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This study identifies the impact of sys-
temic risks on the company’s strategic
development prospects through attracting
investments and ensuring their insurance
protection. The company’s strategic devel-
opment model predetermines the level of its
investment activity at various stages of the
life cycle. This is important because there is
an urgent need for the Ukrainian economy to
attract foreign investment for the post-war
reconstruction of the country. But there are
objective difficulties associated with the com-
plication of actualizing the investment posi-
tion of enterprises in the leading sectors of the
economy, taking into account the challenges
and threats caused by the military aggres-
sion of the Russian Federation. Conditions
of entropy, which indicate unpredictabili-
ty and variability in the business environ-
ment, expose enterprises to great risks. It was
determined that the investment position of
the business entity should correlate with the
strategic model of its development and repre-
sent a balanced mechanism. This has made it
possible to reasonably systematize the risk of
investment activities and approaches to their
management. Statistical analysis became the
basis for evaluating the dynamics of direct
and capital investments in the leading sec-
tors of the Ukrainian economy. The results
gave grounds for asserting a significant dete-
rioration of the investment climate in Ukraine
as a result of the war. The level of direct and
capital investments is low. We focused atten-
tion on the possibility of flexible adjustment
of strategic development plans to unforeseen
risks. The proposed recommendations, unlike
existing onmes, consist of a combination of
state and market levers to stimulate invest-
ments in the economy of Ukraine. Existing
military risks restrain the investment activi-
ty of stakeholders. Therefore, the conditions
Jor the practical implementation of the mech-
anism of distribution and reduction of risks
are the formation of insurance protection of
investments for investors

Keywords: development model, manage-
ment strategy, investment position, system-
ic risks, insurance protection of investors’
investments
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1. Introduction

Under the conditions of rapid and unpredictable changes

The modern position of the enterprise on the market, the
intensity and nature of the competitive struggle, the pur-
posefulness of measures to increase the efficiency of business
processes and the competitiveness of products determine
the prospects for the strategic development of a certain eco-

in the external environment, errors in the company’s strat-
egy have a significant impact on the results of its economic
activity as a whole, and the performance separately for oper-
ational, financial, and investment activities.

No economic entity under conditions of entropy is able to
be in a state of equilibrium for a long time due to the variabil-

nomic entity. These prospects may differ significantly under ity of the external environment. If the enterprise does not
develop or has ineffective management, then the threat of

ordinary circumstances and under conditions of uncertainty.
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losing market positions and, as a result, bankruptcy becomes
real. The vector of development is determined not only by
the operational strategy but also by the company’s financial
policy and investment position.

It is known that any tracking system that does not have
direct interaction with the environment gradually becomes
chaotic (unordered, disorganized). Open business manage-
ment systems are also prone to such a tendency if there is no
skillful management to restrain negative processes under the
conditions of a rapidly changing external environment. That
is why, for the effective implementation of management pro-
cesses, the management of a business entity needs informa-
tion not only about current activities but also about certain
resource opportunities and development potential, taking
into account the threats and challenges of today.

Therefore, it is a relevant task to carry out studies on
determining the influence of systemic risks of enterprise de-
velopment on the actualization of their investment position
under conditions of entropy and the construction of a model
for balancing the interests of the insurer, the insured, and the
investor in the process of insuring investment risks.

2. Literature review and problem statement

In work [1] investment strategy is defined as an integral
part of strategic planning. It is emphasized that it includes
the following directions: risk management; program-target
planning and drawing up capital budgets; strategic analysis;
strategic management. It is noted that the company’s strate-
gic development model predetermines the level of its invest-
ment activity at various stages of the life cycle. Making stra-
tegic investment decisions is the result of consideration of
alternative ways of achieving a strategic goal by choosing the
most effective of them from the point of view of practical im-
plementation. But the author of the study does not propose
the practical implementation of the identified directions on
the example of an enterprise of a specific industry in order to
assess the level of complexity and specificity of implementa-
tion in field conditions. The reason for this may be objective
difficulties associated with obtaining relevant information.

In work [2], the research is directed to the problems of
the functioning of enterprises with an emphasis on the fact
that for modern business entities, the uncertainty and risk-
iness of any innovations are characteristic. The researchers
note that the tool for overcoming entropy under such con-
ditions is strategic planning, which must be flexible and
mobile, subject to correction due to data updates and rapid
changes in the external environment.

Work [3] also states that the management of a business
entity is closely related to planning. It is emphasized that
the company’s resources are always limited, accordingly,
their creation, distribution and use can be managed through
the formation of tactical and strategic plans. The author’s
position is interesting in that under modern conditions
planning should ensure the production of competitive prod-
ucts with optimal use of all resources, i.e., guarantee the
flexible development of the enterprise in the future. At the
same time, it is substantiated that financial planning is the
basis for managing types of activities (operational, financial,
investment), material flows, financial relationships with
counterparties. The author suggests that the financial ser-
vice implement new tools and systems that allow prompt
response to all changes in external and internal factors. But

what exactly these tools and systems should be was left out
of the researcher’s attention and was not specified. This may
be due to limitations in the scope of the study.

