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Complex state investment policy, directed towards creation of advantage investment surrounding in the
country, its regions and fields of industrial production, essentially grows inflow of investment resources into the
economy. Therefore the necessity to optimize the state legal regulation of the investment process is raised on the
foreground in this work. It has been substantiated that searching of new state instruments of regulation is
necessary in the investment domain. This instrument must form advantage climate for capital investments, which
will be adequate to the objects of stimulating savings and cardinal changing of total economical situation. It has
been proved that today it is necessary to direct even small savings to the investment domain by protecting
marketing principles for solving the most important problems in the sector of private industry.
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Jlamapa Koxkiaypi, npodecop, 10KkTop eKOHOMIYHHX HAyK,
niiicHuii unen Axkanemii ekonomiunmx Hayk ['pysii Ta Hayxosoi Axkanemii Hero-HMopky
Heypsioosa opeanizayia: @ono ginancoso-ineecmuyitinoi norimuxu ma cmpamezii, m. Toinici, I py3is
Banpi N'eubais, mpodecop, ZOKTOP CKOHOMIKH,
Bamymcokuii oeparcasnuil ynisepcumem imeni Llloma Pycmaseni, m. Bamymi, I py3is
Hayionanvnuii incmumym exonomiunux oocnioxcensv, m. bamymi, I py3is
JlepxaBHe Ta NIpaBoOBe Pery/II0BAHHA iHBECTHLIIHOIO Mpouecy

KomrutekcHa JieprkaBHa 1HBECTHIIIIHA MOJIITHKA, CIIPSIMOBaHA HAa CTBOPEHHS IepeBar B IHBECTULIITHOMY
CepeOBUIII KpaiHu, 1i perioHiB Ta cepax MPOMHUCIOBOTO BHPOOHHUIITBA, TO3BOJISIE CYTTEBO 30UIBIIHTH MTPUTOK
IHBECTHIIIHHUX pPECypCciB B EKOHOMIKY. BimmoBimHO Ha mepmuii 1wiaH B poOOTi MigHIMAIOTHCS MHTAHHS
HEOOXIHOCTI omnTMMi3amii Jep/KaBHOTO IMPAaBOBOTO PETYJIIOBAHHS iHBECTHIiHHOrO mpouecy. OOrpyHTOBaHO
HEOOXiTHICTh TOMIYKYy HOBHX JCp)KaBHUX IHCTPYMEHTIB PETYJIIOBAaHHS B iHBecTHIiHHINA cdepi. Li iHCTpymMeHTH
MaroTh (JOpMyBaTH KJIIMaT 3 MepeBaraMu AJs KalliTaIbHUX BKJIAJCHB, SIKMH Mae OyTH aJIeKBaTHUM IpOIiecam
CTHMYJIIOBAaHHS 3a0IIa/DKCHb Ta KapJWHAJIGHAM 3MiHAM B 3arajbHid eKOHOMiuHiN curyamii. JloBemeHa
HEOOXIIHICTh CHPSIMYBaHHSI HaBiTh HEBEJIMKUX 3a0IaJUKEHb B IHBECTHI[IIHE CEpeIOBHIIE Ha OCHOBI 3aXUCTY
PUHKOBHX MPUHIIMIIB JUIsl BUPIILICHHS] HAHOLIBII BXKIIMBUX MPOOJIEM B CEKTOP1 IMTPUBATHOI IPOMHUCIIOBOCTI.
inBecTHIIil, iHBecTHLIITHE 3aKOHOAABCTBO, PeryJIIOBaHHs iHBecTHIIiH, iH0O3eMHi inBecTHwii, iHBecTHIiHHM
Oiznec, ¢inancoBi inBecTuuii, iHBecTHMUiliHA moJiTHKA, iHBecTHUiHHUN puHOK, ¢QiHaHCOBI aKkTHBH,
pecypceu, nopTdesbHi inBecTHil, iHBecTHLilHE MIAHYBAHHA

Statement of the Problem. The fulfilling of the investment work and the development
of the investment potential is one of the most serious scientific problems. It is conditioned by
the special role that is acted by the investments during their progress. The regulations of the
investments relations, making special environment for them, involving correct system of
estimating investing process, importing foreign investments and their effective investing,
correct functioning of the investment market, creating investing banks and the investigation of
other actual subjects would be a serious step in the work of development of the investment in
Georgia.
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Generally, it is necessary to activate investment business in fulfilling strategical tasks
of national economics that requires the state’s active participation. The level of state
participation is greatly defined by the condition of market mechanism formation. To reach
common national interests it is important to have close cooperation among the state, banks
and nonfinancial organizations. the effectiveness of this cooperation has great importance to
escape from Georgia’s economical crisis today. Directions and ways of selection of the state
interference require work out of intercommunication forms of real and financial capital, the
studying of international practice of industrial investment companies funding.

The goal of clever economical policy is in fluxing of the capital dispersed in the
population in the service of the industrial goals. Essentially, such an economical policy is
directed, from one side, towards the eradication of resistance between the interests of the
shareholders, and from another, to protect the interests of the producers of the capital — the
capital recipients.

So, the economical concept of straight and also portfolio investments is essentially
total. They both represent a capital, as the movement of self-increasing value. And still, first
differs form another by the individual aims and interests and the relations between the
participants of the process. Accordingly, the goal of the state is, to let the society get
maximum profit from the activities of every participant of the first and as well the second
occasions. It must be mentioned that the methods of acting of the state will be different in
both occasions.

In the first case, the success of the investor depends upon him/herself, upon the success
of grounding the prognosis of the manufacture development, their affords, correctness of the
made decisions. The correctness of the legislation passed by the state has not less importance.
It must provide minimum expenses of according to the organization and ruling the investor’s
enterprise (business), also the opportunities of foreseeing the prognoses of the development of
the enterprise (business) and also mental substantiation. From the second side, the state must
guarantee that the capital investments must not give rise to abolish the balance of the society
interests. One of the ways of destroying the concurrent is purchasing the manufacture
(business) of the concurrent. The monopolizing of the economy may give rise to the provision
of the social interests.

Analysis of Recent Researches and Publications. In spite of the fact that serious
works are published about investment activity, theoretical aspects research of investing
process, direct and portfolio investment [5; 2; 12; 17; 1 etc]. In our opinion less attention is
paid to investment planning and important problems of state regulations. Lawful regulation of
direct and portfolio investment requires further studying, related investment planning,
featuring explanation of real and financial investment process regulation, its main stages,
participation and defining factors formation of their functions, main point of investment
planning and definition of periods, etc.

Statement of the Objective. The necessity of the solution of above mentioned
problems caused the following requirements to the objectives of this work:

- investigation of the essence of state and lawful regulation of direct and portfolio
investment;

- substantiation of main tasks that should be supported by the state while investment
regulation;

- selection of fulfilling criteriums of real and financial investment;

- analysis of validity of investing risk factors while fulfilling investment projects;

- review of main kinds of investment risks on the account of specific character of
Georgian investing climate.

The Main Material. 1. Subject — matter of investment process and its main stages.
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According to the said above, the investment process is the successiveness of the stages,
motions and operations of the investment business provision. The concrete flow of this
process depends on the investment object. Consequently, the division of the investment
process into the stages is provoked by the kinds of the investments. We speak, of course about
the real and financial investments.

The investment process consists of two main stages; they are (1) making decision
about the investments and (2) realization and exploitation of the investments. It is adopted to
divide the first stage into several separate phases (under types), which characterize the real
and also financial investments. The quantity of these phases may be different, but three of
them are the most typical: a) underlining the goals of the investments; b) definition of the
investment direction and c) selecting the concrete object of the investments.

In the process of getting decision about the investments different goals are defined and
reflected. The ascending goals are the formal ones, which are in the future used as the criteria
of selecting investments. The formal goals come from the strategical firmness of the
investment.

Working out the strategical direction of the investment business is connected with the
defining equality of this or that form of the investments on the concrete stage of the
perspective period and also with the definition of the direction of investment business
including its branch consisting part. The priority selection of the investment forms at this or
that stage by the investor is provoked by a number of inner and outer factors.

The functional direction is the most important from the inner factors, those are the
basic kinds of the investor’s (manufacture, organization) activities. For example, basic
direction of the investment businesses for the institutional investors is investments into the
securities. The manufactures of the real sector of the economy, which perform the industrial
activities, give priority, as a rule, to the investments into the material and nonmaterial assets.

