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Internalizacion del entorno de inversion
en la industria turistica internacional

Resumen: El articulo presenta un enfoque institucional de adaptacion para determinar el entorno
de inversion en la industria del turismo internacional.

Se analiza la cantidad de flujos de inversion extranjera directa de las corporaciones internacionales
a la industria del turismo. Se propone y calcula un indice integral de la inversion de capital de
inversion (activos) de las corporaciones internacionales en el sistema econémico del pais seglin el
alto y bajo nivel de desarrollo de la industria turistica.

El articulo concluye que es necesario crear un entorno favorable para la inversion que estimule el
crecimiento de los flujos turisticos y el desarrollo de infraestructura. El volumen de inversion ex-
tranjera directa en la industria del turismo demostro que estas inversiones se equilibran mediante
un sistema de regulacion contraciclica, lo cual es acorde a los requisitos del sistema economico
mundial.

Palabras clave: corporaciones internacionales, industria turistica internacional, riesgos de in-
version, capacidad de inversion, sistema economico global.
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INTRODUCTION

The current stage of world economic
development marked by the liberaliza-
tion of the economy and the expansion
of international economic ties, has led
to an increase in the scale of internal-
ization. This has resulted in increased
interdependence and interconnect-
edness of national economies. The
phenomenon of internalization has
caused significant transformations in
the world economy, affecting invest-
ment in the tourism industry, activating
investment processes, and putting for-
ward new quantitative and qualitative
requirements for the development of
countries with a weakened eco-
nomic system in the international
tourism business.

The international tourism industry
has emerged as a significant contrib-
utor to the macroeconomic growth of
most countries worldwide. It has also
emerged as an effective channel for
fostering cross-cultural understanding
and collaboration, particularly between
states, nations, and even civilizations. It
plays a pivotal role in fostering mutual

understanding and collaboration, as
well as in resolving religious and social
conflicts that have emerged in contem-
porary society.

Concurrently, the process of internal-
izing of the investment environment
in the international tourism industry
is dynamic and in alignment with the
development models of international
corporations, standardizing the quality
criteria for service provision and influ-
encing the pricing of the tourist product
in the regulatory mechanisms of indi-
vidual countries. It is important to note
that the network universalization of the
assortment of the services on an inter-
national scale is typified by the criteria
of partnership relations in the tourism
business (Farsari, 2012). Consequently,
the international tourism industry
is witnessing a profound shift in the
investment environment, characterized
by a shift towards a more diverse and
complex investment landscape. This
diversification is evident at all levels of
universalization, encompassing a wide
range of economic sectors and serving
as a foundation for the pursuit of secu-
rity and sustainable development.
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The priority of our research is to
develop an adaptive and institutional
approach to determining the format of
internalization of the investment envi-
ronment in the international tourism
industry for the reproduction of the
service sector, which, through the prism
of the investment paradigm, combines
a standardized (global) approach to
the expansion of the tourist segment
(in accordance with the requirements
for the unification of the quality of the
tourist product) with a non-standardized
an approach to investing investment
capital of international corporations in
separate economic systems of countries,
in terms of their territorial features.
This will facilitate the optimization of
investment processes, the expansion of
tourist facilities in international desti-
nations, the distribution of investment
resources between countries, and the
provision of quality tourist services in
accordance with the requirements of the
global economic system.

This article examines the investment
environment internalization in the
international tourism industry with
the objective of elucidating the key
aspects of this process, identifying the
factors influencing its effectiveness,
and developing recommendations for
improving the tourism market invest-
ment attractiveness. This article aims
to provide a comprehensive analysis
of the investment environment inter-
nalization in the field of international
tourism. The aim is to enhance under-
standing of the key aspects of this
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environment and to determine their
impact on the development of the tour-
ism sector. Finally, recommendations
for further improvement of this envi-
ronment will be developed.

LITERATURE REVIEW

The peculiarity of the internaliza-
tion paradigm of investing in the
international tourism industry is a
distinctive phenomenon. Production
(increasing the share of investment
capital of international corporations
to expand the segment of the tourism
industry, building up foreign assets
of the tourism market in countries
with a weakened economic system,
international standardization and unifi-
cation of the service sector); distribution
(anticipatory increase of investment
resources of the tourism sector in
the gross domestic product (GDP) of
countries, distribution of the accu-
mulated capital of in-vestment funds
for the reproduction of the tourism
industry in countries with a weakened
economic system, employment growth
in tourism companies). The exchange
of resources between international joint
investment institutions and the tourism
sector is a key aspect of this strategy.
This involves the internalization of
value in the tourism sector, changes in
partnership relations and the exchange
of investment resources to expand the
network of international travel agencies
and produce their investment capacity
in countries with a weakened economic
system. The consumption of investment
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resources, which is the internalization
of consumption, has a positive effect on
investors (international corporations)
who accumulate resources and carry
out specialized investment activities.
These activities are typically conducted
through transactions with securities,
which ensure the networkization of
services. Furthermore, the growth of
the share of consumption of tourism
products in the national income of
countries has a positive effect on the
tourism industry (Hill, 2013).

At all stages of the internalization of
investment capital in the international
tourism industry, the process of legal,
economic and organizational condi-
tions for sustainable development of
the country takes place. All types of
funds from the state budget that are
transferred abroad or received from
abroad by the decision of governments
and capital that is managed by inter-
state intergovernmental organizations
are official investment capital that is
exported for the purpose of obtaining
profit or expanding economic influ-
ence on international institutions of
joint investment (Trusova et al., 2022).
Stable partnership relations regard-
ing investment in the production and
implementation of services at the inter-
national level, with established rules,
norms and self-regulation, allow for the
identification of their architecture.

This is the result of the systemic interac-
tion of universal investment institutions
(institutes of demand and supply for

investment capital, capital pricing,
competition, ownership and internal-
ization of investment income from the
development of the tourism industry)
and specific institutions of a non-market
nature (visa, migration status, transport
logistics, information ecosystems of the
tourism industry and the provision of
services in time and space, among other
factors) (Tsviliy et al., 2023). The set of
international institutions of joint invest-
ment is a form of internalization that
ensures the proportions of the global
distribution of resources in the trend of
subject-species, territorial-geographic
and regulatory diversification. This
predominant use in the tourist market
is informed by the principles of peo-
ple-centeredness, humanism, tolerance,
respect for freedoms and human rights,
democracy, and mutual trust.