In work [4] it is emphasized that due to a significant
number of risks and uncertainty, business entities are forced
to adapt to changing conditions. The authors emphasize the
expediency of the transition from strategic planning to an it-
erative approach, according to which plans are adjusted as up-
dated data is received. The authors also suggest moving from
comprehensive to diversified planning, which will increase
responsibility for decisions made at each level of management.
This especially applies to investment decisions. A diversified
approach is fully justified in terms of entropy. But in the study,
questions regarding approaches to transition from compre-
hensive to diversified planning remained unresolved.

The author of work [5] noted that the attraction of
investments in the economy of Ukraine and its post-war
recovery is possible under the conditions of creating a sys-
tem of insurance of military and political risks. The success
of attracting foreign investment depends on the optimal
combination of state and market levers. In work [6], the
trends of foreign investments in the post-war period are
defined in such fields as: energy, military-tech, cyber secu-
rity, construction, retail, infrastructure, health care. But
in studies [5, 6], the questions regarding the mechanisms of
attracting foreign investments remained unresolved, which
may be associated with significant costs in terms of conduct-
ing research in certain industries, which makes the relevant
studies impractical.

The authors of work [7] note that the use of strategic
planning can significantly improve performance. But in the
works cited above, issues related to the development of a
mechanism for the implementation of strategic planning at
enterprises of a certain industry remained unresolved. This
may be due to the difficulties of obtaining the necessary in-
formation or the inability to use it in free access.

The authors of paper [8] consider the classic risk model
with liquid reserves and proportional investments, and also
investigate the expected total discounted dividend. The in-
tegral differential equations of the expected total discounted
dividend satisfying certain boundary conditions were de-
rived. But the protection of investors’ investments remains
outside the attention of researchers, which may be related to
certain difficulties in obtaining clear solutions to the equa-
tions of the proposed model.

Work [9] investigates the Gerber-Shiu function for
the insurance surplus process with additional investments
according to the Bachelier model. The Gerber-Shiu func-
tion allows one to study the moments in the decay time
when the excess is negative for the first time. They provide
an exact solution for the probability of bankruptcy if the
sum of claims follows an exponential distribution. In the
general case of the distribution, a numerical method of the
Gerber-Shiu function is proposed using a finite differential
method based on an integrated-differential equation. But
the protection of investors and the balancing of the interests
of all participants in the process were neglected.

Strategic (long-term) decisions are primarily related to
investment decisions, i.e., decisions about current expenses
for the purpose of receiving income in the future, for exam-
ple, decisions about capital investments, financial leases,
financial investments, etc.

So, summarizing the above studies, we can conclude that
the advantages of strategic planning are:



— increasing the company’s ability to overcome changes;

— improving the coordination of the business entity’s
activities and minimizing irrational actions to overcome
unexpected and unexpected changes;

— ensuring effective diversified distribution of resources;

— promotion of a holistic, integrated approach to the en-
terprise as a market entity and its environment;

— distribution of responsibility not only by types and
areas of activity, but also by current and future activities.

In general, the strategy of any enterprise is a set of cer-
tain policies, positions, procedures, and business approaches
to ensure the long-term success of this enterprise within a
certain market segment. The management strategy consists
in choosing and justifying the policy of attracting and effec-
tively deploying resources, primarily financial.

At the same time, not the least role is played by the
investment position of the enterprise, which can be repre-
sented by a set of assets that the enterprise owns in order
to enable its operational activities and receive income in the
future. Such assets include equipment, real estate, finan-
cial instruments (for example, stocks, bonds), intellectual
property, etc. An investment position may also reflect the
company’s obligations, such as loans, or other financial ob-
ligations related to the acquisition of these assets. Valuation
and management of the investment position are important
aspects of the company’s financial management. The invest-
ment position of the business entity should correlate with the
strategic model of its development and represent a balanced
mechanism that combines the company’s various investment
solutions. Each economic entity is simultaneously the initia-
tor of the investment of funds and the object of external in-
vestments. Therefore, methods for choosing tools for control
and management of commercial and non-commercial risks,
which can be internal and external to the business entity,
remain an unsolved part of the problem.

The key to the success of any enterprise within a certain
market segment under the conditions of changes in the exter-
nal environment is a correctly chosen strategy and an effective
control system for its implementation. Understanding the
strategy should begin with defining the purpose and long-
term directions of the enterprise, which determine its mission.

If the economic entity has the opportunity to attract
financial resources from various sources, this allows it to
maneuver the structure of these resources relatively freely,
choosing effective combinations of them.

However, the volume and structure of financial resources
of any business entity are influenced by the following factors:

—regulatory and legal field within which the company
operates;

— ownership;

— organizational and economic properties and branch
affiliation;

— market conditions;

— internal financial and investment policy, etc.

Of course, the strategic goals of enterprises differ in
peacetime and in wartime. Despite all the difficulties that
accompany Ukrainian business now, it is important to focus
on the post-war recovery of the country. It will not be pos-
sible to do this on our own, so investments are needed: from
the state, the private sector, and foreign stakeholders.

Therefore, Ukrainian business should already now adjust
the strategic model of its development, relying on the opera-
tional strategy, financial capabilities, and investment position.

3. The aim and objectives of the study

The purpose of our study is to assess the influence of sys-
temic risks of the development of enterprises in the leading
sectors of the economy on the actualization of their invest-
ment position under conditions of entropy. This will enable
leading enterprises in the industry to adjust the strategic
model of their development based on operational strategy,
financial capabilities, and investment position.

