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Abstract

The urgency of considering the problem of investment and technological cooperation in the Eurasian union
(EAEU) is due to the high importance of direct investments and innovations as factors of inclusive
economic growth, contributing to the sustainable development of both the member states of the integration
union and the integration group as a whole. The article analyzes the concept of sustainable development,
the state of investment and technological cooperation within EAEU, highlights the existing problems and
suggests recommendations for solving these problems. As a result of the study, the authors conclude that
the low level of investment and technological cooperation within EAEU corresponds to the potential of the
EAEU member states, that hinders their sustainable development, competitiveness and deepening of
integration ties. The pandemic has had a negative impact on investment and technological activity in the
EAEU. Nevertheless, despite the existing problems the potential for investment and technological

cooperation in the EAEU can be assessed as high.
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1. Introduction

Despite the strengthening of protectionist trends in the global economy, the negative impact of the
pandemic on the social and economic development of states, the closure of borders, integration processes
have not slowed down, but even intensified. In particular, in 2020 China, Australia, Japan and twelve other
countries of the Asia-Pacific region created the world's largest free trade zone — “The comprehensive
regional economic partnership” (Polyakova, 2020). The successful development of economic cooperation
within the framework of the EAEU countries.

The deepening of the integration level in the integration groups contributes to improving the
competitiveness of the integration union as a whole, as well as ensuring the sustainable development of the
member states. And vice versa the strengthening of the economy in the member states results in the
strengthening of the economic power of integration group. Direct investments and technologies play an
important role as sources of sustainable economic development. In this regard, the relevance of the analysis
of investment and technological cooperation in the EAEU in the context of sustainable economic

development is beyond doubt.

2. Problem Statement

Investment and technological cooperation within the framework of the EAEU contributes to the
sustainable development of the member states. Currently due to a number of factors the level of investment
and technological cooperation remains extremely low. For further research on this topic, it is important to

identify a number of problems:

= disclosing the concept of sustainable development and the importance of direct investments
and technologies for sustainable development;

= analysis of investment and technological cooperation in the EAEU at the present stage;

= identifying problems in investment and technological cooperation and the most promising

directions for solving these problems.

2.1. Disclosing the concept of sustainable development and the importance of direct

investments and technologies for sustainable development

The discourse of sustainable development is a fairly popular topic in the modern scientific economic
literature. Sustainable development is a model of society's development, in which current activities and
satisfaction the needs of modern society do not harm future generations, but find a balance between them.
In the modern interpretation it is a balance between economic, environmental and social development.
Direct investments and innovations play an important role in ensuring sustainable economic development

as drivers of economic growth.
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2.2. The analysis of investment and technological cooperation in the EAEU at the present

stage

Despite the positive dynamics of the development of investment and technological cooperation of
the EAEU member states, the level of cooperation is currently low. In comparison with investment and
technological cooperation with countries outside the EAEU, it lags significantly behind. Thus, it can be
concluded that the strengthening of investment and technological cooperation will directly depend on the

increase in the economic power and competitiveness of the EAEU member states.

2.3. Identifying problems in investment and technological cooperation and the most

promising directions for solving these problems

The key problems of low level of investment and technological cooperation in the EAEU are due to
the weakness of economic development of the member states themselves, the framework and declarative
nature of most of the signed agreements in the EAEU, divergence of economic interests of the EAEU
member states. To identify the promising directions for investment and technological cooperation in EAEU,
it is necessary to focus on convergence points and priority directions of the economic cooperation between

the EAEU member states.
3. Research Questions

This study raises the following questions:

=  What is sustainable development?

=  What is the relationship between sustainable development and direct investments and
innovations?

= What is the current state of investment and technological cooperation in the EAEU?

=  What problems hinder investment and technological cooperation in the EAEU? What are the

ways to overcome these problems?
4. Purpose of the Study

The aim of this study is to propose recommendations for strengthening investment and technological
cooperation in the EAEU in the context of increasing the sustainability of the economies pf the EAEU

member states.

5. Research Methods

The theoretical and methodological basis of this research is rooted in the research works by leading
Russian and foreign scientists (Khairov et al., 2020; Kostunina, 2019; Meadows et al., 2004, etc.), including
scientific articles on sustainable development, investment and technological cooperation in the EAEU,

international and Russian organizations’ reports — “Our common future” etc. The data base of the research
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is the statistical data from the Eurasian Economic Commission (The direct investments in the EAEU, 2020),
the Federal State Statistics Service (Federal State Statistics Service, 2021) etc.
In this study we used such methods of scientific analysis as the comparative economic systems
analysis and the scientific abstraction method. Their complex application allowed us to ensure the reliability

of the results of the research.