The absence of international corpo-
rations from the set of institutions
engaged in joint investment represents
a significant geographical diversifica-
tion of direct foreign investment in the
tourism industry. The isolation allows
the formation of investment assets
belonging to branched investment struc-
tures of the transnational type, with the
objective of maximizing net investment
income and generating excess profits
on an international scale (Trusova et
al., 2023). At the same time, the inter-
nalization of investment income from
investing in the tourism industry is the
concentration of product production
in the service sector in the legal, inno-
vation-investment, spatial-territorial,
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socio-economic dimensions through the
formation of international corporations
that create a new competitive envi-
ronment in the international economic
system and implement a set of measures
of a strategic nature for a country with
a weakened economic system in the
post-conflict (post-war) period.

The term “international corporation” is
defined as a corporation that includes
structural units in two or more coun-
tries, regardless of legal form and field
of activity. Additionally, within the
framework of the decision-making
system, it carries out a coordinated pol-
icy and implements a general strategy
through one or more command centers.
Furthermore, it links individual units
through ownership or in any other way,
when one or more of these units can
have a significant influence on the activ-
ities of others and, in particular, share
knowledge, resources and responsibility
with them (Yakubovskyi et al., 2006).

Accordingly, the organizational and
economic concept of internalization
of the in-vestment environment in the
international tourism industry is unique
and requires substantiation of the
hypothesis regarding the expediency of
the formation of a high-quality segment
of tourist services by an international
corporation in countries with a weak-
ened economic system on the basis of
an adaptive and institutional approach
to investing in structural network
companies of the tourism market. This
approach includes both the forms and
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types of real (financial) investments
for evaluating the quality criteria of the
provision of tourist services (material
infrastructure, reliability of services,
knowledge of customer needs, etc.), and
the criteria for evaluating the quality
of tourism business entities (tourist
transport, tourist accommodation facil-
ities, maintenance of tourist flows, etc.)
(Yevdochenko, 2010).

Although there is a paucity of scientific
works dedicated to the subject of the
contemporary evolution of the invest-
ment environment in the international
tourism industry, a select few of these
works address specific areas that war-
rant in-depth analysis. Stability and
transparency of laws are crucial for
studying the investment environment
internalization in the international tour-
ism industry since countries with clear,
stable, and transparent investment rules
and legislation are the most attractive
for investors in the tourism industry.
Levchenko et al. (2021) and Krupskyi
et al. (2019) discuss the issues of legal
regulation in the field of tourism in their
works. The authors emphasize that it
is necessary to harmonize legal rules
at the international level in the field of
international tourism.

The works by Polishchuk et al. (2019)
and Chang (2018) provide insights into
the economic component of the invest-
ment environment internalization. A
review of the research conducted by
leading scientists indicates that invest-
ments in the tourism industry yield a
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high rate of return and contribute to
the rapid turnover of capital, thereby
attracting investors. Furthermore,
investors assess a country’s resilience
to economic crises and risks, such as
natural disasters or political turbulence.

In their respective works, Britchenko
et al. (2019) and Sarvarian (2023) seek
to unify the theoretical approaches to
internationalization in the international
tourism industry. They also undertake a
review of theories and concepts related
to the internationalization of business
and investment in the tourism sector. In
their respective works, scientists have
observed that countries that actively
promote their tourism products, engage
in marketing campaigns, and participate
in international tourism exhibitions are
more attractive to investors.

Wang et al. (2024) emphasize the cru-
cial role of government management
in shaping the investment environment
in the tourism industry. Tang and Yu
(2023), on the other hand, focus on the
importance of government support as
a necessary factor. Governments can
actively work to create favorable condi-
tions for tourism investment, providing
financial support, tax incentives, and
infrastructure development.

The World Economic Forum also
published a rating of tourism competi-
tiveness in European countries, where
Switzerland took the highest position,
followed by Germany, France, Austria,

and Sweden. Ukraine did not receive
significant advantages and found
itself in lower positions next to Serbia,
Moldova, and other countries.

Thus, the analyzed works confirm that
the investment environment internal-
ization in the international tourism
industry involves creating favorable
conditions for attracting capital and
developing the tourism sector. This,
in turn, contributes to the economic
growth and social development of the
country. The investment environment
includes a set of fundamental financial,
political, and socio-legal rules and orga-
nizations that determine the form of
the social structure. The studies by the
above scholars show that the issues of
the adaptational-institutional approach
to determining the format of the invest-
ment environment internalization in the
international tourism industry remain
insufficiently addressed. Given the
above, there is a need to distinguish
globalization trends in the develop-
ment of international tourism in this
article, which makes our research rele-
vant and valued.

METHODS

International corporations, as investors
planning to make portfolio investments
in the tourism industry of a country
with a weakened economic system,
must, first of all, determine the form
of their structure in the tourism market
segment of this country (Fig. 1).
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Formation of the structure of the investment portfolio of an international corporation

ternalization of investment
rnational corporation

a) expanding the production of tourist products, increasing profits due to capturing a new tourist

market in the country; achieving resource savings due to increasing the scale of tourist services;

increase in profit due to the use of comparative advantages of other countries; increase in currency

resources of tourist firms in the parent structure;

6) modernization and expansion of the production base of tourist companies; achieving resource
gs by changing the

material base in the field of tourist destination services; expanding

Figure 1. Investment Portfolio Structure for Tourism
Development in Economically Weakened Country.

Source: developed by the authors according to Carlisle et al. (2016), Diachenko et al. (2018).

At each stage of the considered
sequences of the formation of the struc-
ture of the investment portfolio of an
international corporation (ICs) for the
development of the tourism industry in
a country with a weakened economic
system, a set of specific securities is
distinguished depending on the goals of
their use. These goals include obtaining
a quality (return and risk) close to the
quality of the market portfolio, which is
structured to correspond to the capital-
ization of the tourist market; obtaining a
yield higher than the yield of the market
portfolio; and hedging risk below mar-
ket portfolio risk.
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Simultaneously with the formation of
the structure of the foreign investment
portfolio of an international corporation
must determine the principles of risk
management. In parallel, the following
options are available: to refrain from
implementing any measures, in the
hope that a favorable situation will
arise; to diversify investments between
countries with a more stable economic
system and types of securities, as well
as economic sectors and securities; to
increase the share of investments in
risk-free assets; to choose less risky
assets and investment currencies based
on the forecast of their quality; to take
special measures to protect against
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adverse changes in asset prices and (or)
exchange rates.

