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STIMULATING INNOVATION AND SUPPORTING SUSTAINABLE DEVELOPMENT:
INTEGRATION OF INVESTMENT POLICY
AND DIGITAL TRANSFORMATION IN THE CONTEXT OF PANDEMICS

Background. This article examines the interconnection between state investment policy and the digital transformation of
society in the context of pandemics, with an emphasis on stimulating innovation and sustainable development. The paper is
dedicated to analyzing strategies that foster innovation and sustainable growth within the integration of investment policy and
digital transformation, particularly under pandemic conditions. The study considers the potential of digitalization as a catalyst for
the development of smart cities, which can significantly enhance the quality of life for citizens by ensuring safety, energy
efficiency, and creating comfortable living conditions.

Methods. Employing an analytical approach, the research assesses current strategies and initiatives, as well as explores
the potential of digitalization for the development of smart cities.

Results. The analysis demonstrates that digitalization can significantly improve the quality of life for citizens by ensuring
safety and energy efficiency. It highlights the challenges and opportunities that arise for states and economic entities. The paper
analyzes how states, regions, and business structures can adapt to rapid changes induced by digital innovations and global
crises, including pandemics. It emphasizes the necessity of developing comprehensive strategies that integrate investment
policy and digital technologies to achieve sustainable development and form smart cities capable of effectively responding to
contemporary challenges. The role of informational transformation in creating smart cities as a platform for enhancing
educational systems, healthcare, production innovation, and increasing energy efficiency is outlined.

Conclusions. The conclusions underscore the relevance of smart city development in the context of integrating
investment policy and digital transformations, which require new approaches to management, societal development,
and interaction with global challenges. The development of comprehensive strategies that integrate investment policy and digital
transformation is key to achieving sustainable development and creating smart cities capable of effectively responding to
modern challenges.
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information society.

Background

Problem Statement. In the context of global
pandemics, the integration of investment policy and digital
transformation becomes crucial for stimulating innovation
and supporting the sustainable development of states and
enterprises. Digitalization plays a pivotal role in ensuring
market competitiveness, influencing the efficiency of
production, service delivery, education, healthcare, and
other areas. However, alongside the advantages,
challenges related to the security of digital technologies
and the protection of personal data emerge. Pandemics
introduce adjustments in the development of digital
technologies, requiring new approaches to investment
policy that account for rapid changes in the global
environment. This necessitates research into digital
transformation processes that facilitate the formation of a
"smart" society, where information and communication
technologies underpin the enhancement of life quality,
comfort, and safety of citizens, as well as effective
interaction with government structures.

Analysis of Recent Research and Publications. The
theme of integrating investment policy and digital
transformation, particularly in the context of pandemics, is
garnering increasing attention in the scientific world. This is
reflected in the growing body of research focused on
stimulating innovation and supporting sustainable
development through digital technologies. Scholars from
various countries, including Ukraine, are actively
investigating how digital transformation can contribute to
the realization of smart city concepts and adaptation to
rapid changes induced by global crises. Researchers such
as A. Andrienko, H. Zhekalo, I. Zhukovych, N. Kraus,
I. Ryzhkova, S. Chukut have made significant contributions
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to the exploration of these issues. However, the need for
further research remains pressing, as digital transformation
and investment policy in pandemic conditions demand new
knowledge and innovative solutions.

Research Objective. The research aims to determine
how the integration of investment policy and digital
transformation can aid in stimulating innovation and
supporting sustainable development amidst pandemics, as
well as to devise recommendations for the effective
implementation of these strategies at national and local
levels. The primary tasks of the study include analyzing the
impact of pandemics on investment policy and digital
transformation, particularly their interplay and influence on
innovative activity; exploring the potential of digital
transformation to support sustainable development and
stimulate innovation under the constraints imposed by
pandemic crises; and developing strategic recommendations
for integrating investment policy and digital initiatives that
consider the needs for sustainable development and the
capacity for rapid adaptation in crisis conditions.

Methods

Employing an analytical approach, the research
assesses current strategies and initiatives, as well as
explores the potential of digitalization for the development
of smart cities.

