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Abstract. In each case, the tactics and strategy of management are complemented by other tools and mechanisms,
depending on the conditions of accommodation, specialisation, and life cycle of a particular enterprise. However, the
war has also led to the emergence of new circumstances for the functioning of hotel, restaurant and tourism enterprises.
The purpose of the article is to substantiate and develop new and improve the existing directions, mechanisms and tools
for managing the efficiency and competitiveness of hotel, restaurant and tourism enterprises in the context of war, taking
into account military challenges and threats, possible reserves for relocation and spatial displacement of the tourism
services market. In the process of writing the article, the following methods were used: historical and systemic approach;
systemic and structural analysis and synthesis; statistical and economic, economic and mathematical, and ranking. As a
result, new factors have been identified and the set of existing factors influencing the competitiveness of hotel, restaurant
and tourism enterprises has been supplemented. It is found that these factors are both common and different. Thus, the
growth of competitive advantages, efficiency and competitiveness is facilitated to a greater extent by: integration processes;
quality of products and services; qualification of staff and management; use of digitalisation and marketing measures in
the organisation and management of activities. Therefore, focusing on their support constitutes the strategic objectives
and directions of efficiency and competitiveness management. At the same time, it is necessary to take into account the
differences relating to the factors of location of hotels and restaurants (restaurants are preferable in very busy places, hotels —
in quiet and peaceful places); hotel, restaurant and tourism enterprises — inclusive or exclusive services, authentic offers;
seasonal demand, specially allocated time for rest, etc. The article emphasises that the continuation of Russia’s missile and
bomb attacks on peaceful cities of Ukraine requires a corresponding intensification of security measures for the hotel,
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restaurant and tourism business. The results of the study can be used in managing the efficiency and competitiveness of
hotel, restaurant and tourism enterprises, local governments, in the educational process of universities and colleges

Keywords: consumers; services; quality; military threats; risks; security; strategic directions

INTRODUCTION

In the last decades of the twentieth and early twenty-first
centuries, the functioning of the hotel and restaurant busi-
ness and its business entities in Ukraine and other coun-
tries of the world has taken an increasingly significant
place in the structure of national economic complexes in
terms of their share in gross and national domestic product
(GDP, NDP). However, due to the coverage of large masses
of the population with services, their activities require cer-
tain compliance and are accompanied by significant risks
and restrictions. Therefore, the issues of availability and
preservation of certain competitive advantages, efficien-
cy and competitiveness of hotel, restaurant and tourism
enterprises, structural factors and management strategies
as a condition for their successful functioning and devel-
opment in a market economy are constantly relevant and
even increasingly so.

There are many valuable and informative scientif-
ic publications on this issue, but there are practically no
comprehensive studies of hotel, restaurant and tourism
enterprises as integration entities or jointly operating en-
terprises that combine the functions of accommodation,
catering and tourism. Nevertheless, the problems of func-
tioning and development of hotel, restaurant and tourism
enterprises in Ukraine are in the focus of constant atten-
tion of scientists and practitioners. For example, in the
publication by L. Marmul et al. (2020), the research and
its results are focused on establishing regional features of
accommodation and management of the development of
hotel and restaurant business and tourism as activities. An
important role is given to assessing the natural potential for
tourism business development and the location of its enter-
prises; assessing the innovativeness of the tourism product
and justifying the introduction of innovations to improve
tourism efficiency and the quality of tourism services. Less
studied are the risks of tourism and, especially, hotel and
restaurant activities. In the work of V. Yarovyy & V. Yurch-
enko (2021), the subject of research is tourist destinations,
their identification, specialisation and use in peacetime.

Article by V. Danylenko-Kulchytska (2022) is devoted
to assessing the state of the hotel and restaurant business in
Ukraine during the war. The article identifies a list of rea-
sons that led to its significant reduction and destruction;
defines the principles of possible recovery and substantiates
measures to restore activities, taking into account the ex-
perience of European countries that experienced military
operations, although without total destruction of infra-
structure. U. Huzar & A. Levchuk (2023) analysed the ac-
tivities of restaurant enterprises in Ukraine during the war.
The authors focus on the enormous losses of the restaurant
business and examples of its recovery in the format of small

restaurants and cafes, as well as an analysis of the activities
of relocated enterprises.

I. Levytska & A. Klymchuk (2022) identify the main
challenges and propose possible strategies for the survival
of hotel and restaurant business enterprises. To increase the
practical orientation of the proposals, the authors rank and
group challenges and threats into general, specific and in-
dividual ones. The article by V. Tsaruk (2023) identifies the
losses of tourism as a result of the war and the processes of
diversification of tourist flows. The main focus of the recom-
mendations for the future recovery of the industry is on mar-
keting measures and public-private partnerships in Ukraine.

Hotel and restaurant enterprises largely determine the
activities of other enterprises and types of activities, in-
cluding furniture, textile, interior production, and tourism.
Therefore, a comprehensive study of the competitiveness of
hotel and restaurant and tourism enterprises in their inter-
connection, as well as their management, is of great impor-
tance not only for them as individual business entities, but
also for the entire hotel and restaurant and tourism sector
through synergistic effects for ensuring employment, hold-
ing various events, providing quality services to consumers,
and filling local budgets. The purpose of the article was to
identify new factors and problems of efficiency and compet-
itiveness of hotel, restaurant and tourism enterprises and to
substantiate the corresponding management mechanisms
and instruments based on the identified circumstances,
including military threats, and to establish trends in struc-
tural changes and clarify strategic development priorities.

MATERIALS AND METHODS

The study used the following methods: scientific abstrac-
tion, historical, systematic approach, systematic and struc-
tural analysis and synthesis - to generalise and systematise
views on the content, structure and features of tourism and
hotel and restaurant enterprises in modern economic con-
ditions; statistical, economic and economic-mathematical,
extrapolation - to determine the economic efficiency and
competitiveness of operation and to substantiate the stra-
tegic priorities for the development of these enterprises.
The materials for the article were reviews of the function-
ing of hotel, restaurant and tourism enterprises and chains
in Ukraine and in the world in recent years (2019-2023),
including during the Russian war against Ukraine; mon-
ographic materials, personal observations of the authors.

Thus, based on the systematic approach and the his-
torical method, general data on the functioning and de-
velopment of hotel, restaurant and tourism enterprises in
Ukraine and in the world were obtained. The system-struc-
tural analysis and synthesis made it possible to determine
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the structure and activities of hotel and restaurant enter-
prises, the content of tourism products and services; to
summarise and group competitive advantages and risks
and threats, including those brought by the war, by certain
characteristics. Statistical, economic, and economic-math-
ematical methods made it possible to establish the main
indicators of the hotel, restaurant, and tourism enterprises,
to rank them, and to identify problems and development
trends. The use of the extrapolation method along with
them contributed to the development of proposals for the
preservation and further functioning of hotel, restaurant
and tourism enterprises in the context of war, especially
taking into account its risks and threats.

RESULTS AND DISCUSSION

Enterprises of the hotel, restaurant and tourism business are
represented by business entities of various forms of owner-
ship, size, organisation of business processes and special-
isation. Thus, according to their property status, they can
be state-owned, municipal, or private enterprises; compa-
nies (full, limited, closed, and open joint-stock companies;
family and joint ventures). They are divided into small,
medium and large enterprises by their size or dimensions.
In terms of the form of business process organisation, they
can be enterprises, holdings, hotel and tourism alliances,
clusters organised under a franchise, etc.

According to the specifics of service provision, hotel
and restaurant enterprises are divided into hostels, guest-
houses, hotels, motels, apart-hotels, spa or resort hotels,
boutique hotels, etc. By specialisation, these are tourist
hotels for holidaymakers only and hotels for general use.
At present, these can be one-, two-, three-, four- and five-
star hotels by category. The “restaurant” part of the hotel
and restaurant business can also be classified according to
the relevant criteria. According to the quality of services
provided, they also have their own gradation and Michelin
stars (Michelin stars..., 2019). As a rule, hotels have restau-
rants and bars, buffets, and takeaway services. Depending
on the size of the hotel, there may be several of them.

According to E. Maslennikov (2021), the competitive-
ness of hotel, restaurant and tourism enterprises is con-
sidered as a result of the ratio of quality and price of their
services, the use of competitive advantages, as well as the
image, depending on these components. Its increase or de-
crease is influenced by both existing competitive advantag-
es and their absence, as well as changes in their content.
Thus, while before the full-scale Russian attack on Ukraine,
the internal environment of the hotel, restaurant and tour-
ism services industry was most influenced by the quality
and cost of services and products that should be better
than those offered by competitors in a particular market
segment and enterprises, in 2022-2023, it was the security
of their provision.

N. Vecepura & Yu. Zemlina (2021) include the follow-
ing in this traditional list: interior of the premises; pictur-
esque environment and landscape design of the accommo-
dation area (if any); quality and range of services; loyalty

policy and customer bonuses; professionalism, friendliness
and education of the staff; prices, promotions and dis-
counts; use of marketing strategies to promote products
and services; introduction of innovations, especially dig-
ital technologies in sales, organisation and management;
management efficiency. New security competitive advan-
tages, which were previously considered impossible, have
been added to the list. These include the availability of own
well-equipped bomb shelters or proximity to them; and the
equipment of locations with air defence systems.

The next group of factors that influence the compet-
itiveness of hotel and restaurant business enterprises is
formed by external components. These include, first of all,
institutional factors, especially regulatory and legislative
regulation; government and local decisions on compliance,
restrictions, procedures and support for work during a
pandemic, martial law, and normal operation; the structure
and dynamics of the relevant market; competitors’ activi-
ties, etc. Internal and, mostly, external factors are also iden-
tified in terms of influence - direct or indirect.

The latter include factors of income and effective de-
mand of the population; traditional structure of income
and expenses and the share of leisure funds in them; mon-
etary, including currency policy; customs and tax regula-
tion; socio-economic and military stability; inflation rate in
the country; crime situation, bureaucracy, corruption and
personal security guarantees. Knowledge, assessment and
diagnostics of these and other factors and competitive ad-
vantages make it possible to make informed management
decisions on the efficiency of functioning and increase
competitiveness (Fonarova & Bushuiev, 2021).

In general, the above-mentioned internal and external
factors and processes of functioning and development of
hotel, restaurant and tourism enterprises are accumulated
in the motivation of owners and staff to provide their ser-
vices and consumers to accept them. At the same time, the
motivation is complemented by moral and psychological
or behavioural factors, which, unlike the previous ones, are
difficult to quantify. These include fear for one’s life, which
does not contribute to the motivation to do business; fear
of responsibility for someone else’s life; consumer guilt to-
wards those who cannot afford a holiday; business risks
that cause uncertainty in work; indecision or inability to
re-profile one’s activities.

In business practice, the competitive advantages of the
components of hotel and restaurant complexes may not co-
incide. For example, a restaurant needs high traffic to op-
erate, while a hotel needs to be secluded and comfortable.
In addition, meals in hotel restaurants can often be more
expensive than in freestanding restaurants. This encourag-
es hotel and restaurant enterprises to provide uniqueness,
exclusivity, and other features to increase their attractive-
ness to consumers (Krukovska, 2022).

For restaurants, this means special menus or dishes;
national cuisine days or masterclasses in the restaurant;
author’s cuisine; the work of famous chefs, etc. Ukraine
is famous for its gastronomic culture and high-quality
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restaurant services. The national dish, Ukrainian borshch,
has been recognised by UNESCO as an intangible cultur-
al heritage of world significance. According to the famous
Ukrainian chef Yevhen Klopotenko, syrniki, dumplings
with cherries, pancakes and many other dishes are next in
line (Yeskova, 2022). However, there is not a single Miche-
lin-rated catering establishment in Ukraine. Therefore, the
potential for growth in this area is quite significant.

Hotels should also attract customers with special types
of services. These include spa and beauty treatments, gym
services, swimming pools in addition to the main ones;
organisation of various cultural and artistic events and
conferences; introduction of various loyalty programmes,
incentives, attention and respect for holidaymakers; use
or attraction of interesting tourist destinations in accom-
modation and in the course of operation — organisation of
hikes, excursions, visits to unusual attractions. In synergy
with restaurant services, this should provide a significant
impetus to increase demand for their services, as well as for
hotel and restaurant enterprises in general.

Ye. Kozlovsky et al. (2021) believe that tourism enter-
prises are essentially represented by three different catego-
ries: those that provide travel, accommodation and cater-

& &
D%
fz§°& < &
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ing services in various variations; those that provide purely
tourism services; those that do not provide tourism servic-
es directly but are engaged in their development and or-
ganisation. The first group includes sanatoriums, boarding
houses, recreation centres, motels, campsites, and equipped
places for unorganised tourists. The second group is made
up of tour bureaus, tourist clubs, local history clubs, natu-
ralist stations, etc. The third group includes travel agents,
agencies and tour operators. The latter are the most signifi-
cant participants in the tourism services market.

Travel agencies have their own public organisation, the
Ukrainian Association of Travel Agencies (UATA). As of
2021, 38 organisations were its members. The association’s
activities are aimed at improving travel services, sharing
experiences, exhibitions, presentations abroad, and devel-
oping new travel products. The most well-known agencies
are: Come with Us, Hot Tours Network, Mandarin, Man-
druy, Merkaba, Pilgrim. There were 50 tour operators in
the same year. The most significant of them are shown in
Figure 1. Most of them had foreign participants, including
Russian capital, such as Aneh Tour. In 2022, the most sig-
nificant of them were Join Up, Coral Travel, ALE, TEZ Tour,
and Eurotrips.

B Adherence to the declared
charter programme (including
the city of departure)

M Flight postponements and delays

M Frequency of no-shows
at booked hotels
Evaluation of guides' work

m Confirmation of orders
(rate of refusal)

B Guarantee of the best price

for early booking
$ 0@ &QG M Loyalty in resolving disputes
¥ \é& Final evaluation

Figure 1. Economic performance of Ukrainian tourism market operators in 2021

Source: compiled by the authors based on Ukrainian Association of Travel Agencies (2021)

The pandemic has had a detrimental impact on their
operations, causing enormous losses due to the practi-
cal cessation of their activities. But the Russian invasion
caused much more damage. It is about destroyed airports,
damaged hotels and restaurants, offices and other property,
roads, tourist attractions, mined forests and coasts, loss of
personnel, etc. Suffice it to say that the global economy lost
USD 14 billion due to the war in Ukraine. The number of
flights has fallen even in neighbouring countries due to the
war. For example, in Moldova, it dropped by 69%, in Slo-
venia — by 42%, in Latvia — by 38%, in Finland - by 36%,
and in the Czech Republic - by 35%. In Ukraine, budget
revenues from tourism decreased by 30% in 2022. The de-
cline in campsites, campsites, and childrens holiday camps
was 60%; tour operators — 35%; and travel agencies — 27%.

In 2023, the situation worsened by another third compared
to 2022. The number of companies in the industry also de-
creased by 34%. In 2022 alone, the number of foreign tour-
ists decreased from 14-15 million to 2 million. Of these,
1 million are public activists, volunteers, and journalists.
However, domestic tourism has partially resumed. Rela-
tively safe western regions, especially Zakarpattia, Lviv, and
Chernivtsi regions, have become popular among Ukraini-
ans. They increased their tax revenues from tourism by 30-
50%. Kyiv, on the other hand, reduced its tourism business
activity in terms of taxes by 50%. The southern regions have
almost lost it. In Kherson region, it is 0.3% of the pre-war
level, in Mykolaiv region — 30%, in Odesa region - 7.9%.
However, in monetary terms, the decline in tourism in Kyiv
and Odesa region alone amounted to UAH 244.3 million,
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which could not cover the increase in the western regions
of UAH 12.1 million (Smakota et al., 2023).

However, tourism has to revive one way or another.
And by the time the war is over, revival strategies must be
in place. The complex impact of all factors, regardless of
the classification approaches to their assessment and con-
sideration in competitiveness management, is evidenced by
the certification of hotels by category, service (number of
stars) and quality, as well as ranking within a particular cat-
egory. Based on the number of stars, consumers and other
stakeholders can judge the level of comfort and compliance
with their expectations and plan their holiday budget. For
example, a one-star hotel provides minimal amenities for
a modest fee. It is booked by students, singles and other
holidaymakers with a minimum budget. A two-star hotel is
characterised by more amenities and may even have a din-
ing room or breakfast buffet and slightly more expensive
services (Fedyshyn & Boiko, 2023).

As a rule, hotels in Europe operate in the 3-5* certi-
fication range. A three-star hotel implies the availability
of sanitary facilities in each room and other amenities at
a fairly reasonable price. A four-star hotel means an even
higher level of comfort in the rooms (from 16.0 sq m) and
the availability of public facilities such as a gym, swimming
pool, parking for guests’ vehicles, and daily housekeeping.
A five-star hotel has the same level of comfort as the pre-
vious category level, but it has the following advantages:
more spacious rooms (from 18.0 m?), beautiful views from
the windows; additional facilities and services in the form
of conference rooms, small shops or boutiques, exhibitions,
several bars and restaurants, a swimming pool and a sauna;
round-the-clock concierge service and room service; beau-
ty salons; excellent menus; a nightclub (Yakushev, 2020).

When forming and managing competitiveness at the
level of hotel and restaurant enterprises, it is important to
substantiate tactical and strategic management decisions
and their optimal combination. Thus, the relevant institu-
tions of Ukraine received a significant impetus to upgrade
and improve the quality of work in the form of a major in-
ternational event — the European Football Championship in
2012. This was especially true for the cities hosting the main
football matches (Kyiv, Donetsk, Lviv and Kharkiv), as well
as the routes of the main tourist flows of fans. At the same
time, Ukraine invested EUR 12 billion in infrastructure,
compared to EUR 20 billion in the second host country, Po-
land. Revenues from tourism increased by 40.0% to almost
UAH 7 billion. The number of people staying in hotels has
increased significantly. In Kyiv alone, it grew from 1.1 to 1.5
million people. At the then exchange rate (UAH 7.99 per
dollar), this amounted to approximately EUR 700 million
or USD 475 million. UEFA’s (Union of European Football
Associations) revenue from the 2012 Championship was in
line with the target of EUR 1.4 billion, of which the hospi-
tality industry accounted for the smallest share of EUR 100
million or 14.0%. Media and commercial rights and tickets
made up the rest. Other large-scale events of international
importance in Ukraine that contributed to the development

of the hotel and restaurant industry were the Eurovision
Song Contests in 2005 and 2017. Thus, the costs of the latter
contest amounted to UAH 603 million or EUR 20.4 mil-
lion, while the revenues were UAH 72.5 million or EUR 2.5
million, i.e. 8.3 times less (UEFA revenues from..., 2012).

It should be noted that even with a well-developed
network of competitive hotel and restaurant enterprises,
including leading global brands and national chains (Ra-
disson SAS, Hilton, Intercontinental, Fairmont, Hyatt,
Rixos, Ibis, Premier, Reikartz, etc.); modern airports and
other transport hubs and centres; comprehensive imple-
mentation of advanced digital technologies in their work;
rich history and culture; excellent gastronomic traditions,
the tourism and recreation business, especially internation-
al, has significant potential for development (Maslihan et
al., 2022). It is constrained not only by the limitations of
the war years (2022-2023), but also by insufficient market-
ing and information drives and actions at the state, region-
al and local levels of organisation; military operations in
Donbas; insufficient level of service and insufficient size of
the middle-class hotel segment; and extremely uneven dis-
tribution of hotels in the country. Thus, the vast majority of
international class hotels are concentrated in the capital of
Ukraine - Kyiv. A few of them are represented in cities that
are resort and recreational centres and in major regional
centres such as Dnipro, Lviv, Odesa and Kharkiv. The sit-
uation is much worse in regional and, especially, district
centres. In general, there are 1.1 hotel rooms per 1,000
inhabitants in Ukraine, while in Poland it is 2.2 and in
France - 10.8 (Dyakonova et al., 2021). This encourages the
comprehensive development of hotels and hotel chains, and
raising their class. According to the data of the well-known
Internet platform Booking.com (n.d.), there are enough ho-
tels of a high level of star rating in the country, a significant
number of uncertified accommodation and not enough
three-star hotels. According to G. Myskiv & S. Nycz-Wo-
jtan (2022), convenient and modern booking systems have
the potential to become a tool for marketing tourism ser-
vices, and therefore it is necessary to improve this process.

Compared to the previous ten-year period (2010-
2020), in 2008 there were 1,218 hotel companies in
Ukraine, and 3,200 hotels together with sanatoriums and
boarding houses. Thus, there has been an increase of more
than 3.0 times, and 930 hotels have been certified. The cer-
tification resulted in 30 one-star hotels, 43 two-star hotels,
66 three-star hotels, 22 four-star hotels and only 2 five-star
hotels. Thus, the number of low-star hotels decreased by
1.4-3.5 times and the number of multi-star hotels increased
by 4.2-21.5 times. However, a significant drawback is the
presence of a significant number of hotels that do not have
a category, and therefore cannot confirm the high quality
of services, although they may be provided at a high level.
Therefore, progress in this area is important for their com-
petitiveness. However, the war has changed this reality. As
of 2023, the hotel, restaurant, and tourism network in Don-
bas and Kherson was completely destroyed; the cities of
Mykolaiv, Odesa, and Kharkiv were significantly damaged.
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The industry was completely destroyed in the occupied
territories. The hotels and restaurants, stadiums, transport
routes, sports and other infrastructure that were built for
EURO 2012 were destroyed or completely destroyed in
2022. However, the reconstruction of the industry needs
to be planned now, taking into account the achievements
of the past and avoiding previous miscalculations and the
consequences of the war (Zhuravka et al., 2023).

Quite often, both in Ukraine and in other countries of
the world (the European Union, Turkey, Egypt), one can
observe that hotels of the same category located in the same
place and even on the same street have different occupan-
cy, profitability and profitability (Yakushev, 2020). This can
be explained by differences in their construction, develop-
ment history, famous guests, themed rooms dedicated to
certain people, events, eras, and styles. There are also fac-
tors that are difficult to measure, such as the atmosphere,
the friendliness of the staff, and the loyalty of the manage-
ment and owners. In managing competitiveness, aspects
of behavioural economics that relate to consumers should
also be taken into account: the fashion for a particular ho-
tel, service, city; the sense of prestige of a holiday, etc.

Tactical and strategic management decisions in manag-
ing the competitiveness of hotel and restaurant enterprises
should address at least the following areas: ensuring that the
administration of functioning is in line with institutional
factors; comprehensive development of integration forms
of activity to create greater efficiency, investment, profita-
bility and quality of services, as demonstrated by large hotel
alliances, networks and other integration associations; in-
troduction of innovative, especially digital technologies in
operational and organisational; training and improvement
of staff and management; continuous monitoring, evalua-
tion, diagnostics and forecasting of the hotel and restau-
rant services market, competitors, consumer demands and
behaviour; application of the latest marketing techniques,
technologies and strategies to promote products and ser-
vices, including branding and rebranding; forms of invest-
ment, accommodation and lodging, such as apart-hotels,
purchase of rooms for permanent use and subleases, etc.