The arbitrage pricing theory of invest-
ment capital (assets) posits that the
return on capital (asset) is determined
by a number of general factors that
affect the return on a security (asset).
Arbitrage pricing of investment capital
is common to all securities (assets), but
they affect the level of expected income
(price) of securities (assets). The level
of expected income is sensitive to each
of the factors. That is, this sensitivity
(“beta”) can be higher or lower for a
specific security (asset). Accordingly,
the level of expected income is sensitive
to the interaction of these factors. The
expected return on a security (asset) is a
linear function of the “beta” coefficients
(Rokocha et al., 2001):

E(R) = RO + ﬁlRPI
+ BoRPy+... + Bk RP; (1]

where, RP), — the risk premium associ-
ated with the factor k; R, — risk free rate.

Factors affecting income from securities
(assets) diversify the investment portfo-
lio of international corporation for the
development of the tourism industry in
a country with a weakened economic
system. This is due to the regulatory
control mechanism of the parent struc-
ture of the international corporation.
These factors are detailed into: real
economic factors (economic growth
of the tourism industry in the country,

production of tourist product and use
of the capacities of the country’s indus-
trial sector to serve the field of tourist
services); monetary factors (changes in
the interest rate on credit investment of
tourism industry entities or changes in
the level of inflation affecting consumer
demand in the field of tourism services,
etc.); internal factors (variable share
of factors reflecting macroeconomic
deviations of the crane with a weakened
system of development of the tourism
industry, which is dependent on the
investment policy of countries with a
powerful system of international coop-
eration and partnership, etc.); industrial
factors (a set of factors common to
all industries operating and serving
the tourism industry in the country)
(Rokocha et al., 2001).

The investment portfolio diversification
model singles out such a feature of an
international corporation as an investor
who is concerned not only about the
yield (profitability) of their investments,
but also about reducing investment risk.
The corporation prefers low profit but
risk-free investments in the tourism
industry. Suppose that an international
corporation-investor has the opportu-
nity to invest its capital W both in itself
(in the country where the legal status of
the parent structure is registered) and
abroad (in a country with a weakened
economic system). The optimal value
of the structure of the investment port-
folio (@) is determined by formula (2)
(Rudenko-Sudarieva & Krysyuk, 2015):
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Hi-F; _ (-qU'{[a-1]E}W )
HoFy  qUllatiit(-mpw) 2]

where, a — optimal structure of the
investment portfolio.

For an international corporation acting
as an investor, a reduction in the level
of risk U(C) occurs with an increase in
the consumption of assets of a country
with a weakened economic system; in
other words, the greater the proportion
of income spent on homogeneous
goods and services, the lower the
marginal utility of investments. That
is, for an international corporation, the
obtained scale of income from risky
investments will have the same utility
as from income with a smaller amount
but using more reliable investment
assets. If the marginal utility remains
unchanged with a gradual increase in
the income consumed for the expansion
of the tourism business, then the level
of investment risk will not be important
for such an international corporation,
since the selected investment portfolio
will provide the same expected return
as in the country where the legal status
of the parent structure is registered, as
well as in a country with a weakened
economic system. If is U(C) the same
for all ¢, then equality (3) will have the
form (Solnik, 1983):

Hi-F _1-q
Hy,—-F,  q° [3]
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This hypothesis 1is inter-

preted as follows:

q(Hy — F1) = H, — F, — qH; + qF,,
qH, — qF, = H, — F;, — qH; + qF;,,
qH, — H; + qH; = qF; — F, + qF;,,
qHy + (¢ — DHy = qF; + (q — DF,, [4]

Accordingly, it is confirmed that the
expected profitability of international
corporations in both external and
internal investment environments is
equal. This indicates the corporation’s
intentions to expand its influence on
the institutions of the international
tourism industry. And it also indicates
its intention to enter the tourist market
of countries with a weakened economic
system in order to expand production
capacities and increase consumer
demand for services. This equality is
the foundation of the hypothesis that
international corporations will inter-
nalize their investments in the tourism
industry. In order to increase the
profitability of their investments in the
domestic and foreign tourism markets,
international corporations will fulfill
the balance of their investments in the
tourism industry and accumulated
capital, abstracting from the analysis of
risks and liquidity of assets included in
their investment portfolios. For the sake
of argument, let us assume that H, > F,,
and Hz < F;_ In this case, we will ana-
lyze the portfolio formation process
graphically (Fig. 2).
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Figure 2. The Process of Forming an Investment Portfolio of an IC for the Development
of the Tourism Industry of a Country with a Weakened Economic System

Source: developed by the authors according to Solnik (1983); Rokocha
et al. (2001); Rudenko-Sudarieva & Krysyuk (2015).

The utility function qU(C;) + (1 —q)
U(C,) represents segments of tourist
services that an international corpo-
ration-investor can purchase with its
income from investing funds under
the first and second scenarios of the
development of the tourism industry in
a country with a weakened economy.
Each indifference curve represents a
portfolio that allows the international
corporate-investor to obtain the same
expected utility. The movement along
the indifference curve is accompa-
nied by a decrease in income and
consumption under one scenario of
accumulation of investment resources
and their investment in the tourism
industry of a country with a weakened
economic system and their simultane-
ous growth under the second scenario.
For example, reduction (C2) should be

compensated by overgrowth (Cy) vice
versa. All curves have a downward
shape, that is U'(C) decreases with
increasing (C). In other words, a reduc-
tion (C7) requires a greater increase in
consumption (2), to maintain a similar
level of utility.