To achieve the goal, the following tasks were defined:

— to analyze the dynamics of direct foreign investments
in the economy of Ukraine;

— to systematize risks by types of enterprise activities
from the point of view of influence on its investment ac-
tivities;

— to build a model of balancing the interests of the insur-
er, the insured, and the investor in the process of insurance
of investment risks;

—to investigate legislative innovations regarding the
insurance of investments in Ukraine against war risks.

4. The study materials and methods

The object of our study is the investment position of the
business entity and its coordination with the strategic model
of the enterprise’s development.

Investment activity is inevitably associated with com-
mercial and non-commercial risks, for which, as a rule, there
is no sufficient number of observations to objectively assess
the probability of the occurrence of a certain event.

The ambiguity of the consequences of the occurrence of
risk events creates difficulties for the quantitative display of
this phenomenon. The peculiarity of investment activity is
that the level of risks associated with it is very significant.
The investment decision requires not only careful planning,
but also constant tracking of changes in various factors and
forecasting their consequences for the investment object.

The study of the relationship between the investment po-
sition of the enterprise, possible risks and insurance protec-
tion tools was carried out using the methods of theoretical
generalization, analysis of statistical data, comparison and
logical-structural modeling.

The dynamics of direct investments and capital invest-
ments in the leading sectors of the economy of Ukraine
were analyzed on the basis of data from the Ministry
of Economy of Ukraine, the State Statistical Service of
Ukraine, the National Bank of Ukraine, research materials
carried out by the Internet resources GMK Center, InVen-
ture Investment Portal.

5. Results of investigating the process of enterprise risk
insurance in the aspect of actualizing their investment
position under conditions of entropy

5. 1. Dynamics of capital investments in the leading
industries of Ukraine

The country’s economic development is ensured by in-
vestments at the level of 20—-30 % of GDP, which is consid-
ered an indicator of the country’s investment security. The
level of investment intensity in relation to GDP in Ukraine
was above 20 % only for five years (2004-2008). After the



global financial crisis of 2008—2009, Ukraine did not man-
age to ensure an investment level of at least about 20 % [10].

Statistical data show that the leading domain of econom-
ic activity in terms of the volume of foreign direct invest-
ment (FDI) in Ukraine during 2020-2023 is industry. As of
the end of 2023, the accumulated volume of FDI amounted
to USD 54.26 billion (Table 1).

Table 1

Volumes of direct foreign investments in the Ukrainian
economy and industry

Indicator 2020 | 2021 | 2022 | 2023
The volume of direct foreign invest-
ments in the economy of Ukraine, [52,091(65,746|50,987|54,261
USD million
Directed to industrial enterprises, % | 40.04 | 43.7 | 41.9 *

Note: * there are no data at the time of publication of the paper.
Source: [11].

According to the annual statistics from NBU on foreign
direct investment (FDI), 75 % of foreign capital in the econ-
omy of Ukraine was reinvestment of income received by a
foreign investor in Ukraine [11, 12].

The main investor countries during 2021-2022 are given
in Table 2.

The dynamics of capital investments in the leading
industries of Ukraine during 2020—2022 (Table 3, Fig. 1)
reflect their critically low level in 2022 compared to 2021.

The volume of capital
investments in agricul-
ture, forestry, and fisher-
ies in 2022 amounted to

ing — 12.56 %, transport, warehousing, postal and courier
activities — 12.09 %.

Table 2
Investor countries in 2021—2022, %

Investor country 2021 2022
Cyprus 31.7 33.1
Netherlands 21.6 19.5
Switzerland 5.8 5.1
United Kingdom 4.6 4.8
Germany 4.6 4.97
Austria 3.0 3.2
Luxembourg 2.4 2.5
France 2.0 2.2

Source: [13].

Due to the COVID-19 pandemic, during 2020,
Ukrainian metallurgical companies reduced their capital
investments by 52.6 % compared to 2019 [11]. According
to the results of 2021, metallurgical companies of Ukraine
increased their capital investments by 48.3 % compared
to 2020 — up to UAH 25.86 billion. Capital investments
in the field of production of cast iron, steel, and ferroal-
loys according to the results of 2021 amounted to UAH
20.9 billion. This is 31.6 % more than in 2020. This sector
was the main investor in the development of the Ukrainian
MMC in 2021 — it accounted for 80.8 % of the total capital
investment in the industry Table 4, Fig. 2) [15].

UAH 51,439 million, which
is 35.99 % less compared

to 2021. Under the condi-
tions of post-war recovery,

it is necessary to ensure di-
versification of the develop-

ment of agricultural produc-

tion on the basis of increased

capitalization and invest-

ment attractiveness of ag-
ricultural enterprises. This
requires the formation of
market institutions that will
provide for the improvement
of the efficiency of resources
used in agriculture. There
is also a need to strengthen
the country’s food security,
develop multi-productivity,
increase the export of goods
with greater added value,
and ensure comfortable liv-
ing conditions in the coun-
tryside.