Thus, in order to manage the competitiveness of hotel
and restaurant and tourism enterprises, not only tactical
but also strategic management decisions are important. At
the same time, there are many strategies for achieving and
developing certain competitive positions of hotel and res-
taurant business enterprises. But strategic decisions are es-
pecially important for increasing the competitive potential
of enterprises. After all, its formation and increase are the
basis for increasing the competitiveness of the hotel, res-
taurant and tourism business. However, in the practice of
competitiveness management, business entities in the hotel,
restaurant and tourism business are rarely limited to one or
another of the above strategies. As a rule, several of them are
used simultaneously in combination, depending on their
competitive position, reproduction cycle, resource provi-
sion, specialisation, and location (Maria et al., 2023). Thus,
according to the chairman of the board of VisitUkraine.

Today, certain trends are already noticeable in the restora-
tion of tourism in Ukraine (2023): people most often need
to rest in sanatoriums, where they can restore their nervous
system as far away from explosions and air raids as pos-
sible; demand for tours for one person or family has in-
creased and group tours have fallen; priority requirements
for hotels and other accommodation facilities are availabil-
ity of light, heat, water, communication and shelter. Given
these and other trends, the market will continue to focus
on domestic consumers. Travel agencies will offer holidays
in rural areas in cooperation with rural green tourism en-
terprises; various bus tours abroad. The problem is attract-
ing solvent customers (Hotel business in Ukraine..., 2023).

It can be solved by relying on marketing tools based
on big data analytics. Some of them, for example, are of-
fered by Kyivstar (Tourism during the war..., 2023). 1. The
Client Portrait tool helps to clearly understand the travel
agency’s customer base according to selected criteria — age,
gender, location, interests, income, profession, etc. This
allows to develop and adapt the offer to a specific target
audience, thereby increasing the number of consumers.
2. Geo-analytics. With this tool, hotel, restaurant and tour-
ism businesses can develop special offers for potential vis-
itors, taking into account geographical features; increase
their advertising in those regions where customers come
from the least; open their outlets, branches, representative
offices where demand and customer flow are highest. 3. The
third tool is targeted mailings. They allow to send personal-
ised offers to individual customers or groups of customers,
which can be distributed according to more than 100 cri-
teria, such as geolocation, age, gender, children, pets, inter-
ests, travel, lifestyle, etc. The use of these marketing tools
can be seen as new competitive opportunities for hotel,
restaurant and tourism companies that will allow them to
operate despite the difficulties of wartime.

CONCLUSIONS

Hotel, restaurant and tourism businesses were widespread
and dynamically developed in Ukraine in the pre-war pe-
riod. However, as a result of the full-scale invasion, they
suffered perhaps the greatest losses and destruction. This
applies to property complexes, personnel, and tourist flows.
Therefore, the article attempts to conduct a comprehensive
study of both hotel and restaurant and tourism enterpris-
es. They are significantly dependent on each other in the
process of forming efficiency and competitiveness, have
common threats, but certain differences in location, prior-
ities of consumer demand, and marketing strategies. The
identified pattern should be taken into account in manag-
ing the efficiency and competitiveness of hotel, restaurant
and tourism enterprises during the war, especially in terms
of security measures.

The competitiveness of hotel, restaurant and tourism
enterprises is influenced by external and internal, direct
and indirect factors. These include integration processes;
quality of products and services; innovation and digital-
isation and online technologies; staff qualifications and
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traditional hospitality. Operational and marketing activi-
ties and the chosen management strategies largely deter-
mine the competitive advantages, competitive potential
and competitiveness of business entities in this dynamic
and profitable sector of the economy, and therefore must be
comprehensively implemented during the war.

In prospective studies, in the implementation of man-
agement decisions proposed in the study, it is necessary to
take into account the hierarchical levels of formation of
efficiency and competitiveness — enterprises, products and
services, industry and market; stages of development, re-
production cycles. Depending on the competitive position
of the hotel, restaurant and tourism business enterprises,

identified differences in activities, the following remain
common to all enterprises: support for integration pro-
cesses; focus on products and services, their properties
and qualities; improvement of personnel and management;
introduction of digitalisation and innovative technologies
and marketing measures.
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AHoOTaLif. Y KO)XKHOMY KOHKPETHOMY BUIIA/IKy TAKTUKA i CTPATETis YIPABIiHH JOIOBHIOOTHCS IHIIMMI IHCTPyMEHTaMI
Ta MeXaHi3MaMI B 3aJIOXXHOCTI Bifi yMOB po3MilljeHH, celjiajisanii, >)KUTTEBOTO LIMKITY TOro a00 iHIIOro MiIpueMCTBA.
OpHak BiifHa IpM3BeJIa Ji 10 BUHMKHEHHA HOBUX 00CTaBUH (PyHKIIIOHYBaHHSA FOTE/IbHO-PECTOPAHHMX i TYPUCTUYHUX
nigmpreMcTB. MeTa cTaTTi onArae B OOIPyHTYBaHHI Ta po3poOLi HOBUX i1 YIOCKOHA/IEHH] iCHYI0UMX HaIlpsAMIB,
MeXaHi3MiB Ta IHCTpyMeHTIB ynpaBiiHHA e(eKTUBHICTIO I KOHKYPEHTOCIIPOMOXKHICTIO TOTe/IbHO-PeCTOPaHHUX
i TYPUCTUYHKX HiJIIPUEMCTB B yMOBaX BillHM 3 ypaXyBaHHAM BOECHHUX BUK/MKIB i 3aTp03, MOX/IMBUX Pe3€pPBiB
pesokanii Ta IpOCTOPOBOTO 3MillleHHS PUHKY TYPUCTUYHUX HOCIYT. Y mpoueci I HanucaHHA 0yI0 BUKOPUCTAHO
METOJM: iICTOPUYHMII Ta CUCTEMHOTO IiJXOY; CUCTEMHO-CTPYKTYPHOIO aHa/Ii3y i CMHTE3Y; CTaTUCTUKO-eKOHOMIYHI,
e€KOHOMIKO-MaTeMaTIYHi, paH>KyBaHHA. B pe3ynbrari Oy10 BCTAaHOBIEHO HOBi Ta JOIIOBHEHO CYKYIIHICTb iCHYIOUUX
YMHHUKIB, AKi BIUIMBAIOTh Ha KOHKYPEHTOCIIPOMOXXHICTh HiJIIPUEMCTB I'OTE€IbHO-PECTOPAHHOTIO i TYyPUCTUYHOTO
6i3Hecy. BrsABieHo, o Li YMHHUKY €, OFHOYACHO, CIIIBHUMIY Ta BigMiHHMMIU. Tak, 3pOCTaHHIO KOHKYPeHTHUX IIepeBar,
eeKTMBHOCTI i KOHKYpPEHTOCIPOMOXXHOCTI CIIPMAIOTH OiIBIIO0 Mipol0: iHTerpaliiiHi mpouecy; AKiCTb IIPOJYKTIB i HOCTyT;
kBasi¢ikalis nepcoHany i MeHe[PKMEHTY; BUKOPUCTaHHA NudpoBizalii Ta MapKeTMHIOBMX 3aXO/iB B opraHisauii Ta
ynpasmiiHHi fisnpHOCTI. ToMy 30cepeKeHHA Ha iX MATPMUMIIi CK/Iafla€ CTpaTeTriuHi 3aBAaHHA Ta HAIPAMM YIPaBIiHHA
e eKTMBHOCTI JI KOHKYPEHTOCIIPOMOXKHOCTI. IIpy 11boMy Tpeba BpaxoByBaTy BiIMiHHOCTI, AKi CTOCYIOTbCS YMHHMKIB
PO3MillleHH: IOTeiB i pecTOpaHiB (pecTopaHy — Kpallje Y Zy>kKe IIO)KBaBIeHNX MICIAX, TOTe — y TUXMX i CIIOKITHNX);
TOTe/IbHO-PECTOPAHHMX i TYPUCTUYHMX MiIPUEMCTB — iHK/II03VMBHI 400 eKCK/II03VBHI IOC/TYTY, aBTEHTIYHI IPOIIO3NIIii;
CE30HHMII IIOTINT, CIelliaIbHO BUIIZIEHNIT Yac J/IA BiTIOYMHKY TOIO. Y CTAaTTi HArOJIOUIEHO, 10 IPO/IOBXKEHHA PAaKeTHUX
i 60MO0BUX aTak pocii 0 MUPHMX MicTax YKpaiHy BIUMAara€ BifmoBifHOI iHTeHCcn(iKamii 3aXo/iB 6e3IeKu roTenpHo-
PeCcTOpaHHOrO i TypucTIYHOro 6i3Hecy. PesynbTaTy HOCIiKeHHA MOXYTb Oy TH BUKOPUCTaHi B yIIpaB/IiHHi e)eKTUBHICTIO
11 KOHKYPeHTOCIIPOMOXXHICTIO MiAIIPUEMCTB FOTE/IbHO-PECTOPAHHOIO /I TYPUCTUYHOrO 6i3HeCy, MicIieBUMM OpraHaMy
CaMOBPAYBAaHHSA, Y HaBYa/TbHO-OCBITHbOMY IIPOLEC] YHIBEPCUTETIB 1 KONIEIKIB

KntouoBi cnoBa: crioxusadi; mocayrys; SIKiCTh; BOEHHI 3arpo3u; pusnKy; 6esreka; CTparerivHi Hampsmm
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Abstract. In today’s world, cryptocurrencies are no longer a technological miracle for a small group of programmers.
They have become a very common investment instrument that attracts the attention of both traditional investors (funds and
traders) and those who are not interested in classical markets and investing in general. This is especially true for bitcoin.
The purpose of the study was to investigate the influence of behavioural psychology in making investment decisions in
cryptocurrency markets. The research methods included analysing historical data on cryptocurrency prices, as well as
observing investors’ reactions to important events and news related to cryptocurrencies. In addition, behavioural analysis
methods were used to understand and predict investors’ reactions to various incentives and situations in the cryptocurrency
markets. The results of the article describe the main provisions of behavioural finance, which are necessary for an overview
of the cryptocurrency market. The impact of the main topics of behavioural finance research is also considered. It should be
noted that in the absence of a large amount of data, the study of the cryptocurrency market and the behaviour of participants
is mainly a hypothetical assessment, and the empirical aspects of the study are copied from the behavioural finance of the
classical market. Considering the cryptocurrency market from the point of view of behavioural finance, the main points
of view of different parties were considered: both supporters of cryptocurrency and those who consider this phenomenon
to be an economic bubble in a technological wrapper. The information reflecting the main biases of behavioural finance,
which relate to both classical markets and cryptocurrency markets, is systematised. The study of cryptocurrencies from
the point of view of behavioural finance reflects the practical value in understanding the impact of behavioural factors on
price dynamics and investment decisions in cryptocurrency markets

Keywords: bitcoin; virtual currency; payment system; information economy; behavioural factors

INTRODUCTION

Cryptocurrencies are a cheap, convenient and technologi-
cally advanced way of conducting settlement transactions
on a global scale and are a promising form of investment.
Given the current development of cryptocurrencies in
the world (2023), the focus is on blockchain technology
and the bitcoin cryptocurrency, which is also the most

expensive cryptocurrency available. In addition, the inter-
est of the economically active population in financial inno-
vations in the information economy is growing.

After the global financial crisis of 2008, it directly affect-
ed the stability of the financial system, especially the bank-
ing industry, and people’s trust in the country’s traditional
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financial institutions was shaken (Lyvdar, 2022). The rapid
development of IT technologies and the information econ-
omy has intensified research into new information-based
financial instruments. Cryptocurrency has become one of
these financial innovations. Unlike traditional currencies,
cryptocurrencies do not require a central bank or any other
centralised authority to ensure security or maintain control
over the money supply. The same opinion is shared by most
researchers (Honcharova & Vereshchaka, 2018; Ustenko &
Zagorovsky, 2019).

Cryptocurrencies are breaking new ground in the
modern financial world, but their market dynamics are
inextricably linked to human behaviour. By looking at
this topic from the perspective of behavioural finance, it
is possible to better understand the deviations from clas-
sical financial models and take into account the emotional
component in financial decisions. The author D. Kahne-
man (2019), one of the pioneers of behavioural econom-
ics, highlights the concepts of system one (quick and
intuitive thinking) and system two (more deliberate and
rational). The cryptocurrency market is often influenced
by system one, where investors react to market events in-
tuitively and emotionally, not always following strategies
or rational analysis. Another important aspect is the con-
sideration of cryptocurrencies as an “emotional commod-
ity”, as highlighted in the research of R. Thaler (2021). The
author argues that the degree of excitement or panic in
the cryptocurrency market can be a strong emotional re-
action to news or events. This can lead to significant price
fluctuations and determine the mood of the market. Be-
havioural finance also identifies cognitive errors in finan-
cial decision-making. The author B.Y. Al-Mansour (2020)
explores the impact of heuristic simplifications and sys-
tematic errors that can lead to incorrect analysis and risk
assessment in the cryptocurrency market.

The cryptocurrency phenomenon is a unique area of
research for behavioural finance, as it is essentially a typ-
ical combination of finance and psychology (except for
programming). Most researchers believe that behavioural
finance is the key to building a pricing model for the cryp-
tocurrency market in the future, and it will be based on the
psychological characteristics of the behaviour of individ-
uals and social groups, rather than the usual fundamen-
tal analysis of traditional financial markets. The research
aimed to study how various aspects of behavioural finance,
such as psychological biases, emotional response to risk,
and buy-in, influence investors’ decisions about crypto-
currency assets.

MATERIALS AND METHODS
The theoretical and methodological basis for the study of
cryptocurrency markets is the scientific work of Ukraini-
an and European scientists on cryptocurrency behaviour-
al finance, materials from Internet sources, periodicals,
educational materials and scientific works of authors who
have studied the influence of behavioural psychology in

making investment decisions in cryptocurrency mar-
kets. The study was based on the analysis of cryptocur-
rency exchange rate statistics for 2013-2023 (CoinMar-
ketCap, 2023). In order to solve the tasks set, the study
uses general scientific and specific research methods.
In particular, a literature review was applied: analysis of
scientific articles, books, dissertations and other sources
covering the theories and concepts of behavioural finance
in the context of cryptocurrencies. The descriptive-ana-
lytical method was used to summarise and systematise
the results obtained on the impact of behavioural factors
on price dynamics and investment decisions in crypto-
currency markets. The method of statistical analysis was
used to interpret the behaviour of players in the crypto-
currency markets. SWOT-analysis is used to reveal the
economic nature of cryptocurrency and the peculiarities
of its circulation as an innovative means of payment. Sys-
tematic methods, such as classification and categorisa-
tion, were used to identify the main behavioural partners
in the cryptocurrency market. Logical generalisation was
applied to ensure the logical sequence of the material.
Dialectical methods, such as induction and deduction,
were used to draw general conclusions from specific facts
and vice versa. The method of analysis and synthesis was
used to present an adequate picture of the movement of
processes in the context of general events. The graphical
method was used to present the results of the study in a
visual way.

RESULTS AND DISCUSSION

Behavioural finance should not be contrasted with mod-
ern corporate and public finance, let alone personal or
household finance. This concept of finance is only a com-
plement to the general theory of finance, although it is
extremely important. Psychological phenomena have a
significant impact on financial activities, as financial de-
cision-making is often accompanied by risk and uncer-
tainty. Therefore, the creation of a theoretical framework
for the influence of human psychology and other social
factors on financial decision-making is one of the most
pressing tasks of modern economic science, especially fi-
nancial research. There are many scientifically formalised
effects of behavioural finance, paradoxes and other pat-
terns, but, according to many scholars, the main task of
building the theory of behavioural finance into a single
and systematic doctrine remains unresolved (Nikiforov &
Marich, 2022).

Behavioural finance is the study of the influence of
psychology on the behaviour of investors or financial an-
alysts. It studies various psychological influences on deci-
sion-making and the impact of these effects on markets.
Behavioural finance, in particular, is based on the fact
that investors are not always rational, have limits to their
self-control, and are influenced by their own biases (Ilyas-
henko, 2017). A comparison of behavioural finance with
traditional financial theory is presented in Table 1.
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Table 1. Comparison of behavioural finance with traditional financial theory

Traditional financial theory

Theoretical hypotheses of behavioural finance

1. The market as a whole, especially investors, is rational. That is,
they act in their own interests and make the best decisions.

2. Investors are most interested in maximising utility. That is, all
their decisions depend on the ultimate, most profitable outcome
for them. This factor determines that the market itself, as a set of
all participants, is always regulated to maximise utility.

3. Investors’ self-control is absolute. Their decisions are not
influenced by emotions, moods and personal attitudes to risk.

4. Investors’ decisions are not influenced by bias. Investors are not
subject to cognitive errors.

1. Investors are perceived as “normal” rather than “rational”. It is
the irrationality of human behaviour that is taken into account.

2. Their self-control is effectively limited. Their decisions are
influenced by emotions, moods and personal attitudes to risk.

3. Investors are influenced by their own biases.

4. Investors’ cognitive errors can lead to poor decisions.

Source: developed by the authors on the basis of M. Baker & J. Wurgler (2015); D. Kahneman (2019)

Thus, the main achievement in behavioural finance is
the realisation that in finance, as in all other areas of ac-
tivity, people make decisions and act under the influence
of stereotypes, preconceived ideas, illusions of percep-
tion, errors in information analysis, and ordinary emo-
tions. In 2023, humanity is at the centre of an economic
phenomenon. Thousands of dollars are paid by people
for what is essentially a reward for actions in computer
games. Cryptocurrencies have no physical embodiment,
are sometimes used in very dubious ways, are hardly
regulated, and basically only exist if enough computers
can confirm their existence. At this point, it can be as-
sumed that this is the largest economic bubble in history,
and it may have just begun to spread. Concerned about
the hysteria of mass greed and corruption among young
people, governments have been forced to deny the value
of cryptocurrencies or restrict trading in them (Ballis &
Verousis, 2022).

They exist in software environments that are maintained
and developed mostly by volunteer programmers, and no
one seems to know the true identity of their creators. Cryp-
tocurrencies are a historically significant financial, political
and social phenomenon that could turn into an outright
farce or perhaps the beginning of a completely new glob-
al payment system. Since 2010, the Internet and the media
have been abuzz with various opinions and assumptions
about cryptocurrencies. However, most of them are based
on classical financial analysis and historical considerations,
combined with personal emotions and bias. Representative
bias is prevalent in most cryptocurrency reviews and valu-
ations. When trying to evaluate the concept of cryptocur-
rency in the context of such things, it is as irrelevant as com-
paring smartphones and telephones. In order to reveal the
economic nature of cryptocurrencies and the peculiarities
of their circulation as an innovative means of payment, it is
advisable to summarise the results of the analysis (Table 2).

Table 2. SWOT-analysis of cryptocurrency circulation

Strengths

Weaknesses

¢ anonymity and protection of users’ personal data;
* decentralised issuance;

+ making payments without intermediaries;

¢ high transaction speed (compared to fiat money);
* Jow maintenance costs;

¢ lack of centralised management;

* resistance to inflation;

¢ high level of security.

+ used as a means of payment in the illicit goods market;

+ technical complexity of use;

¢ Jack of material form;

¢ inability to cancel transactions;

¢ narrow scale of distribution in the consumer sphere;

+ high dependence on the information environment
and consumer trust.

Features

Threats

¢ a convenient means of payment
for international online trade;
¢ creating competition for the traditional payment system;
¢+ high investment potential;
¢ growing number of consumers in the world.

¢ high risks of volatility;

+ unstable income;

¢ legal and regulatory framework of national governments;

. changes in consumer tastes;

¢ competition from new types of cryptocurrencies;

¢ computer system failures and hacker attacks;

¢ difficulty in forecasting the exchange rate using traditional methods.

Source: developed by the authors on the basis of O. Perchuk et al. (2020)

Elements of traditional finance and economics are
partially present in the cryptocurrency phenomenon,
but only the set of elements present in it makes crypto-
currency a unique phenomenon. Thus, it is more correct
to consider this phenomenon from the perspective of

behavioural finance. One of the aims of this paper is to
add a behavioural dimension to the current discussion
on cryptocurrencies and to raise awareness of the impact
of behaviour on financial markets. This should be seen
in the context of the fact that behavioural science is a
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relatively new approach to the study of financial markets,
and there is little empirical evidence to accurately measure

the impact of specific behavioural factors on cryptocur-
rency markets (Fig. 1).

Behavioural factors

Emotions

Cognitive processes

Self-confidence Persistence of beliefs . He,““S“F Theory.of
simplifications perspectives
s Theory of regret |1 Status quo i
Optimism Y & d Representativeness Avoidance of
losses
The anticipation effect The effectiof Fear of uncertainty Lmkl?g. to the Differentiated
ownership original risk appetite
information
Self-attribution Confirmation effect —— Cognitive dissonance Framing |>

Figure 1. Classification of behavioural factors

Source: developed by the authors on the basis of M. Lipych (2014); B. Liu et al. (2016)

According to those involved in the study of behaviour-
al sciences, it is difficult to avoid being fascinated by the
phenomenon of cryptocurrencies, which is marked by their
high attractiveness for analysis and research. After all, it is
one of the major developments that has taken place since
behavioural research began to be studied in the context of
financial analysis. For those studying behavioural finance,
this is comparable to what happened after physicists at the
Large Hadron Collider discovered new atomic particles.
The cryptocurrency market is the most behaviourally driv-
en of all markets (Hirshleifer et al., 2016). Characteristic fea-
tures of the cryptocurrency market in behavioural finance:

¢ Fear of loss;

¢ Fear of herd mentality;

¢ Envy;

¢ Speculation (Liivamagi, 2016).

In addition, investors are basically putting their faith in
a completely new concept. Regardless of the final outcome,
the cryptocurrency market phenomenon will provide the
most interesting information and data on the emotional
and psychological mechanisms that drive people’s financial
decision-making (Adil et al., 2022). It is widely believed
that the cryptocurrency market is completely irrational.
From the perspective of classical finance, this is true, but
irrationality is an inherent part of financial decision-mak-
ing, and this view has led to the classical market crises of
1987, 2000 and 2008 being seen as inexplicable, when they
are not. Human behaviour violates the principle of ration-
al utility in many cases, and trying to empirically argue
against it is counterproductive. From the perspective of
classical finance, people do not behave as they should, and
anyone who contradicts this is trying to impose reality on
an abstract model.

Cryptocurrency reached its highest value in 2021,
valued at almost USD 3 trillion. As talk of an economic

downturn began, cryptocurrency values began to fall
(Parveen et al., 2023). During the biggest drop, the two
largest digital currencies lost almost three quarters of their
value. As of January 2023, the cryptocurrency market was
valued at almost USD 993 billion (Abdeldayem & Aldu-
laimi, 2023). When evaluating a cryptocurrency from the
perspective of traditional finance, its price is zero, and the
market value appears abnormal. From the viewpoint of
behavioural finance, one can analyse potential pricing as a
global currency, the hypothetical value of a gold substitute,
cryptography as a value security, and blockchain as a tool
for internationalising the economy (Bernheim et al., 2019).