According to equations (2)-(3), the
choice of the structure of the invest-
ment portfolio of an international
corporation, denoted by the coefficient
(@), is formed by consumer demand
in countries with a developed mac-
ro-regional and local-regional tourism
system and its expansion into countries
with a weakened economy, taking into
account the particularities of their cul-
tural heritage and natural destinations.
Such differentiation of the choice of the
investment portfolio of an international
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corporation allows to invest resources
with a minimal risk of capital loss in
each of the possible scenarios of the
development of events in the tourism
industry. That is, choosing the optimal
investment portfolio is choosing the
best combination of (C;) and (C2). The
line of budget constraints (the curve
of the market efficient frontier) allows
the international corporation-investor
to make a choice between the expected
income under the first and second
scenarios. Accordingly, the coefficient
() can be determined from equation (3)
(Rudenko-Sudarieva & Krysyuk, 2015):

_ BRW-C,
T EW-H,W [5]

Substituting this expression into equa-

tion (2) are get the following equation
(6) (Rokocha et al., 2001):

(H1—F1) (H1F—HzFy)

~— X — ~ 12 a1

it (F;—Hz) C=W (F,~Hp)

¢ Q

¢ =20, Q=0,ince as H1 = Fi,
H, <F,, [6]

where, ¢ —the opportunity cost of an
investment portfolio invested in the
development of the tourism industry of
a country with a weakened economic
system, that is, obtained according to
scenario 2, which is determined accord-
ing to scenario 1, in the currency of the
donor country of investment assets—
plays the role of the relative price (angle
of inclination);
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Q — the level of income of the consumer
of tourist services (the maximum
possible level of consumption of tour-
ist products when implementing the
investment portfolio of an international
corporation according to scenario 1).

Thus, an international investor corpo-
ration transferring investment assets to
a country with a weakened economic
system deliberately determines possi-
ble losses (H1 - F,), in order to obtain
potential income (F - Hz). According
to the first scenario, investments in the
country where the parent structure of
the tourism company has legal status
are more profitable than in a country
with a weakened economic system
(unregulated economic reforms, budget
restrictions due to high investment
risk). However, according to the second
scenario, the opposite is true (Solnik,
1983). ¢=the opportunity cost of the
investment portfolio according to
the scenario (C,):
Hi—F

C=gm =) 7]

- F,—H;

where, J — the absolute value of the slope
of the curve (line) of the budget limit for
placing the investment portfolio of an
international corporation (Fig. 3).

The international corporation-investor
achieves the maximization of expected
utility at point 1, where the budget con-
straint line intersects with the highest
possible indifference curve (/1/1).The
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optimal structure of the investment
portfolio calculated according to for-
mula (5) shows that the movement of
investment flows along the line of the
budget limit of the investment portfolio
(share of assets of the international
corporation-investor) will decrease,
because according to scenario 2, the
profitability of accumulated assets in a
country with a weakened economic sys-
tem will be higher than in the country
where the parent structure of the tour-
ism corporation has legal status.

T

C
Ch

Ci

G CLW C>

Figure 3. The Optimal Investment
Portfolio of an IC for the Development
of the Tourism Industry in a Country
with a Weakened Economic System.

Source: developed by the authors according
to Solnik (1983), Rokocha et al. (2001),
Rudenko-Sudarieva & Krysyuk (2015).

Figure 4 shows the cases of a non-di-
versified investment portfolio for the
development of the tourism indus-
try in a country with a weakened
economic system.

Scenario 1 C;

HiW

N

HW FaW

Scenario 2 C»

Figure 4. Non-diversified Investment Portfolio
of an International Corporation for the
Development of the Tourism Industry in a
Country with a Weakened Economic System.

Source: developed by the authors according
to Solnik (1983), Rokocha et al. (2001),
Rudenko-Sudarieva & Krysyuk (2015).

If @« =1 — the investment portfolio
is formed only from the assets of the
parent structure of the international
corporation. If @ = 0 — the investment
portfolio is formed only from the assets
of international partners. If @ = 1— the
international corporation-investor has
an insignificant position on external
assets and their investment in the
tourism industry of a country with
a weakened economic system (sells
them, investing the received funds in
the assets of the parent structure of
the tourism corporation). If (a < 0)
— a high position of assets parent struc-
ture of a tourist corporation in the
tourism industry.

Thus, the graphic and mathematical
toolkit allows choosing the optimal
investment portfolio of an interna-

47



Internalization of the Investment Environment in the International Tourism Industry

Valentyna M. Zaytseva « Sergiy M. Tsviliy « Valentina S. Demko ¢ Ivan O. Klopov « Viktor |. Kovalenko

tional corporation for the development
of the tourism industry in a country
with a weakened economic system,
taking into account its own preferences
regarding resource consumption and
savings of invested capital, investment
risk and income.

RESULTS

Modern trends of internalization of
the investment environment in the
international tourism industry are exac-
erbated by factors of globalization, the
aggravation of the scarcity of natural
recreation resources and, as a result,
intensification of competition for access
to these resources. More than a third
of international trade in the services
market is accounted for by the struc-
tural units of international corporations.
They control 70-90% of the markets for
goods, services, and technologies. The
total income of corporations is more
than 30% of world GDP (UNWTO,
2022). International corporations are
not limited in their activities by interna-
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tional agreements and conventions. This
puts them in more favorable conditions
on the world tourist market.

In the structure of international invest-
ment flows, the form of economic
relations has changed, i.e., there has
been a transition from the form of
exchange of factors for the production of
tourist products to the form of exchange
of services for the restoration of objects
of tourist destinations with the help of
foreign investments. Investments in the
tourism industry are a tool to restore
and increase the pace of economic
growth of international corporations
(Gerashchenko, 2014). However, over
the past ten years, the movement of
investment capital (assets) of inter-
national corporations in the tourism
industry has a natural wave-like charac-
ter, which is caused by an uneven cycle
of development of macro-regional and
local-regional systems in most countries
of the world (Fig. 5).

2018 2019 2020 2021 2022

m FDI of international corporations in the tourism industry, billion USD

Figure 5. Flows of the FDI of International Corporations in the
Tourism Industry for 2013-2022, Billion USD.

Source: built by the authors based on UNWTO (2022), European Commission
(2021), Bloom Consulting (2021), Data.Worldbank (2020a).
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For 2013-2022, the amount of invest-
ment capital (assets) of international
corporations in the tourism industry
reached its peak value in 2018 and
was equal to 2851 billion USD. This
indicator exceeded the value of the peak
volume in 2015 by 18.2%. In compar-
ison with the level of 2017, the flow of
investment capital (assets) increased
by 48.4%. However, in 2019-2022, as a
result of the decline in income from the
tourism industry in foreign branches of
international corporations (due to the
COVID-19 pandemic and military con-
flicts in certain countries), especially in
countries with a weakened economic
systems, reinvested income accounted
for only 30% of the total inflow of for-
eign direct investment.

In 2019, FDI from international corpora-
tions in the tourism industry decreased
to 1,625 billion USD, which was 57% of
the level of 2018. This downward trend
was also maintained in 2020-2021 — the
level of FDI from international corpora-
tions decreased to $1,573 billion in 2020
(1.8 times lower than the 2018 level) and
to $1477 billion in 2021 (1.9 times lower
than the 2018 level).