The financial investment is realized mostly in the form of the manufactures’ (as
concurrent, so partner ones) participation in ruling purchasing shared securities, or in the form
of temporal placement of free money sources for speculative goals.

From other inner factors important role in selecting the investment direction is played
by the strategical direction of the operational activity, size of the manufacture (organization),
the stage of the investor’s vital cycle and others.

From the manufactures and organizations of the real sector of economy the growth of
financial investments characterizes, as a rule, large-scale industries, which have more
opportunity of finding the sources of placing funds into the investments, and those
manufactures, which are at the stage of the so-called “ripeness”. More extended form of
investments at the earlier stages is the investments in the material and nonmaterial assets.

Among those outer factors, which make an essential influence upon selecting the
investment forms the most important are the rate of inflation and the percent rate formed at
the financial market.

The formal goals may be the aspiration for increasing profit, widening the scales of the
manufacture (activity), obtaining power and prestige in the society; also, solving the social-
ecological problems, keeping and increasing the working places and so on.

These goals are not often defined distinctly, are not coordinated according to the
priorities or are not verified at the subject of the ability of their realization. That’s why, it’s
necessary to point out the real goal of the investments from the formal goals by establishing
concrete purposed showings. For example, the formal goal — increasing profit — must be
concretized in a number of showings, for which the definition of the achievement quality will
be possible. Concretely, it may be the middle quantity of the profit for several years or the
showing of net profit, or those other showings, which characterize the earned profit from the
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investment.

Formal goals of the investments make the decision of defining problems about
investment directions easier. Mutual connected, independent and alternative (inter excluding)
investments may also be among them.

According to the formation of investment portfolio, the investment process becomes
importantly easier at the expense of reducing its stages. In the foreign literature dedicated to
this problem, they differ following stages of the investment process:

1. Selection of the investment policy;

2. Analyzes of the investment market;

3. Re-inspecting the portfolio of the securities;

4. Estimating the investment effectiveness [5, p. 3-4].

At the first stage they define the investment goals and the volume of the necessary
sources for its realization, also the quality of risk and profitability for every financial
instrument. Selecting those financial assets of the potential kind, which may be included into
the portfolio, fulfills this stage.

At the second stage, they concretize the rate of value of the securities’ separate kinds
on the foundation of marketing conjuncture formed at the concrete moment and provide the
prediction of the share rates’ dynamic of the concrete firm. Such kind of approach is called
technical analyze. Basing on the got data they conduct fundamental analyzes. Its essence is
analyzing the brought value of all those cash money flows, which is expected to get by the
owner of the financial asset.

Third stage of the investment includes selecting concrete assets for the investors, also
defining the optimal proportions between the assets in the bounds of investment capital. The
bases of it are selection, selection during the operations and the diversification of risk
according to total profile.

The fourth stage concerns the periodical estimation of the current portfolio according
to the changing the investor’s goals and its deviation from the optimal portfolio. After this
selling of the part of purchased securities and buying new ones become possible.

At the last stage they provide periodical estimation of the factual profitability and the
level of risk and their comparing with the existed standards [2, p. 12].

To the circle of main participants of the investments belong: state, regional and local
organs of the government, manufactures and physical persons: they can participate in the
process of investments from the side of demand and delivering.

In the conditions of the market economy the circle of the participants of investment
process is importantly widened. The web of commercial banks, credit-commercial
organizations, investment funds of companies and insuring companies have appeared which
make independently the investment decisions. But still, the state and governmental regional
and local organs define their participation in the process of investments. It is represented by
holding investment competitions, by selection and proving the investment projects, by
licensing and quoting the production, and also by defining the quantity of the percent rate and
taxation. The financial activities of the state, the organs of regional and local government as
from the demanding, so the delivering side, influences essentially upon the behavior of the
financial institutes and market.

Main distributor of money at the financial market is the population, because it gives
much more to the investment process, then takes. Of course, it will not be said about the
organs and manufactures of the executing government.

The researches of the foreign scientists U. Sharp, G. Alexander and G. Bailey show,
that wholly the state and manufactures are net consumers of the money sources, that is that
they use more sources then give [17, p. 10]. More concretely, many large-scale companies for
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realizing their long termed aims need enormous quantities of money for building factories,
buying furniture, working out new products and so on. Besides, by realization active and
difficult strategies of ruling cash cash masses, they appear to be main purchasers of securities.
Such a situation is created on the side of the state, regional and local governmental organs, the
activities of which is connected with the capital investments and guaranteeing current
expenses.

The organs of executive government fill the insufficiency of the money sources by
producing debt commitments and obligations, and companies by producing shares and other
securities.

The consistence of the investment project participants and fulfilled functions provided
by them, are defined by the following factors:

- the specifics of investment project, its volume, technological hardness and so on;

- compatibility of functions by the participants of the investment project during the
realization of the project;

- financial status of the customer, who increases or reduces the in fluxing the
financial structures in the realization of the investment project;

- providing the customer with the best material resources, building materials,
techniques, furniture and so on;

- selection of the type of ruling the investment project (traditional or progressive).

In the ruling the investment projects with the traditional type they differ its following
basic participants: sponsors, constructor, distributor of the furniture, the consultant of
insurers, legal adviser, the consultants of the taxation and financial branch, creditors and
others.

Let’s discuss them in more details.

In a wide understanding, a sponsor is a guarantor; a physical or juridical person, who
finances an economical project or a registration of social activities. Also, an orderer, an
organizer of a large-scale project or arranger sponsor may be as commercial, so
noncommercial structure.

As to the sponsor, as the participant of an investment process, we may call it an
orderer, organizer, who connects then activities of every participant of a project, arranges
discussions, analyses commercial suggestions of the constructors of financial structures or
distributors, realizes marketing researches and selection of the financial partners. In the
separate occasions, it becomes responsible for fulfilling such functions of the constructing
engineering, as engineer-consulting service, projecting-construction and analytical-calculating
works, preparing a technical-economical substantiation, organization and ruling of the
manufacture, working out recommendations in the sphere of production realization. These
reduce the quantity of the investment process participants.

Project-construction and construction organizations or individuals act the role of a
constructor, which is the provider of the work. The constructor can involve other persons in
the process of fulfilling the order, who become the sub-renters, and the constructor
him/herself becomes the general renter. He appears to be the main fulfiller of the constructive
lease agreement and is responsible the before the orderer for the fulfillment total complex of
activities established in the agreement.

Distributor of the furniture represents the filial, foster companies or those other firms,
which have signed at distributing furniture and providing services. If the manufacture
registers an agreement with an orderer for a complex distribution of materials, building
techniques and furniture to many of firms, it becomes the general distributor and answers for
the whole distribution.

The insuring consultant is invited for displaying the insuring risk and estimating the
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quality of the project’s safety, also, for working out the appropriate recommendations. The
juris-consult provides the preparations of the juridical documentation around the project,
discusses wholly agreements and contracts.

The consultant of the branch of taxation questions analyzes the taxation situation
existed in the country for realizing the project and also the taxation obligations of every
participant, makes recommendations for minimization the taxes.

Financial consultant provides the selection of financial, credit and calculation
conditions by combination of the alternative variant for the realization of the project. In the
case of influxing foreign investors into the project, he must bring it to the appropriation with
the existed international standards. This will make easier the status of the potential investors
and creditors.

Creditors, as the participants of the investment process, lend money in different terms
and conditions. Under these conditions, the creditor has a right of demanding from the debtor
to return credit or fulfill other obligations. A state, bank, manufacture or a physical person,
investment funds and others may be the creditors.

A traditional form of ruling the investment project, in the time of which the orderer
carries out him/herself the functions of ruling, has several defects. First is that the most part of
the orderers is not competent enough in every question connected with the project. It makes
the level of the risk stronger during getting the ruling decision that gives rise to a number of
expenses. Second one is that, the successful ruling, according to the experiences, requests the
leader’s systematic participation in the investment process, because the orderer is not always
able to do it. And third, this form of ruling the project is characterized by the comparative
dispersion of phases and stages as in the time, so in organizing. All these gives rise to the
additional problems in the provision of the s’ agreement of its every participant.

Overcoming the mentioned imperfection happens at the moment of moving to the
progressive form of the investment project ruling. Its essence is that the leader (manager) of
the project becomes the basic figure in the organization and ruling the investment businesses.
This may be a construction or construction-projecting organizations’ especially prepared
high-qualified specialist or an experienced leader. He/she provides a general ruling of the
project including finances, personnel and the construction works.