Talks of a looming recession make the public anxious
and abandon riskier assets such as stocks and cryptocur-
rencies. Consumer confidence starts to drop with thoughts
of arecession. Cryptocurrencies are based on consumer de-
mand, and due to the higher cost, people may not have the
money to invest in cryptocurrencies. It is unclear whether
the value of cryptocurrencies can fall during a recession
because digital assets have not survived it for a long pe-
riod. However, researchers C.-H. Chang & S.-J. Lin (2015)
believe that cryptocurrencies will fight the fear of recession
like other riskier investments.

In general, it can be said that to fully assess any mar-
ket, it is also necessary to look at the behaviour of partici-
pants and their influence on each other. In today’s markets,
let alone historical markets, even professional analysts are
rarely able to do this effectively. Market analysis, whether
fundamental, economic or technical, is often too limited
for a number of reasons. Contextual limitations, vested
interests, and various biases prevent analysis from being
fully adequate. And last but not least, insufficient attention
to behavioural finance, the emotional and psychological
sphere of human activity, makes this analysis incomplete
(Nikiforov & Marich, 2022).
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The founders of Bitcoin are not taking this lightly or
looking at it in isolation. They have clearly defined goals
aimed at addressing the problem of overpriced fiat cur-
rencies, distrust of financial institutions, high transaction
costs, and the impracticality of using gold as a store of val-
ue. I. Makarchuk & O. Perchuk (2020) note that all of this
concerns different target audiences and adds an important
social component to the cryptocurrency market. Neverthe-
less, there have been many populist statements about the
future of cryptocurrencies around the world. They have
expressed high levels of distrust and frustration with the
actions and policies of governments and mainstream finan-
cial institutions (Grosshans & Zeisberger, 2018).

For many who buy bitcoin and other cryptocurren-
cies, it is not so much an investment as a political donation.
From their point of view, these investments show that they
support the basic terms of the plan. By design (and as a
direct nod to central banks), bitcoin is also positioned as a
possible alternative to gold. Due to the inherent advantag-
es of this argument from a practical point of view (ease of
storage, limited supply, etc.) and good technical appeal to
younger generations, bitcoin is experiencing a speculative
boom (Kaustia et al., 2016). This introduces a group of peo-
ple looking for easy and quick money into the market. Since
2009, bitcoin has been a rather interesting experiment,
which even in 2023 is not taken seriously by many, except
for the benefits of the underlying blockchain technology.
However, the tipping point was reached in June 2017, when
prices broke out of a long, slow, multi-year uptrend and be-
came parabolic. After the sharp drop in the bitcoin price
in 2017 and the great hype, the cryptocurrency market has
become more stable and is gradually developing (CoinMar-
ketCap, 2023). The absence of uncontrolled behaviour of
participants makes the cryptocurrency market more inter-
esting from the point of view of behavioural finance.

According to T. Zheliuk & O. Brechko (2016), cryp-
tocurrency is a stable and universal instrument of global
financial payments, and at the same time a financial in-
strument with high capitalisation and a competitive form
of international capital flows. However, such a statement
does not fully reflect the essence of the concept under
study and does not take into account its main features,
which were revealed in the above study. V. Soslovskyi &
I. Kosovskyi (2016), on the other hand, consider crypto-
currency as a means of payment that does not have a ma-
terial form, but exists in the form of software code using
cryptographic security methods, the issue and accounting
of which is often decentralised and known to the partici-
pants in the settlement. Although this opinion of the au-
thors is supported by the above, the essence of this issue
should be interpreted through the prism of the concept of
“digital currency”.

When looking at crypto markets through the lens of
behavioural finance, they will appear not only as a new
concept with unique characteristics, but also with differ-
ent appeal to different people. There are also cognitive er-
rors that affect investment decisions, especially heuristic

simplifications that usually reduce decisions to one or more
reasons. It is possible to isolate these underlying factors and
define market segments around them. Although this is an
oversimplification of the market, it is very useful for estab-
lishing at a high level the key psychological variables, as
discussed in N. Shamanska & O. Shamanska (2015). People
buy cryptocurrencies not only because of the properties of
fiat currencies. For example, some people buy smartphones
because they are the latest generation of phones, while oth-
ers are interested in using a smartphone as an audio player
or a camera. The third group is interested in quick access
to data storage, and the fourth group is interested in con-
stant and fast access to the Internet. Although there are
some simplifications in these examples, smartphones have
become incredibly popular precisely because they meet the
different needs of different groups, and cryptocurrencies
have similar properties.

Thus, behavioural finance is a more realistic assessment
of how financial decisions are made than classical financial
theory, as it is impossible, or rather wrong, to consider hu-
man activity while dismissing behavioural psychology.

CONCLUSIONS

The study found that cryptocurrencies are a historically sig-
nificant phenomenon in the areas of finance, politics and
society that may evolve before the start of a new global pay-
ment system. The cryptocurrency market is distinguished
by the fact that its dynamics are largely determined by hu-
man behaviour, making it the most manageable of all mar-
kets. Regardless of the final outcome, the cryptocurrency
market phenomenon provides information and data on the
emotional and psychological mechanisms that influence
people’s financial decision-making. From the point of view
of classical finance, people do not always act in accordance
with theoretical models, and those who deny this will try to
impose reality on abstract models.

The article analysed the cryptocurrency market from
the perspective of behavioural finance, which allowed to
consider the possible price of a global currency, the hypo-
thetical value of a gold substitute, cryptography as a means
of ensuring value security, and blockchain as a tool for in-
ternationalising the economy. It also analysed cognitive er-
rors that affect investment decisions, identifying the main
factors and market segments around them. In summary,
behavioural finance is a more realistic assessment of how
financial decisions are made than classical financial theory,
as it is difficult, or rather wrong, to consider human activity
while ignoring behavioural psychology.

This study has shown that the cryptocurrency mar-
ket opens up wide opportunities for studying the impact
of social media and mass media on investment decisions.
This can serve as a prospect for further research, as ob-
serving market dynamics and investors’ reactions to news
and events reflects important aspects of group psychology
and collective behaviour. The integration of social media
analysis, emotional and psychological factors into crypto-
currency market research allows to better understand and
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predict price movements and investment trends. This ap- ACKNOWLEDGEMENTS
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AHOTaLLiA. B cyqacHOMY CBiTi KPUIITOBAIIOTY IIEPECTA/IN 0TI TEXHOTOTIYHIM YBOM /ISl HEBEMKOI TPYIIN IIPOrPaMICTiB.
Bonu cranm gy>ke NOIMPEHNM iHBECTUIIIIHNM iHCTPYMEHTOM, AKNUII IPUBEPTAE YBary AK TPaguLiliHUX iHBECTOPiB
(ponpu Ta Tpeiigepn), Tak i TUX, XTO He IIiIKaBUTbCA KIACMYHUMY PMHKAMU Ta iHBeCTyBaHHAM 3arajioM. Oco61mBo Le
crocyerbes HiTkoiHa. MeToro po60Tu Oy10 HOCIiPKeHH A BIVIMBY HOBEiHKOBOI IICUXOJIOTII IpY IIPUITHATTI iHBeCTUIHTHUX
pillleHb Ha pUHKaX KPUIITOBAIOT. MeTou JOCTi/[KeHHA BK/II0Ya M aHali3 iCTOPMYHMX JJaHUX IiH KPUIITOBAMIOT, a TAKOX
CIIOCTepeXKeHH: 3a peaKIli€lo iHBeCTOpiB Ha BaXk/IMBi NOJil Ta HOBMHI, ITOB’A3aHi 3 KpunroBamoTamu. Kpim toro, Oymn
BUKOPMCTAHI METO[M aHa/Ii3y MOBEAiHKM /11 PO3YMiHHSA Ta IIPOTHO3YBAHHs PEAKIili iHBECTOPIB Ha PiSHOMAHITHI CTUMY/IN
Ta CUTyalil Ha pUHKaX KPUIITOBAIIOT. Y pe3y/lIbTaTaX CTAaTTi OMCAHO OCHOBHI II0/I0XKeHH: ITOBeiHKOBYX (hiHAHCIB, AKi
€ IOTPIOHMMU JI OIVIAAY PUHKY KPUITOBAMIOTH. TaK0X PO3IIAHYTO BIUIMB OCHOBHUX TeM JOC/IPKeHb IIOBEeiHKOBUX
¢inanciB. Crig 3a3Ha4nTY, IO 3@ BiICYTHOCTI BeNMKOI Ki/IBKOCTI JaHUX, HOCIIKEHHA PUHKY KPUIITOBAJIIOT i IOBEiHKM
Y4YaCHUKIB € IIEPEBAXKHO TIIOTETUYHOIO OLIIHKOIO, a eMIIiPMYHI MOMEHTY JOC/IIXKEHHA CKOIIiIIOBaHi 3 ITOBEJiHKOBMAX
¢iHaHCiB KTacMYHOrO pUHKY. PO3I/IAgady KPUIITOBAIIOTHNIL PUHOK 3 TOYKM 30Py MOBEAIHKOBUX (iHAHCIB, 6yI10
POSIIAHYTO OCHOBHI TOYKM 30PY Pi3HUX CTOPIiH: AK IPUXUIbHMUKIB KPUIITOBAIIOTY, TAK i TUX, XTO BBAXKAE 1i€ ABUIE
eKOHOMIYHOI0 6y/Ib6AIIKOIO0 y TeXHOIOriuHil o6ropTui. CucreMarnsoBaHo iHgopMmaliio, o Bifobpa’kae OCHOBHI
ylepeXKeHH IOBeNiHKOBYX (iHAHCIB, AKi CTOCYIOTbCA AK KJIACMYHMX PUHKIB, TaK i pMHKIB KpUIITOBAIIOT. JOCTiKeHHA
KPUITOBAIOT 3 TOYKY 30py ITOBeiHKOBYUX BiHAHCIB BifoOpaskae MPaKTUYHY LiHHICTD Y pO3yMiHHI BIUIMBY IOBEMiHKOBIX
YMHHMKIB Ha IIiHOBY AMHAMIKy Ta iHBECTULIIIHI pillIeHHS Ha PUHKAX KPUIITOBAJIIOT
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Abstract. The relevance of organising the accounting of financial results of agricultural enterprises in Ukraine lies in the
need to provide a high-quality information base for management and strategic decision-making in the context of constant
changes in agriculture and international standards. Improvement of this system contributes to increasing the competitiveness
of agricultural enterprises, their efficiency and transparency in assessing performance. The purpose of the article is to
substantiate promising directions for improving the organisation of accounting for financial results of agricultural enterprises
on the basis of identifying its peculiarities in agricultural production and using modern technologies of programming and
automation of accounting processes and workplaces of accounting staff. The research methodology used was a systematic
approach, hermeneutical, historical and logical analyses, the method of expert assessments and functional and logical
analysis. It is established that accounting of financial results and its organisation have significant features at the level of
agricultural enterprises. They relate to seasonality and unevenness of production during the calendar year; use of elements
of living nature - land, agricultural plants and the main herd of animals — as the main means of production. There is also
a certain inconsistency between accounting standards and international financial reporting standards. There is also a lack
of a unified methodology for determining and evaluating financial results for small and large enterprises. Identification
of shortcomings allowed to develop priority areas for its improvement: harmonisation of national provisions on financial
results accounting as the basis for its systematic organisation; harmonisation of national and international standards;
unification of quantitative indicators and their list for assessing and diagnosing financial results; improvement of analytical
accounting by cost centres and responsibility centres; software and automation. The tasks for accounting for financial results
and methods of analysing accounting data for the future were clarified. The obtained results can be used in the work of
agricultural enterprises, educational and scientific process of higher education institutions

Keywords: income and expenses; unification; indicators; standards; automation; management

Suggested Citation:
Marmul, L., Perchuk, O., Vovchenko, R., & Penkovskyi, V. (2023). Organisation of accounting of financial results of agricultural
enterprises of Ukraine and its improvement. University Economic Bulletin, 18(4), 24-32. doi: 10.69587/ueb/4.2023.24.

*Corresponding author

@ @ Copyright © The Author (s). This is an open access article distributed under the terms of the
o Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)


https://orcid.org/0009-0000-0880-524X
https://orcid.org/0000-0002-6484-7011
https://orcid.org/0009-0003-8713-2988
https://orcid.org/0000-0002-3835-0650
https://ue-bulletin.com.ua/en

Marmul et al.

INTRODUCTION

An important component of the work of accounting de-
partments or services in agricultural enterprises is the re-
flection in accounting, evaluation and interpretation of the
financial results of their business for management purpos-
es. Financial results in the form of profits or losses are the
most convincing indicator of the efficiency of their func-
tioning and development; sustainability potential and pros-
pects for improvement; and the basis for forecasts. Profits
are a source of innovation, acquisition of resources and or-
ganisation of production processes. Losses, on the contrary,
signify threats, risks and even liquidation.

Throughout the history of accounting, many different
ideas and statements have arisen regarding the organisation
of profit and loss accounting. However, virtually all schol-
ars have come to the conclusion that the main purpose of
accounting for financial results is to provide information
not just about profits or losses, but also to identify and an-
alyse the reasons for their creation. As for identifying the
features of the financial results of agricultural enterprises,
according to Yu. Haibura (2021), these issues remain con-
troversial. In the work of V. Zhuk et al. (2023) the finan-
cial results of agricultural enterprises are identified as an
important subject of accounting and management. How-
ever, the peculiarities and, at the same time, the problems
of their establishment lie in the differences in the method-
ology of tax and financial accounting. These peculiarities
are also typical for accounting for the financial results of
enterprises in other industries.

Identification of the factors that determine the fi-
nancial results of agricultural enterprises is important for
identifying the peculiarities of accounting for their finan-
cial results. However, if in the past the traditional causes of
influence on financial results were two large groups of fac-
tors: production factors on the one hand and taxation in-
stitutions on the other, at the present stage of development
of agricultural enterprises they are undergoing significant
changes and additions due to the development, significant
complication and modernisation of the accounting systems
and its instruments. This is also pointed out by O. Nazaren-
ko & R. Lukash (2018).

The subject of the article by N. Pasenko (2017) is the
organisation of accounting and analytical support for man-
aging the financial results of an enterprise. T. Kosova et
al. (2019) also consider analysis methods and tools for
making effective management decisions. Considering the
chosen area of research important, the authors consider it
necessary to focus on the organisation of financial results
accounting, but do not separate agricultural enterprises to
identify their specifics, which, in turn, was done by N. Pot-
ryvaieva et al. (2022).

O. Leha et al. (2021) study the organisation of account-
ing for travel agents. The authors consider specific aspects
of accounting and financial reporting in this industry. The
authors’ views are supported by the conclusions that there
is industry specificity in the organisation of financial results

accounting and the need to find its features that allow for
further unification and standardisation both under nation-
al regulations and international standards. This conclusion
is also confirmed in the article by L. Sas et al. (2023), which
is devoted to identifying the impact of international stand-
ards on the accounting system of Ukraine, in particular, in
the field of financial reporting. Against the background of
these works, it is possible to extend the already described
conclusions and proposals to the organisation of account-
ing for the financial results of agricultural enterprises.

H. Filatova et al. (2022) consider the theoretical aspects
of accounting support for sustainable development report-
ing and conduct a bibliometric analysis on this topic. The
concept of sustainable development reflects the function-
ing of macroeconomic systems and regions. Therefore, they
are valuable for comparing methodological approaches and
practical solutions to accounting for the financial results of
agricultural enterprises as their possible organisational and
structural elements.

In accounting theory and practice, there is no clear defi-
nition of the concept of profit, there are only a few alternative
ways of interpreting it, so there is a need to clarify the eco-
nomic essence of this term. The next problem is that nation-
al accounting regulations (standards) and tax legislation de-
fine different indicators of profit. Therefore, it is necessary to
investigate and solve the problems of practical organisation
and implementation of the methodology of reconciliation
of accounting and tax profits as the quintessence of financial
results, to determine their features at the level of agricul-
tural enterprises, which formed the purpose of this study.

MATERIALS AND METHODS

The methodological basis of the study was a systematic ap-
proach used to analyse the general theoretical foundations
of the organisation of financial results accounting and to
substantiate practical ways to improve it. The systematic
approach was fundamental in determining the set of fac-
tors of formation of financial results and their structure;
composition of financial results; problems of their account-
ing and directions of their solution. Hermeneutic and his-
torical methods were used for a comprehensive analysis of
scientific publications on accounting for financial results of
agricultural enterprises in order to identify the specifics at
the level of agricultural enterprises that require in-depth
research and solution.

Logical analysis allowed to systematise and establish
cause and effect relationships between various factors af-
fecting financial results. Induction and deduction are used
to clarify specific financial parameters and analyse them
in terms of their impact on the overall performance of the
enterprise. Accounting methods such as documentation,
valuation, inventory, calculation, double entry and balance
sheet preparation are important for determining the finan-
cial position of an enterprise, correctly reflecting financial
results and making informed management decisions.
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The method of expert assessments was used to collect
qualified assessments and recommendations from experts
on the state of accounting for financial results in the field of
agricultural enterprises, which allowed to obtain valuable
conclusions and guidance on improving the accounting sys-
tem to increase the efficiency and accuracy of financial re-
porting. The method of functional logical analysis allowed
to systemise and establish relationships between different
elements of the accounting information model of financial
results of agricultural enterprises. This approach contrib-
uted to a more accurate understanding of the accounting
processes and ensured more convenient use of the data ob-
tained for analysis and management decision-making. The
study was based on legislative and regulatory documents
governing the accounting of financial results of agricultural
enterprises at the national and international levels (Nation-
al Accounting Regulations (Standards), n.d.). The work was
carried out on the basis of an analysis of modern scientif-
ic approaches to the development of methodological and
practical accounting principles.

RESULTS AND DISCUSSION

The formation of financial results of agricultural enterpris-
es covers three interrelated processes in the activities of ag-
ricultural enterprises: supply, production and sales. These
processes require fixed and variable capital of the owners.
In the production process, the necessary and additional
products are created, which is reflected in the value added.
However, profits do not always coincide with added value
due to the relationship between supply and demand and the
impact of market prices. Depending on this, capital owners
may receive a loss, zero financial result or profit. Profit (loss)
is an increase (decrease) in the company’s advanced capital
and is defined as the arithmetic difference between income
and expenses during the reporting period. This result is
intended to meet the needs of the company’s owners, em-
ployees, investors and the state. It is defined as an economic
form of surplus product or added value (Solomatina, 2019).

Financial results are a universal category that takes into
account both sides of the main task or mission of the func-
tioning and development of agricultural enterprises in the
market: how much is received and at what cost it is achieved.
The general economic essence of financial results is a com-
parison of income and expenses during the reporting peri-
od. Expenses, in turn, represent the cost of resources that
are put into circulation to achieve economic benefits, name-
ly income. If the company’s operations are efficient, this is
reflected in the financial results in the form of profit. In case
of failure, it can lead to losses and jeopardise the further ex-
istence of the business entity in the field of agricultural pro-
duction. That is why the organisation of effective account-
ing and analysis of the financial results of an enterprise is
important for their optimisation (Likhonosova & Lazeb-
naya, 2019). This is one of the most pressing problems of
accounting methodology and practice, in particular, in re-
lation to accounting for income and the formation of finan-
cial results of enterprises, including agricultural enterprises.

Due to differences in methodological approaches to
accounting, there are differences in the methods of reflect-
ing business transactions that form financial results. These
differences lead to different values of these indicators even
in the same agricultural enterprise for different users of
financial statements. Since agricultural production has its
own technological and economic characteristics, this af-
fects the process of determining financial results. For ex-
ample, calculating the cost of production only once a year,
as of 31 December, allows for an accurate determination
of the financial result only at the end of the year. Since the
agricultural sector is subject to a fixed agricultural tax, as
well as various privileges and subsidies, it is important to
distinguish between financial results from agricultural and
other activities. Ukraine, as a major agricultural country,
has initiated improvements to International Accounting
Standard No. 41 (2023) and developed a national stand-
ard for accounting and reporting in agricultural activities
(National Accounting Standard No. 30 “Biological Assets”)
(National Accounting Regulations (Standards), n.d.). This
standard introduced changes to the methodology of ac-
counting for agricultural assets, their valuation and recog-
nition, expanding the methodology for determining finan-
cial results in this sector, which requires further verification
and implementation in practice.

One of the oldest stages in the formation of profit ac-
counting information was the establishment of the cost and
income accounting system (Biriuk et al., 2023). This pro-
cess included the establishment of the facts of economic life
through inventory and direct registration of property, as
well as the development of the capital account. The stages of
the evolution of profit accounting in the accounting system
were formulated on the basis of a study of scientific eco-
nomic thought and accounting practice. The financial re-
sults of agricultural enterprises are defined as the difference
between income and expenses, or the increase or decrease
in equity during the reporting period (excluding changes
resulting from contributions or withdrawals by owners).
The main components are revenues, expenses, losses and
gains, as well as additional items such as equity and depre-
ciation. Profit is considered to be the key financial result
and is defined as the difference between the total amount
of income and expenses for the production and sale of agri-
cultural products. All of these categories are reflected in the
accounts, according to the Chart of accounts for account-
ing (n.d.), and in the balance sheet and income statement,
using the recommendations of National Accounting Regu-
lations (Standards) No. 1; 15; 16; 25; 27; 29; 30; 31 (National
Accounting Regulations (Standards), n.d.).

Accounting for the formation of financial results is
based on three interrelated processes in the activities of ag-
ricultural enterprises: supply, production and sales. Each
of these processes, at the level of its own subsystems, has
an important task of determining the quantity and value
of the results obtained. The financial results are also disag-
gregated by type of activity, such as crop production, live-
stock production, and others. Taken together, this means a
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systematic approach to accounting and evaluation of fi-
nancial results. It provides a high level of accuracy and
visibility, facilitates management decision-making and
increases the competitiveness of agricultural enterprises.
Enterprises have the opportunity to choose the directions
and volumes of profit (income) use, but the state can in-
fluence these decisions by setting standards, taxes, tax
benefits and economic sanctions in accordance with the

current legislation. Therefore, in order to effectively deter-
mine the financial results of agricultural enterprises and
correctly account for the use of profits, it is necessary to
constantly take into account the current requirements of
regulations and their changes. The organisation and im-
plementation of accounting for the financial results of ag-
ricultural enterprises, including profit, is regulated by laws
and regulations of Ukraine (Table 1).

Table 1. Key documents and laws regulating financial and accounting activities in Ukraine

Name of the document or code

Description

Law of Ukraine No. 996-XIV (2022)

Establishes the basic principles and standards of accounting and financial reporting for
all enterprises in Ukraine.

Commercial Code of Ukraine (2023)

Regulates relations in the field of economic activity, including the rules for concluding
contracts, property, bankruptcy, competition, etc.

Labour Code of Ukraine (2023)

Contains rules governing labour relations between employees and employers, including
working conditions, remuneration, holidays and other aspects of the labour process.

Land Code of Ukraine (2023)

It defines the procedure for ownership, use and disposal of land plots, the rights and
obligations of land relations subjects.

Tax Code of Ukraine (2023)

Establishes the rules for taxation of various types of activities and incomes, including
income taxes, personal income tax, value added tax, etc.