Results

The use of information and communication technologies
began in the late 20th century, leading to their rapid
development and global dissemination. This has resulted in
the emergence of new tools and methods of application,
creating new opportunities for societal benefits.
Digitalization processes have become a tool for shaping
the information society, which entails, among other things,
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the use of information and communication and computer
technologies to transform and optimize all aspects of
human life activities — from production to consumption
(Volume of data/information..., 2021).

The foundation of digitalization consists of the widespread
use of various devices connected to the internet that can
collect, compute, and generate available volumes of digital
data with the aim of improving the quality of life,
convenience, and comfort of citizens. Today, digitalization
is not just a popular trend; it underpins the main aspects of
society's functioning. Analysts note that investments in the
digitalization of business processes will account for 55% of
all investments in the development of information and
communication technologies by the end of 2024. The
digitalization processes received the most significant boost
during the COVID-19 pandemic and define the possibility of
increasing profitability and economic efficiency through the
further implementation of digital solutions. Among the most
common processes, analysts highlight further automation
and electronic document management (Vernyhora, 2022).

Key aspects of digitalization that contribute to stimulating
innovation and supporting sustainable development,
especially in pandemic conditions, include the development
of components such as the internet of things, cloud
computing, artificial intelligence, blockchain, digital platforms,
and cybersecurity. These elements are an integral part of
modern spheres of activity and form the basis of new
directions such as FinTech, InsurTech, AgroTech,
HealthTech, EdTech, as well as digitalization in the fields of
public administration, defense, and environmental protection.
Digital infrastructure is rapidly developing and is already
considered the fourth essential element for human life,
second only to basics such as water, gas, and electricity
(Markevych, 2021). The implementation of digital technologies
opens new opportunities for competition, increases flexibility,
and allows for rapid scaling of activities in new markets, which
is particularly important in pandemic conditions.

The integration of state investment policy and digital
transformation at the city level in pandemic conditions
includes several key steps. Firstly, it is necessary to
analyze the current situation, namely, to study the impact
of the pandemic on the city's economy and identify sectors
that need the most support, and to assess the existing
infrastructure and the city's technological readiness for
digital transformation. Secondly, to develop a strategic
plan, which means defining priority directions for
investments that can contribute to recovery from the
pandemic and stimulate digital transformation, and to
develop a long-term plan for integrating investment policy
with  digital initiatives. Thirdly, the involvement of
stakeholders, which is implemented as establishing
partnerships between the government, the private sector,
academic institutions, and the public, and ensuring citizen
participation in the planning and implementation of digital
projects. Fourthly, investing in key technologies. This
involves focusing on the development of broadband internet,
cloud technologies, big data, and artificial intelligence, and
supporting startups and innovative projects that promote
digital transformation. Fifth, monitoring and evaluation,
which involves implementing a monitoring system to track
the progress and effectiveness of investments and
regularly assessing the results and adjusting the strategy
according to the data obtained. Sixth, adaptation and
flexibility, which requires building an adaptive management
model capable of quickly responding to changes caused by
pandemic conditions and readiness to modify investment
plans in response to new challenges and opportunities.
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These steps help ensure that investment policy and
digital transformation work together to support the
sustainable development of the city and its ability to
effectively respond to crisis situations, such as pandemics.

The main directions of digitalization that contribute to
stimulating  innovation and supporting  sustainable
development in pandemic conditions include the
comprehensive development of digital infrastructure and the
growing dependence on software. According to international
studies, almost 70 % of the next decade will be supported by
digital processes. The contribution of digital enterprises to
GDP indicates significant development of digital tools and
infrastructure (Krupianyk, 2023). Promising directions such
as 5G technologies, virtualization, digital education, digital
health, and alternative energy will define the development
of the digital economy. However, security issues in
digitalization processes are critical, as 5G technologies carry
both opportunities and threats.