2. Planning and selection of objects of investment process

The final phase of the first stage of the investment process is the selection of concrete
objects of the investment, which is fulfilled in the process of planning investments. They, as a
rule, call the process of investment planning the process of forming such a portfolio
(investment program) of the projects, which may be discussed as one of the alternative and
mostly desired variant for achieving the investment object [1, p. 57]. Mostly using the
mathematical models, which have no ability at all of reflecting every factor of the investment
business, provides the planning of investment. That’s why the results of modeling don’t
provide making such straight decisions, which would be the guarantee for the achieving the
set object. The manufacture’s operative management basing on the results of planning and
taking in mind other non-formalized factors provides getting the final decisions about those
concrete objects of the investment, which must be included into the investment program of
the manufacture.

The investment model is called such a mathematical model, with the help of which it is
possible to estimate the effectiveness and resulting of the investments, as towards the set
objects, so towards the sources for reaching it [1, p. 60].

We must take into account the fact, that the real investments together with achieving
the set objects cease quantitative changes as in the material-technical, so in the financial
spheres. As to the financial investments, they are separated and touch mostly upon the
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financial side of the manufacture’s activities.

The investment business also may be isolated (separated) and interconnected. In the
first case, in the process of investment business they discuss only alternative variant. Mutual
connected investment planning also takes in mind the alternatives of getting decisions in the
spheres of financing and organization. So the subject of isolated planning is working out the
investment program. In the second case, the aim of the planning is industrial sphere wholly.

Any planning means distinctive period, during which the fulfillment and realization
(exploitation) took place. This period is always reduced. It must be mentioned that the subject
of investment planning terms is always conflicting. Basic question of the discussion is the
ability of correcting the decisions under the influence of the phenomenon happened after
finishing the planning section. Though this is a just demand the definition of the future
investment decisions’ influence is possible only after these investments are realized.

In the process of investment planning, they divide the terms of planning into the
intervals, which are called periods. The realizing decisions of one period are belonged to the
beginning of end of the appropriate period. It’s important that this is not reflected at the
conceptual side of the investment decisions and influences only the numbering of the period.
Got results from the realization of the investments are expressed by the taxes, which are
divided into delivery (for example, paying off the other industrial subjects by the investor)
and incomes (for example, paid fee to the investor by other industrial subject).

The total sum of the payment during the concrete period equals to the sum of the
realized delivery and incomes. If their balance is positive — that is the income overcomes the
delivery or on the contrary.

The quantity of those periods during which the income-delivery of the sums takes
place, is called either the term of the investment exploitation (in the case of the real
investments), or the term of action (in the case of financial investments). This portion of time
is either defined beforehand, or discussed as alternating quantity (at the time of getting
investment decisions). The freed invested sources are called commonly disinvestments.

In the system of investment planning, the goal of the capital investment in this or that
period of time may be the growth of property, increasing the income flow, making the
investment profitableness higher and other showings, which characterize the ability of getting
prolonged profit.

In the investment models of the planning, the volume of capital investment may
change in the definite period of time, for which the plan is working out. During getting
decisions, the priority is given to those projects, which guarantee the incomes from the
realization of the investment in shorter time. Combination of the payments flow in this or that
period of time is realized by the discount method.

The isolated planning of investments is realized during the given budget toward the
separate investment objects or the separate investment programs. The term of the investment
(investment projects) exploitation may be discussed as an alternating or fixed parameters. The
market of capital may be improved and also not improved. The separation of these markets is
carried out by usage of distinctions between the percent rates of deposits and credits. Number
of limitations of the financial resources in the isolated planning system may be belonged to
any period of planning.

3. Interconnected planning of investments

The interconnected investment planning is realized in tight relations with planning the
industry-financial activities. This relation is based on the complex formation of the cash flow
taking in mind the fact, that like every activity the realization of every investment project
needs the financial provision. This means that in the process of realization of the investment
program, it is important to balance its financial parameters with the industrial and financial
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parameters of the manufacture, also, taking in mind the possible reductions. We mean, firstly
the potential of own investment resources, the possibility of influxing loan capital, necessity
of branch and regional diversification of the investment businesses, also, provision of
effective balancing of inner balance, that is profitability, risk and liquidity of investment
businesses.

The system of interconnection planning means the existence of many criteria during
the selection of investment projects. It is based on ranging the goals and aims of the
investment businesses in the system of the goals of business leading, according to either time,
or meaning.

The differentiation of the criteria of investment projects’ selection takes place, as a
rule, in the section of concrete forms of independent, inter-exclusive (alternative), and
interconnected investment projects. Ranging of the goals requests the raging of criteria too.
Usually, they use criteria of the net brought values and inner percent rate (inner
profitableness) mentioned above, as basic criteria.

During the interconnected investment planning the system of reduction concerns basic
and additional reductions. Basic reductions are the most important criteria of the selection.
For example, if established basic criteria of the selection of investment projects are the
showing of the project’s net brought value, the basic reductions may represent concrete
meanings of the following showings: inner percent rate, the total risk level of the project, the
terms of repurchasing the investment project and so on.

The additional reductions may be: the level of diversification of risk at the expense of
regional and branch consistence; the value of the borrowed capital; the terms of realization of
the investment projects; the size of the total volume of investment resources; the volume of
the production and realization of the product and so on.

The concept of the second and third phases is essentially different from the real and
financial investments, and it is stipulated by the peculiarity of their realization.

In the modern conditions the real investment is the foundation of investment
businesses of the most manufactures. The realization of the real investment is characterized
with a number of peculiarities; we can separate following ones:

1. The real investments are straightly connected with the basic activity of the
manufacture, the widening of the assortment of the production and improving its quality with
the help of involving the achievements of the scientific-technical progress. In other words,
investment business and real investment processes are connected and condition each-other;

2. The real investments, relatively to the financial investments, are followed by bigger
economical risks, which, in its turn, mean the ability of providing higher profitableness
relatively with the financial investments. Economical risks are connected with the peculiarity
of the technological processes, factors of the material wearing out and so on;

3. Real investments are less liquid relatively with the financial ones. The reason for
this is a tight purpose of most of the investments in the real industry and very often absence of
the abilities of alternative industrial usage. That’s why it is extremely difficult to compensate
mistakes made during getting decisions about real investments.

Real investments are realized differently by the investments in the in the basic capital,
capital investments in the turnover assets and investment in nonmaterial assets. The
realization of the capital-investment, in its turn, happens in several forms and, firstly, it is
building of new manufactures, reconstruction of the existed ones, modernization, technical re-
equipment, and also, purchasing total prosperity complexes.

Purchasing total prosperity complexes is the prerogative of the largest companies with
such a policy, which is directed towards increasing its influence at different markets. Real
investments of this kind guarantee growth of the total value of the manufacture’s assets,
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which is conditioned by the growth of abilities of financial potential and joint usage of the
system of materials, reducing the level of the manufacture expenses and so on.

New building, usually, is connected with the investments in such modern manufactures,
which increases the labour production and satisfies the request of the ecological security, also,
means the building of new objects.

Reconstruction in the most cases requests moving to the modern technologies of the
industry taking in mind the achievements of scientific-technical progress. As a rule, it is
connected with the involving of the resource economizing technologies, moving of the
production to the modern standards of the quality and so on. The reconstruction may touch
upon the building of new objects.

Modernization mostly is connected with bringing to conformity the active part of the
basic funds to the modern requests of realization the technological processes.

Technical re-equipment touches upon the changing and purchasing new furniture,
mechanisms and basic complexes of the technical system for effective realization of the
technological processes. It is not always possible to put a sharp boundary between technical
re-equipment and modernization.

Investments in the turnover assets as a rule, serves for widening the turnover funds
used by the manufacture. In the most cases it is realized following the capital-investment
realization and this essentially is the result of realization capital-investments.

Investments in nonmaterial assets generally mean innovational investments and
realized in two basic forms:

- ready scientific — in the form of given patents of technical production, scientific
achievements, inventions, commodity marks and so on;

- with the help of independent machining of the scientific-technical production.

Most part of the real investment forms and kinds — the turnover assets, excluding the
innovations of separate kind of the furniture, mechanisms and so on, - are realized in the face
of real investments having appropriate business-plans. In the business-plans of the investment
projects together with the traditional section the subjects of providing the needed level of
liquidity of the real investment objects and minimizing the level of investment risks must be
worked out and shown.

