdom 2,0769
Japan 2,0276
Germany 2,0154
China e 1,9734
France 1,972
Italy 1,8623
UVAE e 1,862
Australia 1,8475
Spain 1,8295
Switzerland 1,8038
Saudi Arabia S |, 7575
South Korea 1,75
Singapore 1,7345
New Zealand 1,666
Sweden 1,6181
Portugal 1,6157
Norway 1,6019
Denmark 1,5951
Brazil peeeeeesssssssssssssssssssss————— |,5944
Belgium 1,5601
Taiwan 1,5497
India

Mexico

1,5349

Fig. 1. 2025 FDI Confidence Index global rankings

Source: compiled by [1].

CONCLUSIONS

Through the systematization of theoretical ap-
proaches, it can be concluded that the evolution of in-
ternational investment concepts, from classical theo-
ries to modern models, mirrors the transformations in
the global economy, the rise of transnational corpora-
tions, technological advancements, and the increasing
importance of institutional factors.

This article has examined and validated the hy-
pothesis that international investment serves as a
catalyst for economic development. Foreign direct
investment fosters economic growth through direct
financial inflows while also facilitating technology
transfer, human capital development, and the mod-
ernization of production processes. Countries that
actively attract international investments gain access
to advanced technologies, innovative practices, and
new business models, which enhance productivity and
strengthen their economies’ competitiveness. Further-
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more, investments in infrastructure and modern pro-
duction capacities enable countries to streamline their
processes and adapt to global changes. Analytical re-
ports, such as the Kearney FDI Confidence Index, also
indicate that a high level of investment contributes to
stable economic growth by reducing unemployment,
improving social infrastructure, and raising living
standards.

Therefore, international investment not only
stimulates economic activity but also drives substan-
tial structural changes within the economy, making it
a crucial tool for development.

mpirical data referenced in the article confirms

that, at present, the formation of a country’s in-

vestment attractiveness is influenced by a com-
bination of macroeconomic indicators, institutional
stability, the effectiveness of regulatory policies, the
level of technological innovation, and the quality of
infrastructure.

N
w
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However, the research has revealed that, despite
a substantial body of scientific work, the specific ef-
fects of foreign direct investment on different types of
economies (developed, developing, and transitional)
remain insufficiently explored in the context of con-
temporary challenges such as economic instability,
digitalization, and shifts in global value chains. Fur-
thermore, continued research into effective strategies
for attracting FDI, considering national characteristics
and the demands of sustainable development, remains
a significant area for further exploration.

The findings of this study provide a theoretical
framework for a deeper understanding of the role of
international investment in economic development
and lay the foundation for the formulation of practical
recommendations to enhance the investment attrac-
tiveness of national economies. u
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