For 2018-2021, 1/3 of all cross-border
mergers and acquisitions of tourism
destinations in the macro-regional and
local-regional systems of the countries
of the world were related to the resale of
foreign firms to other firms. Despite the
revival of the flow of FDI from inter-

national corporations to the tourism
industry in the first half of 2022, this
trend was unstable, due to the increase
in global political instability, military
conflicts in several countries. Despite
the lack of a clear understanding of the
trends in the further development of
the service sector, in 2022 the volume
of FDI flows of international corpo-
rations in the field of tourism services
amounted to USD 1,878 billion, which
was 65.8% of the level of FDI flows
in 2018 and 65% of the level flows
of FDI in 2015.

The increase in the flow of investment
capital (assets) from international
corporations to the tourism industry
allowed to expand recreational and
entertainment facilities in the resorts
of countries with a weakened economic
system, excluding countries with a high
risk of investment losses (conduct of
terrorist acts and aggressive military
conflicts). In 2022, the gross product
of 500 thousand foreign branches of
international corporations amounted to
3167 billion USD and grew by 2.0 times
compared to 2013.

In spite of the instability of the political
situation on a global scale, in 2022 the
share of investment from international
corporations in the countries of the II
group and in the countries of the II1
group increased sharply and amounted
to 43% of the global volume of incom-
ing FDI (Fig. 6).
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Figure 6. The Structure of Incoming FDI from International Corporations for the
Development of the Tourism Industry by Country Groups for 2000-2022 (%).

Source: built by the authors based on data UNWTO (2022), European
Commission (2021), Bloom Consulting (2021), Data.Worldbank (2020b).

This was due to a simultaneous reduc-
tion in 2021 by 29% of the inflow of FDI
in group I cranes (high level of develop-
ment of the tourism industry), but their
share does not fall below the level of
70% of the global volume of FDI for the
development of the service sector. Since
2019, the share of FDI development for
the development of the tourism industry
in the countries of the II group has been
constantly increasing. So, in 2019, it
was about 28%, in 2020 it was 39%, in
2021 it exceeded the 40% barrier and
amounted to 44%, and in 2022 it was
55%. The annual volume of incoming
FDI from international corporations for
the development of the tourism indus-
try in the countries of the III group is
on average 75 million USD, which is
equal to 0.04% of the global volume
of incoming FDI. During 2000-2018,
these countries gradually increased the
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volume of FDI development from inter-
national corporations to 0.7%. In 2022,
this share was already more than 5% of
the global volume of incoming FDI.

Analyzing the tendency of the devel-
opment of FDI from international
corporations for the expansion of
tourist services in individual countries,
it should be noted that the structure of
the distribution of incoming FDI has
changed radically in 2000-2022. From
the beginning of 2000 to the beginning
of 2010, more than 80% of the FDI flow
came from international corporations
in the structure of the global volume
of incoming FDI among 20 countries
where the tourism industry is highly
competitive. The main recipients of FDI
in the tourism industry are Luxembourg
(the volume of FDI development was
12.7%), Great Britain (12.5%), USA
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(9.6%), France (5.5%), the Netherlands
(3.6%), Spain (2.6%), Germany (2.5%).
The structure of outgoing FDI from
international corporations that are
donors to the development of countries
of the II and III groups, by the amount

of investment of resources for the
activation of investment policy and the
expansion of the sphere of services of
the tourism industry for 2020-2022 is
presented in Figure 7.
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Figure 7. The Structure of Outgoing FDI from International Corporations for the
Development of the Tourism Industry by Country Groups for 2000-2022 (%).

Source: built by the authors based on data UNWTO (2022), European
Commission (2021), Bloom Consulting (2021), Data.Worldbank (2020c).

The main flows of FDI move from coun-
tries of the I group, where the parent
structures of international corporations
are located. Their share is about 90%
of the total volume of outgoing FDI, of
which 70-85% of investment capital is
directed to intra-corporate internaliza-
tion; about 15-30% of the investment
capital comes from the countries of
the II group, which is approximately
13.1 billion USD. Over the past 6 years
(2017-2022), the volume of outward
FDI from international corporations to
countries of the II group increased by
4.6 years and reached the level of 60.5
billion USD. It should be noted that

over the past 23 years, the countries of
the 11 group have increased their share
in outgoing FDI for foreign corporate
internalization from 12.7% in 2000. to
34.6% in 2022. However, in 2022, this
group of countries did not have suffi-
cient investment resources that would
allow forming a neutral net balance
of inflow and outflow of FDI and acti-
vating the full scale of services in the
tourism industry.

The largest volume of FDI inflows
into the service industry comes from
international corporations based in
OECD countries (Fig. 8). From the
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G20 countries (where international
corporations are legally registered), half
of the incoming FDI from the global
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Figure 8. Inward FDI in Terms of Organizations and Associations of International
Corporations for the Development of the Service Sector for 2000-2022, Billion USD.

Source: built by the authors based on UNWTO (2022), European Commission
(2021), Bloom Consulting (2021), Data.Worldbank (2020d).

A significant volume of inbound FDI
from countries to the tourism industry
service sector was recorded for the
period 2000-2011 and in 2017. The
share of FDI development in this area
was about 45-55%. In 2011 and 2017,
this indicator reached 75.5% of the total
volume of inward FDI from OECD
countries, which amounted to 812
billion USD. For the period 2018-2022,
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the share of incoming FDI from these
countries decreased to 64%.

The balancing of FDI flows of interna-
tional corporations and their investment
in the international tourism industry is
implemented on the basis of a system of
countercyclical regulation, taking into
account the existing requirements of the
global economic system (Fig. 9).
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Figure 9. The System of Countercyclical Regulation of the Internalization of
the Investment Environment in the International Tourism Industry.

Source: built by the authors based on Chernichenko & Mityushkina (2016), Hill (2013).