For preparing the organization and realization of every needed plan documents, as a
rule the leader is appointed. The most important plan documents are the calendar plans of the
projects and their capital budgets.

The calendar plans are made for definite period of time — year, quarter, month or
decade. The data of terms and volume of the realization the separate kinds of activities
foreseen by the investment project are represented in them. The terms and character of the
activities define the quality of detailing the calendar plans.

Fulfillment of the calendar plan is straightly connected with financing the activities of
the investment project. For this purpose, the financial plan is worked out, which, usually is
called “the capital budget of the investment project”. The volumes, terms and sources of the
financing any kind of activities considered by the project in the section of separate phase of
the calendar plan are substantiated and established in it.

Capital budget consists of two sections: capital expenses of the projects and influxing
the needed sources for its realization. The capital expenses are the specified estimation of
initial volume of the investment expenses taking into account the reserve of those financial
sources, which are needed for recovering unexpected expenses according to the calendar plan.

The section of the “source influx” of the capital budget is the specification of volume
of the investment needed resources for the project realization in the section of own sources of
the investor, influxed sharing capital, leasing, banking credits and so on.
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The synchrony of the income of the sources and the volume of investment expenses
must be provided in the capital budget for realizing the works foreseen in the calendar plan.

4. The kinds of investment risks

An important element of the project’s calendar plans and systems of sustaining capital
budget taking into account the factors of the investment risk and working out the activities for
their neutralization. The investment risk, as a rule, is discussed in the prism of possibility for
getting unprofitable financial result. The forms of its displaying may be loosing the planned
investment income or shortage for vagueness in the realization of investment projects. The
investment project risk is a complex concept and units those various kind of risks, which are
connected with the realization of investment projects.

Every stage of the realization of investments is characterized specific kinds of risks.
That’s why estimation of whole risk of the project is provided on the foundation of
aggregated facts according to the separate stages.

The realization of any investment project is in its essence a unique phenomenon for
even one-typed projects. This circumstance makes the individual approach necessary, taking
into account the specific information, which is connected with objective and subjective
factors of occurring risks during the realization of the investment processes. The long is term
of the project realization; the bigger is the vagueness of final results of its realization and,
consequently — level of the risk.

We mist take into account the planned size of the cash incomes to get from the
investment project depends on future status of appropriate segment of commodity market and
effectiveness of commercial activity of the manufacture. It means that the investment risks are
greatly conditioned by the commercial risks of a manufacture. In other words, there is a
straight connection between the length of the vital cycle of the project and level of the
investment-projecting risk. The completeness and trustworthy of the gathered information
about every stage of the project’s realization, the level of qualification of the investing
management defines greatly the substantiation of taking into account the various factors of the
different types of risks.

Let’s name the basic kinds of the risks of investment projecting taking into account the
specific conditions in Georgia [9, p. 649-651].

The risk of inability of paying is in important connection with fulfillment of state
obligations of the partners in the business, also, lowering the level of liquidity of the turnover
sources.

The risk of financial provision of the project is connected with the late influx of the
investment resources from the separate sources, the danger of incomplete financing because
of increasing the value of the capital, which is needed for the realization of the project. It is in
a straight correlation with the risks of inability of paying and inflation.

The risk of financial infirmity of the manufacture. It is characterized by the flow of
invested own and borrowed capital and the incomes conditioned by the investment project
and unbalancing of the flow of payments. This risk, together with the risk of the inability of
paying is one of the most provoking reasons for bankruptcy of the manufacture.

The risk of inflation is connected with the possibility of devaluation of the expected
incomes from the investment project and raising the value of capital expenses expressed by
the nominal price. In the modern conditions the risk of inflation has permanent character and
touches upon most parts of the operations of the project’s realization. Solving the problem of
its taking into account and softening neutralizes this permanency.

The percent risk is related with the risk of inflation. It has own specific in Georgia,
which is conditioned by the peculiarity of formation of the financial market and its being not
developed.
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The marketing risk is the risk of getting incomplete income from the investments on
the stage of the project’s realization conditioned by the active circumstances at the expense of
the volume and exploitation of the realization. The long are the terms of the project’s
realization, the higher is the possibility of this kind of risk.

The criminal risk is conditioned, at the first place, by the absence of the appropriate
defense of the rights of the investor’s privacy that appears in the economic of our country the
most often.

For neutralization of the possible negative results of the investment projecting risks
various measures and arrangement are worked out, which are grouped into the inner and outer
measures. Inner measures of the neutralization of the risks concern the foundation of the
various insurance and financial funds (reserves) and working out such measures, which will
suppress possibility of raising this or that risk. This may be refusing using the low-liquidated
assets and the borrowed capital of the important volume, also the mechanism of transferring
the risks following the separate operations to the partners.

Foundation of the insurance and financial funds means the reservation of one part of
the investment resources for getting over those unexpected negative results, which are not
related with the actions of personnel and contractors of the manufacture. Of course, wasting
of the part of the own sources of a manufacture, or, more concretely, “freezing”, makes
important getting the loan at the market of finances for filling it, that makes the dependence
on the outer sources of financing the investment projects stronger.

The outer methods of the neutralizing the projecting risks, in the first place, is insuring
the project risks of separate kinds and guaranteeing by the third person. The object of the
insuring is the property of the manufacture, which is used in the process of investment
process; the responsibility of the manufacture and its personnel towards the third persons;
insurance of the participants of the investment project’s realization. The mechanism of
guaranteeing is oriented firstly towards the protection of the investors’ rights in case of
changing the investor’s conditions.

5. The peculiarities of realization the financial investment

For the manufactures, which are not institutional investors, the basic direction of the
investment business is the realization of the real investments. Herewith, when the conjuncture
of the financial market gives the ability of getting significantly higher level of profitability at
the invested capital, then the operation activity at the commodity market (the formed situation
at the market of securities in Russia in 1995-1996 is a good example of this). Also, in case of
existence of temporary free financial resources, the manufactures actively invest sources into
the high liquidate financial instruments. Except this, the manufactures invest own capital
other manufactures’ regulation funds for diversification and ruling other companies and
organizations.

From the economical point of view, the financial investments are such instruments,
with the help of with the solving the strategical and operative problems of effective placement
of the capital in the country and abroad. The financial investments are mostly realized in the
manufactures in the time of having free money sources. They appear in the face of outer
investments (except the occasions, when the manufactures expiate their own securities, for
example shares) [17, p. 115].

The most part of the manufactures realize the financial investments for the purpose of
getting additional investment income (speculative income) from the usage of the free money
sources. The concrete choice of the concrete instruments of the financial investments is wide
enough even in the conditions of already formed market.

The level of profitability received from producing the investments into this or that
instrument is in the straight relation with the level of risk. Higher is profitability, the higher is
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the risk of financial set-back.

In the purpose of getting the desired level of profitability of the financial investments
and the diversification of risks, the enterprises (investors) purchase financial instruments with
different levels of profitability and risk, that is, in other words, they create the portfolio of
financial instruments of specific character.

For the changing character of the conjuncture of the financial market, the process of
getting desired level of the profitableness requests permanent monitoring of the various
instruments’ profitability, risk and liquidity and also making the appropriate ruling decisions
related with changing the portfolio of finances; it means the reducing or increasing the share
of this or that financial instruments. Such kind of correcting is called “the restructuring of the
portfolio”. It is the basic concept of the financial instruments’ operative ruling in the
manufactures.

Basic financial instruments of the speculative portfolio of the finances the shared and
debt securities, also, deposits and the currency valuables. During the monitoring process,
depending on the type of the financial instruments, they take into account and analyze a lot of
factors, which influence upon the levels of their profitability, liquidity and risk. From the
factors which negatively influence upon the profitability of the shared financial instruments,
the most important are:

e growing the level of taxation of the manufactures’ investment profit;

e the conjuncture changing of the volume of emitent companies’ selling (it
especially touches upon the oil companies);

e reducing the level of dividends for reducing the volume of the profit;

e reducing the price of net assets of the emitent manufactures;

e speculative games of the participants of stock market.

