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The article considers the forms of
financial regulation of the investment
process in the European Union. The
problems and directions for improving
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budgetary and investment financing in
European countries are identified. The
necessity of using the European experience
of creation of investment platforms in the
EAEU countries with the purpose of co-
financing investment projects with the
participation of international financial
organizations, national development banks
and private investors is substantiated.

HUA cogepweHcmeosaHusa 6K0xemHo20
U UHBECMUUYUOHHO20 (PUHAHCUPOBAHUA 8
egponelickux cmpaHax. Ob6ocHosbisaem-
cA HeobxoO0umocms UCMOMAb308AHUA €8-
ponelickoeo onelma c030aHUA UH8ecMuU-
UUOHHbIX naamgopm 6 cmpaHax EA3C ¢
yenbo Co-(PUHAHCUPOBAHUA UHBECMuUyu-
OHHbIX MPOEKMo8 ¢ yyacmuem MexOyHa-
POOHbIX (PUHAHCOBbIX Op2aHU3ayul, Hayu-

OHAbHbIX BAHKOB passumuAa U 4YaCmH»bIX
uHeecmopos.

The experience of regulating the investment process in the context of Eurasian Economic
Union with the participation of Belarus, Russia, Kazakhstan, Armenia and Kyrgyzstan is
currently an insufficiently studied academic area. This circumstance makes it vital to study
the experience ofimplementing socialand economic processes, including the laws governing
the mechanism for regulating investments in well-established integration associations, in
particular in the European Union (EU).

Application of the above methods together with analysis of relevant academic literature
has made it possible to determine that the EU has asingle investment regulation mechanism,
which is implemented in the following areas:

e Having common goals and instruments selection for the implementation of the
investment policy within the EU,

e Formation and functionality of a supranational regulatory mechanism that facilitates
investment,

e Creation and reformation of the institutional and legal and regulatory framework,

e Stimulation of the flows of investment, based on the overall socio-economic
development goals of the EU member states, accounting for national interest,

e Development of governmental and business interrelations for widening of the
sources of investment financing,

e Developmet of a favorable investment climate within in the integrated association.

Regional development has always been and remains one of the priorities of the
integrated financial market of the EU , implemented through a policy of adjusting the
level of national economic and financial systems for higher consistency. The process of
financing investments, organizing it, identifying priority areas for regional development
is implemented in the EU through a system of budgetary financing. Budgetary resources
are distributed through five specialized structural funds of the EU (ESI Funds). The total
budget of structural funds is approximately 450 billion Euro for the period of 2014-2020.
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The funds are transferred through the mechanism of national co-financing of long-term
targeted programs.

It should be noted, that to date the experience of implementing investment programs in
the EU through structural funds differ to some extent in their effectiveness. This is to some
extent is due to the flaws in centralized financing. In particular, the insufficient targeting
of the financial resources mobilization, overfunding of individual projects, and sometimes
— dispersion of funds. There are also shortcomings in organization, implementation
and management of investment programs. As S. Glinkina and N. Kulikova point out, the
experience of recent years has shown weak ability of the integration model of economic
growth practiced in the Central East European countries. The significant transfers made
by the EU from structural funds and the Cohesion Fund to the new EU countries (in the
total volume of 2.6 % of their total GDP) could not stop the tendency to increase the
heterogeneity of the Europe [1].

Budgetary financing for regional and sectorial development is an important, but not the
only source of stimulation of investment within the EU. The subject of our analysis is that
part of it covers the regulation of investment flows for the purposes of economic growth.
This direction is carried out at the integration level —through the European Commission (EC)
and the European Investment Bank (EIB), and at the national level — through the banking
and budgetary systems, as well as the financial institutions of countries. The reflection of
these actions is currently the adoption of the so-called Junker Plan (Investment Plan for
Europe, 2015). It is prepared by the European Commission and the European Investment
Bank to stimulate investment within the European economy [2].

The most important element of the financial provision of the Investment Plan is the
European Strategic Investment Fund (EFSI) with an initial resource of 21 billion Euro.
This amount of resources will allow investors to create a pool of additional funds for
investments, that will be managed by the European Investment Bank (for supporting
infrastructure and enterprises) and the European Investment Fund (to support the small
and middle enterprises). The European Investment Bank is depending on the scale of the
project, can invest in three options: directly, either through financial intermediaries or
through investment platforms. The choice of the financing option depends on the scope
of the project, the level of investment risk and some other factors. To finance medium-
sized projects (up to 25 million Euro), as well as for projects with high added value, the EIB
developed a portfolio approach, creating so-called investment platforms.

The Investment Plan provides an opportunity to apply different options for sharing the
resources of the EFSI and structural funds to finance priority projects within the EU. The
first option provides co-financing, when the support of structural funds programs covers
part of the cost of the project. For example, a national investor provides a portion of the
initial investment amount. The remaining part of the financial resources is covered by the
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structural funds in the form of a grant, and the remaining part of the resource is covered by
the loan from the EFSI. The second option reflects the situation when the money available
from the structural funds provides the basic financial need of an investment project
through an international or cross-border financial instrument, in the form of a loan or a
guarantee. The support of the EFSI is ensured by the EU guarantee. The internal investor
also participates in the financing, therefore making the project more attractive due to
the guarantee and credit provided by the structural fund. The third option involves co-
financing of structural funds and the EFSI at a higher level than individual projects through
the formation of an investment platform into which the EFSI and other investors channel
their resources in the form of a multi-level fund. Thus, the investment platform accumulates
capital from the EFSI and separates funds from the structural funds programs, as well as
their investment in specific projects, in which national investors can also participate.

Investment platforms are a relatively new entity in the financial markets. They combine
the resources of state investment structures at the European and national levels, as well
as involving private investors. In this process, commercial banks, investment and pension
funds, sovereign investment funds and other financial institutions participate as private
investors. Traditionally in Europe, this function was performed by the commercial banks.
However, it is now established that banks are not always able to effectively perform their
investment tasks. In this connection, attention is now focused on the direct movement of
resources through financial markets. To a large extent, financial assets are accumulated
in the securities market, through the issuance of bonds and other debt instruments. In
such conditions, the role of financial intermediaries — subjects of the securities market —
significantly increases.

Experience of the mechanism for regulating the investment process in the EU makes
it possible to draw some conclusions that should be taken into account in the process of
forming investment regulation mechanism in integration associations with the Republic of
Belarus:

e the main goal of regulating the investment process in the integration association is
the long-term investments growth of the real sector of the economy. At the same time,
it is necessary to achieve financial stability of the balanced and uniform development of
individual national economic and financial systems. This feature is directed at increasing
sustainable economic growth and improving welfare of the population within the integrated
association,

e regulation of the investment process within the framework of a regional association
is a long-term dynamic process that requires constant improvement and adaptation of its
methods and tools to the achieved level of socio-economic and political development of
the member states,

e market regulation of investment in the integrated association should be based on
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the use of progressive financial instruments and intermediaries, the degree of activity of
which depends on the level of development and features of national financial markets.
The formation of an integrated financial market is the determining condition of a single
regulatory mechanism and provides additional sources of investment financing,

e state financial participation in stimulating the investment process is expedient
to realize through investment platforms. This applies to joint platforms for collective
investment involving international, national government investment structures, as well as
private investors - banking and non-banking financial institutions.
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