5.1. The concept of sustainable development and the correlation between sustainable

development and direct investments and innovations

In 1987 the UN World Commission on Environment and Development published the report “Our
common future” that reflects the main approaches to ensuring sustainable development (Report of the
International Commission on Environment and Development “Our common future”, 1987). At the
conference in Rio de Janeiro in 1992 the concept of sustainable development was officially recognized, and
its main document “Agenda for the 21st century” called on governments of different countries to develop
national strategies for sustainable development. There are a huge number of definitions of the concept of
sustainable development. In whole sustainable development can be understood as a strategy of society's
development forward, in which current activities and satisfaction the needs of modern society do not harm
future generations, but find a balance between economic, social and ecological spheres (Meadows et al.,
2004). The direct investments and innovations are factors of economic growth, contributing to the

sustainable development of countries.

5.2. The specifics of investment and technological cooperation in the EAEU

According to the Decision of the Supreme Eurasian Economic Council #28 from 16.10.2015, the
long-term strategic goal of the EAEU development is to achieve high-quality and sustainable economic
growth. The advantage of the EAEU is to ensure the freedom of movement of investments. The Decision
of the Supreme Council of the EAEU #12 from 11.12.2020 “On strategic directions for the development of
the Eurasian economic integration until 2025 (2020) clarifies the importance of the transition of the EAEU
to an innovative path of development by increasing investment activity and modernizing the economies of
the member states on the basis of a new technological way.

The article will pay close attention to direct investments as the most preferred form of investment
in terms of its positive impact on economic growth. Direct investments in the EAEU can be divided into
mutual (internal, within the framework of the integration group) investments and investments from other
states. As can be seen from the Table 1, investments from other countries significantly exceed mutual
investments. This fact can be interpreted as follows. Currently, the investment and financial potential of the
EAEU is still extremely small, which is explained by the weakness of the economies of most member states
and negatively affects the integration future of the EAEU. The maximum volume of direct investments in
2016 was caused by the favorable investment situation in the world (The direct investments in the EAEU,
2020). In 2018 there was a sharp decline in foreign direct investments (FDI) from other states in the EAEU
what is explained by the deterioration of the investment conditions in the world economy. This decline was

offset by an increase in mutual (internal) FDI in the EAEU.
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Table 1. FDI in EAEU in 2016-2019, million US dollar

FDI flows 2016 2017 2018 2019
Total from other countries 50518 33558 9313 36157
Total from the EAEU member states 1439 1132 1511 1144

(Source: collected by authors with reference to: The direct investments in the EAEU, 2020, p. 12).

Let's analyze mutual investments in the EAEU in the country context. Russia is the only net exporter
of mutual investments in the EAEU due to the scale and degree of development of the Russian economy in
comparison with the economies of other EAEU member states. At the same time, the share of FDI from
member states in the total volume of FDI in the Russian Federation is extremely small — according to the
2016-2019 this figure is only 1% (Federal State Statistics Service, 2021). The same indicator in Armenia
in 2019 was equal to 41%, in Belarus — 32%, in Kazakhstan — 3%. While in Kazakhstan, Russia and
Armenia during 2016-2019, this parameter remained approximately at the same level, then since 2017 in
Belarus there has been a significant decrease in the share of mutual investments in the total volume of FDI
(The direct investments in the EAEU, 2020).

Consider the situation by country. Armenia receives mostly direct investments from Russia
amounting 16.7 billion USD in 2019. Belarus has been the second largest country in terms of attracted
mutual investments in recent years. The main share of mutual investments in Belarus comes from Russia
which is explained by the effect of the neighborhood and the existence of the Union State between The
Russian Federation and Belarus. Kazakhstan is the most attractive territorial jurisdiction for mutual
investments from the EAEU. In 2019 Kazakhstan attracted mutual investments in the amount of 494.2
million USD. Kyrgyzstan is the most unattractive country in terms of mutual direct investments from other
EAEU member states. At the end of 2019, there is an outflow of capital from Kyrgyzstan to neighboring
Kazakhstan (Kostunina, 2019). In 2019 Russia received only 179.2 million USD of mutual direct
investments. Most of the investments came from Kazakhstan (Federal State Statistics Service, 2021). Such
a modest figure can be explained by the limited investment opportunities of other EAEU member states.