The needs for information security systems are growing
and are projected to reach $25,9 bhilion by 2030.
The realization of the information society, with an emphasis
on the digitalization of public and regional management,
requires cooperation with international organizations and
the involvement of technical assistance (Zhekalo, 2019).
The development of digital technologies, accelerated by
the COVID-19 pandemic, expands their application in all
spheres of social life, from improving the life cycle of
citizens to influencing the social status of communities.
Digital transformation involves providing convenience for
citizens, delivering services electronically, developing
online stores, internet banking, and social networks.
The digitalization of the economy includes digital reforms in
education, medicine, public administration, and business,
promoting the implementation of innovations through
information technologies (Batchenko, 2023).

Digitalization of society in the context of pandemics
opens new opportunities for stimulating innovation and
supporting sustainable development, offering economic and
social benefits. Economic advantages include GDP growth,
increased employment and labor productivity, as well as the
development of small and medium-sized businesses. Social
benefits encompass enhancing inclusivity, reducing poverty,
and improving the accessibility and quality of medical
services and education, as well as a positive impact on the
environment and a reduction in crime rates.

Digitalization implies the intensive use of information
and communication technologies and global networks,
realized through the internet and mobile networks,
facilitating the automation of business processes. This is
necessary for the realization of the smart city concept,
which forms new relationships between citizens, business,
and government. Understanding digitalization and its
impact on society is key to the development of smart cities
that ensure a high standard of living, economic prosperity,
social stability, and environmental responsibility.

Smart cities, which use digitalization to enhance
efficiency and productivity, provide citizens with real-time
interaction opportunities with the urban environment, quickly
adapting to their needs. They also ensure access to open
data, expanding citizens' possibilities. Digitalization is a tool
for forming communities that promote local economic
development and citizen comfort, building an urban
environment based on effective planning and
competitiveness. The realization of a smart city is impossible
without extensive digitalization, as it relies on innovative
communication technologies that cover all spheres of
societal life, increasing its efficiency and competitiveness.
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The state's investment policy can significantly
contribute to the digitalization of cities through
infrastructure funding if the state can invest in the
development of digital infrastructure, such as broadband
internet, data centers, and 5G networks, which are the
foundation for digital innovations in cities. Investments in
startups and technology companies developing solutions
for smart cities can stimulate the development of new
products and services. Additionally, investments in
electronic platforms for providing government services
online can increase the efficiency and accessibility of these
services for citizens. Funding programs for digital literacy
and education can prepare the workforce for work in the
digital economy. The development and implementation of
laws that promote digital transformation and protect user
rights and data are key to creating trust in digital initiatives
(Krupianyk, 2023). Collaboration with international
organizations can provide access to best practices and
additional funding for digitalization. These directions allow
the state to create a conducive environment for the digital
transformation of cities, leading to improved quality of life
for citizens and the efficiency of urban management.

The smart city concept embodies comprehensive socio-
technological transformations that have arisen thanks to
progress in information and communication technologies,
the latest standards of energy efficiency, and the reform of
relationships between citizens and government. In such
cities, citizens become active participants in urban
services, not just consumers.

Smart cities represent an innovative model of urban
transformation where information technologies solve
complex problems, modernize the management system,
and contribute to community development (Ryzhova,
& Zakharova, 2018). This concept aims to enhance the

quality of life through the integration of information and
communication technologies into the urban infrastructure,
ensuring a high level of service and comfort for residents.

Smart technologies not only optimize the use of urban
resources, such as transportation networks and energy
consumption, but also engage citizens in interaction with
the government, improving safety, meeting the needs of
the elderly, and developing infrastructure.

Digital transformation paves the way for the realization
of the smart city concept, enhancing the efficiency of
information resource utilization in various areas, including
energy efficiency and municipal transport. Digitalization
transforms cities into drivers of the economy, raises the
level of education and culture, and becomes a platform for
the implementation of technological and social innovations
(Ryzhova, 2017).

Information infrastructure is key to attracting qualified
professionals and investments, so the development of smart
cities entails systemic changes through modern information
and communication technologies and energy efficiency
standards, as well as a new model of interaction between
the government and citizens (Kraus et al., 2018). The smart
city concept provides citizens with opportunities for real
interaction with the urban environment, rapid adaptation
to their needs, access to open data, and the expansion
of their capabilities. The realization of a smart city is based
on the widespread implementation of information
and communication technologies that promote safe and
comfortable living for residents, as well as other advantages
made possible by the digitalization of society. Digitalization is
a necessary condition for the realization of the smart city
concept, as it is based on the implementation of innovative
communication technologies in all spheres of societal life,
increasing its efficiency and competitiveness (tabl. 1).