National Accounting Regulations
(Standards) (n.d.) No. 1; 15; 25; 27; 29; 30

Determines the methodology and rules of accounting for various transactions and
financial operations, including standards for the recognition of income and expenses,
valuation of assets and liabilities, preparation of financial statements, etc.

Charter of an Agricultural Enterprise

Define the legal status and basic provisions for the organisation and operation of an
agricultural enterprise.

Important Departmental Instructions
and Guidelines and Clarifications

Contains guidelines and recommendations on the application of regulations in
accounting and financial reporting practice.

Source: authors’ development

In the context of regulatory regulation of accounting,
formation and use of profit in agricultural enterprises, its
classification plays an important role, as it facilitates ana-
lytical accounting of profit. Profit is also the object of dis-
tribution: at the first stage, it is distributed between the
enterprise and the state through taxation; at the second
stage, intra-enterprise distribution of profit is carried out to

increase equity, ensure economic activity, pay dividends,
etc. Law of Ukraine No. 996-XIV (2022) also establishes a
list of financial reporting documents (Table 2). Small en-
terprises prepare financial statements in a simplified form.
The forms of financial statements are approved by the Min-
istry of Finance of Ukraine and agreed with the State Statis-
tics Service of Ukraine.

Table 2. Financial reporting documents and their functions

Title of the financial
reporting document

Description

Balance sheet

Reflects the financial position of an entity as at a particular date, including assets, liabilities
and the balance between them.

Statement of financial results

Displays the income and expenses of an entity for the reporting period, including profit (or
loss) for the period, operating profit, financial income and expenses.

Statement of cash flows

Displays cash flows in the company for the reporting period, disclosing their origin and use.

Statement of equity

Displays changes in the company’s equity for the reporting period, including profit (or loss),
additional contribution to the charter capital, dividends, etc.

Notes to the statements

Contains additional information and explanations on key indicators, accounting methods
and other circumstances that affect the preparation of financial statements.

Source: authors’ development

In the methodology of researching the financial re-
sults of agricultural enterprises, an important place is oc-
cupied by determining absolute and relative indicators of
liquidity; solvency; and profitability. Different methods
are used to determine profitability indicators, which have
their advantages and disadvantages. The same applies to
determining and evaluating financial results. One of them
is based on cost-based accounting in large agricultural

enterprises. The other involves determining the financial
results of activities in general - in small enterprises. Ac-
cording to the rules of National Accounting Regulations
(Standards) No. 30 “Biological Assets” (National Ac-
counting Regulations (Standards), n.d.), the concept of
“fair value” is used to measure financial results for the val-
uation of products. However, the name itself is not quite
correct, because the assessment is carried out by people,
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so it is subjective, i.e. it can be emotional, biased, and un-
fair. This creates significant problems and doubts about
the reliability of financial results.

The values of financial results obtained as a result of
different methodological approaches may have certain dis-
crepancies and may be of interest to different stakeholders.
Based on National Accounting Standards No. 1; 25, these
are investors and the state; based on National Account-
ing Standard No. 30 - various users (National Account-
ing Regulations (Standards), n.d.); based on Tax Code of
Ukraine (2023) - tax authorities and the state. However, in
all cases, it is necessary to achieve reliability and timeliness
for high-quality management, efficient operation and com-
petitive development of agricultural enterprises as the basis
of the country’s food security.

In the future, the task of rationally organising analyt-
ical accounting of financial results in agricultural enter-
prises is to accumulate data on the income and expenses
of the enterprise in the context of reporting items from the
beginning of the year with an increasing total on analytical
accounts of financial results during the year. This will allow
for control, comprehensive analysis and use of these data in
the processes of management, planning and forecasting of
activities (Shevchuk & Bondar, 2019).

Management of financial results should be organised
so that at the end of each reporting period the data can be
easily entered into the relevant sections of the income state-

ment. Accounting for the financial results of an agricultural
enterprise should ensure timely reconciliation of income
and expenses by type of activity to assess the prospects for
their development and ways to improve financial stability,
productivity, management efficiency, competitiveness and
positioning in the agricultural sector markets (Rzaiev &
Drahochynska, 2019).

Much attention is focused on the development of
methodological approaches and practical solutions to im-
prove the organisation of accounting, profit generation and
distribution. Improving the organisation is based primarily
on clarifying the tasks of accounting for retained earnings.
Among these tasks, the following are important: system-
atic and complete documentation of the facts of income
and expenses from various activities; detailed recording of
information on income and expenses in the forms of syn-
thetic accounting and reporting; accurate, complete and
timely determination of financial results for further forma-
tion of information support for management; creation of a
database of accounting indicators for the efficient forma-
tion, distribution and use of profit; timely replenishment of
reserve capital and settlements with participants who have
a right to receive profit. The next stage in improving the
organisation of accounting is analysis. The collected data is
subjected to detailed analysis in order to develop a strategy
for management decisions on the formation and distribu-
tion of financial results (Fig. 1).

Investigation of the impact on the change in the amount of profit of factors that are simultaneously included in

agriculture

Determining the amount of reserves to increase profits and developing recommendations for their use in

The main tasks of profit analysis

Study of the main ways of profit distribution and assessment of their potential for competitive development

Analysing the reasonableness and tension of the planned profit
Analysing the implementation of the plan, taking into account the overall assessment, identifying trends and
tendencies, identifying problems and competitive advantages, developing forecasts taking into account the
development, dynamics and market environment of management
Analysis of deviations of actual profit from planned (estimated, forecast) and study of profit dynamics over
several reporting years or other periods

\ the profit

Analysing financial results and assessing opportunities to address social responsibility, volunteering, and
support for the Armed Forces of Ukraine and rural communities

Figure 1. The main tasks of profit analysis

Source: authors’ development based on L. Kostyrko et al. (2021)

When analysing profit, it is important to examine other
key aspects related to the profitability and competitiveness
of an agricultural enterprise. For example, the financial
result from operating activities takes into account the fi-
nancial results arising from: the initial recognition of agri-
cultural products and additional biological assets; sales of
agricultural products and biological assets at fair value with

expected costs at the point of sale; changes in the fair val-
ue of biological assets at the balance sheet date, which are
measured at fair value with expected costs at the point of
sale. These aspects contribute to a deeper understanding of
the financial position and the implementation of strategic
decisions to improve the efficiency and competitiveness of
the enterprise.
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National Accounting Standard No. 30 “Biological As-
sets” (National Accounting Regulations (Standards), n.d.)
establishes the basic principles for determining financial
performance in agriculture. However, there is no unified
methodology for determining financial results for agricul-
ture. Existing practices do not always correspond to the real
model of the country’s market economy, as the financial
result is often determined not after the sale of agricultur-
al products, but immediately after they are received from
production (Peniak & Horokhovatska, 2020). In all other
sectors of the national economy, the financial result is de-
termined at the stage of sales, not production.

To summarise the main material of the study, it should
be noted that a large number of authors have made a sig-
nificant contribution to the development of methodologi-
cal and applied issues of organising and accounting for the
financial results of agricultural enterprises, understand-
ing their specific features. This made it possible to gen-
eralise and deepen their conclusions. Thus, E Butinets &
A. Drabanich (2016) studied the importance of integrated
accounting as an effective tool for enterprise management.
They examined methods and approaches to the organisa-
tion of integrated accounting, its role in making manage-
ment decisions and ensuring a stable financial condition of
enterprises. In other words, this demonstrates the possibil-
ity and necessity of harmonising financial and tax account-
ing of financial results, as noted in this article. M. Thnaten-
ko & L. Marmul (2017) study the processes, methods and
tools that help in the evaluation and analysis of financial
and economic indicators. The authors of this study share
scientific views on accounting, evaluation and diagnostics
of financial and economic results in the context of strategic
management of enterprises and organisations.

T. Kosova et al. (2019), considering the aspects of fi-
nancial regulation of accounting, management, and core
business activities of enterprises, consider it to be aimed
at preserving and increasing the capital of business entities
in agribusiness. The authors of this article believe that an
effective organisation of financial results accounting will
contribute not only to the improvement and increase of
the efficiency of accounting and management itself, but
also to the growth of profits and, on its basis, the capital
of agricultural enterprises. In this sense, the author’s study
of the mechanisms and instruments of financial regula-
tion for achieving sustainable development of agricultural
enterprises is particularly valuable. Fully supporting the
proposed direction of research, the above study pays more
attention to the organisation of accounting for financial
results and their features. After all, it is the results of ac-
counting and its reliability that are the basis for justifying
the methods and instruments of financial regulation.

H. Nazarova et al. (2020) analyse the procedures for
the formation of financial results accounting and indicate
areas for their further improvement. The authors consider
modern approaches to accounting and analysis of financial
results of enterprises. The article also draws valuable con-
clusions for theory and practice regarding the principles

and mechanisms of accounting for financial results for en-
terprises in general. They can also be used to organise ac-
counting for the financial results of agricultural enterprises,
but their activities are significantly different from those in
other industries and have their own specifics. Therefore,
by focusing in this article on the accounting of financial
results at the stage of agricultural production and sales of
products; specifics of cost items of production cost; differ-
ences in the methodology for determining the financial
results of small agricultural enterprises and the financial
results of medium and large agricultural enterprises, it was
possible to develop recommendations on priority areas for
improving the accounting of financial results and focus on
their deepening in the future.

It should be noted that the last five years (2019-2023) in
Ukraine are characterised by significant scientific results in
the field of substantiating the organisation of accounting for
the financial results of enterprises in general. They relate to
various aspects of this issue, namely: accounting methods;
accounting and analytical procedures; national regulations
and international standards; use of results in management;
development of tools and methods to improve accounting
and management, financial regulation in order to increase
the capitalisation of enterprises. Much fewer publications
relate to research on the organisation of accounting for
financial results of sectoral enterprises (agricultural, tour-
ism, energy, etc.) and the identification of its specifics.

CONCLUSIONS
Asaresult of the analysis of monographic sources and prac-
tical experience, it was found that many scholars and prac-
titioners address the problems of organising, implementing
and improving the accounting of financial results of agri-
cultural enterprises. The main problem is usually the dif-
ferences between financial accounting and tax legislation;
lack of clarity of rules and methods in national accounting
regulations (standards) and international financial report-
ing standards. Accordingly, the recommendations for its
solution relate to unification and harmonisation. Agree-
ing with this assessment of the situation and supporting
the proposed recommendations to some extent and sup-
plementing them, it is important to clarify the specifics of
determining financial results in agricultural enterprises.
They are related to the specifics of agricultural activities,
namely: seasonality of production; mismatch of periods of
expenses and income; long production cycle; use of wildlife
resources as fixed assets; significant diversity of activities
and significant differences between them. The latter led
to the opinion that in order to improve the accounting of
financial results and profit, including them, in agricultur-
al enterprises, it is important to clarify the functions and
tasks of analytical and synthetic accounting, analytical ac-
counts in each particular enterprise. Analytical accounts
of financial results should systematically reflect data on
income and expenses from the beginning and throughout
the year. This will help ensure their logical comparison and
use for management purposes. In addition, it is important
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that the objectives of financial performance accounting and
the purposes of accounting data analysis are appropriate-
ly matched to the specifics of agricultural enterprises, in-
cluding their specialisation, cost centres and distribution
of responsibilities. This will help to bring accounting closer
to the needs of management, increase the importance of
profit accounting as the quintessence of financial results.
Prospective research in this area is to continue developing
an effective mechanism for their management. To this end,
it is advisable to develop a strategic programme for the de-

for its improvement in terms of accounting for financial
results on the basis of automation.
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AHOTAaLiA. AkTyanbHiCTb oprasisarii 06/miKy (GiHaHCOBUX pe3y/IbTaTiB arpapHMX IIAIPUEMCTB YKPATHU IIOJISITAE Y
HeoOXiffHOCTi 3ab6e3e4yeHH: AKicHOro iHpOopMaNLiitHOro 6a3uCy I YIpaBIiHHA Ta IPUIHATTA CTPaTeriYHUX pillleHb B
YMOBaXx IOCTIiIHUX 3MiH Y CiIbCbKOMY TOCTIOfIapCTBi Ta MD>KHApOJHIX CTaHAAPTIiB. YIOCKOHA/IEHHA 11i€l CUCTEMU CIIPUAE
IiIBNIEHHIO KOHKYPEHTOCIIPOMOXHOCT] arpapHUX IiAPYEMCTB, IXHiil epeKTUBHOCTI Ta IPO30POCTi B OLHIN pe3y/ibraris
HismbHOCTI. MeToIo CTaTTi € 00IPYHTYBaHHA IIePCIIeKTVBHUX HAIIPAMIB yIOCKOHAJIEHH: opraHisanii o6/iky ¢piHaHCOBUX
Ppe3y/IbTaTiB arpapHMX HiANPUEMCTB Ha 3acajiaX BUABIECHHA 100 0COOMMBOCTEI! Y CIIbCHKOIOCIOAAPCHKOMY BUPOOHUIITBI
Ta 3 BUKOPUCTAHHAM CY4aCHMX TEXHOJIOTil IporpaMyBaHHA I aBTOMaTu3alii 06/1ikoBUX IIpoLeciB i po60o4nx Micub
IIpaliBHUKIB OYXrajaTepchKUX cry»x6. MeTomonoria foc/ipKeHHA BUKOPYCTOBYBaIa CUCTEMHMI iIXiJ|, FepMeHeBTUYHMIL,
icTopu4HMII Ta IOTIYHMII aHATi3M, METOJ] eKCIIEPTHUX OLIiHOK Ta (PYHKIiOHa/IbHO-/IOr1YHMIT aHasIi3. BcTaHoBIIEHO, 110
001Kk piHaHCOBMX pe3y/IbTaTiB Ta JIOr0 OpraHi3allisd MalTh CYTTEBI 0COONMMBOCTI Ha PiBHI arpapHUX MiJIIPUEMCTB.
BoHu cTOCYI0TbCSA Ce30HHOCTI i HepiBHOMIpHOCTI BUPOOHUITBA IPOTATOM Ka/IeHIAPHOTO POKY; BUKOPMCTAHHA B AKOCTI
OCHOBHIIX 3aC00iB BUPOGHIIITBA €/IEMEHTIB XXIBOI IIPUPOAY — 3eMJIi, CITbCHKOTOCIIOAAPCHKIX POCIIMH Ta OCHOBHOTO
cTajia TBapuH. Takox Ile IeBHA HEY3TOMPKEHICTh 0OTIKOBMX CTaHAAPTIB i MDKHApOLHMX CTaHAApTiB (piHaHCOBOI 3BITHOCTI.
Lle i BimcyTHICTD €OMHOI METOAMKM BY3HAYEHH Ta OLIHKYM (PiHAHCOBUX Pe3y/IbTaTiB /1A Ma/lIuX i Be/IVKUX IAIIPUEMCTB.
BusBieHH:A HefOMIKIB JO3BOMMIO pO3pOOUTY IIpiopKUTeTHI HAaIpAMM ii yIOCKOHAJIEHHA: Y3TOJKEeHHA HallilOHaJIbHUX
HOJIOXKeHb 00J1iKy (piHaHCOBMX pe3y/IbTaTiB K OCHOBM JIOrO CUCTEeMHOI OpraHisalii; y3rof>keHH:A HalliOHa/IbHKX i
MDKHapOJHMX CTaHAPTiB; yHi(ikania KiIbKiCHUX ITOKAa3HMKIB Ta IX IepeiKy my1d oLiHKy i fiarHocTuky piHaHCOBUX
Pe3y/IbTaTiB; YIOCKOHAIEHH aHa/IiTMYHOro OOIIKY 3a LIeHTpaM BUHUKHEHHA BUTPAT Ta LieHTpaMI BiIIOBifaIbHOCTI;
IporpaMHOro 3abe3meyeHHA Ta aBToMaTu3anii. bymno yrouneHo 3aBgaHHA 3 067TiKy QiHaHCOBUX pe3ynbTaTiB Ta
MeTOJM aHa/Ii3y OOTIKOBYX HaHNUX Ha MaitOyTHe. OTpyMaHi pe3ylIbTaTy MOXXYTb OyTU BUKOPUCTaHi y po6oTi arpapHuX
MiJIPUEMCTB, HaBYa/IbHO-HAYKOBOMY IIPOLIEC] 3aK/IaziiB BUIOI OCBITH

KnrouoBi cnosa: moxonn i BUTPaTH; yHi(inKaui;I; IIOKa3HMKM; CTAaHAPTY; aBTOMATU3alisd; YIIPaB/IiHHA
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Abstract. In the current economic environment, most enterprises have been affected by the political, economic, social
situation in the country and the quarantine restrictions of 2019-2021. In the context of the development of computerization
and informatization, the role of crowdfunding as an alternative way of financing creative ideas, startups, innovations, new
technologies, and socially significant projects is growing. The purpose of the study is to reveal the essence of the concept
of crowdfunding, its formation and development in Ukraine. The study is based on theoretical generalization, comparative
analysis, methods of analysis and synthesis, which made it possible to argue the prerequisites for the successful development
of crowdfunding in Ukraine and the directions of its state legislative management. It is found that crowdfunding is a
tool for financing small or medium-sized business projects through an open call on the basis of social networks or the
Internet, having a material or moral basis for the interest of potential investors. The principles that are characteristic of
crowdfunding in terms of targeting, investor interest in the project, publicity, and the benefits of the future investor are
outlined. Thanks to the SWOT analysis conducted in the study, the types of crowdfunding business models were revealed.
The criteria for assessing the level of development of crowdfunding are proposed: the degree and timeliness of information
support, the level of activity, diversification of platform types, interaction of the resource with the banking sector, the level
of public awareness, the level of government influence. The state regulatory policy on crowdfunding in different countries
is analyzed and its financial management in Ukraine is proposed. It is established that in the conditions of insufficient
financial resources, crowdfunding is a qualitative alternative to standard investment methods, and its main environment
of subjects in Ukraine is medium-sized enterprises. The practical value of the study is to identify the factors that impede
the development of an alternative method of financing in Ukraine, as well as to provide recommendations for the further
functioning of crowdfunding in the country

Keywords: principles; criteria; types of business models; state regulation; Internet platforms; social networks

INTRODUCTION
The financial crisis has become typical for most business-  in Ukraine, it has become more difficult for enterprises to
es, which have faced the problem of finding and selecting  exist and develop, and it is difficult to access loans. There
sources of investment. In the context of the full-scale war ~ was a need for significant financial support and the desire
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of enterprises to develop and use additional ways of financ-
ing to develop their activities, to develop their business and
innovation activities more.

The study by L. Yaremenko et al. (2021) shows how
small and medium-sized enterprises found themselves in
a situation of limited access to credit and additional fi-
nancing for a specific area of activity. In developed coun-
tries, the solution to this problem can be found in many
ways through online platforms, the impact of which is felt
around the world (Versal & Dudnyk, 2021). At the same
time, Yu. Krylova (2020) pointed out that in developing
countries, crowdfunding is one of the ways of financing
that can change traditional business management and sup-
port the financial situation in scientific institutions. In the
context of the development of Ukraine’s market economy,
the search for various sources of funding is becoming in-
creasingly important for both scientists and entrepreneurs
(Gierczak et al., 2023).

During 2019-2023, there is a radical change in the
methods and attraction of funding for innovation and in-
vestment projects. Technological advances have contrib-
uted to the emergence of new innovative business solu-
tions, in which digital consumption of information plays
a large subjective role. Crowdfunding plays a significant
role, authorizing a wide range of people to finance some
innovative and investment projects of a socio-economic
nature through online platforms at the expense of shared
funds (Homotiuk, 2022). Scientist C. Medina-Molina et
al. (2019) noted that crowdfunding platforms allow the
development of social investment areas that are not in-
stitutional investors, such as the state, investment funds,
business representatives, venture capital units, and others.
In this form, crowdfunding can be implemented in various
areas, such as economic start-ups, support for small and
medium-sized businesses, investment in cultural events,
public and political organizations, etc. T. Baumgardner et
al. (2017) also noted that crowdfunding allows to receive
additional funding in the form of various investments due
to financial benefits, social and environmental aspects of
impact and personal needs and interests, and M.K. Poetz
& M. Schreier (2019) concluded that crowdfunding is an
innovative source that allows to attract funding for new
innovative entrepreneurial projects from a large number
of people involved through Internet platforms.

The purpose of the article was to deepen the theoretical
and methodological foundations and opportunities for the
formation and spread of crowdfunding in the context of of-
ficial stock market transformations. Despite the rapid pop-
ularization of crowdfunding in the world, research on this
issue in Ukraine is just beginning. The characteristics and
prospects of using crowdfunding in general, aswell as crowd-
funding platforms, remain unexplored by scholars. Research
into the above issues will allow crowdfunding to become a
more effective, innovative and alternative method and tool
for financing projects and entrepreneurial activities, and to
expand the range of awareness of this concept and its use.

MATERIALS AND METHODS

The theoretical and methodological basis of the study
was the scientific works of Ukrainian and European
scholars on the activities and formation of crowdfunding,
materials from periodicals, online sources, educational
materials and scientific works of the authors on this top-
ic. The study used various general and specific research
methods. In particular, using abstraction, a theoretical
framework was developed to assess the impact of crowd-
funding on government support and socio-economic de-
velopment, including theories of social capital, financial
inclusion, and entrepreneurship. In the context of the
study of crowdfunding as a socio-economic opportunity
for state support, the inductive approach was applied at
different stages of the analysis: data collection, case anal-
ysis, and conclusion. The deductive method provided a
rigorous and systematic approach to testing theories and
hypotheses, allowing for the establishment of cause and
effect relationships.

The article also uses the methods of a systematic ap-
proach, logical generalization and comparison, synthe-
sis, structural and logical analysis, graphical method and
grouping method. The methods of analysis, synthesis,
grouping, comparison and generalization were used to
reveal the essence of crowdfunding, clarify the conceptu-
al and categorical apparatus and improve the typology of
crowdfunding. Structural and logical analysis helped to
create models of crowdfunding project implementation,
and the graphic method was used to visualize the results
of the study. Additionally, a systematic approach and
methods of classification and SWOT analysis were used
to reveal the business models of crowdfunding. The cri-
teria for assessing the level of crowdfunding development
were determined by the methods of cognition, classifica-
tion, synthesis and analysis. The study of the state regula-
tory policy used the methods of analysis, synthesis, logical
generalization and comparison. The method of example
was used to study the impact of crowdfunding platforms
on social entrepreneurship, and the case study method
was used for real-life analysis of phenomena directly re-
lated to crowdfunding.

RESULTS AND DISCUSSION

The main goal of improving Ukraine’s public financial
structure should be to generate modern financial struc-
tures, among which crowdfunding plays an important role
(Mazaraki & Volosovych, 2016). Crowdfunding connects
lenders and borrowers through online platforms. Crowd-
funding is aimed at financing innovative and investment
projects that are not profitable for ordinary stock market
participants (Sharma et al., 2017). The analysis of the stud-
ied sources made it possible to establish the existence of
three main approaches to the concept of crowdfunding as
a business solution that calls for affordable, effective fund-
raising in general and for a specific pilot project. Crowd-
funding is based on principles, namely:
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¢ Targeted direction. The basis is the definition of the
goal, the task of applying the future attracted investments
in cash. Also, investors are expected to be selected for a fu-
ture pilot project, which is determined at the first stage of
project development, precisely when developing a strategy
for attracting and raising additional funding.