The main elements of the system
of countercyclical regulation of the
internalization of the investment envi-
ronment in the international tourism
industry are two subsystems: countercy-
clical regulation at the macro-regional
level and anticyclical regulation at the
level of the national economy. The
main tasks of the system are: detection
and containment of asymmetries in
international economic development;
identification and elimination of the
main distribution channels of cyclical
processes within the global economy;
stimulating the creation of a techno-
logical margin of safety against the

emerging asymmetry in the develop-
ment of the global economy; stimulation
of the development of the system of
competitive advantages at the level of
individual regions and branches of the
tourism industry, which will allow to
smooth out their cyclical declines and
recessions by means of an innovative
base of budget financing prepared in
advance at the macro-regional level,
creation of a global investment fund to
stabilize and support macro-regional
systems during the crisis and stim-
ulate consumer demand for tourism
products in the process of exiting
the bottom state.
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The system of national regulation of
cyclical processes should be aimed
both at the detection and regulation of
threats “brought from outside” and at
the detection and regulation of these
threats that are formed within the
national economy. Necessary elements
of the anticyclical regulation system are
measures aimed at forming a reserve of
technological and financial strength of
the international tourism industry, as
well as the investment capacity of tour-
ism destination development projects at
the macro-regional level. These reserves
ensure the smoothing of economic
downturns in the tourism industry and
are the basis for exiting the recession
of countries with a weakened economic
system. The reserve of technological
strength is formed by stimulating the
renewal of objects of tourist destina-
tions with a rich natural landscape.

In order to ensure the maximum effi-
ciency of labor productivity (indicators
of the efficiency of the use of labor and
time resources) and the return of the
objects of tourist destinations with a
rich natural landscape on the invested
capital. The tool for creating techno-
logical strength is the investment of
investment capital in the renewal of
economic sectors and the expansion
of their potential to serve territories
with recreation and leisure facilities.
Stimulation of the internalization of the
investment environment in the inter-
national tourism industry should be
carried out using a full set of tools:
administrative, economic, institutional
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and information technologies, taking
into account the digital ecosystem.

The authors posit that the assessment
of the balanced movement of incom-
ing and outgoing flows of FDI from
international corporations to countries
with different levels of development of
the tourism industry should be carried
out on the basis of an integral index of
the investment of investment capital
(assets) in their economic system, which
is formed from a system of indicators.
The basis of the integral index should
include three components: invest-
ment resources; investment capacity;
investment risks. Each component
of the integral index must include a
set of sub-indices (factors) and their
characteristics.

The method of calculating the integral
index of investment capital (assets) of
international corporations in the eco-
nomic system of the i-th country at the
j-th level of development of the tourism
industry is based on a hierarchical
comparison of indicators aggregated
in relative scores according to the
total score of the integral index and is
calculated according to the formula (8)
(Voitko & Shatkovskyi, 2013):

ic(as) — N; > [8]

where, I{7(as) — integral index of invest-
ment capital (assets) of international
corporations in the economic system of
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the i-th country at the j-th level of devel-
opment of the tourism industry;

2 I{*index of investment resources in
the economic system of the i-th country
according to the j-th level of develop-
ment of the tourism industry;

217~ index of investment capacity in
the economic system of the i-th country
according to the j-th level of develop-
ment of the tourism industry;

217~ index of investment risks in the
economic system of the i-th country
according to the j-th level of develop-
ment of the tourism industry;

N; — the number of investigated indices.

To aggregate statistical data from 1 to
10, the normalization method is used,
which allows observing the rule of the
sequence of distribution of the received
points (Voitko & Shatkovskyi, 2013):

9 x Xi—Xmin
XMiNmax+1 [9]

where, Xi — indicator in the economic
system of the i-th country according
to the j-th level of development of the
tourism industry;

Xmin — the minimum value in the
sample of indicators of the economic
system of the i-th country according
to the j-th level of development of the
tourism industry;

Xmax — the maximum value in the
sample of indicators of the economic
system of the i-th country according
to the j-th level of development of the
tourism industry.

For indicators characterizing the maxi-
mum value result and for indicators with
the worst result, the standard formula
for normalization of statistical data is
used (Voitko & Shatkovskyi, 2013):

Xi—Xmin
XMiNpax+1 [10]

(—=9) x

Therefore, the transformational
processes of internalization of the
investment environment, according to
the requirements of the global economic
system, which alter the development
cycles of the international tourism
industry, have been reduced to the inte-
gral level of investment of investment
capital (assets) of international cor-
porations in the economic system of
individual countries, at each stage of
anti-cyclical regulation. 4 economic
cycles were selected for evaluation:
2008, 2013, 2018, 2022, which makes it
possible to determine the key changes
in the development of the international
tourism industry among the coun-
tries of the world.

The aggregate index of investment
resources is calculated based on the
ranking of countries by the follow-
ing sub-indexes (factors): sub-index
of financial resources; subindex of
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innovative resources of the digital
ecosystem; subindex of provision of
tourist recreation facilities with addi-
tional investment capital; subindex of
the development of economically active
human resources.

In 2022, the following countries were
included in the top five according to the
sub-index of financial resources: USA,
China, Luxembourg, Switzerland and
Japan. The ten countries with favor-
able conditions in the field of taxation
(according to the factor of the sub-index
of financial resources — “Tax burden,
% of commercial profit”) include the
following countries: Qatar — 11%,
Kuwait — 13%, Bahrain - 14%, Saudi
Arabia — 15%, United Arab Emirates
— 15%, Brunei — 16%, Georgia — 16%,
Singapore — 18%, Croatia — 18%,
Armenia — 20%, Luxembourg — 20%.

The top five, according to the sub-in-
dex of innovative resources of the
digital ecosystem, included the follow-
ing countries: China — 554.27 billion
USD, Germany — 185.56 billion USD,
the United States — 154.35 billion USD,
Singapore — 130.99 billion USD, Korea
— 126.54 billion USD, France — 104.34
billion USD, Japan — 91.51 billion USD,
Great Britain — 69.42 billion USD and
the Netherlands — 59.13 billion USD.

According to the sub-index of provision
of tourist recreation facilities with addi-
tional investment capital (% of GDP),
the following countries were noted:

56

Ireland — 29% of GDP, Korea, Thailand
— 28% of GDP, Czech Republic,
Slovakia — 23% of GDP, Indonesia —
22% of GDP, Germany, China, USA
— 21% of GDP. About 70% or more
of investment capital (% of GDP) is
formed in the service sector of tourist
and recreational areas of the following
countries: Luxembourg - 78% of GDP,
Cyprus — 76% of GDP, Greece — 73%
of GDP, Great Britain, France — 72% of
GDP, Singapore, Switzerland — 71% of
GDP, Netherlands — 70% of GDP, Spain
— 69% of GDP, Portugal, Italy, USA,
Belgium — 68% of GDP.