Table 1

PEST analysis of factors influencing the stimulation of innovation and support for sustainable development:
integration of investment policy and digital transformation in pandemic conditions (conducted by the author)

Factors Impact on stimulating innovation and supporting sustainable development: integration of investment policy and digital
transformation in the context of pandemics
Political Government support for investments in digital technologies. Legislation on cybersecurity and data protection.
International cooperation in the digital economy
. Availability of capital for innovative projects. Economic incentives for digitalization. Market trends and the growing
Economic L -
demand for digital services
. Public awareness and acceptance of digital innovations. The level of digital literacy and access to education.
Social ) S S
Demographic changes and their impact on digital needs
. Progress in technological research. Development of digital infrastructure. The importance of cybersecurity in digital
Technological )
transformation

This table helps to systematize external factors that can
influence the success or risks associated with the
integration of investment policy and digital transformation,
especially in the context of pandemics.

To stimulate innovation and support sustainable
development through the integration of investment policy
and digital transformation in pandemic conditions, the
following recommendations can be formulated:

1. Develop  specialized investment instruments.
Stimulate investment processes. They will contribute to
economic stability and development, particularly in
supporting small and medium-sized enterprises (SMES)
and attracting international companies. Implement
measures that stimulate investments in key economic
sectors, especially during pandemics.

2. The economy must increase the share of the
innovative component at its core, which means focusing on
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innovations as a key factor in activating economic
development and recovery.

3. Formation of an innovative culture system, namely,
creating conditions for the development of an innovative
culture that includes education, training, and knowledge
exchange. Support for innovative entrepreneurship.
Encouraging the development of innovative entrepreneurship
as a necessary condition for socio-economic development.

4. Improvement of legislation, providing legal support.
Development and implementation of legal frameworks that will
facilitate investments in innovation and digital transformation.

5. Support for scientific research and development on
this topic. Increase funding for scientific research that
promotes innovative activity and technological progress.

These recommendations can help governments,
international organizations, and investors create conditions
for stimulating innovation and supporting sustainable
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development, providing an effective response to the
challenges that arise in pandemic conditions.

Discussion and conclusions

The issue of ensuring the effectiveness of investment
policy requires in-depth research. Additionally, there is a
need to identify the best practices and models for integrating
digital solutions into the recovery and development of local
communities, the role of artificial intelligence, how to
stimulate green innovations, the potential role of the circular
economy, the necessary steps for rapid technological
development, and how the state can initiate innovations
during and after wartime. These questions demand thorough
analysis and discussion among experts, government
officials, business representatives, and the public to develop
comprehensive strategies that meet the needs of society
and the economy in pandemic conditions.

The informational transformation of society has paved
the way for the realization of the smart city concept, which
integrates information and communication technologies to
enhance the quality of life, comfort, and safety of citizens, as
well as to ensure energy efficiency. The development of the
information society has stimulated digital transformations
that have led to the creation of smart cities focused on
improving the standard of living and comfort of the
population. Digitalization is becoming a strategic direction for
national development, where the implementation of
innovative tools such as the internet of things, artificial
intelligence, blockchain, and others, contributes to increased
productivity and competitiveness in various economic
sectors. These technologies play a key role in public
administration and significantly affect everyday societal life.
However, digitalization is associated with risks, such as
cybersecurity issues and the need for continuous innovation
updates, which require attention and a strategic approach to
ensure sustainable development in pandemic conditions.
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KuiBcbkui HauioHanbHUIA yHiBepcuTeT imeHi Tapaca LUeBuyeHka, KuiB, YkpaiHa

CTUMYINIOBAHHSA IHHOBALI TA MIATPUMKA CTANIOIO PO3BUTKY: .
IHTErPAUIA IHBECTULIMHOI MONITUKN TA LU®POBOI TPAHC®OPMALIII B YMOBAX NAHOEMIU