¢ Investors’ interest in the project, which is manifested
through the approval of the amount of remuneration, do-
nations in the form of cash.

¢ Publicity, including information transparency
through incentives and additional funding.

¢ Benefit of the future investor when he makes invest-
ments in the form of allocations.

The assessment of the development of crowdfunding
as one of the elements of alternative additional financing of
the state can be carried out according to the following crite-
ria: the degree of development of communication support,
the degree of activity, diversification of platforms, cooper-
ation of platforms with the banking system, the degree of
awareness of communities or communities, the degree of
public administration (Table 1). In the scientific literature,
the concept of “5Ps” is used to classify crowdfunding, sim-
ilar to the marketing mix, which is formed from the “4Ps”
(sales, communication, price, product) (Moeller, 2008;
Bakhur, 2021). Thus, the concept of “5Ps” is the five main
components of the crowdfunding system (Fig. 1).

Table 1. Criteria for assessing the development of crowdfunding

Criterion

Description

Degree of communication support

Systematic collection, processing, and summarization of statistics on the state and
development of industry.

Degree of activity

Increased activity and interconnection with regular activities of the developing country.
The absence of language barriers only helps to expand the geography of platforms.

Diversification of platforms i
activities.

The operation of multi-sectoral platforms without any obstacles or restrictions on their

Cooperation of platforms with the
banking system

Strengthening the cooperation of platforms with the banking system through the
cooperation of existing platforms and banks.

Degree of awareness of communities or
communities

Increasing the degree of socio-economic erudition of the population, especially regarding
the prospects and methods of obtaining funds: social, scientific, innovative startups in the
context of high cost of traditional financial resources.

Degree of government regulation

Existence of various socio-economic requirements that regulate the functioning of certain
types of crowdfunding.

Source: developed by the authors on the basis of J. Alwidian & R. Al-Omoush (2019)

Crowdfunding system

| People

| Purpose

| Participation

|
|
| Platforms |
|
|

| Productivity

Figure 1. Components of the crowdfunding system

Source: developed by the authors based on T. Torris (2017)

Crowdfunding as a way of raising funds appeared
around the 2000s. Initially, it was the music industry,
and this process was used as a driving force to promote
music compositions through the global Internet. The
main idea behind crowdfunding was to attract invest-
ment by reaching a wider audience. Therefore, all the
links or actors in the process are important. Over the
years, certain trends have emerged in the process. These
are mainly ideas of humanitarianism, and in practice,
opportunities to solve global problems of modernity:
ways to integrate artificial intelligence into society, cre-
ate jobs that will not be affected by such integration (re-
training of existing specialists). After all, crowdfunding
is a platform that promotes the development of shared

values and social responsibility, and it is an example of
how it compares favorably with conventional approach-
es to raising investment capital. Project creators are of-
ten highly motivated, engaged, and collaborate with all
stakeholders to represent their interests. The platform
in this system is a means of communication between
creators and investors to resolve various issues related
to the project’s implementation. The boundary between
investor and creator can be easily eliminated, as crowd-
funding involves maximum participation in the process,
and if desired, the investor can become a creator, and
vice versa - the creator can be an investor. Crowdfund-
ing aims to become more socially oriented in order to
attract more actors and users (potential actors).
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However, crowdfunding is dependent on a large num-
ber of external factors, which makes it unstable, but the
general acceptance of this process will lead to greater se-
curity, which the subjects themselves will be able to guar-
antee. As of 2023, the proliferation of Internet platforms
and cyberspace introduces new opportunities, stereotypes,
and ideas that directly affect business practices and change
user behavior. However, the efficient execution of various
concepts of commercial transactions through online plat-
forms, including the use of electronic payment systems, is
crucial. The reliability of the banking system and electronic
payment system is important when choosing a project, as it
is one of the aspects of security. The operational reliability
of e-commerce is of paramount importance to investors,
as any problems related to fund transfers can detract from
crowdfunding projects.

Investing in an innovative project usually involves ac-
tive human participation, unlike traditional methods of

Crowdfunding project

investment. In crowdfunding, investor participation goes
beyond financial contributions to include creative contri-
butions, service-related support, and even critical feed-
back aimed at improving project outcomes. Collaboration
is central to the crowdfunding system. For example, the
Coolest Cooler project, which aimed to develop a new mo-
bile refrigerator with additional features such as USB ports,
a flashlight, wheels, a comfortable handle, and a phone
charger, initially sought funding of USD 50,000, but re-
ceived significant investor support and active participation,
leading to its success. In the end, he received USD 13.5 mil-
lion from over 62,000 investors along with the final itera-
tion of the product (Petrenko, 2023). Crowdfunding makes
it easier to initiate the realization of an idea at the initial
stage of a project with fewer human and financial resourc-
es. This is primarily achieved by accelerating the accumula-
tion of funds. Different elements of the 5Ps are formed for
each project (Fig. 2).

| Planning

| Pitch

|Permanent contact

|
|
| Perks |
|
|

| Promotion

Figure 2. Elements of the functioning of a project to attract investment through the Crowdfunding scheme

Source: developed by the authors

The first step is to place the project on crowdfunding
platforms, plan and formulate clear goals, objectives, and
goals of the project, specify specific project deadlines, esti-
mateborrowed and personal funds, and describe the unique-
ness and significance of the project for future investors.

The successful completion of the project depends on
an apt title, well-written and clearly defined characteris-
tics, issues, relevance, future expected results, information
about the executors, and a report on the use of the alloca-
tions received. The content of the project is also important,
as it should be interesting, clear, convincing, effective in
attracting investor funding, and attractive and informative
for the potential consumer.

When presenting a project on a crowdfunding plat-
form, you need to describe ways to reward investors, which
may vary depending on the amount of the contribution. In
addition to material and financial rewards, social rewards
for investors are often used, such as a letter of appreciation
or a review of approval on social media pages or verbally in
a personal conversation.

Crowdfunding projects are successful if the specified
amount of funds is fully raised (i.e. 100%), and some-
times even more than the specified amount. Such pro-
jects definitely have a clear and interesting presentation,
video, clear reporting on the proceeds received on social
media pages, i.e. open reporting to consumers, continu-
ous contact with the target audience through social me-
dia pages, blogs, surveys and polls among subscribers,
etc. Daily, continuous content and coverage of the project
implementation.

Without well-prepared information (content), it is im-
possible to win and have a successful project. Therefore,
most project authors use and engage social networks, You-
Tube channels, popular bloggers, media, and provide free
social and entertainment content (charity concerts, exhi-
bitions, flash mobs, etc.) to increase interest and promote
the project. Crowdfunding has some pros and cons. At the
same time, crowdfunding can have both advantages and
disadvantages in terms of business development, the state,
and entrepreneurial activity (Table 2).

Table 2. SWOT analysis of crowdfunding

Advantages

Disadvantages ‘

¢ creation of new business models;
¢ attracting additional allocations for small
and medium-sized enterprises through projects;

+ inability to act in opposition to official actions;

¢ nability to apply for additional funding for large projects;

¢ significant disproportionality of data in the implementation
of procedures;
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Table 2. Continued

Advantages

Disadvantages

¢ opportunities for participation and development
of innovative projects;
¢ investment by small and medium-sized businesses;
¢ a fairly easy process of formalizing an investment portfolio;
+ the possibility of financing municipal projects
in the face of the economic crisis.

* a significant level of bankruptcy risk, lack of investor awareness;
¢ information support is asymmetrical;
¢ dependence on external socio-economic factors;
¢ asymmetric awareness, dependence on external factors,
low level of demand from investors.

Opportunities

Threats

¢ project implementation requires only a promising idea
that can be presented on the website, which allows
for evaluation and investment from interested users;

¢ studying the needs of the audience and identifying relevant
and important projects;

¢ unique projects that appeal to users have a high potential
for popularity;

¢ no restrictions on receiving funding on an equal basis
of opportunity.

¢ high competition between projects of similar topics;
¢ the risk that the idea may become irrelevant even
if the developer implements it with high quality;
+ failure to receive the required amount of funds
for the project implementation;
¢ after implementation, the project may not gain wide popularity
in the market and may not bring the expected profit
to the developers.

Source: developed by the authors on the basis of N. Petrenko (2023)

In Ukraine, the practice of developing and implement-
ing investment platforms such as crowdfunding is rather
slow and fragile. The trend is toward a decrease in interest
in this type of investment inflow. First of all, crowdfunding
requires more work and effort from the developer than the
standard financing model. The author has to do everything
himself, i.e. develop a project, formalize it, launch it on the
market, and then monetize it. The site provides consulting
and information support for the entire period of fundrais-
ing. Secondly, developers should set a fair price depending
on the costs, as anyone can follow this. That is, the possi-
bility of making a markup on the product is minimized,
and if there are no analogous products on the market, it is
difficult to set the price. Third, the success of crowdfunding
depends on the connection between the developer and the
user. For the developer, this means coming up with a pro-
ject idea that will attract people and keep them interested.
For investors, it is necessary to find projects that interest
them. In addition, crowdfunding projects often do not have
the opportunity to take out loans or receive grants, unlike
the conventional model (Shevchenko & Kazak, 2019).

The main advantages of crowdfunding platforms are
that they greatly simplify the process of starting a busi-
ness. The costs of popularization can be very low and in-
significant, which is very important in today’s business
environment. Crowdfunding sites have a regular user base
that may be interested in new projects and attract people
from outside. Second, crowdfunding allows project cre-
ators to better control their work. Thanks to a clear plan
of action published on the site in advance and available
to investors, the creators have a clear schedule. Sponsors,
in turn, benefit from crowdfunding as an opportunity to
influence the future of the project. The money spent on
the project gives them the opportunity to share their ideas
with the developers. This leads to another advantage - the
ability to establish a connection between the user and the
developer, meaning that they can exchange ideas, and the
developer has an idea of what the user wants to get from

the project. Thus, the crowdfunding model is more flexi-
ble and allows the project to become ideal for developers
and future users.

The general process of crowdfunding is based on four
models of entrepreneurial activity:

1. The “all-or-nothing model”, which specifies the tar-
geted investment area and a clear deadline for fundraising.
If the specified amount of funds is not raised within the
specified period, the entire amount is returned to investors.
This model is used on all crowdfunding platforms.

2. The “all or more of the above” model is very similar
in nature to the previous one, except for the specified pe-
riod of fundraising, it means that the receipt of funds does
not stop after the specified amount is raised (previously
prescribed and set by the project goal).

3. The “holding” model, in which a trustee (manager or
manager) of a crowdfunding platform organizes a company
for a specific project that needs financial support. In this
model, the sale of shares and bonds is encouraged.

4. The “club mode” model, where project followers are
an important part of the “club of money investors’, their
role is to show interest and commitment to the develop-
ment of a particular project.

To date (2023), the problem of the formation and
spread of crowdfunding has been reflected in the research
of scientists from mainly European countries. P. Belle-
flamme et al. (2023) noted that the issue of crowdfunding
should be disclosed as one of the successful business solu-
tions for financing through online platforms at the expense
of shared funds. However, donations, rewards, gifts, and
additional contributions in the form of money should also
be taken into account. This study agrees with the opinions
of the above-mentioned authors and confirms that crowd-
funding is an additional and at the same time a new way of
obtaining funds that are lacking for enterprises, education-
al institutions, institutes, etc. The authors of this study be-
lieve that this is a new and effective method that has some
risks at the initial stages, but ultimately brings its “fruits”.
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Scientists A. Ordanini et al. (2023) noted that crowd-
funding is the first step to attracting additional funding for
innovation and investment projects through co-investment
from other people. Crowdfunding should be explored as
an additional means of financing certain projects through
a publicized appeal or co-financing based on the moral and
material attention of potential investors. In this article, this
issue has been considered in more detail: the authors are
closer to revealing the very essence, structure, and princi-
ples of crowdfunding in Ukraine, its application, risks, and
opportunities. The researchers T. Tovt & N. Drozd (2019)
also noted that crowdfunding is a manifestation of differ-
ent sponsorship markets and trends in the popularization
of social investment. In addition, they noted the conditions
for using crowdfunding in the prism of the investment pro-
cess of commercial projects in Ukraine.

A. Bondar (2019) noted that crowdfunding is a system
of encouraging investment at the micro level through net-
work platforms for the implementation of various innova-
tive projects without limits. In the opinion of the authors of
this article, it is necessary to add that crowdfunding plat-
forms provide innovative investment opportunities, and
the definition of crowdfunding can be defined using the
term “crowdinvesting”, which will narrow down the cases of
economic effect for investors’ investments. S. Tulchynska et
al. (2017) noted that crowdfunding should be primarily di-
vided into certain types, namely: socially and culturally ori-
ented, crowdfunding ideas, crowdfunding in the business
environment and political crowdfunding. There is logic in
this division, however, it would be possible to supplement
this division with innovative, socio-economic and financial
types to increase efficiency, attractiveness, and diversity for
investors for future investments. T. Mayorova et al. (2019)
noted that crowdfunding accelerates the processes of glo-
balization and integration; the emergence of new types of
production; mass cooperation; opening up new opportu-
nities for joint, open ownership and access to materials,
goods, services (sharing), etc. The authors agree with this
opinion, but it would be more correct to note that with the
development of Internet technologies, new trends in the
investment arena are emerging due to crowdfunding and
crowdfunding platforms, which are increasingly strength-
ening, becoming unshakable, supported by the facts of
implemented innovative projects. It should be noted that
crowdfunding is developing rapidly from year to year, es-
pecially in the socio-economic sector (environment). This
leads to additional formation of investment resources and
the need to implement innovative projects.

To summarize, it should be noted that in the context of
increased competition in the market environment and lim-
ited financing of enterprises, crowdfunding is indeed one
of the most promising and productive tools for attracting
additional allocations, which is confirmed in the scientific

literature. However, the authors who considered this issue
did not take into account the influence of factors on the
implementation and operation of Internet platforms and
crowdfunding platforms. Paying tribute to the scientific
achievements of the above-mentioned scholars, it should
be noted that many issues require a new vision. The con-
tinuous development of crowdfunding in the world indi-
cates its great potential prospects. Therefore, it is necessary
to pay attention to the problems of analyzing external and
internal factors of the operating environment and the pos-
sibility of solving the negative effects of the intensification
of crowdfunding development on the market and econom-
ic system of the state.

CONCLUSIONS

Given the lack of financial revenues and despite the risk of
failure of project authors, crowdfunding is a far-reaching,
effective way to attract additional funding in the business,
scientific, and educational sectors. At the same time, with
the emergence of decentralization in the existing banking
system, crowdfunding can become effective for the public
and public authorities as an alternative source of financing
for innovation and investment projects. Crowdfunding is
gaining momentum and becoming an alternative source of
funding, which in turn makes it possible to accumulate the
necessary funds for the implementation of certain projects
at the initial stage. Crowdfunding platforms international-
ize projects, increasing their chances of successful imple-
mentation. In Ukraine, crowdfunding is gaining momen-
tum, but Ukrainians are using the direction of registering
scientists’ projects on European platforms. For crowdfund-
ing to flourish in Ukraine, the challenges discussed in the
study need to be overcome, which will create more favora-
ble competition against the traditional methods of financ-
ing that exist in the country’s financial market.

Internet platforms give crowdfunding an innovative
meaning that is unlike traditional forms of financing, in-
cluding collective financing. Not only private entrepreneurs,
but also the public and communities can address the devel-
opment of their goals through crowdfunding. Many organ-
izations and communities are already starting to make their
pilot projects and steps by using Internet platforms, net-
work technologies, and crowdfunding in general to attract
additional funding for the socio-economic development of
their activities. Therefore, the prospects for further research
are to increase the productivity of using crowdfunding as
an alternative financing and marketing of crowdfunding.
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AHOTaUIfA. Y Cy4YacHIX YMOBaX rOCIIOJaploBaHHs Ha 61/IbLIICTD i PUEMCTB BIUIMHYJIA IOIITUYHA, EKOHOMIYHA,
coljia/ibHa cuTyalisa B KpaiHi Ta KapaHTUHHI 06Me>xeHHA 2019-2021 pokiB. B ymoBax po3BUTKY KOMIT I0Tepu3alii Ta
indopmarusanii 3pocrae ponb KpayadaHAUHTY AK aIbTePHATUBHOTO CIIOCO0Y (piHaHCYBaHHA KpeaTUBHMUX ifieil, CTapTalliB,
iHHOBAaIIill, HOBITHIX T€XHOJIOTIIf, COIiaJTbHO 3HAYYIIMX MMPOEKTiB. MeTa JOCiPKEeHHA NOATaE Y PO3SKPUTTI CYTHOCTI
KOHIIeNIil KpayaQaHaMHIY, I0r0 CTAHOBJICHHA Ta PO3BUTOK B YKpaiHi. [loC/IiKeHHA IPYHTYETbCA Ha TEOPETUYHOMY
y3arajibHeHHi, IOPIBHAJIbHOMY aHaJli3i, METOMiB aHa/i3y Ta CMHTE3Y, KOTPi HaJla/lM MOXK/IMBICTh aPTyMEHTYBaTU
IIepeLyMOBM JIJIA YCIIIIHOTO PO3BUTKY KpayadaHAMHTY B YKpaiHi Ta HAIPAMKMU JIOTO Jep>XKaBHOT'O 3aKOHOJaBYOTO
ylpasiiHHA. 3’COBaHO, 10 KpayAQpaHaMHT € IHCTPyMeHTOM (piHaHCYBaHHA IPOEKTIB MAJIOro YU cepefHbOro OisHecy
IIJLIXOM BiJKPMTOrO 3aK/IMKY Ha 6a3i coniaibHuX Mepex uu [HTepHeTy, Malo4yy MaTepiajibHe YU MOpa/IbHe il PyHTA
I/ 3alliKaBJIeHOCTi OTeHLiTHNX iHBecTOpiB. OKpecIeHo NPUHIUIN, SKi € XapaKTepHUMU 11 KpaygdaHANHTY B
Po3pisi ibOBOTO CIPAMYBaHHA, iHTepecy iHBeCTOPIB IO IPOEKTY, ITTACHOCTI, BUTOAY Maii0y THHOTO iHBeCcTOpa. 3aBIAKM
poBefeHoMy y focmimkenHi SWOT-ananisy, 0y1o po3kputo tnuny 6i3Hec-Mopesneil KpaydaHuHTy. 3alIpOIOHOBAHO
KpuTepil oLliHKM piBHA PO3BUTKY KpayAdaHANHIY: CTYIIHDb Ta CBOEYACHICTD iH(OpMaILiTHOTro 3abe3IeYeHH A, piBeHb
AKTUBHOCTI, fuBepcudikoBaHicTh TUIIB IIaTGOPM, B3aEMOZIA pecypcy 3 6aHKiBCbKIMM CeKTOPOM, piBeHb 06i3HaHOCTI
CYCII/IBCTBA, piBeHb BIUIMBY iep>KaBu. IIpoanasi3oBaHo gep>kaBHY pery/ATOPHY MOMITUKY WOf0 KpayaH HTY B Pi3HIX
Ilep>KaBax Ta 3allpOIIOHOBAHO J10T0 (iHaHCOBe yIpaBIiHHA B YKpaiHi. BcTaHOB/IEHO, 1110 3a YMOB HEJOCTaTHBOI KiNbKOCTI
(inaHCOBMX pecypciB, kpayAdaHIVHT € AKICHOIO aJbTepPHATUBOI CTAHAAPTHUM METOfIaM iHBEeCTYBaHHS, a JIOr0 OCHOBHE
cepepoBulle Cy0 €KTiB B YkpaiHi — Ile HiANpreMcTBa cepeHboro cermenty. [TpakTidna NiHHICTb JOCTIIKeHHA IOJIATaE y
BupiIeHH] (paKTOpiB, IO HEePEIUIKOPKAIOTh PO3BUTKY a/IbTepPHATUBHOIO MeTOAY (GiHaHCYBaHHA B YKpaiHi, a TAKOXK HaJJaHHI
PpeKOMeHpaLill I[Of0 NOofaIbIIOro GYHKIIOHYBaHHA Kpay/daHIMHTY Ha TePUTOPIi ZaHOI iep>KaBu
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Abstract. The article emphasises the importance of European integration for Ukraine, which is positioned as a key step
towards approximation to European standards, gaining access to new markets and stimulating economic development.
The relevance of the topic is substantiated by the transformational potential of innovations in combination with European
integration for the future of Ukraine. The purpose of this study is to analyse the current state of cooperation between
Ukraine and the European Union in the innovation sphere and, on this basis, to propose strategies for creating favourable
organisational and institutional conditions that would accelerate Ukraine’s integration into the European innovation space.
The study uses general scientific methods, including systematic analysis, structural analysis, historical and logical method,
scientific abstraction, analysis and synthesis, and systematic generalisation. The article analyses the innovation sector in
Ukraine and identifies the challenges that hinder its development: insufficient funding and investment in innovation, lack of
effective mechanisms to support start-ups, and an education system that does not give due priority to innovation. The positive
impact of European integration on innovation development in Ukraine is highlighted. The authors propose directions for
the development of the innovation sector in Ukraine, which focus on strengthening cooperation between business, science
and government, developing infrastructure to support innovation and creating incentives for investment in innovation
projects. The results of this study are of practical importance for the formation and implementation of a set of organisational
and institutional measures that will accelerate the pace of Ukraine’s integration into the European Innovation Area

Keywords: innovation cooperation; innovation space; international integration; European Union standards

INTRODUCTION

In the context of globalisation and increasing competition
between countries, it is important to constantly improve
economic and technological processes. Innovative devel-
opment is becoming a key factor in ensuring the country’s
sustainability and competitiveness on the global stage.
Ukraine is striving to integrate into the European Econom-
ic Area, which provides unique opportunities for the ex-
change of knowledge, technology and innovation. The top-
ic is relevant because integration into the European Union
(EU) encourages the country to adopt new standards and
technological development. Innovative technologies can
increase the economic diversity of a country, contributing
to economic diversification. The development of innovative
sectors can reduce dependence on traditional industries,

which is an important issue for stable and sustainable
development. Innovative changes not only contribute to
economic growth, but can also significantly improve the
quality of life of the population. The development of new
technologies in healthcare, education and social services
can lead to significant positive changes in society. Inno-
vative approaches allow for more efficient resource man-
agement. In the context of limited resources, innovations
become a tool for improving their use, which is especially
important for countries undergoing structural change.

The importance of innovations is growing due to their
increasing impact on global socio-economic development.
This is reflected in the studies of well-known internation-
al and intergovernmental organisations, including the
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Organisation for Economic Co-operation and Develop-
ment (Machado et al., 2019); the Joint Research Centre
(JRC), which provides an overview of technology transfer
in Ukraine, including relevant stakeholders, ecosystem
strengths and weaknesses, and recommendations for the
country to inform technology transfer policy (Cowey et
al., 2021).