According to the sub-index of invest-
ment risks of economic systems,
countries with favorable business
conditions are determined: New
Zealand, Denmark, Singapore,
Korea, Great Britain, USA, Norway,
Sweden, Estonia, Finland, Australia,
Germany, Ireland, Latvia, Austria,
Iceland, Canada, Lithuania, Malaysia
and Georgia. Countries with the worst
conditions for doing business include
Pakistan, Benin, Niger, Ethiopia,
Gabon, Algeria, Sudan, Iraq, Cameroon,
Nigeria, Guinea, Congo, Bangladesh,
Angola, Afghanistan, Chad.

According to the index of investment
capacity, the 20 countries with the
highest indicator include the following
countries: Singapore, Switzerland,
Thailand, Mauritius, China, the
Czech Republic, Denmark, Hungary,
Germany, Bahrain, Jordan, Croatia,
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Finland, Lithuania, Malaysia, Georgia,
Poland, USA, Guatemala, Luxembourg.

Thus, based on the results of the calcu-
lation of the integral index, 20 countries

have been determined that have a high
level of development of the tourism
industry when investing investment
capital (assets) of international corpora-
tions. (Fig. 10).
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Figure 10. Integral Index of Investment Capital (Assets) of International
Corporations in the Economic System of Countries — High Level of
Development of the Tourism Industry in 2008, 2013, 2018, 2022

Source: built by the authors based on UNWTO (2022), European Commission
(2021), Bloom Consulting (2021), Data.Worldbank (2020a).

The countries with the lowest index of
investment capital (assets) of interna-
tional corporations for the development
of the tourism industry are presented in
Figure 11. Most of the countries of this
group are located on the African conti-
nent. However, it should be noted that
Asian countries, which in 2008 were in
the group of countries with the lowest

index of investing investment capital
(assets) of international corporations in
the development of the tourism industry
(Vietnam, Cambodia), crossed the line
and moved to the group of countries
with an average level development of
the service sector. The low index of
the investment of investment capital
of international corporations in the
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tourism industry of the countries of
the African continent is due to the
small size of the economy, a large tax

burden, a low level of human capital
development, a low level of savings and
attracted FDI.
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Figure 11. Integral Index of Investment Capital (Assets) of International
Corporations in the Economic System of Countries - Low Level of
Development of the Tourism Industry in 2008, 2013, 2018, 2022

Source: built by the authors based on UNWTO (2022), European Commission
(2021), Bloom Consulting (2021), Data.Worldbank (2020b).

DISCUSSION

The international tourism industry pres-
ents a unique opportunity for countries
to leverage their investment resources
to enhance the capacity of tourist des-
tinations to develop a comprehensive
range of services and expand their mar-
ket share. This, in turn, enables them
to participate more effectively in the
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interstate division of labor. However,
the process of internationalization
at the level of transnational interna-
tional corporations (ICs) introduces
a qualitatively new dimension to the
competitive landscape, intensifying the
struggle for market dominance. The
potential for international corporations
to increase their investment activity in
countries with a weakened economic
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system and to reduce investment risks
in the international economic space is
contingent upon the practical imple-
mentation of the neoliberal model of
internalization (Shvetsova, 2016). The
model demonstrates objective interna-
tional investment processes combined
with the policy of anti-cyclical reg-
ulation of the tourism industry. This
not only enhances the manifestation
of specific investment relationships in
the market of tourist services, but also
smooth’s out fluctuations in economic
dynamics and reduces the degree of vol-
atility of securities (assets) in the market
(Gerashchenko, 2014).

However, the development of the tour-
ism industry in a single country in the
model of internalization of investment
through international corporations is
not identical to the development of
global society. The basic structure
in world economic life remains the
nation-state. Geld (2005) emphasizes
that, despite the fact that the modern
state is increasingly included in inter-
national economic relations, its role as
a nation-state has not been exhausted
due to the blurring of global regula-
tory mechanisms.

It should be noted that international
corporations do not absorb national
tourist destinations, since the main
trend of the modern development of
the tourism industry in terms of inter-
nalization is the formation of diverse
geo-economic structures united by
socio-economic interests and strategic

investment guidelines. The internal-
ization of the investment environment
in the international tourism industry is
the result of the principle of diversity,
since parent structures of a global type
encourage the intensification of invest-
ment activity, which is associated with
the transition of national economies
to the adaptation-institutional level,
which implements mechanisms for the
maximum use of investment advantages
of national economies in the system of
international labor distribution in the
tourist market.

In fact, the formation of these structures
is a necessary condition for integration
opportunities for the development of
the international tourism industry on
a socio-economic basis. The funda-
mental novelty of the development of
the internalization of investment in the
international tourism industry is the
gradual acquisition of a holistic charac-
ter (Honcharenko & Skliarenko, 2017).

At the same time, the current stage
of internalization of investment in
the international tourism industry is
characterized by the following features
(Ferraro & Briody, 2017): complication
of international investment processes;
expanding the possible variation of
macro-regional and local-regional
systems in the tourism industry by
reducing the asymmetry of the service
sector; the periodic occurrence of
phenomena of a resonant nature within
the framework of the internalization
of the geo-economic space, with the
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strengthening of the unstable develop-
ment of society; intensive growth of
periods of radical change in information
technologies, the emergence of a global
digital ecosystem.

In fact, at the current stage, the non-lin-
ear nature of the internalization of
investment in the international tourism
industry is observed, the phenomenon
of which is a complex system of attrac-
tors (Gourinchas & Rey, 2014): an
information-technological system that
is generated by a digital ecosystem in a
limited communication space, providing
on its platform an intensive information
exchange with methods and means of
protection of international investment
of capital, between national structures
of different socio-economic levels;
an international socialization system,
which is generated by an adaptive and
institutional approach to the develop-
ment of human-centered systems in the
tourism business, focused on revealing
the potential of a specific individual.

That is, it can be argued that the shift in
the internalization of investment in the
international tourism industry allows
to expand the export of foreign direct
investment to the production of goods
and services, to transform the tourism
business into a world-scale industry, to
implement the international integration
of investment capital into the macro-re-
gional and local-regional systems of
countries with weakened economies in
order to strengthen interdependencies

60

between various branches of the inter-
national economy.