In 2022, the leading sec-
tors of economic activity,
in terms of the volume of
capital investments, were:
industry - 30.78 %, agri-
culture, forestry, and fish-

Table 3
Capital investments in the leading industries of Ukraine, UAH billion
Deviation
Indicator 2020 2021 2022
2021,/2020(2022,/2021|2022,/2020
USD exchange rate on December 31,
UAH,/USD 28.27 27.21 40.8 -1.06 13.59 12.53
Total capital investment 508.217| 673.899 | 409.66 | 165.682 | —264.239 | —98.557
Capital investment in industry 180.537| 242,922 |126.113| 62.385 —116.809 | —54.424
Capital investments in the mining 21.88 273 10 5.49 173 1188
industry
Capital investments in the sector
Metallurgical production and produc-| g o | 956 | 793 7.06 1793 | -1087
tion of finished metal products, except
for machines and equipment”
Capital investments in the production 15.88 209 597 502 1493 991
of cast iron, steel, and ferroalloys
Capital investment in the production off 4 o5 1 996 | 09066 | 25115 | 20534 | 04581
pipes, hollow profiles and steel fittings
Capital investments in the production
of other products of primary steel |{0.30283| 0.62079 [0.38739| 0.31796 | -0.2334 | 0.08456
processing
Capital investments in the production off 31771405 | 04156 | 041823 | ~0.6344 | ~0.21617
precious and other non-ferrous metals
Capital investment in metal casting |0.19955]0.315689 | 0.2507 | 0.116139 | —0.06499 | 0.05115
Capital investment in agriculture, | 50 69 | G995 | 51430 | 1927 | 18511 | 0759
forestry, and fisheries
Capital investments in transport, ware- | 3¢ gos | 4345 | 49533 | 9.6 5588 | 14.648
housing, postal and courier activities
Capital investments inrailroad 14y 6351 97096 | 125 | 14391 | 14526 | —0135
transport

Note: [14].
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Due to the full-scale invasion of the Russian Federation,
cording to the results of 2022, metallurgical enterprises
reduced capital investments by 67.8 % compared to 2021 —

7.93 billion hryvnias from 24.65 billion hryvnias. Capital

investments in the production of iron, steel, and ferroalloys
amounted to UAH 5.97 billion at the end of the year. This is
69.9 % less than in 2021. This sector was the main investor

in

the development of Ukrainian MMC in 2022 — it account-

ed for more than 75 % of the total capital investment in the

in

UAH billion

Fig. 1. Dynamics of capital investments of Ukrainian metallurgical companies

UAH billion

The dynamics of capital investments in the largest metal-
lurgical companies of the mining and metallurgical complex of
Ukraine in 2022 were as follows: “Metinvest” — USD 354 mil-
lion (-72.3%); Ferrexpo — USD 161 million (-55.4 %);
ArcelorMittal — USD 112.8 million (-63.6 %); “Interpipe” —
USD 21 million (-66.7 %).

Thus, the data in Table 3 and Fig. 1 clearly demonstrate
a significant decrease in the specific weight of capital invest-
ments in metallurgical production from the total volume of

dustry [15]. capital investments in the industry of Ukraine from 11.59 %
o in 2020 t0 9.91 % in 2021 and to 4.38 % in 2022.
300 N
g Table 4
250 I Specific weight of the development of capital
2 investments by the industry in the total amount of
200 = o capital investments by types of economic activity
150 - g Branch 2020 (2021 | 2022
— Capital investment in industry |35.52(36.05| 30.78
100 - Capital investments in agricul- 997 110.38] 12,56
o o ture, forestry, and agriculture
® oo N . -
50 - —_ g 54a e Capital investments in trans-
N~ S =~ port, warehousing, postal and | 6.86 | 6.52 | 12.09
0 - - - — courier activities
2020 2021 2022 Capital investments in railroad 249 | 4.01 | 3.05
transport

H Capital investment in industry

Capital investments in the mining industry

B Capital investments in the sector "Metallurgical production and production

of finished metal products, except for machines and equipment"

800

5.2. Composition and classification of
risks that have a direct impact on his invest-
ment activity

We have accumulated, systematized in a cer-
tain way, and summarized a significant amount
of data on the essence, classification, and risk
management of the enterprise [6, 16—19].

673.899

700

The vast majority of enterprise risk clas-
sifications have a fairly complex hierarchical
structure, the components of which may change

depending on the specific needs and type of
enterprise activity. And even enterprises in the

600

same industry may have slightly different groups
of risks affecting their activities.

500

400

Fig. 3 proposes the composition and classi-
fication of risks by types of enterprise activities

300

that have a direct impact on its investment
activities.

200

Risks by types of enterprise activities that
directly affect its investment activities are divid-
ed into three groups:

100

2020

m Total capital investment

2021

m Capital investment in industry
= Capital investment in agriculture, forestry, and fisheries

Capital investments in transport, warehousing, postal and courier
| Capital investments in railroad transport

Fig. 2. Dynamics of capital investments in the leading industr
Ukraine for 2020—2022

2022

—risks of the enterprise’s operational ac-
tivity (in particular, management risk, opera-
tional process risk, technology and information
risk, resource and supply risk, external envi-
ronment risks);

— risks of investment activity, which can be
significantly influenced by the risks of opera-
tional activity, in addition to them, such risks
include financial, political, social, environmen-
tal and market risks;

—risks of the company’s financial activi-

activities  ty (in particular, reputation, credit, liquidity,
market risk).

The risks of the investment and financial ac-

ies of tivities of the enterprise have a mutual influence,

and the market risk is common to these types



of enterprise activities. Thus, the risks of the enterprise’s
investment activity have their own specific composition, and
in addition, they can absorb in full or partially, depending on
the situation, the risks of operational and financial activities.