Since 2022, the number of publications has been in-
creasing, with the main topic being the impact of the full-
scale Russian invasion of Ukraine on the country’s inno-
vation environment and the thesis that the key direction
of economic policy and a tool for rebuilding Ukraine’s
economy in the post-war period is the country’s innova-
tive development I. Bila et al. (2023) analyse the state of
the innovation ecosystem in Ukraine and compare the
current development of innovations in Ukraine with their
development in other countries and recommend that when
developing innovation policy, special attention should be
paid to structural reforms, effective and transparent use of
external assistance and strengthening cooperation between
producers and research institutions. V. Omelianenko &
O. Omelianenko (2022) conducted a study of innovation
as a factor in the recovery and development of countries
after military conflicts, and I. Yatskevych (2022) proved
the necessity and provided conditions for the creation of
innovation clusters in the post-war period of economic de-
velopment in Ukraine. Publication by O. Mykytyn (2022)
is devoted to the study of modern features of the develop-
ment of innovation activity in the context of intensification
of European integration processes, in particular their infor-
mation aspect and substantiation of the sequence of infor-
mation support for innovative development in the context
of such intensification. Ye. Turchenko (2022) analyses the
regulation and development of innovation in the EU and
Ukraine, outlines the principles and directions of coopera-
tion between Ukraine and the European Union in the inno-
vation sphere, in particular, in promoting the development
of innovation through the creation of appropriate innova-
tion infrastructure.

A wide range of issues related to international coop-
eration in the field of innovation is considered in the work
of H. Dzwigol et al. (2020), who presented the concepts of
global production networks, the evolution of which is re-
flected in theories that focus on the local and global dimen-
sions of institutionalisation, corporatisation, as well as tech-
nologicalisation and digitisation. Innovation ecosystems
are considered in four different research streams: manage-
ment literature, economic and sociological literature, and
policy studies. H. Hollanders (2023) made a comparative
assessment of the research and innovation activities of EU
member states, the strengths and weaknesses of their re-
search and innovation systems, which helps member states
to assess the areas where they need to focus their efforts to
improve the efficiency of innovation activities.

However, despite the large number of substantive
scientific papers and analytical materials on the issue un-
der study, it should be noted that the issue of innovation

cooperation between Ukraine and the EU remains rele-
vant due to new global challenges and threats, including
the full-scale aggression of the Russian Federation against
Ukraine, and requires further research. In particular, it is
of scientific interest to analyse the state of Ukraine’s in-
novative development and identify priority areas of coop-
eration with the EU in the innovation sphere in order to
accelerate the processes of technological transformation of
the economy and society for the successful post-war re-
covery of the country. The article aimed to contribute to a
deeper understanding of the relationship between innova-
tion development and European integration processes in
Ukraine, offering ideas that can guide the country’s future
strategy in these areas.

MATERIALS AND METHODS
The research methodology includes a comprehensive set of
analytical tools and theories designed to thoroughly inves-
tigate and interpret the complex phenomena of innovation
development in the context of Ukraine’s European inte-
gration choice. This methodological approach is based on
general systems theory, which provides an opportunity to
comprehensively study the multidimensional and intercon-
nected nature of innovation ecosystems and conceptualise
the innovation sector as a dynamic and complex system
characterised by nonlinear interactions and continuous evo-
lution under the influence of internal and external factors.

The use of logical-structural and dialectical methods
based on the fundamental principles of economic theory
allowed for a detailed study of the innovation sector. These
methods contributed to a structured analysis of the complex
interrelationships and processes underlying innovation
ecosystems, allowing to identify systemic patterns, contra-
dictions and synergies. The application of these methods
was important for understanding the internal dynamics of
the innovation system and uncovering the complex rela-
tionship between technological progress, economic factors
and social impacts.

To provide a comprehensive analysis of Ukraine’s inno-
vation development, the study also includes a combination
of general scientific and specialised research methods. Sys-
temic and structural analyses are key to assessing the cur-
rent state of the country’s innovation environment, offering
a detailed study of its components, functions and the chal-
lenges it faces. The use of historical and logical methods
provides insight into the evolution of Ukraine’s innovation
space and the directions of its further development in the
context of European integration processes.

The use of the method of scientific abstraction in com-
bination with the method of analysis and synthesis allowed
to deepen the understanding of innovation as a key factor
in economic development and European integration, iden-
tify promising areas for strengthening Ukraine’s innovation
potential and offer practical recommendations aimed at ac-
celerating Ukraine’s integration into the European Innova-
tion Area by addressing existing gaps and using opportuni-
ties for development and cooperation.
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A variety of materials and sources were used to write
the article, which helped to provide a comprehensive anal-
ysis and support for the arguments. In particular, these
are scientific articles by scholars from the UK, the Nether-
lands, Poland, the USA, Ukraine, publications and reports
by international organisations (the European Union, the
World Bank Group, the OECD), data from the State Sta-
tistics Service of Ukraine, and materials from research
institutes. It should be noted, however, that the data pub-
lished in these sources and analysed are limited to 2021.

RESULTS

Innovation is a key driver of economic growth, as new
technologies and processes increase productivity, leading
to higher gross domestic product (GDP). Countries that
actively invest in innovation become more competitive on
the global stage by creating unique products and services.
Innovations lead to the creation of new industries, compa-
nies, and jobs, and help reduce unemployment; improve
the quality of life of citizens through the development
of new medical technologies, environmentally friendly
solutions, and the improvement of education and culture;
promote the development of the entrepreneurial environ-
ment by stimulating the emergence of start-ups, research
centres, and innovation clusters; and allow countries to
better adapt to global challenges such as climate change,
demographic changes, and economic trends. Thus, inno-
vation plays a crucial role in a country’s sustainable and
balanced development, contributing to its prosperity and
successful integration into the global community.

The importance of European integration for Ukraine’s
innovation development is significant, as this process can
significantly enhance Ukraine’s innovation capacity in
various sectors. Figure 1 shows several key aspects of how
European integration can contribute to Ukraine’s innova-
tion development.

The importance of European integration

[ for Ukraine's innovative development
> Access to European markets and standards
L Investment and financing opportunities
L Technology transfer and collaboration
> Cooperation in education and research
NS Improving the regulatory framework
e Networking and information excl{ange
> Cultural and social exchange

> Challenges and adaptation

Figure 1. The importance of European integration
for Ukraine’s innovative development
Source: authors’ development

Integration with the European Union gives Ukraine
access to one of the largest markets in the world. This
encourages Ukrainian businesses to innovate and adapt
their products and services to EU standards, which
are often high and require sophisticated technologi-
cal solutions. The introduction of European technical
standards in Ukraine is envisaged by Law of Ukraine
No. 1678-VII (2014). In addition, European integration
may attract more foreign investment, including from EU
member states, which is crucial for innovative projects.
Moreover, Ukraine may be eligible to participate in var-
ious EU funding programmes aimed at supporting re-
search and innovation, such as “Horizon Europe” (The
Ministry of Education and Science of Ukraine, 2021).
Closer ties with the EU facilitate the exchange of tech-
nology and know-how. Ukrainian companies and re-
search institutions can participate in joint projects with
European partners, benefiting from shared experience
and advanced technologies. Integration also facilitates
cooperation in education and research. Ukrainian stu-
dents and researchers have better access to European
universities and research centres, leading to knowledge
exchange and the development of a skilled workforce
that can drive innovation at home.

European integration often requires the harmonisa-
tion of regulations with EU standards. This process can
lead to a more favourable legal environment for innova-
tion, including better protection of intellectual property,
which is crucial for stimulating creativity and techno-
logical progress. Being part of the European community
allows Ukraine to access an extensive network of inno-
vators, entrepreneurs and experts. This network facil-
itates the exchange of information, best practices, and
opportunities for cooperation that are vital for innova-
tion. Exposure to European cultural and social norms
can also influence innovative thinking. This contributes
to a more open, diverse and creative environment that
fosters innovation.

While European integration offers many opportu-
nities for innovation, it also poses certain challenges for
Ukrainian businesses (Glushchenko & Tuleninova, 2016).
Ukrainian enterprises and institutions will have to signif-
icantly adapt their operations and strategies to compete
in the European market. This process itself can stimulate
innovation, as it requires new solutions and approaches.
Thus, European integration is important for Ukraine’s in-
novative development, as it provides access to new mar-
kets, investments, technologies and knowledge. It also
encourages the improvement of the regulatory framework
and promotes a culture of innovation through various
exchanges and cooperation. However, in order to take
full advantage of these benefits, it is necessary to adapt
and overcome certain challenges. A significant problem
affecting Ukraine’s ability to develop technologically and
economically is the lack of funding and investment in in-
novation in the country. This problem is caused by several
factors, which are summarised in Table 1.
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Table 1. Factors behind the lack of funding and investment in Ukraine

Name of the factor

Description of the factor

Economic constraints

Ukraine’s economy is facing numerous challenges, including Russian aggression, political instability and
corruption. These issues can deter both Ukrainian and global investors, resulting in insufficient funding for

innovative projects.

Limited government

support

Public funding for research and development in Ukraine is relatively low compared to other European
countries. This limited support may hinder the development of new technologies and the growth of start-ups

and innovative enterprises.

Investors’ risk appetite

Investors may be cautious about investing in Ukrainian innovation due to certain risks. These risks may
include political instability, uncertainty in the regulatory environment and concerns about the protection of

intellectual property rights.

Lack of research

infrastructure

Ukraine may lack modern research infrastructure and equipment. Without the necessary infrastructure, it

becomes difficult to conduct high-level research and develop cutting-edge innovations.

“Brain drain”

It is typical for Ukraine to see skilled professionals, including scientists, engineers and IT specialists, emigrate
in search of better opportunities abroad, which significantly weakens the country’s innovation potential. This

trend has significantly intensified since the full-scale invasion of Ukraine by the Russian Federation.

Difficulties in

accessing capital

Start-ups and innovative enterprises often face difficulties in accessing capital through traditional banking
systems. The absence of developed venture capital and angel investor networks in Ukraine also limits the

ability to finance innovative projects at early stages.

Underdeveloped

innovation ecosystem

The overall innovation ecosystem in Ukraine may lack some key components, such as incubators, accelerators

and mentoring networks, which are essential for developing start-ups and encouraging innovation.

Source: authors’ development

The data confirming the fact of insufficient funding for
innovation in Ukraine is shown in Figure 2. As can be seen,
researchand development (R&D) expendituresin Ukrainein
2021 amounted to 0.29% of GDP, which is significantly lower
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than in the other countries listed, among which Israel is the
leader with 5.56%. A significant decrease in this indicator is
also observed in Ukraine compared to the previous 2020 -
0.41% of GDP (State Statistics Service of Ukraine, 2020).
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Figure 2. Expenditures on research and development (R&D) in 2021, as a % of GDP

Source: compiled by the authors based on OECD Data (2021)

To address these challenges, efforts should be made in
various areas:

¢ improvement of the regulatory and business envi-
ronment, as creating a more stable and transparent busi-
ness environment can attract more investors;

¢ increased public investment, as the government can
allocate more resources to research and innovation;

¢ infrastructure development, as investments in mod-
ern research facilities and technology parks can provide the
necessary basis for innovation;
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¢ promoting public-private partnerships, as coopera-
tion between government, academia and the private sector
can lead to more effective innovation strategies.

¢ encouraging venture capital and angel investment, as
the development of the venture capital sector and angel inves-
tor networks to provide the necessary funding for start-ups;

¢ preservation of the country’s intellectual capital
(Radzikhovskyi, 2022).

Overall, addressing the lack of funding and investment
in innovation is crucial for Ukraine’s economic growth and
technological development. This requires concerted efforts
by the government, the private sector and the international
community. The lack of effective mechanisms to support
start-ups in Ukraine needs to be addressed, which is linked
to several key factors that impede the development of inno-
vative businesses in the country.

One of the biggest challenges for startups in Ukraine is
the lack of access to finance. This includes the limited avail-
ability of venture capital, angel investors, and other forms
of startup financing. A strong entrepreneurial ecosystem
includes not only funding, but also mentoring, incubators,
accelerators, networking opportunities and a supportive
community. In Ukraine, these elements are not as devel-
oped and widespread as in some other countries, which
limits the growth opportunities for startups. Although
Ukraine has a significant domestic market, start-ups often
face difficulties in expanding domestically and internation-
ally. Barriers may include a lack of market knowledge, lim-
ited business connections, and problems with compliance
with international standards or certifications. Protecting
intellectual property is important for start-ups, especial-
ly those working with innovative technologies or creative
products. In Ukraine, intellectual property rights protec-
tion is inadequate and inconsistent, which hinders innova-
tion and leads to hesitancy to invest in research and devel-
opment. In 2020, Ukraine ranked 29" in the ranking of 100
countries, and in 2021 - 34" (Sak et al., 2022).

Addressing these challenges requires: developing a
stronger network of venture capital and angel investors,
as well as introducing alternative financing options such
as crowdfunding; creating more incubators, accelerators
and mentoring programmes to support startups; simplify-
ing bureaucratic processes and creating a more favourable
business environment for startups; supporting startups in
entering new markets domestically and internationally;
improving the legal framework and mechanisms for pro-
tecting intellectual property rights in Ukraine. Addressing
these challenges requires concerted efforts by both the pub-
lic and private sectors, as well as a commitment to creating
a more favourable environment for start-ups and innova-
tion in Ukraine.

Insufficient attention of the educational system to in-
novation in Ukraine also hinders the country’s entry into
the European innovation space. Addressing this problem
requires a comprehensive approach, including: updating
and modernising curricula to reflect current technological
and innovation trends; incorporating more practical train-

ing, internships and real-world problem-solving into the
curriculum; encouraging teaching methods that promote
creativity, critical thinking and independent learning; in-
vesting in STEM education and providing the necessary re-
sources and facilities; and facilitating partnerships between
educational institutions and industry to provide students
with relevant work experience. By addressing these chal-
lenges, Ukraine’s education system can better prepare stu-
dents for the demands of the innovation economy and con-
tribute to the country’s overall growth and competitiveness.

Thus, it can be argued that over the five years of the
Association Agreement with the EU (2015-2020), the
share of innovation in the country’s economy has de-
clined. Ukraine has worsened its position in the Euro-
pean Innovation Scoreboard and has not come close to
solving the traditional problems that have been inherent
in the country’s innovation sector for most of the period
of independence, namely: low quality of the institutional
environment, outdated technologies, weak links between
producers and users of innovations, and underdeveloped
venture capital market (Pidorycheva, 2022). Ukraine’s in-
tegration into the European innovation space is the basis
that creates conditions for stable and efficient develop-
ment of the country’s economy, as well as strengthening
its innovation potential.

The development of innovation in Ukraine should be
comprehensive, covering not only economic and techno-
logical aspects, but also education, science, culture and
the legal framework. The strategy should be flexible to
adapt to changing market conditions and needs. The key
to the successful development of the innovation ecosys-
tem is the strengthening of cooperation between business,
science and government in the field of innovation. This
tripartite alliance creates favourable conditions for the
transfer of technologies from research to industry, pro-
motes the creation of innovative products and services,
and strengthens the country’s competitiveness. Strength-
ening cooperation between business, academia and gov-
ernment requires a comprehensive approach where all
parties interact to achieve common goals and stimulate
innovation in the country.

An important element of a successful innovation eco-
system is the development of infrastructure to support
innovation. This infrastructure includes material and
organisational resources that facilitate the development
and implementation of new technologies, stimulate re-
search and support innovative enterprises. This includes
the creation and development of innovation centres and
technology parks, incubators and accelerators, research
centres, laboratories and innovation platforms, innovation
education centres, technology transfer centres, innova-
tion clusters, improvement of digital infrastructure, and
strengthening of international cooperation with inno-
vative organisations, companies and research centres to
share experience and resources.

The development of innovations in Ukraine in the
context of European integration can be focused on several
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key areas. These include structural changes in the econ- and active participation in international research pro-
omy, support for innovative start-ups, development of grammes. Figure 3 shows the main areas of innovation
scientific research, adaptation to European standards, development in Ukraine.

Structural reforms:
- reforms in public administration;
- economic diversification.

A

Support for start-ups and small businesses: Research and education:
- creation of state programmes; - promoting the formation of scientific clusters and
- development of infrastructure for start-ups. innovation clusters;

- improving the education system.

Adaptation to European standards:

- preparation and adaptation of
relevant technical standards and norms;
- implementation of relevant product | <!
quality and safety standards.

Participation in international
programs:
- active participation in programs;
—>| - development of strategic international
partnerships.

Key areas of Ukraine's
innovative development in the
context of European integration

E

nvironmental and technological innovations: Development of technology clusters:
- stimulating developments in energy efficiency and - creation and development of technology clusters;
renewable energy sources; - creation of innovation zones that will become
- promoting digital technologies and smart solutions centers for the development and implementation
Qarious sectors of the economy. of new technologies.

Figure 3. Key areas of Ukraine’s innovative development in the context of European integration
Source: authors’ development

To successfully attract investment in innovative pro- DISCUSSION
jects in Ukraine, it is necessary to create incentives that will ~ Numerous scientific studies of innovation processes in the
make such investments attractive to potential investors.  context of Ukraine’s integration into the European space
These include providing investors with tax breaks on prof-  cover many aspects. In Ukraine, research institutions, uni-
its, investments in research and development, depreciation  versities and think tanks focus on the challenges and oppor-
of technological equipment and other innovation costs;  tunities in relations with the European Union and its mem-
providing financial support from the state in the form of  ber states. For example, a wide range of issues and areas of
subsidies and grants for innovative projects and start-ups;  cooperation between Ukraine and the European Union in
creating and supporting venture capital funds that can pro-  the innovation sphere are studied by researchers at the In-
vide investments in the early stages of innovative compa-  stitute of Industrial Economics of the National Academy of
nies; developing special investment programmes aimed at  Sciences of Ukraine. V. Liashenko et al. (2018) analyse the
supporting innovative industries and technology start-ups;  prerequisites and directions of Ukraine’s integration into
and forming innovation clusters in which companies; al-  European scientific, educational and innovation networks
locating certain territories or zones with special rules and  in the context of the Association Agreement with the EU,
benefits for innovative enterprises and investors; organising  focusing on the growing role of regions in innovation-based
regular investment forums, exhibitions and events where  economic development. The importance of creating an in-
innovative projects can present their potential to investors;  stitutional environment favourable to the development of
providing guaranteed loans for investors investing in inno-  regional innovation systems is emphasised. The authors
vative projects; actively attracting international investors  propose the concept of the “Innovation Elevator: From
and forming strategic partnerships to improve access to  School to Europe”, which is based on a “linear” methodol-
global investment; creating a transparent and predictable  ogy and provides for the creation of integrated support for
legal environment, as well as mechanisms for the protec-  start-ups from their inception in educational institutions to
tion of the rights of investors. These incentives should be  their introduction to the market through a wide network of
implemented systematically, creating a comprehensive business studios, incubators, science parks and industrial
and attractive environment for investment in innovative  zones in Ukraine and Europe. This system was created as
projects in Ukraine. It is also important to ensure effective ~ a means of developing start-ups and innovative projects,
interaction between the state, business, and scientific com-  providing them with comprehensive support at all stages
munities to maximise the positive effect. of development, from the idea to the launch of a product.
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The study by O. Vyshnevskyi (2020) formulates the
concept of creating an international digital platform that
will serve as a means for developing cross-border research,
education and innovation. The author notes that, in the
context of Ukraine’s realities, significant potential for eco-
nomic growth lies in the areas of innovation and institu-
tional development. At the same time, large-scale innova-
tions require strong scientific and educational bases, which
necessitates the intensification and acceleration of innova-
tion, research and education activities in the country and,
in turn, emphasises the importance of developing inter-
national cooperation. One of the main challenges for the
Ukrainian innovation and scientific space is their limited
integration into the European innovation ecosystem, which
indicates untapped potential in this area. The creation of
an international digital platform that would bring together
representatives of government, business, research and edu-
cational institutions from Ukraine and the EU is proposed
as an effective way to tap into this potential.

The strategic directions of European integration of
innovation ecosystems in Ukraine and Poland are stud-
ied by Y. Kharazishvili et al. (2021). The article conducts
a comprehensive study to determine the current state and
substantiate strategic scenarios for Ukraine’s integration
into the EU educational, research and innovation space as
a source of proactive sustainable innovation development.
The authors have analysed the use of foresight technology
to determine a possible future and formulated strategies for
achieving it using methods developed in various research
areas. The scientific substantiation of the strategic scenar-
ios of European integration of the Ukrainian and Polish
research, education and innovation spaces in the article is
based on the concept of sustainable development, which is
based on applied systems theory, management theory and
economic cybernetics, which allowed the authors to deter-
mine the integrated indices of education and innovation
and to substantiate the values of indicators that ensure the
desired growth trajectory and achievement of the defined
goals of the research, education and innovation spaces of
Ukraine and Poland.

The aim of the article by N. Ivanenko et al. (2023) is
to study the peculiarities of the application of digitalisation
of education in Ukraine under the influence of European
integration. The study identifies the elements of digitalisa-
tion of education, which together can ensure the full and
high-quality training of future specialists in a university
setting. The authors outline significant positive and nega-
tive features of the introduction of digitalisation of the edu-
cational process, which is an important step towards bring-
ing the Ukrainian educational space closer to the standards
of the European Union and an important component of the
state policy of European integration.

In the article by I. Pidorycheva (2022) examined the
impact of European integration on the economy and inno-
vation ecosystem of Ukraine. The author establishes that
the innovation component of the national economy is be-
coming increasingly primitive and deindustrialised, and

this necessitates a revision of the Association Agreement
with the EU to enhance its favourable impact on the coun-
try’s innovative development. The researcher’s attention is
focused on a comparative analysis of Ukraine’s involvement
in the “Horizon 2020” Framework Programme, which re-
mains low compared to that of EU member states and oth-
er associated members. This situation is explained, among
other things, by the weak national innovation ecosystem
and the lack of close contacts and professional ties between
Ukrainian institutions and their European counterparts.
The article proposes a set of organisational and institution-
al measures that will allow Ukraine to expand its access to
EU funding and accelerate its integration into the Europe-
an Research Area.

The article by D. Krylov (2020) analyses the develop-
ment of innovation activity in Ukraine based on a rating as-
sessment. The author identified key international rankings
that assess the level of innovation in the country. It is worth
agreeing with the researcher’s conclusion that Ukraine’s
place in these rankings indicates a number of challenges,
including limited state support and funding for innovation
projects, weak mechanisms for the implementation and
commercialisation of innovations in the business sector,
and insufficient interaction between innovative enterprises
and research institutions.

The European integration development as a platform
for innovative entrepreneurship in Ukraine is studied in
Ya. Stoliarchuk et al. (2022). It is noted that the systemic
development of innovative entrepreneurship implies the
need not only to maximise the use of domestic scientific
and technological resources, but also to effectively inte-
grate them into European innovation systems. The authors
examine the impact of innovative entrepreneurship on
Ukraine’s economic development, in particular on GDP
growth, and identify the main vectors of its promotion,
based on the opportunities offered by the EU-Ukraine As-
sociation Agreement.