The growth of the percent middle rate at the market; increasing the level of inflation;
increasing the level of taxation of emitent manufacture’s investment profit; degradation of
the level of financial firmness of the manufacture; degradation of the pay ability of emitent
manufacture belong to the factors, which reduce the level of liquidity of the debt securities.
The level of registration rate of the central bank; the firmness of the national currency;
financial stability of the institutions of the deposit kind; changing of the percent middle rate at
the financial market make and essential influence upon the profitability, risk and liquidity of
the cash instruments [12, p. 54].

According to the results of the investment market monitoring, they display the separate
instruments of the speculative investments and also the tendency of the levels of profitability,
risk and liquidity of the whole portfolio. Based on the received information, they make
decisions about the necessity of the portfolio restructuring and its direction.

The investment resources during realization of the financial and real investments are
used as in the cash, so in the natural form. The formation of the investment resources of the
manufactures is connected as with the manufacture itself, so with the processes of gathering
and keeping, which take place in the whole country. The rates and scales of the keeping and
gathering the investment capital are conditioned by the level of the country development and
also the level of the population’s profitability.

The process of formatting the investment resources in the manufacture is permanently
working in the face of the incomes received from the basic activities and the activities not for
realization, also by taking loans and others. The concrete quantity of those sources, which are
used either for the investments, or the consuming needs, are defined by the finance-industrial
plan of the manufacture. it depends greatly upon the values of their influx, the growth of the
manufacture’s capital and its structure. If a large portion belongs to the sources in the
structure, then the abilities of loaning are reduced. At the same time, the value of additional
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resources influx increases because of increasing the credit risk.

In the system of effective planning of usage and analyses of the financial resources it is
very important to point out those various groups of the investments, which differ in specifics
and request the usage of the adequate methods of ruling. They differ several characteristical
features, with the help of which the classification of the investment resources takes place.

6. State’s role in the direct and portfolio investment regulation

In the process of evolution of the capitalistic relations together with gathering cash
capital the investment activity is developed, which becomes part of financial activities at the
market of capitals. At the same time, from the point of providing financial services, the
diversification of legislative forms of the activities takes place.

It must be mentioned, that the forms of the capital investments which existed earlier
did not disappear at all, on the contrary, old and new forms of the investments are in the
process of developing, sometimes cross each-other or interlace. For example, purchasing the
shares of the manufacture (which is founded as a form of the portfolio investments), are often
used for the straight investments and is reached by expiating the control package of the
shares, which is provided by confluence and connection of the manufactures.

According to the aforesaid, it is possible to display an economical essence of the
concept “investing” and to describe in common features the development of those legislative
forms, which guarantee the capital investment. The provided analyzes showed that the
developments of legislative forms, which define the investments, were realized in the form of
diversification. This gave to the investor an opportunity for defining effective means (ways)
of the investment in the concrete occasions, by taking in mind the possible loss of the invested
capital (industrial risk in the case of the unsuccessfulness of the manufacture) and the growth
of the investor’s own income (in the case of success of the manufacture). Herewith, the
investor stands in front of the dilemma any way; how to be involved into the process of
production: with own participation together with the capital or only by capital investment.
The participation of the clerk in the industrial activity guarantees the maximal character of
control at the industrial risk: exactly the investor (him/herself or the person empowered to act
for him/her) makes the decision or influences upon making decisions about the development
of manufacture (business) and appropriately gets income or loses according to the rightness of
the made decisions, or the level of substantiation of the worked prognoses.

Very often the clerk doesn’t want to participate him/herself in the industrial activities
and is bounded only by supplying the free capital. The investor, who takes part in the process
of supplying capital, in fact, is not interested in the successfulness or unsuccessfulness of the
production. Such investor is interested in the received income from the invested capital, that is
by the form of those dividends, which are paid to him, as a shareholder, or this is a positive
distinction between the value of the purchased shares by him and their secondary selling price
[3, p. 49].

Such investor is less interested in the fortune of the manufacture, the shares of which
he/she has purchased. More concretely, he is interested in the fortune of this manufacture
from the point of the paid dividends® [6, p. 152]. From one side, the founder of the joint-stock

1 1t’s necessary to bring the description of the share capital, which is discussed by R. Hilberding: “Share — it is
the title on the income. Debt influx to the future manufacture, agreement for co-participation of the profit. As
this income is capitalized and this defines the value of the shares, an opinion of existence of the second capital in
the form of almost the share prices. This latest is pure fictive. Really, there is only an industrial capital and
brought profit by it, though it doesn’t prevent “the existence of a fictive capital, as the object of summing out and
it must be pointed as the joint-stock capital, really it is not a capital, but the value of income, the ability of which
is defined by the fact, that every cash amount in the capitalist society is the profit making that’s why, on the
contrary, every income is represented in the cash forms” [6, p. 152].
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company creates the manufacture not only for him/herself but also for the indefinite masses,
the influx of which he is going for participation in the process of production. The interest of
the future participants is oriented to get as much income as possible from the manufacture.
This has the secondary meaning for the founder. Also, the recipient of the investments after
placement of the shares and receiving the investigated investments, after permanent
placement of the shares, looses the interest towards further fortune of the shares, which
turnover in the market. He is interested in the course of the shares from the point of the
perspectives of success in the placements, during further emission.

In such situation, the whole society and the state, as the expressers of the total interests
are the mostly interested in satisfaction the interests of investors (the goal of whom is to get
maximal income), also manufacture and clerk as the recipient of the investments (the aim of
which is the successful industrial activity). The goal of clever economical policy is in
influxing of the capital dispersed in the population in the service of the industrial goals.
Essentially, such an economical policy is directed, from one side, towards the eradication of
resistance between the interests of the shareholders, and from another, to protect the interests
of the producers of the capital — the capital recipients.

So, the economical concept of straight and also portfolio investments is essentially
total. They both represent a capital, as the movement of self-increasing value. And still, first
differs form another by the individual aims and interests and the relations between the
participants of the process. Accordingly, the goal of the state is, to let the society get
maximum profit from the activities of every participant of the first and as well the second
occasions. It must be mentioned that the methods of acting of the state will be different in
both occasions.

In the first case, the success of the investor depends upon him/herself, upon the success
of grounding the prognosis of the manufacture development, their affords, correctness of the
made decisions. The correctness of the legislation passed by the state has not less importance.
It must provide minimum expenses of according to the organization and ruling the investor’s
enterprise (business), also the opportunities of foreseeing the prognoses of the development of
the enterprise (business) and also mental substantiation. From the second side, the state must
guarantee that the capital investments must not give rise to abolish the balance of the society
interests. One of the ways of destroying the concurrent is purchasing the manufacture
(business) of the concurrent. The monopolizing of the economy may give rise to the provision
of the social interests (for example, by the way of starting high monopoly profits).

While realization of the regulation of straight investments, the state must guarantee the
fulfillment of the following goals:

- creating the advantage conditions for realization of the total industrial activities
(the fulfillment of this goal is possible by passing correct legislation about the industrial
activity, protecting and guaranteeing the established norms and creating systems of foreseeing
and justifying decisions);

- guaranteeing protecting the competition, for directing the industrial activity, also
creating justifying conditions for the clerks.

When the state carries out these goals successfully, his existence at the market is
unnoticeable, at least, for the national (local) investors. For the foreign investors, who provide
investments at the foreign territories, there is the possibility that envy, unfriendly actions will
be held against them. Such actions are held only because he/she is a foreigner (Physical
person, or juridical one). The arranging of the international assignments and the development
of the norms of international low and total principles, in the modern conditions, will not allow
the discrimination of the foreign investors. The guaranteeing the justifying conditions for the
competition at the national market, touches upon the interests of local and foreign investors
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equally. Thus, it is important to guarantee keeping the letter of the regulating legislative
norms of the straight foreign investments and also international agreements and assignments.

Opposite to the straight investments, where the situation is controlled by the investor
him/herself, realization of the portfolio investments requests the interference of the state. In
this case, main goal of the legislative regulation consists in formation of such environment, in
which the investor will be able to estimate objectively the perspectives of the investments in
this or that manufacture, in case of need to get a qualified help from independent and
accordingly the interested experts. And finally, portfolio investors, in case of abolishment
their rights, must be guaranteed by legislative defense. Solving the mentioned problems is
provided in the following ways:

- by formation a special organ by the state, which will be responsible for
controlling realization the emission of the securities, at the same time to keep the letter of the
legislative requests;

- to put demands towards the issuer for providing the information about the cases in
the given manufacture;

- to put special requests and controlling the activities of the professional participants,
who provide consultation or other services for the investors (during realization of investments
in the securities).