The form of investment, such as direct financial investments
or their commodity equivalents (for example, leasing) for the
needs of insurance in this case does not matter.

Under conditions of entro-
py, the properties characteristic

investment activity

Risks by types of activity of the enterprise from the point of view of impact on its

of other industries and sectors
of activity become relevant for

i1 N1

managing the strategic develop-

N1

Risks of investment
activity of the enterprise

Risks of the company's
operating activities

ment of companies. Approach-
es commonly used for plan-
ning (forecasting) expenses and

Risks of financial activity
of the enterprise

cash receipts can be interpret-

______________ Y ———
Risk of management | Risks of the company's |l :
gl operating activities I

Reputational risk | ed to the investment position
i of the business entity. Thus, in

Process risk |

the banking sector, during the

i1| Risks of financial activity
Technology and ' of the enterprise

preparation of a financial plan,
the rolling financial forecasting

Risks of investment
activity of the enterprise ||

information risk

i tool, which works on the prin-

|

| Political risk I Lending risk I ciple of revolving (sliding), is
Resource and supply risk :I : I . often used. The essence of plan-
:: Social and environmental | I Liquidity risk I ning is as follows. After the end
. 1| risks I - | of the first month of the plan-

External environment | | . . S
risks iL,T___ cmrmmmm—m— e b o= hing period (which is usually 6,
T —— i B ; 112, or 18 months), the planning
' Market risk Market risk 1 of cash receipts and expenses

Fig. 3. The composition and classification of risks that have a direct impact on his

investment activities

The authors of paper [17] consider economic, social, finan-
cial, managerial, environmental, and criminal risks to be the
components of investment risk in relation to a certain enter-
prise. Investment risk involves the possibility of devaluation
of investments and loss of investors’ income due to the uncer-
tainty of the actions of state authorities, errors in corporate
management and unforeseen situations that do not depend on
the management of the company and state authorities. All of the
above justifies the need for comprehensive risk management.

Enterprise risk management is characterized as a sys-
tematic approach to managing all types of risks inherent
in a particular enterprise. Such management is focused on
identification, assessment, development of measures (avoid-
ance, reduction, or acceptance of risks), monitoring and
integration into the general management process. A sys-
tematic approach to risk management allows enterprises to
gain a holistic view and effectively manage risks, contrib-
uting to ensuring sustainable development and achieving
strategic goals.

Methods and tools for managing enterprise risks, in par-
ticular investment risks, vary depending on the size of the
enterprise, its industry, and specific needs.

Newly established enterprises need significant long-term
investments to build their own production capacity. Under
such conditions, the lending risk is quite high, which explains
the objective need to insure loans for investment vehicles. In
this case, the object of insurance will be purchased equipment
and facilities, engineering and communication networks,
other infrastructure that was built, assembled, implemented
during the implementation of the investment project. Such
projects are usually characterized by innovativeness and risk-
iness. Classically, investment activity is aimed at obtaining
income, which can also be the object of insurance. At the same
time, insurers must provide insurance for the risk of non-re-
turn of funds invested by a third party in a certain project.

for the 7th, 13t or 19t month,
respectively, begins.

The characteristic features of
rolling forecasting are usually:

— representation of the development of events in dynam-
ics through constant updating and addition of the informa-
tion base;

— operation with a small number of indicators, which, in
turn, should be decisive in the activity of the business entity;

— constant review of operational and current tasks (in
the case of an investment position), speed of response to
changes and challenges;

— “short—sightedness” — i.e., optional alignment with the
strategic goals of the business entity.

Under conditions of uncertainty, the activities of companies
are quite dynamic. Market changes require revision of tactical
and operational goals, planning of investment policy tasks ac-
cording to the principle of revolving. This will make it possible
to focus on such business segments and centers of investment,
which are currently the most significant for a particular busi-
ness entity, or for which the greatest threats are identified.

5. 3. Model of balancing the interests of the insurer,
the insured, and the investor in the process of insurance
of investment risks

Reducing the impact of risks on the company’s activities,
including investment, can be achieved with the help of various
strategies and measures, not least of which is insurance [20].

Investment insurance is a special type of insurance that
is designed to protect investors against possible financial
losses related to their investments. This type of insurance
can be useful for investors in various fields, including finan-
cial markets, real estate, startups, and others [8, 9].

Investment insurance can be represented by the follow-
ing set of services:

1. Insurance of a portfolio of shares or bonds. This type
of insurance services can protect investors from losses in the
value of their investments due to the instability of the situa-
tion in the financial markets.



2. Insurance of infrastructure and construction projects.
In large projects, civil and industrial construction, namely
the construction of roads, bridges or energy facilities, inves-
tors can take out insurance policies to protect their invest-
ments against the risks of delays, changes in the technical
project or other negative events.

3. Insurance of startups and new enterprises. Investing
in startups, investors can take out insurance policies that
protect their investments against the risks of unsuccessful
implementation of innovations.

4. Insurance of investors’ subscription rights. This type
of insurance protects investors against the risk of losing
their rights to invested shares or bonds in the event of com-
pany bankruptcy or unfair actions by the corporation.

Insurance of investment activities as a type of property
insurance (capital investments) and insurance of credit, cur-
rency, market risks (financial investments) is a quite popular
product on the market of insurance services.