Thus, the analysis of the presented studies by contem-
porary scholars leads to the conclusion that their attention
is mainly focused on certain areas of research on Ukraine’s
innovative development in the context of European inte-
gration. These include an analysis of the current state of
the national innovation ecosystem, the impact of Europe-
an integration processes on Ukraine’s innovative develop-
ment, problems and challenges on the path of Ukraine’s
integration into the European innovation space, prospects
for Ukraine’s cooperation with the European Union in the
field of innovation and research, creation and development
of innovation infrastructure, integration of innovations
with sustainable development goals to address social and
environmental challenges, digital transformation and cy-
bersecurity, and development of innovative education. At
the same time, solving the problems that impede the de-
velopment of Ukraine’s national innovation system and its
successful integration into the European Innovation Area
requires a comprehensive systemic approach, which this
study attempts to implement.
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CONCLUSIONS

Ukraine’s path to innovative development in the context of
European integration is a path of balancing opportunities
and challenges. The country has faced significant political
and economic challenges due to the full-scale invasion of
Ukraine by the Russian Federation. The process of bringing
Ukraine’s legal and regulatory framework in line with EU
standards is rather slow. Access to European funds is com-
petitive and difficult, and the “brain drain” and emigration
of skilled professionals, corruption and bureaucracy, and
the technological gap with more developed EU countries
are significant problems.

The study identifies the prospects for Ukraine’s inno-
vative development in the context of European integra-
tion: European integration opens up wide opportunities
for Ukrainian businesses to access markets, partner and
expand; Ukraine has the potential to increase investment
in research and development, which is crucial for innova-
tion; cooperation with European institutions can provide
both funding and expertise; cooperation with European
organisations can facilitate technology transfer, helping
Ukraine to modernise its industry and increase competi-
tiveness; partnerships with European educational institu-

technologies, which is a growing sector in Ukraine; the
process of approximation to EU standards will contribute
to policy reform and improved governance in Ukraine,
creating a more favourable environment for innovation;
the growing start-up ecosystem in Ukraine, combined
with European integration, may lead to increased op-
portunities for innovation and entrepreneurship; and
increased cultural and academic exchanges with Europe
may stimulate innovation through diverse perspectives
and joint projects.

To overcome these challenges and take advantage of
the prospects, Ukraine should strengthen political and eco-
nomic stability, continue reforming its legal and regulatory
framework in line with EU standards, invest in infrastruc-
ture development, especially in technology and digitalisa-
tion, improve mechanisms for accessing European funding
and support, develop strategies for retaining and attracting
talent, fight corruption and reduce bureaucratic barriers,
focus on bridging the technology gap through partnerships
and investments, and prepare for the future. Each of these
areas also outlines prospects for further research.

ACKNOWLEDGEMENTS

tions can improve the skills and knowledge of Ukrainian ~ None.
professionals, contributing to a more innovative work-
force; European integration offers opportunities for sus- CONFLICT OF INTEREST
tainable development, particularly in the field of green  None.
REFERENCES

(1]
(2]
(3]
(4]
(5]
(6]

(7]

(8]
(9]

Bila, I, Posna, V., & Shevchenko, O. (2023). Innovative development as a factor of the post-war economy of Ukraine.
Scientific Papers NaUKMA. Economics, 8(1), 10-16. doi: 10.18523/2519-4739.2023.8.1.10-16.

Cowey, L., Milosavljevic, N., & Shvarova, O. (2021). Technology transfer in Ukraine 2019-2020. Luxembourg:
Publications Office of the European Union. doi: 10.2760/930671.

Dzwigol, H., Dzwigol-Barosz, M., & Kwilinski, A. (2020). Formation of global competitive enterprise environment
based on Industry 4.0 concept. International Journal of Entrepreneurship, 24(1), 1-5.

Glushchenko, O., & Tuleninova, D. (2016). Impact of Eurointegration on economical security of domestic enterprises.
Scientific Bulletin of Mukachevo State University. Series “Economics”, 3(1), 112-119.

Hollanders, H. (2023). European innovation scoreboard 2023. Luxembourg: Publications Office of the European
Union. doi: 10.2777/119961.

Ivanenko, N., Boiko, A., Fedorchuk, L., Panchenko, I., & Marieiev, D. (2023). Development of educational policy
in Ukraine in the context of European integration and digital transformation. Revista Eduweb, 17(2), 296-305.
doi: 10.46502/issn.1856-7576/2023.17.02.25.

Kharazishvili, Y., Kwilinski, A., Dzwigol, H., & Liashenko, V. (2021). Strategic European integration scenarios of
Ukrainian and Polish research, education and innovation spaces. Virtual Economics, 4(2), 7-40. doi: 10.34021/
ve.2021.04.02(1).

Krylov, D. (2020). Analysis of rating assessment of innovative activity development in Ukraine. Efektyvna Ekonomika,
5. doi: 10.32702/2307-2105-2022.5.8.

Law of Ukraine No. 1678-VII “On Ratification of the Association Agreement Between Ukraine, on the One Hand,
and the European Union, the European Atomic Energy Community and Their Member States, on the Other Hand”
(2014, September). Retrieved from https://zakon.rada.gov.ua/laws/show/1678-18#n2.

[10] Liashenko, V., Pidorycheva, I., Kucherov, A., & Tesnovskyi, P. (2018). Directions of Ukraine’s Integration integration

within the European scientific-educational and innovation areas under the Association Agreement with the European
Union. Economic Herald of the Donbas, 3, 147-179.

[11] Machado, D., Qu, Y., & Cervantes, M. (2019). Innovation policies for sustainable development: Low-carbon energy and

smart-city initiatives. Paris: OECD Publishing. doi: 10.1787/6287ddb2-en.

[12] Mykytyn, O. (2022). Features of the development of innovative activities in the activation of European integration

processes: The information aspect. Economy and Society, 43. doi: 10.32782/2524-0072/2022-43-42.

[13] OECD Data. (2021). Gross domestic spending on R&D. Retrieved from https://data.oecd.org/rd/gross-domestic-

spending-on-r-d.htm.

Universify Economic Bulletin | Vol. 18, No. 4


https://doi.org/10.18523/2519-4739.2023.8.1.10-16
https://doi.org/10.2760/930671
https://www.abacademies.org/articles/Formation-of-global-competitive-enterprise-environment-based-on-industry-4.0-concept.pdf
https://www.abacademies.org/articles/Formation-of-global-competitive-enterprise-environment-based-on-industry-4.0-concept.pdf
https://economics-msu.com.ua/en/journals/tom-3-1-2016/vpliv-yevrointegratsiyi-na-ekonomichnu-bezpeku-vitchiznyanikh-pidpriyemstv
https://doi.org/10.2777/119961
https://doi.org/10.46502/issn.1856-7576/2023.17.02.25
https://doi.org/10.34021/ve.2021.04.02(1)
https://doi.org/10.34021/ve.2021.04.02(1)
https://doi.org/10.32702/2307-2105-2022.5.8
https://zakon.rada.gov.ua/laws/show/1678-18%23n2
http://jnas.nbuv.gov.ua/article/UJRN-0000920170
http://jnas.nbuv.gov.ua/article/UJRN-0000920170
http://jnas.nbuv.gov.ua/article/UJRN-0000920170
https://doi.org/10.1787/6287ddb2-en
https://doi.org/10.32782/2524-0072/2022-43-42
https://data.oecd.org/rd/gross-domestic-spending-on-r-d.htm
https://data.oecd.org/rd/gross-domestic-spending-on-r-d.htm

Tropina & Yevtushenko

[14] Official website of the State Statistics Service of Ukraine. (2020). Retrieved from https://www.ukrstat.gov.ua/.

[15] Omelianenko, V., & Omelianenko, O. (2022). Innovations in the post-war economic recovery: Theory and practice.
In V. Omelianenko (Ed.), Innovative foundations for the recovery and development of countries after armed conflicts: A
collective monograph (pp. 48-92). Sumy: Institute of Strategies of Innovative Development and Knowledge Transfer.

[16] Pidorycheva, I. (2022). Ukraine’s European integration in the field of research and innovation: State, challenges,
acceleration measures. Journal of European Economy, 20(4), 678-699. doi: 10.35774/jee2021.04.678.

[17] Radzikhovskyi, Ye. (2022). Analysis of European experience in improving public administration mechanisms.
Development Management, 20(3), 29-35. doi: 10.57111/devt.20(3).2022.29-35.

[18] Sak, T., Shostak, L., & Vozniuk, J. (2022). Startup development in Ukraine: Theoretical aspects, trends, opportunities.
Market Infrastructure, 65, 43-48. doi: 10.32843/infrastruct65-7.

[19] Stoliarchuk, Ya., Liutak, O., Baula, O., Lisovska, L., & Voitovych, S. (2022). European integration development
platform of innovative entrepreneurship of Ukraine. Financial and Credit Activity Problems of Theory and Practice,
4(45), 396-404. doi: 10.55643/fcaptp.4.45.2022.3669.

[20] The Ministry of Education and Science of Ukraine. (2021). Horizon Europe. Retrieved from https://ms.nauka.gov.ua/
en/about-portal/horizont-europe/.

[21] Turchenko, Ye. (2022). Cooperation between Ukraine and the European Union in the innovation sphere. South
Ukrainian Law Journal, 4(3), 126-133. doi: 10.32850/sulj.2022.4.3.21.

[22] Vyshnevskyi, O. (2020). International digital platform as a tool for the formation of cross-border research, educational
and innovation spaces. Economic Herald of the Donbas, 4(62), 46-51. doi: 10.12958/1817-3772-2020-4(62)-46-51.

[23] Yatskevych,I.(2022).Innovation policy of Ukraine in the postwar period. Economy and Society, 39. doi: 10.32782/2524-
0072/2022-39-53.

IHHOBaLLIMHUI PO3BUTOK YKpaiHU
B KOHTEKCTi EBpPOiHTEerpaLinHux npouecis

BaneHTunHa BopucisHa TponiHa
[IOKTOp EKOHOMIYHKX HayK, Mpodecop
YHiBepcuteT Ipuropis Ckosopoav B INepescnasi
08401, Byn. CyxomnnHcekoro, 30, M. [MNepescnas, YkpaiHa
https://orcid.org/0000-0003-4148-3873
HaTanis MukonaiBHa €BTYLLIEHKO
KaHanoaT eKOHOMIYHWUX HayK, AOLEeHT
YHiBepcuteT Ipuropis Ckosopoav B INepescnasi
08401, Byn. CyxomnnHcekoro, 30, M. [MNepesicnas, YkpaiHa
https://orcid.org/0000-0002-4752-6742

AHOTALLIfA. ¥V cTarTi MigKpeCII0EThCS BAKIMBICTD €BPOIENICHKOI iHTerparii oyt Ykpainu, sika HO3UIIOHY€EThCS SIK
KJIIOYOBMII KPOK Ha LIUISAXY HAOVDKEHHS IO €BPOIEIICHKUX CTAaHAAPTIB, OTPUMaHHA JOCTYIY O HOBUX PUHKIB Ta
CTUMY/IIOBAaHHA €KOHOMIYHOTO PO3BUTKY. AKTYa/IbHICTb TeMU OOI'PYHTOBY€ETHCSA TpaHCHOPMALiIHIM IIOTEHIia/IoM
iHHOBaIliil y TIOETHAHHI 3 €BPOIIEIICLKOIO iHTerpalji€lo IIsg MaitoyTHbOro YKpainyu. MeTolo IIbOro ZOCTiIPKeHH € aHali3
IIOTOYHOI'O CTaHy CHiBIpani Ykpainu ta €spornericbkoro Coosy B iHHOBaIiltHil cdepi, i Ha I1iJf OCHOBI 3aIIpONIOHYBATH
crparerii popMyBaHHSA CIPUATIUBYUX OPraHi3alliffHUX Ta IHCTUTYLiHUX YMOB, AKi 6 IpUCKOPWIN iHTerpauio
YKpainu o €BponericbKoro iHHOBaIiTHOTO MPOCTOpPY. Y HOCTIIPKeHHI BUKOPUCTaHi 3aralbHOHAYKOBi HayKOBi METO/IN,
BKJIIOYAIOYY CUCTEMHUII aHali3, CTPYKTYPHUII aHali3, icTOpMYHMIT Ta JTOTIYHMIT MEeTOJ, HayKoBa abCTpaKliif, aHai3
i cuHTe3, CCTEMHE y3araJbHeHH:A. 3/1ifiICHEHO aHa/li3 iHHOBAIIiIIHOTO CEKTOPY B YKpaiHi Ta BU3HAYE€HO BUK/INKMU, AKi
IIePENIKOKAIOTD JIOT0 PO3BUTKY: HeJOCTaTHE (piHaHCYBaHHA Ta iHBecTMLil B iHHOBAIil, BiICYTHICTD e(eKTUBHMUX
MEXaHi3MiB MiATPUMMKM CTApTalliB, a TAKOX CUCTE€Ma OCBITH, KA He HAa/la€ HAJIE)XHOI'0 IIPIOPUTETY iIHHOBALiAM.
BucBiT/IeHO TO3UTUBHMIL BIINB €BPOIIEIChKOI iHTerpanii Ha iHHOBaLiTHMIT PO3BUTOK B YKpaiHi. 3apOoIIOHOBAaHO
HaIpsAMIU PO3BUTKY iHHOBAIIIIHOTO ceKTOPy B YkpaiHi, AKi 30cepelKy0ThCA Ha IIOCUICHHI clliBIIpani Mk 6i3HecoM,
HayKOIO Ta BJIaJJ0I0, PO3BUTKY iHGPacTPYKTypH AIA HifTPUMKM iHHOBAILill Ta CTBOPEHH] CTUMY/IB [/IA iHBeCTULiN B
inHOBaLiiHi mpoekTu. PesynbTaTy LbOTO HOCTIIKEHHA MAIOTh IIPaKTIYHe 3HA4YeHH /L1 GOpPMYBaHHA Ta peaisanii
KOMIIZIEKCY OpTaHi3aliliHO-iHCTUTYLiIHMX 3aXONiB, AKi HaJal0Th MOXX/IMBICTh MPUCKOPUTH TEMIIM iHTeTpalii YKpainn
B EBpONENCHKII iIHHOBAL[IHNI IPOCTip

Kntoyogi cnoBa: innoBanifina criBIparst; iHHOBALiTHWIT IPOCTip; MDKHAPOHA IHTErpallis; CTaHAapTH EBPOIEIICHKOTr0
Corosy
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Abstract. The large-scale war taking place on the territory of Ukraine as of 2023 has a significant impact on budgetary
processes and the financial system. In the face of new challenges, the budget system is becoming a key tool for ensuring
financial stability and fulfilling the strategic objectives of the state. Military expenditures, reconstruction of the affected
territories, social support for citizens and other unforeseen expenditures require effective management of the state and
local budgets and improvement of the financial security mechanism. The purpose of this article is to define the theoretical
and practical foundations of Ukraine’s budget security, to develop proposals for a strategy and measures to ensure the
sustainability of the budget system in times of war. In studying the issues of formation and functioning of Ukraine’s budget
security, the author used a combination of empirical, comprehensive, systemic and analytical methods and approaches that
helped to achieve this goal. The study analysed statistical data reflecting the state of budget security, including indicators
reflecting the specifics of the state budget system management. Nevertheless, the events that took place in the period from
2014 to 2022 led to political and economic instability in the country, which resulted in an imbalance in the functioning of
Ukraine’s budget security. Given the difficulties associated with ensuring budgetary security in a time of war, the author
offers recommendations for achieving future stability of the state’s financial system, which involves adherence to the national
strategy and development of new financial security mechanisms. At the same time, a sustainable budget policy promotes
efficient resource management and stimulates economic development. Investments in key industries, support for enterprises
and innovations help to strengthen the country’s economy. The scientific results obtained in the course of this study solve the
urgent problem of developing and substantiating theoretical and methodological approaches to the functioning of budget
security, and can also be used to determine ways to improve it and apply it by the country’s state authorities

Keywords: budget system; budget process; indicators of budget security; threats; national interests; directions of
improvement

INTRODUCTION

Budget security is a critical component of the economic
and financial security of the state. It is defined as the abil-
ity of a country to effectively manage financial resources
and ensure the stability of the financial system in the face
of external and internal challenges. The budget system is
the main instrument for accumulating and distributing the
state’s financial resources. Therefore, its state, problems,

ways to overcome them, and development prospects should
be subject to constant analysis.

As of 2023, there is no single generally accepted defi-
nition of budget security; it is multifaceted and combines
political and economic components, and the essence of
this concept has changed depending on the tasks, internal
and external threats. In economics, this term is considered
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both as a system of legal and organisational relations and
as an indicator of the effectiveness of the state budget pol-
icy (Lysiak & Zhuravel, 2018). Due to the dual nature of
the essence of budget security, scholars interpret this term
differently. Scientist Z. Varnalii (2020) understands budget
security as the state of ensuring the financial solvency of the
state, taking into account the balance of revenues and ex-
penditures of the state and local budgets and the efficiency
of the use of budget funds, which allows the relevant insti-
tutions to perform their functions as efficiently as possible.

O. Bogma (2016) believes that budget security is an im-
portant element of the state budget policy, which is aimed at
ensuring solvency and guaranteeing the financial stability
of public finances, supporting the welfare of society, and ef-
fective management carried out by state authorities within
their powers. The main goal in the field of budget security
should be to ensure the sustainable development of the state
budget system in the direction of accumulating financial
resources for economic development and counteracting the
potential negative effects of external and internal risks and
threats. Ukraine’s economy is highly sensitive to destabilis-
ing factors — threats to budgetary security - due to limited
financial resources and the inability to ensure a stable re-
production process. In turn, threats to budget security are
conditions and factors that can lead to deformation of the
budget system, disrupting its financial stability and solvency.

T. Bondaruk et al. (2020) carried out a systematic anal-
ysis of the key threats to the state’s budget security, includ-
ing a significant redistribution of gross domestic product
(GDP) through the budget system, an increase in the total
amount of public and publicly guaranteed debt of Ukraine,
an increase in payments for its servicing and repayment, a
high permanent deficit in the state budget, and a high level
of centralisation of budget funds. The authors believe that
Ukraine’s budget system was formed under the influence of
destructive external and internal risks, which exacerbated
the issue of budget security.

Scientists N. Fatiukha & V. Manukovska (2021) be-
lieve that the country’s financial security has internal and
external aspects. The external aspects of financial security
include the independence of the national financial system
from the influence of international financial institutions
and transnational capital, as well as the preservation of the
country’s financial sovereignty. However, in today’s envi-
ronment, absolute financial independence of the country is
becoming impossible due to the processes of financial glo-
balisation, which are gaining in importance and impact on
the financial security of Ukraine every year. These trends
make it necessary to consider financial security issues in
the context of international relations, as they go beyond
national borders. Ensuring the optimal level of budgetary
security of the state remains a subject of scientific interest.
In particular, O. Dakhnova & T. Gorodetska (2018) as-
sessed the state of budget security indicators of Ukraine in
the context of hybrid warfare, identified threats to budget
security and provided proposals for stabilising the public
finance system in the current environment.

T. Koliada & M. Guz (2019) assessed the impact of the
budget deficit on the financial security of the state by mon-
itoring the indicators of budget security of Ukraine and de-
veloped proposals for stabilising the public finance system.
Based on the analysis of budget security indicators, the au-
thors concluded that the main measures in this direction
should be aimed at stabilising the economic situation by op-
timising the structure of budget expenditures, reducing the
amount of public debt and its servicing costs. On the other
hand, an increase in the budget deficit contributes to the
growth of public debt by attracting loans to cover the deficit
and repay previous debts, which creates a debt spiral. Min-
imising budgetary risks will depend on the mechanisms for
responding to internal and external challenges and threats
that are present not only in the fiscal sphere, but also in
the area of socio-political transformations in the country.

N. Shykina & G. Kotsiurubenko (2020) believe that the
state budget deficit is a key indicator of Ukraine’s budget
security and the basis for the formation of the protection
of Ukraine’s national interests and the sustainable devel-
opment of the national economy. The authors believe that
the total set of all threats to Ukraine’s national security, re-
gardless of their nature (hidden, overt, potential, direct and
indirect), is clearly reflected in the analysis of the state of
public finances in general and the dynamics of changes in
the state budget deficit as a percentage of GDP.

The purpose of this study was to highlight the theoreti-
cal and practical features of Ukraine’s budget security, based
on the principles of functioning of the budget system in the
context of a large-scale war. To achieve this goal, the fol-
lowing tasks have been identified in this paper: to highlight
the theoretical foundations of the functioning of Ukraine’s
budget security, to analyse budget security indicators and
to identify threats, peculiarities of ensuring Ukraine’s
budget security in the context of war, and to formulate
ways to improve the system of ensuring budget security.

MATERIALS AND METHODS

To achieve the goal of considering the process of formation
and functioning of the budget security of Ukraine, various
empirical, complex and theoretical methods and approach-
es were used, in particular: historical, analytical - to analyse
budget security indicators; systemic and structural meth-
ods - to study trends in the budget system; the method of
statistical comparisons — to study post-war reconstruction
strategies in different countries. The information base of
the research work consists of legislative and regulatory
acts, as well as statistical and analytical materials related to
the budget security of Ukraine (Law of Ukraine No. 2469-
VIII, 2018; National Ministry of Finance of Ukraine, n.d.;
Bank of Ukraine, n.d.). According to the Order of the Min-
istry... (2013), the state of budget security is assessed by
four main indicators:

1. The ratio of the state budget deficit/surplus to the
gross domestic product is an indicator of type A. This indi-
cator allows assessing budgetary and macroeconomic risks
in general, and also makes it possible to analyse the impact
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of the state’s fiscal policy on the state of the financial sys-
tem, the balance of payments, and domestic demand.

2. The next indicator is the share of the deficit of budg-
etary and extra-budgetary funds of the general government
sector in GDP, which is calculated according to the Interna-
tional Monetary Fund (IMF) methodology. This key indi-
cator is a generally accepted criterion for countries consid-
ering a loan from this international financial organisation,
and for Ukraine - a lender of last resort in times of war.

3. The level of redistribution of GDP through the con-
solidated budget, which reflects the amount of financial
resources of the state that are redistributed through the sys-
tem of public finance, indicates the level of centralisation of
the state’s financial system.

4. The ratio of total public debt service and repayment
payments to state budget revenues is an indicator that de-
termines the greatest budgetary threat. This indicator is
calculated as the ratio of total public debt service and re-
payment payments to state budget revenues, according to
the IMF methodology.

RESULTS
The state is the main regulator of political, economic and
social development of the population. To ensure this, it is
important to have a system of economic security that is the
foundation for national security. One of the main mecha-
nisms affecting the functioning of economic security is its
financial component, and in turn, one of the most important

levers in its structure is the country’s budgetary security.

The financial security of the state is based on budg-
etary security, which is a key factor in the formation and
functioning of the budgetary system of Ukraine, and is a
criterion for the effectiveness of its fiscal policy and the
organisation of the budget process. Budgetary security is
a condition that ensures the solvency of the state through
balanced revenues and expenditures of the state and local
budgets, as well as efficient use of budget funds.