According to Chernichenko and
Mityushkina (2016), there is an “insti-
tutional asymmetry” in the modern
international space of the tourism
industry, which is the driving force
behind the internalization of territories
to absorb weakened macro-regional and
local-regional systems. Based on the
multi-level development of the tourism
industry, the internalization of territo-
ries with a weakened macro-regional
and local-regional system represents
the upper level of this process, while
the basic level is determined by anthro-
pocentric modes of human existence
— stereotypes of life, traditions, cultural
values and heritage, consumer demand
for entertainment and recreation, etc.,
which is especially important for the
service market.

The sources of internalization of
the investment environment of the
international tourism industry are
(Khondker, 2004):

» using the advantages of owning the
natural resources of tourist destina-
tions (or access to them), capital and
knowledge;

» the possibility of optimal placement
of structural divisions in different
countries, taking into account the
size of the domestic tourism market,
rates of economic growth, qualifi-
cations of the workforce, prices for
tourist services and the availability
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of other economic resources, the
development of tourism infrastruc-
ture, as well as political and legal
factors, the most important of which
is political stability (the described
complex is especially important for
international corporations in the
field of tourism);

» the possibility of accumulating in-
vestment capital within international
corporations, taking into account the
movement of resources to the coun-
tries where their foreign branches
are located;

» using the opportunities of the in-
ternational economy for one’s own
purposes (loans from commercial
and financial institutions of the host
state and third countries, not only the
countries where the parent structure
is based);

» constant awareness of the state of
target markets in different countries,
which makes it possible to quickly
transfer investment capital flows to
countries where favorable conditions
for obtaining maximum profit are
formed, and at the same time to di-
versify one’s activities;

» constant improvement of the orga-
nizational structure of international
corporations;

* the use of international management
for the organization of production and
sales of tourist products, maintaining
the high reputation of the company.

It should be emphasized that the speed
of the process of internalization of
investment in the international tourism

industry through international corpo-
rations depends on intangible variables
(spending on marketing research, the
number of scientists, novelty and dif-
ferentiation of products, etc.), which
increases the value of human capital,
which possesses exclusive knowledge
(patents, copyright, management skills,
etc.) (Sharma, 2013).

The mobility of intangible assets and the
social nature of their certain categories
(in particular, those based on knowl-
edge) are the basis of the concept of the
multi-production economy, according to
which one company with several struc-
tural units is more efficient than several
independent firms with one production
unit each (Shandrivska & Yunko,
2021). The process of internalization
of intangible assets occurs precisely at
the intra-corporate level through direct
foreign investment, which is an effec-
tive means of reducing corporate costs
and increasing the competitiveness of
international corporations.

Thus, the formation of international
corporations gives a powerful impetus
to the investment vector of development
for service entities in the international
economic arena, since their investment
activities are more predictable and con-
tain fewer elements of risk than in cases
of multiple subordination.

CONCLUSION

Having analyzed the impact of inter-
nalization on the tourism industry
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development, it is possible to conclude
upon the necessity to create a favorable
investment environment to stimulate
further growth of tourist flows and
infrastructure development. The article
examines the adaptational-institutional
approach to determining a format for
the investment environment internal-
ization in the international tourism
industry. This approach is based on the
relationship between the service sector
and the investment paradigm, consider-
ing a standardized and individualized
approach to the development of the tour-
ism segment in accordance with global
requirements for the quality of tourism
products and the investment of foreign
capital by international corporations in
various economic systems of countries.

Consequently, the internalization
processes exert a profound influence
on the operations of the international
tourism industry within the context of
the investment environment of inter-
national corporations. This is evident
in the manner in which the industry
develops and the nature of its economic
dynamics. The strengthening of rela-
tions between the countries of the world
leads to the fact that the decision to
expand the flow of investment capital
from international corporations has a
huge impact on the development of the
entire world economy. On the one hand,
the world community is constantly
searching for the direction of sustain-
able development of the service sector,
which, based on the scale of consumer
demand for tourist products, strives
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to create a strong economy that would
allow it to take a worthy place on the
international stage. The interests of the
international community in general
and individual countries in particular
are multifaceted.

It is crucial to determine the key factors
influencing the effectiveness of the
investment environment internaliza-
tion, such as the stability of the political
and economic situation, the presence
of transparent and stable rules of the
game, infrastructure development, etc.

However, both for the international
economic system and for the macro-re-
gional systems of individual countries,
the main task remains to raise the
standard of living of the population,
increase social standards, duration and
quality of life. The use of the invest-
ment tools of donor countries to restore
relations with internalization institu-
tions allows to change the economic
determinant of investment capital of
international corporations and direct
it to the development of the tourism
industry in local and regional systems.
In addition, ensuring the activation of
the investment capital of international
corporations for the development of
new recreational areas is due to the
introduction of a multi-indicator that
accumulates the investment compo-
nent of individual sectors of the world
economy to serve the subjects of tourist
activity in those countries where their
economic system is weakened, where
the internal distribution of own invest-
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ments does not allow to increase assets
of tourist destinations that have an aver-
age level of provision of objects of the
nature reserve fund, objects of natural
and cultural heritage.

Despite the difficulties of internaliz-
ing the investment environment of
the international tourism industry in
countries where military conflicts arise,
agreements on the future of the interna-
tional community and the establishment
of investment in the post-war period
are being strengthened. At the same
time, there may be a tangible impact of
investment risks on the restoration of
sources of investment flows, which may
have an asymmetry in the accumulation
of a special investment fund. Therefore,
to expand the investment platform of
macro-regional systems in countries
with a weakened geo-economic vector
of the development of the tourism
industry, it is necessary to diversify
tourist services and control the targeted
use of investments by international
corporations. This will facilitate the
enhancement of the value derivative
of assets from the position of term of
its turnover, implementation of the
accumulative function of accumulated
investment income on invested funds
between international corporations
in individual macro-regional tour-
ist destinations.

An analysis of the volume of foreign
direct investment in the tourism indus-
try showed that these investments
are balanced through a system of

countercyclical regulation, which
considers the requirements of the
global economic system. An integral
indicator of capital investments of inter-
national corporations into the country’s
economic system is suggested and
calculated depending on the level of the
tourism industry development.

The directions for further research
in the field of investment environ-
ment internalization in international
tourism involve expanding the scope
of research or using new methods of
analysis, such as analysis of specific
aspects of the investment environment
internalization or comparative studies
between different regions or countries.
This article may be useful for govern-
ment agencies and regulators, tourism
industry representatives, international
organizations and research centers
specializing in tourism and economic
research, researchers, teachers, and
students interested in economics and
international tourism.
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