While realization of the portfolio investments, the foreign portfolio investor is under
the same risk as the local one, thus, there is no importance for requesting special regime or a
special regulation mechanism towards the foreign portfolio investor. Though, it must also be
mentioned, that a state, the physical and juridical persons of which act the role of the portfolio
investors in the foreign countries, influences upon the activities of the state, where the
recipients of the portfolio investors are, and who request from the state guaranteeing an
adequate control at the security market. Accordingly, when the state provides the receipting
and doesn’t provide a control of security market, doesn’t advise the portfolio investors to
place their sources there. That’s why; the countries are to be oriented towards the realization
of requests for portfolio investment regulation.

Thus, while defining inter-marking principles of straight and portfolio investments, we
must manage by the following ideas:

Firstly, according to the interests and policy of the state, which influxes straight
investments into not quite attractive domain (for example, large expenses and log term for
expiation investments, a low level of incomes, a large risk for being unsuccessful (investigate
activities in the geology)) additional guarantees for the investors must be taken into account
(for example, the guarantees that the manufacture of the investor will not be destroyed, until
the definite level of rentability is achieved); or partial compensation of the investors expenses
if the manufacture doesn’t give an expected result under the objective conditions (for
example, the discovered natural minerals appear to be useless for the industrial exploitation).

And secondly, the interests of the investor him/herself must be discussed form the point
of straight investment. In other words, he/she must state own desires from the point using
capital investments in the manufacture and also, his/her participation in the process of
production, sharing ideas, technologies and other forms of participation.

The state legislation may establish formal criteria, marks, according to which the
qualification of the investments unto the straight and portfolio investments takes place. The
size of the investments, the size of the share participation of the investor and a defined
legislative form of the investor? belong to the group of the formal investments. It must also be

2 as an example for such formal criteria, towards which the OECD member countries of the Euro Union are
oriented, may be the criteria, which is brought in the A addition of the code of liberalization of the capital
circulation. Concretely, according to this codex, to the number of the straight investments belong: foundation
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mentioned, that finally such formal criteria are the exposures of the so-called “theory of
control”. According to this conception, the straight investor keeps the right for controlling
his/her placed sources and take part in the activities of the enterprise, from the point of
“industrial exploitation” of the capital.

The peculiarity of the meaning of investments (post-communist) consists in its
beginning, which comes from the resources bowels of the planned socialistic system of
industry. Differing peculiarity of the planned economy was, that money sources were
discussed within their bounds in the sort of conditional unit of the value measures (as an
expression of the wasted labour). In the conditions of the so-called “socialism” money sources
couldn’t turn into cash capital and they were never discussed as capital, as self increasing
value, even because a capital was discussed as an instrument for labour sources’ exploitation,
or for appropriation of the waste production. Thus, the former USSR low doesn’t consist
legislative norms, which touch upon the movement of cash capital or legislative forms of the
investment realization.

At the same time, the development of each enterprise every time requests mobilization
of resources (material and labour). “Inks and Pharaohs could provide huge social activities (of
course, according to the peculiar, definite opinions of the necessity) without money. Though,
political systems, where the authority was stronger or more limited, they couldn’t provide
investments (not even the growth of the welfare), until they developed cash systems. Thus
“money becomes the means changing the authority, which guarantees and economical growth
and turns into an instrument for collective production” [18, p. 94].

Saying no to the recognition of money and money capital, including the ideological
reasons which had place in the former USSR, didn’t mean solving the problems about
opportunity for resource mobilization while deciding the subject of widening the manufacture
production.®

At the first place it must be mentioned, that ignoring the importance of the role of
money and mostly the role of cash capital in the development of the enterprise, doesn’t mean
refusing money as it is. Money was existed in the time of socialism (even in the time of card
system). Essentially, the distinction between capitalist, that is market economy and socialistic,
that is planned (industry) economy means, that in the first case the responsibilities for
providing crediting are distributed between the state and private banks; while in the second
case, the state simply transmits its responsibilities to the governmental banks. These latest
realize it not by guiding the market requests, but under indications of the state planning
organs” [18, p. 90].

The agreements about leasing were used as the legislative forms of solving problems of
influxing and mobilizing material resources for the development of the production in the
capital building.

and widening of the branches of wholly-owned enterprises, virgin enterprises, purchasing the existed enterprises,
taking part in the working activities of the existed or newly created enterprises, borrowing money for the 5 year
term. We must pay attention to the fact, that the category “enterprise” is understood not from the economical,
industrial meaning (that isn’t the place of providing business, work) but as an legislative organization. In the
latest occasion, we’d mean not the “enterprise”, but “business organization”.

* Some quotation from the dictionary of the political economy may be brought as an example for the ideology of
the category of “cash capital”. More concretely, in the article, which opens the essence of the *“cash capital” we
read: “usage of the cash sources in the form of cash capital expresses the relations of exploitation of the workers
hired by the bourgeois. On the contrary, in the conditions of the socialism, acts a role of common equivalent of a
special kind, which is successively used for the organization of industrial accounts, registration and control, for
production and distribution of the social product, for measuring labour and usage. A new social contest of money
in the conditions of socialism consists in the fact that they express social labour, which unites social owning and
that’s why, they can not be turned into exploitation means (that is cash capital) [11, p. 78-81].
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The leasing agreements in the capital building were discussed as “planned agreement,
which was put between socialistic organizations, under the authority of which, one side,
orderer, took responsibilities for building and representing the object in the terms foreseen by
the plan, and the second side, the fulfiller took the responsibilities for provide investments in
teh building organized by him/her, receive and compensate the provided building activities”
[8, p. 435].

It is also interesting, that in the given definition of the discussed agreement the
problem of mobilization of the material recourses is hushed up in the formulation of the
“planned agreement”. In the given definition, main accent is made not on the process of using
resources, but on the result — building of the object. Thus the subjects, which have principle
meaning in the case of the movement of the cash capital itself (investments), are left without
being regulated. We mean the growth of investment sources and receiving income, as the goal
of investment.

On the contrary, during such regulation central question of the object relations is: “that
according to the capital building, material object of the leasing relations is building of the
manufacture, living house and so on according to the plan. But in the logistical relations of
such kind as special meaning is earned by the juridical object — the activity of the tenant, on
whom the orderer is really depended. The meaning of the juridical object consists not only in
the truth, that the furniture must be a result of the activity of leasing organization, but also in
the fact that this activity exists under direct control of an orderer. According to the realization
of the activity mentioned above, a long-termed relations are formed between the
counteragents” [8, p. 450]. According to the financial aspect of the leasing agreement in the
capital building, “main source of financing the capital building are unreturnable budget
sources” [8, p. 451] and there is no question about the profitability of the investments and the
cash capital itself, as the self-increasing value. In other words, everything that was connected
with the capital investment, its legislative phenomena, which regulated the movement of a
capital, was hushed up and changed by planned distribution of financial resources. Also, cash
sources, being on the account of financing capital investments and were directed by the
orderer, had a strict purposeful means and they could be used only for the needs of capital
building, according to the established plan” [18, p. 435-463].

The condition in which the ignoring of an economical essence of objectively existed
phenomenon takes place within the bounds of the researched legislative form, which gains the
legislative form of capital building, couldn’t be left without influence upon the effectiveness
of the given construction. The occasion, that a low effectiveness of the economy and high
level of the production is discussed to be the reason for conducting economical reform, is not
accidental.

In the transitional economy, together with the development of new approaches the
logistic of post communist space, is not yet released from the stereotypes of “before
Perestroyka” regulation from the point of legislative forms. It tries to fit the known concepts
to the new reality. Secondly, being in captivity of an idea of great effectiveness of capitalistic
economy, the society consciously or unconsciously closed its eyes for estimating the capital
effectiveness. “We speak not only about that the financial structure is unstable; it increases
the inequality even for that it offers great opportunities to the financial organizations, their
rulers and servicemen to “earn” more quantity of money in a short period of time. It increases
the abyss between wealthy and poor people. The society treat envy the bankers and financials
not because their wealth, but because their wealth is not related with production, they created
money out of the money” [18, p. 463].