In order to balance the interests of the insurer, the in-
sured, and the investor in the process of insurance of invest-
ment risks, a model can be proposed that makes it possible to
determine the recommended sum insured depending on the
net present value of the project, the risks of the project, and
the basic sum insured:

RIS=/(NPV; R; Spas),

where RIS is the recommended sum insured,;

NPV — net present value of the project;

R — project risks;

Spas — the basic insurance amount.

The insured sum may depend on the NPV of the project
as follows:

1) NPV is used to estimate the cost of the project. The
higher the NPV, the higher the cost of the project, which
will increase the insurance amount required to cover in-
vestment risks;

2) NPV takes into account expected cash flows and risks
associated with the project. Projects with a high NPV usually
have more predictable cash flows and lower risks, which can
affect the reduction of the insurance premium, but at the same
time will not necessarily lead to a reduction of the insurance
amount (which is potentially an interest of the investor);

3) the insurance amount must cover the initial invest-
ment and expected cash flows. If the NPV is high, then this
indicates a high profitability potential of the project, but
this can be the result of various factors, and accordingly the
sum insured should also be higher to protect this investment.

The impact of the net present value (NPV) on the sum
insured can be described mathematically by establishing the re-
lationship between the NPV of the project and the sum insured
that covers the risks associated with this project. To do this, it
is necessary to consider how changes in NPV affect the need for
insurance. NPV is calculated by the following formula:

’
NPV =Y Ck, ——1I, M
=1 (1+7’)'

where NPV is the net present value of the project;

CF; — net cash flow in the period,;

ris the discount rate for one period (usually a year);

T'is the number of the last researched period (investment
horizon);

Iy is the amount of initial costs.

In the proposed model, an assumption is made that the
insurance amount depends on the NPV since a higher level
of NPV indicates a higher project cost and, accordingly, a
larger amount of investments that need to be covered. This
made it possible to reveal a linear relationship between the
recommended insurance amount and NPV:

RIS =k* NPV +s, 2)

where % is a coefficient reflecting the level of risk or insur-
ance requirements depending on NPV;

s is the basic insurance amount that covers the minimum
risks of the project.

The integrated model will look like this:

T
RIS=k*)’ CE, —1I,+s. 3)

=1 (1 + r)L

The coefficient & determines how sensitive the sum in-
sured is to changes in NPV. A high value of % indicates that
even small changes in NPV will significantly affect the level
of sum insured.

The constant s represents the basic amount of insurance
coverage, which is independent of NPV and ensures the min-
imum coverage of investment risks.

Thus, this model shows how a change in a project’s net
present value (NPV) affects the amount of insurance re-
quired to cover project-related risks. The larger the NPV, the
larger the insurance amount may be necessary to adequately
cover the risks associated with the project.

However, the conditions of martial law require addition-
al guarantees for investors, in particular, the introduction of
an insurance mechanism against military and political risks.

5. 4. Legislative innovations regarding the insurance
of investments in Ukraine against war risks

Based on the accumulated experience, it was concluded
that the provision of insurance of investment activity under
war conditions is carried out with the support of special
institutions. They are divided into national — insurance
agencies that attract state funds and provide guarantees to
investors within the country, and international.

The most influential international organizations related
to investment insurance are:

— Multilateral Investment Guarantee Agency (MIGA);

— the State Export Credit Agency of Japan (NEXI);

— State Export Credit Agency of Italy (SACE);

— UK export credit guarantee department (ECGD);

— Belgian Export Credit Agency (BECA).

They are engaged in guaranteeing and insuring foreign
investments and export credits.

Insurance of investments in Ukraine is a relatively new
service provided by insurers, and therefore there is a need for
clear regulation of the procedure of insurance of investment
activities and protection of investors’ interests. Regulatory
and legal innovations in this matter will improve and speed
up investments in the country.

Investments are made on terms of return due to the
expected receipt of monetary return on investments (value
factor), or to meet certain needs, for example, social without
expectation of return (valueless factor). So, when making
investments, credit-type financing takes place. Investors,
investing in business, need guarantees regarding the pos-
sibility of returning their capital. This possibility should



be regulated by law both for domestic investment and for
foreign investment.

Possibilities of protecting investors’ interests are cur-
rently regulated by the Law of Ukraine “On Financial Mech-
anisms for Stimulating Export Activity”, according to which
the Export Credit Agency (ECA) was established [15].

The main tasks of EKA are, first of all, to protect
Ukrainian exporters from financial, market, currency risks.
Investments in the construction of facilities and infrastruc-
ture necessary for the development of the processing indus-
try and the export of goods (works, services) of Ukrainian
origin are protected by means of insurance and reinsurance.
ECA cooperates with international and foreign financial or-
ganizations, foreign governments, foreign banks, and export
agencies, including for the accumulation of international fi-
nancial aid, ensuring the growth of exports and the economy
of Ukraine, and fulfilling ECA’s debt obligations.