The predominant instruments of mutual direct investments are investments in the capital of
companies, including reinvestment of income, investments in units and shares of investment funds. The
leading sectors of mutual FDI in the EAEU are oil and gas industry, non-ferrous metallurgy. E.g. in Armenia
Russian TNCs invest mainly in communications and information technologies, the fuel complex, non-
ferrous metallurgy, and the financial sector (The direct investments in the EAEU, 2020). Attracting foreign
investments is closely related to the level of investment attractiveness of states, and is in direct correlation.

To date, 16 technological Eurasian platforms have been created in the EAEU. The key tasks of the
technological Eurasian platforms are the development of industrial partnership and import substitution,
reengineering, technical re-equipment and modernization of production facilities, and the introduction of
breakthrough technologies. Unfortunately, so far the level of progress in the development of technological
platforms is extremely insignificant.

Thus, in whole the potential of investment and technological development in the EAEU is still low.
The problems of investment and technological cooperation include low investment and technological
possibilities of the EAEU member states, poorly developed economic relations between the countries, and

the lack of economic sectors that are attractive for mutual investments. As recommendations for
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strengthening investment and technological cooperation between the states in the EAEU, we can select
harmonization of legislation on the regulation of the investment and technological sphere, the signing of
effective agreements to promote investment and technological cooperation, and improvement of investment

attractiveness and investment image, economic growth of states.
6. Findings

The stability of economic development is directly connected with the increase of innovativeness of
the economy, the growth of direct investments in the country. The integration involves strengthening
cooperation between the member states in various arears, including investment and technological
cooperation.

Mutual direct investments in the EAEU is insignificant both in absolute and relative terms. We see
the main reasons for this in low investment and technological potential of the EAEU member states, poorly
developed economic ties between the countries, and the lack of economic sectors that are attractive for
mutual investments. In general, the industry structure of mutual investments is characterized by the
dominance of the oil and gas sector.

The leading investor in the economy of the EAEU is Russia, and the situation has not changed for a
long time. In addition, Russia is the only net exporter in the mutual direct investments of the EAEU. This
is due to the more developed economy and the greater capacity of Russian TNCs. With a significant gap
from Russia, Kazakhstan and Belarus follow as investors in the EAEU (Khairov et al., 2020). It is necessary
to recognize the imbalance of mutual investment and technological relations So for Russia, the main
partners are Belarus and Kazakhstan, for Belarus — Russia, and for Kazakhstan — Russia and Kyrgyzstan.
This situation resembles the situation in NAFTA (the North American Free Trade Agreement) (now —
USMCA - Unites States-Mexico-Canada Agreement) where the interaction was asymmetric — the US
interacts with Canada and Mexico, and the economic ties between Canada and Mexico are in significant.
The low level of investment and technological cooperation has little impact on the degree of
competitiveness and sustainable development.

As recommendations for strengthening investment and technological cooperation between the states
in the EAEU, we can note both the measures of the supranational plan and the efforts of the states
themselves. The supranational measures include the harmonization of legislation on the regulation of the
investment and technological sphere, the signing of effective agreements to promote investment and
technological cooperation. The domestic measures imply strengthening of investment attractiveness and
investment image, economic growth of states. In compliance with these recommendations as well as taking
into account the positive dynamics of strengthening investment and technological cooperation in the EAEU
and the short period of existence of the integration group, it is possible to assess the potential of investment
and technological cooperation in the EAEU highly. This allows us to speak about great opportunities for
the sustainable development of the EAEU member states. The Degree of the President of the Russian
Federation #204 from 07.05.2018 “On national goals and strategic development objectives for the period
up to 2024” sets the goal of increasing the volume of accumulated mutual investments by 1.5 times (The

Degree of the President of the Russian Federation, 2018).
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7. Conclusion

The pandemic has had a negative impact on investment and technological activity in the EAEU.
From the second quarter of 2020, the total volume of accumulated mutual investments within EAEU began
to decline, amounting to 213 million USD, while investments from other countries continued to flow. As a
result, the share of mutual investments of the EAEU countries in the total volume of FDI accumulated in
their economies was 2.37% (Inozemzev, 2021). Almost all major investment projects that were supposed
to be launched were postponed or suspended in 2020. Nevertheless, despite the existing problems the

potential for investment and technological cooperation in the EAEU can be assessed as high.
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