A legislator of post communist domain (the goal of which is to influx foreign
investments at any cost), being under influence of the strict illusions, tried to work out such
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lows, which, in the first place, would be attractive to the investors, mostly the foreign ones.
That was because the legislator didn’t see and didn’t want to see in his/her country among the
population owning the cash sources potential cash capitalists. These stereotypes and illusions
influenced essentially upon the so-called “first wave” logistics about the investments.

The logistic of the post communist domain discusses investments as cash sources,
purposeful banking accounts, shares, and other securities, technologies, vehicles and
furniture, licenses, also commodity marks, credits, any other prosperity and prosperity rights,
intellectual values, which are placed in industrial and other activities for the purpose of
getting profit (income) and positive social effect.

The given definition, principally, express the essence of the regulated relations, which
represent a capital, as a movement of the self increasing value (if we don’t take into account
the additional goal — “reaching additional social effect”. Though, in the future, the low is
submitted to logic regulation leasing agreement of the capital building, using such categories,
as an orderer, an object of the investment activity, financing investment activities and so on).

The legislative acts passed in the 90s defined greatly an opposing character of the
logistic according to the foreign investments® [14, p. 89]. A basic opposition in the low about
foreign investments is the irrelevance according to the regulating subject stated earlier. In the
second paragraph of the low about foreign investments, the investments are defined to be
prosperity and intellectual value of every kind, which are placed by the foreign investors for
the purpose of getting profit (income). Third paragraph of the mentioned low concretizes the
methods of realizing the investments. That is, essentially explains the meaning of the word
“investment” from the legislative point of view” [14, p. 127].

Basic defect of such quite spread definition of the “investment” is that an economical
essence of this regulated phenomenon is left without attention by the legislator. That’s why
the defect of the given termini is quite clear.

The logistic missed the economical essence of the investments, an economical form of
a capital as self-increasing value.

Such purchasing of the property by a foreigner is left to be just a purchasing.
Essentially it is a simple waste of the cash sources, changing it on the consumer’s value.
Investor becomes an investor only in the case of placement his/her sources as the means for
making profit, in Marx’s words: “waste value”. In this situation, the investor needed some

* it must be mentioned, that passing the act in 1991, the logistic about influxing foreign investments, passed
several stages. At the first stage, the legislator let the capital investments only from the countries, which were the
members of economical mutual helping union, and only by creating the so-called united industrial organizations.
At the same time, an economical essence of already provided relations — capital movement was refused. In
exchange for this, it was underlined that the united enterprise is the form of a social-economical integration. In
the future it became possible to influx capital not only from the socialistic countries, but also from the capitalistic
and developing countries too. Though, only form for providing investments was creating the united enterprise, in
which there were only legislative subjective organizations. There foundation was possible on the agreement
basis, which was put between the participants of the united enterprise and they acted according to the charter. In
the future, the liberalization was reflected in the basic logistics about foreign investments of the USSR and the
union republics. As a result, it became possible to found a united enterprise by 100% foreign investments [14, p.
127].

® According to the act “About Foreign Investments” 1991 (third paragraph), the investments are provided in the
following ways: by shared participation of the manufactures, which are created by juridical persons and citizens,
also by participation of other countries; Creating manufactures, which belong to the foreign investors, also the
branches of the foreign juridical persons; purchasing manufactures, prosperity complexes, buildings,
constructions, shares of the participation in the enterprises, obligations, other securities, also purchasing other
property, which may belong to the foreign investor according to the active legislative acts; gaining the rights for
using ground and other resources; gaining other owning rights, other activities from the point of providing
investments, which is not prohibited by the active low, including loans, credits, property and property rights”.
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guarantees from the state, on the territory of which the investments are provided. That’s why
the defects of the acts “about the investments activities” ad “about foreign investments”
passed in that period, gave rise to the conditions, that there was no mechanism for effective
regulation. When the unimproved character of the logistics became clear, a necessity of
looking through the regulation mechanism of the relations with the foreign investors and
changing methods of approach towards them come out® [14, p. 116-124].

According to the defects of the legislative thesis mentioned above, we think it is
important to cite a quotation from K. Marx’s capital: “money, as an independent expression of
a definite value — notwithstanding the fact of its existence in the sort of money or commodity,
may change into capital and as a result for this changing, turn into the self-increasing, grown
value on the basis of capitalist enterprise [10, p. 371-372]. We can’t say the same about our
lows about investments. They have in a way regulated the subjects of foreign investments.

Instead regulating the questions according to the status of foreign investor, the low
about foreign investments was oriented toward legislative thesis of manufactures, which had
business with foreign investments.

The result: the definite necessity for passing acts about “second wave” of the
investments and investing is still an order of business.

The most important problems of the investments and investing in every society (in the
conditions of every industrial mechanism and every model of investment development) are:

- defining an optimal share of real, financial and intellectual resources of the
society used for the investments;

- guaranteeing appropriating and proportionality in the movement of real, financial
and intellectual investment processes;

- directing investments towards realization of the industrial fields and separate
investment projects;

- keeping proportionality between every ring of united investment process of the
society and achieving an optimal structure of total investments and their separate Kinds;

- guaranteeing high effectiveness of the investments fastening their turnover,
relative reduction of the expenses, while corresponding real, financial and intellectual
effectiveness according to the growth of useful turnover.

From the problems mentioned above, the last one needs to be concretized. The
establishment of complete conformity between the effectiveness of real, financial and
intellectual investments (we mean real investments, which are measured by real and financial
aspects of the subject of effectiveness) is practically impossible, but there is an aspiration for
reaching complete conformity between them. Though such aspiration is possible until a
definite boundary. It is related with the exactness of measuring real, economical processes by
the cash forms, but not until the level of submission of every real process to the criteria of
rentability of investment financial resources.

We have business with high rentability of investment-financial resources when:

- takes place an appropriate high effectiveness of real investments, which is
measured in the sort of increases of real social wealth following conforming growth of the

¢ Unimproved character of the legislation about investments consists in the fact, that there is no normal inflow of
the investments, and normally functioning investment market. For proving these, we can display numbers about
financial market of China. According to the whole capitalization, joint-stock market of China (581 billion
dollars) occupies the sixth place in the world and exceeds almost 10 times analogue showing of the Russian
empire. More then 1000 companies are in the Chinese joint-stock listing. That’s why it’s evident, that straight
foreign investments placed into Chinese economy during last three years (115 billion dollars) exceed 14 times
the analogue showing.
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real investments by conforming reducing of expenses of real investments resources;

- herewith, part of the grown social wealth is sold in the highest price at the market.

Though, it is not always needed to sell in the highest price the results of effective
real investments. Very often it is advisable to transmit the kindness created by the
investments in advantage prices or absolutely free to the consumer. We mean the basic
producer of the society, working force — in the fields of a high-qualified service, growing
up, education, culture, and medical services and so on. The investments in human capital
(human resources) are the most effective according to the real aspects. From the point of
terms, their real effectiveness are expressed not by the straight usefulness of the services of
the educational, cultural and health protecting spheres, but by the growth of fertileness of
labour in every field of the public industry. This, finally, will be reflected in the growth of
financial effectiveness of the fields, in which the investment expenses took place
(education, culture, and health protection), also in other fields of public industry. We mean
the fields, which supply a market with much higher level and quality of commodity and
service on the expenses of importantly increased quality of the working forces by
comparably less expenses.

Appropriate correlation has place according to used and branch sciences. For
example, in the USA the agrarian science is financed by the budget. In this sphere, scientific
researches, from the point of financial view, are not able to make financial profit
(compensation of expenses), but with the help of productive effectiveness of agrarian
industry, such budget (not market) financing, provides the compensation of the expenses.

In the country, which is rich in own energetic and row material resources, it is
discharged to keep prices for energy carriers, energetic and row material. The goal of such
policy is to stimulate development of native reproducing fields. Increasing the volume and
profit of the manufacture in the reproductive fields importantly covers reducing the financial
profitableness of warmth-energetic complex and also the fields, which produce row materials,
in the given occasion. This, at the same time, will make the level of the people’s lifestyle
higher, also the incomes of the state budget (at the expense of growing mass of taxation) and
an investment potential of the self-development.

Conclusions and prospects for further researches. Investment consisting parts and
investment policy may be discussed at comparatively different levels of management — state,
regional and enterprise. Basic purposes of investment policy are creation of optimal
conditions for atomization of investment potential. These purposes are: 1) creation of image
of the object of investment attractiveness (country, region, enterprise); 2) creation of the
image of investment attractiveness; 3) direct budgetary investments; 4) investment resources
of banking system; 5) mobilization of inner investment resources of the enterprise; 6)
economical results of investment policy.