In accordance with the amendments made to the Law of
Ukraine “On Financial Mechanisms for Stimulating Export
Activity”, the State Export Credit Agency received the right
to insure investments against war risks (the amendments to
the law entered into force on January 1, 2024). Previous-
ly, such a service in Ukraine could be obtained by foreign
companies through the international financial organizations
MIGA and DFC. Ukrainian companies did not have such
an opportunity. But the war risk insurance mechanism
through ECA will be fully operational only after the Gov-
ernment approves by-laws and recapitalization of ECA and
search for additional sources of its financing. The criteria
for introducing industries (types of activity) into the scope
of investment insurance instruments in Ukraine are also
subject to revision.

The Multilateral Investment Guarantee Agency (MIGA)
is part of the World Bank Group and is the largest provider
of political risk insurance services. This type of insurance
covers risks associated with political instability, state expro-
priation and conflicts in countries where private underwrit-
ers do not dare to work [16].

The US Development Finance Corporation (DFC)
is a government agency that provides financial and tech-
nical support to companies doing business in low- and
middle-income countries. This assistance is aimed at pro-
moting private sector investment, sustainable development
and poverty reduction through financing and partnership
initiatives.

DFC focuses on attracting foreign investment in in-
frastructure development projects, energy, health care,
agriculture, and other industries. This organization usu-
ally provided support only to American investors [21].
After the signing of the Memorandum of Understanding
with the Government of Ukraine regarding the support
of attracting investments to Ukraine and promoting the
country’s economic recovery, Ukrainian companies also
received the opportunity to insure their investments
against war risks [22].

In today’s realities, the support of the leading inter-
national financial organizations MIGA and DFC is insuf-
ficient. The Ministry of Economy of Ukraine calls on the
governments of foreign countries to cooperate in creating
a specialized program of military risk insurance for both
foreign and domestic entrepreneurs. Appropriate insurance
products should be available to a wider range of applicants
through refinancing and reinsurance funds with preferential
obligations to cover insurers’ risks [19].

6. Discussion of results related to investigating the
influence of systemic risks of the development of
enterprises on the actualization of the investment position

The authors of paper [23] investigated the impact of the
Russian-Ukrainian war on the country’s economy, empha-
sizing the need to take into account the experience of other
countries in overcoming crisis situations and involving for-
eign partners in the development of programs to improve the
country’s economic condition.

Attracting foreign investment to the Ukrainian economy
is currently quite problematic, as investors are waiting for
the end of the war and the country’s recovery plan. The au-
thors of work [24] analyzed the development of investments
from and to Ukraine for the period 2012-2021 and came
to the conclusion that the investment climate in Ukraine is
not comfortable for business. This especially applies to the
short- and medium-term perspective. This is due to the lack
of practical steps to ensure economic freedom and protect
the interests of all participants in business processes with
clear, predictable, and impartial business rules.

Work [25] examines the mechanism of capital formation
and investment in Ukraine in the context of the processes of
market transformation of the economy. The weakness of market
financial mechanisms determines the growth of the role of fiscal
instruments of accumulation and distribution of funds, as well
as the need for external financial assistance for the post-war
recovery of the economy and the socio-humanitarian space.

In contrast to the above studies, in this paper the prob-
lems addressed in [23-25] have been outlined on the ex-
ample of leading branches in the economy of Ukraine with
the justification of the factors of decrease in the volume of
capital investments (Table 3, Fig. 1, 2).

Ukraine has been under martial law for more than two
years; civilian housing, critical infrastructure facilities, ware-
houses and production facilities of enterprises are being de-
stroyed every day. Financing civil construction is an urgent
need today. Study [26] considers international grants with an
emphasis on sustainable development and private investments
as the main sources of investment. Such investments can be
attracted through the creation of special investment funds or
on the basis of public—private partnerships. Work [27] exam-
ines the investment policy of construction enterprises from
the point of view of innovation with an emphasis on the post-
war recovery of the country. The main problems of financing
investments are summarized, and it is proposed to create a
favorable investment climate that will guarantee investors the
protection of their rights and interests. In contrast to these
studies, this paper proposes a specific direction that will help
correct the strategic model of the development of enterprises
in the leading industries of Ukraine. This direction is based on
the operational strategy, financial capabilities, and investment
position of the enterprise of the relevant industry.

The authors of paper [5] propose mechanisms for cover-
ing losses caused by the action of military risks, in particular:

— insurance programs for political (military) risks from
private insurance companies, which could be reinsured at
the expense of the state or international partners;

— programs of insurance and reinsurance of investments
and loans against military and political risks by the Export
Credit Agency;

— trust funds, including international ones, to compen-
sate investors who lost assets or profits in Ukraine due to the
influence of political and military risks.



Work [7] substantiates the conceptual approach to im-
proving the risk management process of the enterprise under
the conditions of martial law. The proposed approach con-
sists in conducting analytical procedures in three modules:
research and identification; assessment and analysis; min-
imization of risks. Measures aimed at reducing the impact
of risk events are internal security measures, diversification
of risks, anti-crisis planning, external insurance of certain
types of risks.

In contrast to [7,23-25, 28] and in continuation of the
study of problematic issues initiated in the above scientific
works, we have improved the classification of risks (Fig. 3),
which have a direct impact on the investment activity of a
business entity. It is emphasized that investment decisions,
as decisions of a strategic nature, are designed for a long
period and are usually associated with uncertainty and risk.
They concern, first of all, the planning and financing of cap-
ital investments and require a detailed analysis of all aspects
for making risky decisions regarding future investments.