BcTyn. Po3sansHymo e3aemMo38's30K MiX iHeecmuyiliHoto nonimukoro depxasu ma yugposor mpaHcgopmayicto cycninbcmea e
KOHmMeKkcmi naHOeMmili 3 aKyeHmoM Ha CmuMyJsilo8aHHs iHHoeauili ma cmanozo po3sumky. [lpucesyeHo aHanizy cmpameeil, ki cnpusitomb
iHHOB8auissM ma cmasnioMy po3eumky 8 Mexax iHmezpauyii iHeecmuyiliHoi nonimuku ma yugpoeoi mpaHcghopmauyii 3 ocobnueuM aKyeHmom Ha
ymoeu naHoemil. [locnidxeHo nomeHyian yugpoeizayii sk kamanizamopa 0ns po3eumkKy cMmapm-Micm, Wo MOXe 3Ha4yHoO nideuuwjumu siKicmo
JXummsi 2pomadsiH, 3abesneyyrodyu 6e3neky, eHep2oegekmueHicmb ma cmMeopeHHs KOMGOPMHUX YMO8 MPOXKUBaHHS.

MeToau. 3a donomozorw aHanimuyHoz2o niOxody ouiHeHOo nMomo4Hi cmpameeii ma iHiyiamueu, a makox OocC/iOeHO nomeHuyian
yudgppoeizauii dnss pozeumky cmapm-micm.

Pe3ynbTaTtu. AHaniz nokasye, wjo yugposisayiss Moxe 3Ha4yHO nidsuwumu sikicmb xummsi 2pomadsiH, 3abe3sneyyrodu 6e3neky ma
eHepaoegheKmueHicmb, ma eUC8imJIl0E SUKIIUKU ma MOX/1ueocmi, w0 euUHUKaromb neped depxasamu ma cy6'ekmamu 20crnodaproeaHHs.
lpoaHanizoeaHo, sik Oepxaseu, pezioHU ma G6i3Hecoei cmpykmypu MoOXymb adanmyeamucsi 00 wWeudKux 3MiH, GUKIUKaHUX yugposumu
iHHOB8auiaMu ma 2nobanbHUMU Kpu3amu, 30Kpema naHdemissmu. HazonoweHo Ha Heo6xiOHOocmi po3po6simu ecebidHi cmp i, siKi iHme 2pyomb
iHeecmuuyiliHy nonimuky ma yugpoei mexHosozii Ana 0ocsi2HEHHSI cMasio20 pPo3eUMKy ma ¢opMmyeaHHs cMapm-micm, 30amHux egheKmueHo
eidnoeidamu Ha cy4vacHi euknuku. OKpecsieHO posnb iHgpopmayiiiHoi mpaHcgopmayii y cmeopeHHi cmapm-micm sK nnamgopmu Ons
ydocKoHasleHHs1 0c8imHix cucmem, 0XopPoHU 300po8'si, iHHo8ayiliHocmi eupobHUYMea ma nidsuw,eHHs1 eHep2oegeKmueHocmi.

B ncHoBKku. [lidkpecneHo akmyanbHicmb meMu po38umkKy cMapm-micm y KoHmekcmi iHmezpayii ineecmuyitinoi monimuku ma yugpoesux
mpaHcgopmayili, w0 eumazaromb Hoeux nidxodie 4o ynpaeniHHs, pPo3eUMKy cycninbcmea ma e3aemolil 3 2/106anbHUMU 8UK/IUKaMU.
AKkyeHmoeaHo, w0 Po3pobIITHHS KOMIMJ/IeKCHUX cmpameeil, siki iHmezpyromb iHeecmuuiliHy nonimuky ma yugposy mpaHcgopmayiro, €
K/1r0408UM 05151 00Csi2HEHHSI CMaJi020 PO38UMKY ma ClmeopeHHs1 cMapm-Micm, 30amHux egpeKMuUBHO peazyeamu Ha Cy4YacHi 8UKITUKU.

Knio4yoBi cnoBa: iHHoeauil, cmanuli po3eumok, iHeecmuyilina nonimuka, yugposa mpaHcgopmauyis, naHdemii, cmapm-micmo,
iHghopmayiline cycninscmeo.
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