State regulation of investment domain of the economy must provide settlement of
investment domain and accordance difficult consisting fields, achievement of optimization in
the activities of relations economical subjects.

The essence of the principles of indicated regulation consists in harmonization of
private capital and state interests in the way of agreed objects and their processing, also in the
mechanisms of their achievement.

Today there are following real preconditions for realization of principles of indicated
regulation of investments. First, in the face o large-scale joint-stock companies, finance-
industrial groups and other structures they form national corporation capital. Second, large
capital today is interested in active collaboration with the state. Third, attracting and using of
temporarily free cash sources are one of the potential sources of investments.

According to the mentioned above, we can come to two conclusions. First, searching
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of new state instruments of regulation is necessary in the investment domain; they must form
advantage climate for capital investments, which will be adequate to the objects of stimulating
savings and cardinal changing of total economical situation.

Second, real alternatives for coming out of investment crisis situation are not oriented
towards resources of savings, which are made by the market subjects. Today it is necessary to
direct even small savings to the investment domain by protecting marketing principles for
solving the most important problems in the sector of private industry.

Realization of basic principles of adequate regulating of the investments leans upon
following instruments: 1) leading role is obliges to the conclusion of investment agreement,
which foresees mutual obligations of the state and basic investors of the capital; 2) price
policy at the investment market is agreed from the side of industrial subjects.

Realization of conditions of mutual interest of the sides in the fulfillment of the
strategies o investment development and creation of advantage conditions to the investors.

They discuss some models of investment processes in the theory and practice o
economical development of the country. Each one is characterized by special goals and
objects. At the different stages of economical development of the country and under foreign
economical conditions these models are quite flexible, they may pass the way of
development from one stage to another and on the contrary. Complete is that model of
investment processes, which guarantees prediction of country development, supports
effective growth of the economy and gives the opportunity for solving concrete social
economical and political problems of the state in definite terms. They discuss models of
following kinds: 1) investment process under state protection under conditions of complete
liberalization of the economy; 2) a model of investment process under conditions of
complete liberalization; 3) a model of mobilization of investment process; 4) planned-
distributing model of investment process; 5) a model of investment process for combined
economy.

State regulation of economy means strategic prediction and planning of development
of fields and enterprises in the way taxation advantages; it also means realization of
investment processes of in the real economical sector.

The state is to support development of the forms of property, according to the state
interests and objects and it represents various tax and other advantages, i.e. to use additional
financial priorities, to distribute total state financial resources in the benefit of prior fields and
enterprises.
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Jlamapa Kokuaypu, mpocdeccop, TOKTOp SKOHOMHUECKUX HAYK,

JNeHCTBUTENBHBII WwieH AKaJeMHH SKOHOMIUecKHX Hayk ['pysun u Hayuroit akagemun Hero-Mopka,
Henpasumenvcmsennas opeanuzayus:. PoHO QunaHco80-uHEeCMUYUOHHOU NOTUMUKY U CIpamezul,
2. Tounucu, I'pysus

Baapu I'eubaus, npodeccop, TOKTOp IKOHOMUKH,

Barymckuii rocynapcTBenHblit yHuBepcuteT umenu Illora Pycrasenu, r. batymu, I'py3us
HaunoHnaybHbII HHCTUTYT SKOHOMHUYECKUX UCCIeN0BaHul, I. batymu, I'py3us
I'ocynapcTrBeHHOe U IPaBoOBOE peryJIMpOBaHHe HHBECTHIMOHHOIO NpoLecca

KomrutekcHast rocy1apcTBEHHAs MHBECTHIIMOHHAS TTOJIUTHKA, HAPaBJICHHAs HA CO3/IaHNE TIPEHMYIIIECTB
B WHBECTHLHOHHOHM cpeJe CTpaHbl, €¢ PErHoHOB M cdepax NPOMBIIUIEHHOTO IPOU3BOJCTBA, IO3BOJISET
CYILIECTBEHHO YBEIMYUTh IMPUTOK HMHBECTHIMOHHBIX PECYpCOB B 3KOHOMHKY. LleneBoil HampaBieHHOCTBIO
JAHHOW CTaThbU SABJSIETCS HCCIIEIOBAaHME BOMPOCOB B cdepe 0OOCHOBAHMS HEOOXOIMMOCTH ONTHMHU3AINU
rocyJ1apCTBEHHOTO M MPAaBOBOIO PEryIMPOBAHUS HHBECTHLIMOHHOTO IpoIiecca.

HccnenyeTcs CyIIHOCTh TOCYIApCTBEHHOTO M IIPABOBOTO PETYJIMPOBaHUS, OOOCHOBBIBAIOTCS 3ajau,
IpHU pEIIeHHH KOTOPBIX B TPOLECCe HMHBECTHIMOHHOTO PEryJIMpPOBaHUS HEoO0XoauMa TOCyIapCTBEHHAs
TIOJI/IEPKKa, OMUCHIBAETCS TIPOIIECC BHIOOPA KPUTEPHEB OCYIIECTBICHHS PEAbHBIX U (DMHAHCOBBIX MHBECTHINH,
NPOBEJCH aHanmu3 (aKTOpOB BO3HMKHOBEHMS HMHBECTUIIMOHHOIO pHUCKa B TIPOLECCE  BBIMOJHEHUS
WHBECTHLIMOHHBIX IPOEKTOB, CHEJNaH 0030p OCHOBHBIX HWHBECTHLHOHHBIX PHCKOB C YYETOM Creln(pUKH
MHBECTHLIMOHHOTO KiauMmarta [pys3un. OOOCHOBAaHO, 4TO TOCYJapCTBEHHOE DPEryJlHpOBAaHHE HMHBECTHUIIMOHHBIX
IIPOLIECCOB - 3TO COBOKYITHOCTH TeX (pOpM M METOJI0B, KOTOPbIE 00ECIEYHBAIOT, BO-TIEPBBIX, CAMHCTBO YaCTHBIX
U TOCYJapCTBEHHBIX MHTEPECOB, BO-BTOPBIX, (POPMUPOBAHHE PALIMOHAIBHBIX IPONOPLUI MEXKIy MpoleccamMmu
WCIIONIb30BAHNs, HAKOIUICHWS M WHBECTHLHUH, B-TPETBUX, KOPPEISIIMIO MEXIy IPOTHO3UPOBAHUEM Ha
WHBECTHUIIMOHHOM PBIHKE, HHCTPYMEHTaMH FOCYapCTBEHHOTO PETyTMPOBAHMS M BIUSHHSL.

JlokazaHa BaXXHOCTb IIOMCKAa HOBBIX T'OCYJApPCTBEHHBIX HHCTPYMEHTOB  pPETyJHpPOBAHHSA B

WHBECTHIIMOHHOW cdepe, KOTOpBIe MOJDKHBI O0ecTeyrBaTh (OPMHPOBAHME ONArONpUATHOTO KiIWMaTa s
KallUTAIBHBIX BIIOXCHHUM, aJEKBAaTHOTO IIpoOIleccaM CTHUMYJHPOBAaHHA COEpEeKEHMI W KapAWHAIBHBIM
M3MEHEHHSIM B 0011el S5KOHOMHYeCKOo# cutyarn. O00cHOBaHa HEOOXOIMMOCTh HAIIPABICHHS Ja)ke HeOOIbIINX
cOepexxeHNH B MHBECTHLIMOHHYIO CpPELy Ha OCHOBE 3aIUTHI PHIHOYHBIX NPHHIMIIOB Ul PELICHUH Hanboiee
BaKHBIX ITPOOJIEM B CEKTOPE YACTHOHM MPOMBIIIICHHOCTH.
WHBECTHIMH, WHBECTHIMOHHOE 3aKOHOJATeJbCTBO, PperyJHpoBaHHe WHBECTHLMI, WHOCTPAHHbIE
WHBECTHIMH, HMHBECTHIMOHHBbIH Ou3Hec, ¢(HUHAHCOBbIe HWHBECTHIMH, WHBECTHLIHOHHAS TOJIUTHKA,
HHBECTHIMOHHBII PBIHOK, (PUHAHCOBBIC AKTHBBI, PeCypchl, NOPT(eJbHbIe HHBECTHIMH, HHBECTHIIHOHHOE
TUIAHUPOBaHMe
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