In order to better understand the state of budget se-
curity of Ukraine as of 2023, it is proposed to analyse the
dynamics of all key indicators and compare them. The level
of the budget deficit is considered to be one of the key in-
dicators of the state’s budgetary sustainability. In a situa-
tion where the actual budget deficit exceeds the planned
one, there is a serious threat to the country’s budget secu-
rity. This indicator assesses the financial state of the state
and determines the impact of fiscal policy on the balance
of payments, the level of domestic demand and the overall
state of the monetary system.

Analysing the ratio of the state budget deficit/surplus
to GDP, it should be noted that until 2020, this indicator
remained within the normal range, namely less than 3%
(Ministry of Finance of Ukraine, n.d.). However, in 2020
and 2022, this ratio increased significantly to 5.18 and
17.62%, respectively, which is significantly higher than the
established norm. The reason for this increase was a signif-
icant budget deficit (Table 1).

Table 1. State budget deficit/surplus to GDP ratio, %

Year | State budget deficit, UAH million | GDP, UAH million | Indicator, % of GDP | Threshold value Indicator status
2019 -78,049.5 3,974,564 -1.96 Optimal
2020 -217,096.1 4,194,102 -5.18 Unsatisfactory
2021 -197,937.4 5,459,574 -3.63 3% Unsatisfactory
2022 -914,701.7 5,191,028 -17.62 Unsatisfactory
2023 .

-1,333,110.7 5,459,623 -24.42 Unsatisfactory
(plan)

Source: compiled by the authors based on State Statistics Service of Ukraine (n.d.) and Ministry of Finance of Ukraine (n.d.)

The change in the ratio of the state budget deficit/sur-
plus to GDP indicates the successful results of managing
the budget deficit through fiscal consolidation measures in
2021. These measures were a response to the escalation of
problems in 2020, during the COVID-19 crisis, when the
deficit imbalance grew to dangerous levels. This required
measures to overcome this situation, including the creation
of an optimal structure of budget expenditures and the de-
velopment of an effective system of control over the rational
use of budget funds (Law of Ukraine No. 2469-VIII, 2018).

However, in 2022-2023, the situation deteriorated
again due to the large-scale war in Ukraine, high risks
of an increase in the volume of external public debt, an
inconsistent strategy for refinancing previous debts in
budget periods, and significant pressure from debt obli-
gations on the financial stability of the state. The value of

the indicator that reflects the ratio of the deficit/surplus
of budgetary and extra-budgetary funds of the general
government sector to GDP has long remained in the dan-
ger zone, and the main reason was the need for financial
support for extra-budgetary funds (Ministry of Finance of
Ukraine, n.d.). In particular, it is important to note that
the chronic deficit of the Pension Fund of Ukraine was
covered by the State Budget, and this indicator tends to
grow annually (Table 2). The financial burden of pension
payments on the state budget is quite significant. Subsidies
to the budget of the Pension Fund of Ukraine at the ex-
pense of the State Budget lead to the necessary reduction
of expenditures on other programmes, such as economic,
social, cultural, innovative development, etc. Thus, the na-
tional pension system is one of the key factors leading to
the fiscal vulnerability of the economy.
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Table 2. Deficit/surplus of budgetary and extra-budgetary funds of the general government sector, % of GDP

Year O B | o' | GDE, UAH million | Indicator, % of GDP | Threshold value
2018 -75,118.8 -67,788.5 3,558,706.0 -0.21
2019 -84,515.9 -84,316.4 3,974,564.0 -0.005
2020 23,7062 -223,944.3 4,194,102.0 -0.31 from -2 to 0%
2021 -138,837.2 -186,908.3 5,459,574.0 0.88
2022 -802,408.7 -844,827.9 5,191,028.0 0.82

Source: compiled by the authors based on Ministry of Finance of Ukraine (n.d.) and National Bank of Ukraine (n.d.)

The level of GDP redistribution through the budget
indicates the level of centralisation of the country’s finan-
cial system and reflects the amount of financial resourc-
es that the state redistributes through the public finance

system. At the same time, the amount of GDP redistri-
bution through the consolidated budget is an important
factor that affects the pace of economic development of
the country (Table 3).

Table 3. The level of GDP redistribution through the consolidated budget, %

Year Budget revenues, UAH million GDP, UAH million Indicator, % Threshold value
2019 1,289,779.8 3,974,564.0 32.45
2020 1,376,661.6 4,194,102.0 32.82
2021 1,662,242.7 5,459,574.0 30.45 25-28%
2022 2,196,273.3 5,191,028.0 42.31

2023 (plan) 3,104,306.6 5,459,623.0 56.86

Source: compiled by the authors based on State Statistics Service of Ukraine (n.d.) and Ministry of Finance of Ukraine (n.d.)

In 2019-2021, this indicator was on the verge of enter-
ing the danger zone, but in 2022 and 2023, it saw a sharp
increase due to the large-scale war, which also indicates
the existence of serious problems in the fiscal sphere that
have accumulated over many years and are systemic. All
of this leads to a decrease in the effectiveness of the tax
system’s incentive and social role, and exacerbates prob-
lems in customs and tax administration. The ratio of to-
tal public debt service and repayment payments to state
budget revenues is an indicator that identifies the most

significant budgetary threat (Table 4). A sharp increase
in the budget deficit, inflationary trends, the loss of the
hryvnia’s value, and limited access to low-cost financial
resources on the financial markets have led to an increase
in public debt service costs. Analysing this indicator in
comparison with the previous indicators of the state of
budget security, it can be determined that it poses the
greatest threat to the state’s budget security. This, in turn,
has a negative impact on the overall state of the country’s
financial security (Fig. 1).

Table 4. Ratio of total payments on public debt servicing and repayment to state budget revenues, %

Year Public debt service, UAH Public debt repayment, State budget revenues, Indicator, % Threshold
million UAH million UAH million ’ value
2018 115,431.2 234,467.8 928,108.3 37.7
2019 120,392.3 345,212.6 998,278.9 46.6
2020 141,473.1 282,136.9 1,076,016.7 39.4
2021 149,065.7 394,038.8 1,296,852.9 41.9 6-20%
2022 156,845.3 449,726.4 1,787,395.6 33.9
2023 (plan) 220,573.2 393,945.6 2,671,998.0 23.0

Source: compiled by the authors based on Ministry of Finance of Ukraine (n.d.) and National Bank of Ukraine (n.d.)

Indicator, %

50.0
40.0
30.0
20.0
10.0

0.0

2018

2019

2020

Figure 1. Dynamics of the indicator of the ratio of total public debt service
and repayment payments to state budget revenues
Source: compiled by the authors based on Ministry of Finance of Ukraine (n.d.) and National Bank of Ukraine (n.d.)
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It should be noted that the issue of repayment of the
country’s public debt, which is growing rapidly, especial-
ly in view of the current situation in 2023 caused by the
coronavirus pandemic and the large-scale war, which has a
negative impact on all sectors of the economy and exacer-
bates the crisis, requires special attention. In 2021-2023, the
gap between public borrowing and public debt repayments
is growing steadily. Thus, in the future, the debt burden on
the state budget of Ukraine will increase further and will
have a negative impact on the debt, budgetary and, ac-
cordingly, financial security of the country as a whole. At
the same time, it is impossible to completely get rid of all
threats and risks in the context of economic instability, so it
can be said that budget security is a state that is almost im-
possible to achieve in the face of new challenges. However,
it is necessary to try to avoid the presence of factors and
threats in the budget system that may lead to the danger of
the budgetary situation (Tsyhanenko et al., 2023).

According to budget security assessments, the main
difficulties in 2024 will be concentrated primarily in the ar-
eas of public debt management, the operation of oft-budget
funds of the public administration sector, and budget defi-
cit management. This will require improving both the tools
for generating budget revenues and the mechanisms for
managing budget funds (Piddubniy, 2022).

The events of 2000-2023 in politics and the economy
were destructive factors that undermined the stability of
Ukraine’s economy in general and the country’s financial
system in particular. Since the budget system reflects the so-
cio-economic processes in the country in peacetime, its in-
dicators are highly volatile and unpredictable. This requires
new approaches to analysing the state and development of
the budget system, taking into account qualitatively different
levers of influence on the state of budget security. Therefore,
in order to ensure the effective functioning of the budgetary
sphere and to take into account the urgent needs of residents
of territorial communities during martial law, the Office of
the President of Ukraine, the Government, the Verkhovna
Rada of Ukraine, the National Security Council and other
central executive authorities make a number of prompt, quick
and effective decisions (Overview of instruments..., 2023).

Since the beginning of the full-scale war, the Gov-
ernment of Ukraine has been investing huge resources in
military operations against the aggressor and financing the
country’s socio-economic needs. Since February 2022, state
budget expenditures and the budget deficit have reflected
an increase in the share of funds allocated to military needs
and a reorientation of funding primarily towards military
purposes.

Since 2022, the following trends have emerged in
Ukraine’s public finances:

¢ a significant increase in total state budget expendi-
tures (41.5% real growth) and the share of funding from the
security and defence sector budget;

¢ a nominal decrease in budget revenues due to the
narrowing of economic activity and the provision of tax
benefits to Ukrainian businesses;

¢ active attraction of government loans and growth of
public debt to compensate for the loss of tax revenues due
to increased public spending;

¢ providing grants and loans from external official
creditors as a form of solidarity with Ukraine by the world’s
leading countries;

¢ termination of access to external private sources of
government funding for an indefinite period;

¢ issuance of domestic military bonds and attraction
of resources of the National Bank of Ukraine to financially
support the desired volume of bonds, while participation of
private investors is weak.

Due to certain objective circumstances, tax revenues
to the state and local budgets, on the one hand, have sig-
nificantly decreased as a result of the cessation of economic
activity of business entities in Ukraine due to military oper-
ations and destruction, and on the other hand, the costs of
the war, including expenditures from the state budget, have
increased significantly (Ministry of Finance of Ukraine,
n.d.). Issuance of government securities (GS) is an impor-
tant element of the state’s financial activity, which allows
timely coverage of the state budget deficit and fulfilment
of the main goals and objectives of the state military or so-
cio-economic policy.

One of the most efficient and effective ways to raise
funds to ensure the implementation of priority expendi-
tures of the state budget of Ukraine under martial law is to
purchase military bonds. The decision to issue these bonds
was made by the Cabinet of Ministers of Ukraine on 25
February 2022. In March 2022, auctions for the sale of mil-
itary bonds began. They are a type of domestic government
loan bonds (OVDPs), which are targeted debt securities
issued by the state represented by the Ministry of Finance
of Ukraine, an investment instrument to support the state
budget available to citizens, businesses and foreign inves-
tors, aimed at servicing the needs of the Armed Forces of
Ukraine and the state during wartime. Military bonds are
available for purchase in UAH, USD and EUR. One of their
advantages is that the interest income is tax-free, i.e. not
subject to income tax and military duty. Every Tuesday, the
Ministry of Finance holds auctions for the sale of military
bonds. Thus, amidst the war and Ukraines credit rating
downgrade, the activation of the domestic debt securities
market remains a priority. As a result, the National Bank
of Ukraine purchased UAH 225 billion worth of military
bonds from the government in 2022, including UAH 20
billion in March, UAH 20 billion in April, and 4 purchas-
es of UAH 50 billion in each month. In June, the volume
of emission financing of the budget deficit increased to
UAH 105 billion (Zanuda, 2022). The increase was driv-
en by irregular and slow international aid inflows in May
and early June, as well as weak government engagement.
Domestic debt markets were affected by the reluctance to
raise hryvnia government bond yields to market levels.
In particular, on 23 June 2022, at regular meetings of the
Financial Stability Council, which are dedicated to analys-
ing the current situation with state budget financing and
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identifying systemic risks to financial stability caused by
financing the state budget deficit, the National Bank of
Ukraine applied key areas of action aimed at narrowing the
state budget deficit and reducing the volume of its mone-
tary financing (National Bank of Ukraine, 2022).

The Verkhovna Rada of Ukraine also adopted Law
of Ukraine No. 2390-IX (2022). It allows local govern-
ments, regional state authorities, and military-civilian
authorities to make expenditures that are not included in
the respective local budgets during martial law to ensure
national security and territorial defence measures, sup-
port local infrastructure, and social protection of citizens
under martial law. These expenditures are made through
interbudgetary transfers from the respective local budget.
As for the reforms outlined in the Ministry of Finance of
Ukraine (2023), the main variable aspects will be meas-
ures to reform tax policy and tax administration. Among
them, there are two key reforms that focus on data security
and access to information on the volume and turnover of
taxpayers’ funds in their bank accounts and tax risk man-
agement. In addition, in 2023-2030, it is planned to ensure
the prevention and elimination of corruption risks in the
activities of the State Tax Service.

To ensure Ukraine’s rapid recovery after the end or
termination of martial law, as well as to ensure econom-
ic growth in the medium term and the implementation of
its European course, the country should take a number of
measures. Among them, a prudent fiscal and budgetary
policy, increased cost efficiency, optimisation of tax and
customs administration, and improvement of the tax and
benefit structure are important. According to the Ministry
of Finance of Ukraine (2023), the key areas are the devel-
opment of partnerships between business and the state, and
the improvement of the investment climate, taking into ac-

count the social and environmental dimensions. Restoring
taxpayers’ trust in the regulatory authorities is crucial. This
will require the introduction of transparent and fair control
mechanisms, as well as a constructive dialogue between the
public sector and the business community.

It has been established that during the period of martial
law, namely since 2022, the Ukrainian government has ap-
proved more than 160 amendments to the Budget and Tax
Codes (Dzhyhora, 2022). These changes simplify budgetary
procedures at the state and local levels to ensure the func-
tioning of the budgetary component, to ensure that budget
security and the vital needs of the population are met at
the proper level during the martial law period. In terms of
financial market development, regulation, supervision, and
financial planning are possible, including strengthening
the regulation and supervision of the financial market to
ensure its stability and reliability, and introducing effective
financial planning and risk management tools (Ovsian-
nikov, 2017). Following the example of the Korean recon-
struction, international cooperation, attracting financial
support, and participation in international programmes
in general are important. This component involves seeking
opportunities to attract international financial support and
technical assistance. Active participation in international
programmes and initiatives to ensure financial stability.

Importantly, considerable attention should be paid to
effective public debt management. A debt strategy can be
developed, which provides for a clear strategy for managing
public debt to reduce risks and optimise costs. At the same
time, another area worth highlighting is rational refinanc-
ing, i.e. optimising the structure of debt obligations and ra-
tional refinancing to reduce the volume of payments (Var-
nalii, 2020). Proposed areas for strengthening the budget
system are shown in Table 5.

Table 5. Areas of strengthening the budget system and ways to apply them

Fiscal discipline
and optimising budget expenditures.

Expenditure control, i.e. the introduction of strict monitoring and analysis of all budget expenditures to
identify effective and ineffective ones. Effective financial planning: developing mechanisms for planning

Reform of the tax system

Tax reform, including the introduction of new policies to increase tax revenues and reduce tax exemptions.
Fighting tax evasion — improving mechanisms to prevent and stop tax fraud.

Stimulating economic
growth

Investment projects, including the implementation of large projects to boost economic development
and create new jobs. Innovation policy: support for innovation and the development of technological
industries to ensure sustainable economic growth.

Fighting corruption

Anti-corruption measures, i.e. the implementation and strengthening of these measures in the area of
financial management and public procurement. Openness and transparency: ensuring these components
in financial processes to avoid corrupt practices.

Source: compiled by the authors based on Order of the Ministry... (2013) and Ministry of Finance of Ukraine (2023)

In the context of improving public finances, including
the budget system, it is important to pay attention to the de-
velopment of digitalisation. This approach is based on the
idea that the introduction of transparent digital solutions
can reduce the risks of corruption in the long run, and the
use of innovative technologies becomes a powerful tool for
maximising benefits in the face of limited resources. Dig-
italisation should cover several key areas simultaneously.

The use of digitalisation in the government and public
sectors contributes to Ukraine’s reputation on the global
stage and improves its position in international rankings.
This process also improves the quality of public services,
simplifies and increases the efficiency of processes, creates
a favourable infrastructure, and contributes to macroeco-
nomic stability (Bui & Kovalchuk, 2020). The development
of the IT sector affects export capacity in the service sector,

University Economic Bulletin | Vol. 18, No. 4



Budgetary security of Ukraine...

creates additional employment opportunities, and is one of
the key strategic competitive advantages of the economy
(Bril & Pyvavar, 2022).

The entire Ukrainian economy, including the budget-
ary system, has been severely affected by the military events
and has undergone significant disruptive changes. It will be
possible to overcome the negative consequences only after
the end of hostilities. However, it is already important to
develop a strategy for further development after the war.
This strategy should define goals and measures, calculate
resources and sources of their financing, and create pre-
conditions for Ukraine’s rapid recovery, namely, the devel-
opment of a transparent, modern and sustainable budget
system supported by qualified professionals.

Thus, state and local budget expenditures in wartime
should be primarily aimed at financing defence and ensur-
ing the security of the state. During the wartime period,
the emphasis is on reimbursement of expenses related to
the conduct of hostilities. However, after the end of the
war, budget expenditures will be redistributed to other ar-
eas, such as infrastructure, energy, the military-industrial
complex, information technology and other competitive
and innovative industries. Financing to support small and
medium-sized businesses is also important.

DISCUSSION

Public finances characterise the financial activities of the
state, and in order to perform its functions, the state must
have sufficient financial resources obtained through the
formation and use of a centralised fund of funds - the state
budget. The state budget is a key element of public finance,
a complex and multifaceted phenomenon in society. At the
same time, in order to overcome any threats and strengthen
Ukraine’s budget security, it is necessary to focus on ensur-
ing the socio-economic and financial development of the
state (Borynets et al., 2018).

The use of the indicator approach to assessing the level
of budget security in peacetime is not new in the scientif-
ic literature and this approach is actively used by scholars
(Dakhnova & Gorodetska, 2018). The Methodological
Recommendations for Assessing the Level of Economic
Security of Ukraine define and define the components of
financial security — budgetary, debt, monetary, currency,
banking and non-banking financial sector security. How-
ever, the most important component is budgetary security,
which is defined as a state of affairs that ensures the solven-
cy and financial stability of public finances and allows pub-
lic authorities to perform their tasks as efficiently as possi-
ble (Zakhozhai et al., 2023). The analysis of the indicators
shows a complex downward trend caused by a number of
macroeconomic factors with their cumulative effect due to
the financial crisis, the coronavirus crisis, and the hybrid
and large-scale war in Ukraine.

In the context of a large-scale war, the problems of
public finance management are particularly acute due to
the identification of new real and potential threats to the
budget system of Ukraine. Budgetary security depends on

the availability of financial resources to ensure priority fi-
nancing of the defence industry, and the ability of regions
and enterprises to receive and allocate financial resources
to defend the country. Therefore, military spending has
broad security implications and long-term developmental
consequences (Nate et al., 2023).

With the outbreak of a full-scale war and the introduc-
tion of martial law, budget policy changed, almost all finan-
cial security indicators went far beyond acceptable limits,
key macroeconomic indicators declined, and the state’s
ability to fill the state budget significantly decreased. At the
same time, there was a need to sharply increase funding
for national security and defence — more than 50% of state
budget expenditures in 2023. The political imbalance in
the financial sector forced the continued use of debt cap-
ital, which eventually led to a number of threats and risks
(Stetsenko et al., 2023). The large-scale war has fundamen-
tally changed the financial system, caused a critical deteri-
oration in Ukraine’s budget security, reduced the tax base
for filling budgets at all levels, and increased dependence
on external financing of growing military spending. There-
fore, the search for sources of funding and determination
of their use is the basis for ensuring sovereignty, territorial
integrity and defence capability in wartime and for the de-
velopment of production and sustainable development of
the country in peacetime.

The study of budgetary security, which is related to
vulnerability to political and economic risks, should be
continued in the direction of not only reviewing the spe-
cifics of its provision in the context of war and post-war
recovery, but also the existing indicators of financial se-
curity, which have gone far beyond financial policy and
relate to all areas of national security. The government
is actively attracting new loans from the IMF as a lender
of last resort, both resident and non-resident. However,
the constant attraction of large-scale loans threatens the
country’s debt security and increases the burden on the
economy for future external debt servicing and repay-
ment. Therefore, government securities and their new
type (military bonds) are the only means at the dispos-
al of the authorities to ensure Ukraine’s debt security in
the context of a large-scale war. A full-fledged and liquid
domestic market for government securities will reduce
the cost of government borrowing and reduce the risk of
default, as the war has reversed the positive trend of re-
ducing the share of public debt in GDP and forced a shift
away from the strategy of strengthening debt security, and
the growth of public debt during martial law is a forced
phenomenon. Ensuring the financial security of the state
in wartime requires a more thorough definition of the
legal framework for the stable functioning of the budget
system, although it is difficult to predict the future state
of budget security in such circumstances. Further steps
to strengthen the budget security of Ukraine should be
based on the European principles of public administra-
tion - transparency, accountability, efficiency, continuous
monitoring and control.
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CONCLUSIONS

As a result of the study of theoretical and practical issues
of ensuring the budget security of Ukraine and improving
its functioning, the following conclusions have been drawn.
Having analysed the main indicators of budget security; it
is observed that the budget system is in a crisis state. Giv-
en that budgetary security is a fundamental element of
the overall state security system, the inability to overcome
crisis situations negatively affects the functioning of the
system of ensuring the national security of the state. The
crisis phenomena of 2022 had a significant impact on key
macroeconomic indicators, and the deficit of the general
government sector is of particular concern. This calls for
immediate measures to stabilise the financial system and
develop an effective concept of budget security in order to
eliminate the state budget deficit.

The government should focus on several key tasks, in-
cluding the importance of regulating the volume of public
spending, establishing new clear, flexible and transparent
fiscal rules at the legislative level, and modernising the
methodology for assessing the level of budget security. Im-
plementation of these measures will lead to a reduction in
public debt and an increase in the efficiency of budget pol-
icy. This, in turn, will have a positive impact on both the

effectively in the globalised world. In order to overcome
possible threats and increase the level of budgetary stability
of Ukraine, it is important that the state budget strategy is
aimed at promoting the socio-economic and financial de-
velopment of the country.

Thus, due to the ongoing large-scale war with significant
destruction and tangible losses in the economy and budget
system, Ukraine is in a difficult financial situation. Over-
coming the negative consequences of the war will be possi-
ble only after the end of hostilities. However, the government
needs to develop a post-war development strategy that will
define goals and measures, calculate resources and sources
of their receipt. A sustainable budget policy promotes effi-
cient resource management and stimulates economic de-
velopment. Investments in key industries, support for small
and medium-sized businesses and innovation will help
strengthen the country’s economy. Budgetary security is im-
portant for resisting external challenges, such as economic
sanctions, trade conflicts and other economic pressures. At
the same time, it is important to create the preconditions for
a quick recovery, including a transparent, modern and sus-
tainable budget system supported by qualified professionals.
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