The authors of paper [29] proposed using a decision-mak-
ing model for concluding an insurance contract (and finding
appropriate values of key conditions/parameters of such a
contract) for risk management of investment projects. The
main parameters that need to be determined according to
the proposed model are the fair value of the insurance pre-
mium, the insured sum, and the residual risk. The model has
the potential to reasonably find a mutually agreed position
between the insurer and the insured when concluding a
contract regarding the risk insurance of an investment proj-
ect. If there is information about training the model on real
investment projects, this can be a rather promising area for
further scientific investigation.

But in contrast to what was proposed in [29], in this
work, to balance the interests of the insurer, the insured,
and the investor in the process of insurance of investment
risks, model (3) is proposed, which makes it possible to de-
termine the recommended insurance amount depending on
the net present value of the project, project risks and basic
sum insured.

Our study has a number of limitations. They concern,
first of all, the limited sample of enterprises under inves-
tigation, as well as the lack of access to complete and up-
to-date data. This can affect the accuracy of the analysis.
Limitations also apply to possible changes in the economic
environment, which cannot always be predicted, and which
affect the results of the study. The long duration of data col-
lection and analysis can affect the relevance of the results.
The dynamism of entropy conditions complicates the process
of analyzing and forecasting the impact of systemic risks on
the company’s activities.

The disadvantages of the study are the limited sample
of enterprises, mainly in the metallurgical industry, which
does not give a complete picture. The way to eliminate the
shortcoming can be the involvement of enterprises from oth-
er industries and regions. Another drawback is that not all
factors affecting the investment position of enterprises are
taken into account. The direction of elimination can be the
inclusion in the analysis of the maximum number of relevant
variables, conducting expert surveys. Another disadvantage
is that changes under the conditions of uncertainty affect the
relevance of the obtained results. Reducing the impact of this
shortcoming can be done by regularly updating data, conduct-
ing longitudinal studies of the sample companies, taking into
account trends and cyclical changes in the economy.

An area to deepen this research may be construction of
complex econometric models that would take into account
multiple factors of systemic risks and their interactions.
In this case, researchers face difficulties of a mathematical
nature, in particular, the construction and calibration of
complex mathematical models would require significant
computing resources. Also, identifying correlations and ob-
jective causal relationships between various risk factors is a
rather difficult task. Another area of development may be to
combine economic analysis with social, political, and envi-
ronmental factors for a more comprehensive understanding
of systemic risks. In this case, there are certain methodolog-
ical difficulties regarding the choice of appropriate methods
of analysis that take into account the specificity of systemic
risks and entropy conditions, as well as taking into account
the dynamism and instability of economic conditions. An-
other direction to advance our research is to study the im-
pact of globalization and international economic processes
on the systemic risks of enterprises. But in this case, it is
difficult to ensure the reliability and validity of experimen-
tal data, and long-term observation requires significant
resources and time. The direction of development of this
research may also be to devise practical recommendations
for enterprises regarding the management of systemic risks
and the actualization of their investment position. As well as
implementation of tools for monitoring and risk management
based on the results. But we would like to note that in the
first case, the implementation of recommendations in the
real practice of enterprises may face organizational limita-
tions. And in the second case, there is a need for constant
monitoring and adjustment of the risk management strate-
gy under the conditions of changing economic conditions,
which in itself is a rather laborious and costly measure.

7. Conclusions

1. The dynamics of capital investments of the leading
industries of Ukraine have been analyzed. It was conclud-
ed that the activity of the vast majority of enterprises in
Ukraine takes place under conditions of entropy. These
conditions indicate unpredictability and variability in the
business environment, as a result of which enterprises are
faced with a significant number of various types of risks. The
management of the economic entity needs objective informa-
tion to carry out current management, taking into account
the risks that arise right here and now.

2. We have proposed our arguments on the composition
and classification of risks by types of enterprise activities
that have a direct impact on its investment activity. It is jus-
tified that the activation of investment activity is possible if
there is available and reliable information about stakeholders,
projects, and benefits from their implementation. In addition
to these factors, the transparency of the system of project
verification and monitoring of their results, the information
exchange between the participants of investment projects,
effective state management tools, and the legally established
investment risk insurance mechanism also influence.

Taking into account the geopolitical situation, the vari-
ability of the market and the environment of economic enti-
ties of all branches of the economy, the multivariate manage-
ment decisions regarding the implementation of the strategy
of further development from the resource, economic, and
financial points of view must always be ensured.



3. A model of balancing the interests of the insurer, the
insured, and the investor in the process of insurance of in-
vestment risks has been proposed, which makes it possible
to determine the recommended sum insured depending on
the net present value of the project, the risks of the project,
and the basic sum insured. Three possible options for the de-
pendence of the insurance amount on the NPV of the project
were substantiated.

4. Considering the scale of Ukraine’s losses from the
war, the multifaceted problems faced by investors, it is ex-
pedient to focus the efforts of the state and stakeholders on
creating a comprehensive system of mechanisms to support
investment activities in Ukraine. This can be implemented
by forming an “investment coalition” of partner countries, a
certain political agreement on setting it up (with the partic-
ipation of a significant number of donors). And it can also be
implemented through the coordination of an international
program of insurance against military risks or the provision
of financial guarantees for investment activities in Ukraine.
At the national level, an internal mechanism for insurance of
military risks and the formation of financial support for such
a mechanism should be created.
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