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Abstract. The ongoing war in Ukraine poses significant challenges to the country’s economy and environmental
sustainability, and the use of green finance can be a key tool for post-war economic recovery and sustainable development
by attracting resources for environmentally friendly and innovative projects. The purpose of the article was to study the
potential of green finance and analyse the possibilities of implementing this tool to support the country’s economic and
environmental sustainability in the post-war period. The study used empirical, analytical, and systematic methods to
assess the impact of green finance on economic growth, reducing environmental impacts, and improving the quality of life
of citizens. Overall, the study results demonstrated the high potential of green finance for Ukraines future development.
The article analysed the policy framework and international commitments that could serve as a basis for green finance
policy in Ukraine. The study examined the dynamics of green finance in the world over the past 16 years, which showed
a steady increase in interest in environmentally sustainable investments. Recommendations for the development of green
finance were proposed, including the introduction of mechanisms to attract investment in sustainable environmental
projects, support sustainable growth, and modernise sectors of the economy that are critical to the country’s post-war
recovery. The main conclusion is the need to integrate environmentally friendly and innovative projects into infrastructure
reconstruction, which will help ensure sustainable economic development and reduce environmental risks. International
financial instruments and commitments that help attract investment in green projects play an important role in this process.
The scientific results obtained in the course of this study can contribute to solving the current problems of integrating green
finance into Ukraine’s sustainable development and recovery strategies, and can be used by government agencies to develop
effective mechanisms for financing environmentally sustainable initiatives in the post-war period

Keywords: green finance; green investments; climate change; green bonds; environment; sustainable development goals;
post-war reconstruction

INTRODUCTION
In a globally competitive environment, economic growth  particular relevance for Ukraine due to the consequences of
has led to significant environmental risks, which are of the war and its devastating impact on the environment. The
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climate crisis and the need to address it have become global
issues that require quick and effective solutions. One of the
main ways to overcome these challenges is through a decar-
bonisation strategy, which involves reducing greenhouse
gas emissions. At the same time, the transition to a ‘decar-
bonised’ economy requires significant financing, which will
be quite a challenge for Ukraine in the context of post-war
recovery. In this context, green finance can become an im-
portant tool for attracting the financial resources necessary
for the country’s environmentally sustainable development
and restoration of its ecosystem. The relevance of the study
is driven by the need to develop effective mechanisms for
using green finance to achieve sustainable development in
Ukraine, especially during the post-war recovery period,
when it is important to balance economic recovery with
environmental sustainability. Therefore, studying the op-
portunities and obstacles to attracting green finance to the
post-war recovery is critical to ensuring the sustainability
of the country’s economy and ecosystem in the future.

As of 2024, there was no single generally accepted defi-
nition of green finance; the concept is multifaceted and
encompasses both environmental and economic aspects.
In economics, the term is seen as the accumulation of fi-
nancial resources to address climate and environmental is-
sues, on the one hand, and to improve the management of
financial risks related to climate and the environment, on
the other (Solodovnik, 2023). Due to the multifaceted na-
ture of the concept of green finance, there are different ap-
proaches to the interpretation of this term among scholars.
M. Karlin & O. Ivashko (2020) understand green finance as
financial relations, entities and financial measures that en-
sure the conditions for sustainable development and are an
important element of financial and economic regulation of
environmental management at all levels. A. Dubko (2022)
believes that green finance is a set of economic relations for
the accumulation and use of funds for the implementation
of environmental projects and other programmes aimed
at reducing harmful environmental impact and minimis-
ing negative environmental consequences. Scientists B.
Lutsiv et al. (2023) explain the essence of green finance
in a narrow sense as the implementation of environmen-
tally friendly investments and low-carbon technologies,
projects, and industries based on appropriate tools and
products that take into account environmental factors in
making decisions on loans and risk management. Ukraine’s
economy is particularly vulnerable to environmental and
economiic risks, given the effects of the war and the decline
in natural resources. This calls for the effective implemen-
tation of green finance mechanisms that can support the
country’s post-war recovery, contributing to both environ-
mental sustainability and economic growth.

A green financial strategy is important for maintaining
financial sustainability and sustainable development, par-
ticularly in the context of post-war infrastructure and in-
dustrial recovery. O. Cheberyako et al. (2021) analysed the
key aspects of green finance development in Ukraine as a
tool for social and environmental security. Among the main

tasks in this area, the authors identify strengthening coop-
eration with foreign companies and international financial
institutions to attract financial resources for sustainable
development. In addition, important steps include consul-
tations with banking institutions, institutional investors,
and national regulators to develop effective mechanisms to
support environmental initiatives and investments in green
projects. The authors emphasise that the implementation
of these strategies will not only strengthen environmental
security at the national level, but also ensure the stability of
the social and economic situation in Ukraine in the face of
global challenges.

According to research by N. Reznikova (2021), the suc-
cessful implementation of environmental projects aimed
at sustainable development in Ukraine requires close co-
operation between public authorities and private entities.
This is important given the amount of investment required
to implement environmentally friendly technologies and
projects. Cooperation between national governments and
the private sector can provide the necessary funding and
contribute to the development of infrastructure that meets
sustainable development standards.

According to N. Ivanova & S. Kononenko (2023),
Ukraine has significant potential for a green energy transi-
tion, especially in the context of adaptation to new climate
conditions and climate policy change. The key to unlock-
ing this potential is the development of renewable energy
sources, in particular solar and wind power, as well as im-
proved energy efficiency in the industrial and residential
sectors. Thanks to its natural resources and technological
progress, Ukraine has the opportunity not only to reduce
its dependence on fossil fuels, but also to become a regional
leader in green energy.

The strategy of economic recovery based on the prin-
ciples of sustainable development will allow Ukraine not
only to integrate into new industrial processes of the Eu-
ropean Union, but also to increase its competitiveness in
the global market. The implementation of this strategy
envisages the introduction of an “industrial visa-free re-
gime”, which opens up new opportunities for Ukrainian
industries by facilitating access to EU public procurement,
as well as receiving financial and technical support from
the European Union in the area of climate change adapta-
tion. However, in order to successfully implement recovery
strategies and transition to green initiatives, it is necessary
to take into account the obstacles faced by companies and
projects. L. Donchak & D. Shkvarchuk (2024) find that the
high costs of implementing green technologies can be a
serious financial obstacle for many Ukrainian enterprises.
This makes it difficult to attract the necessary financing,
as many enterprises are not ready for large upfront costs.
Another major challenge is the unstable political and legal
environment in Ukraine. Changes in legislation and policy
can significantly affect the effectiveness of green financial
instruments, creating additional uncertainty for investors
and borrowers, which reduces their level of trust and en-
couragement to invest in green projects.
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The purpose of the article was to explore the potential
impact of green finance on the post-war economic recov-
ery of Ukraine, in particular through the implementation
of initiatives in the field of ecology, energy efficiency, and
sustainable development. To achieve this goal, this paper
set out the following objectives: to highlight the theoretical
foundations of green finance as a tool for sustainable de-
velopment, to consider the prerequisites and international
initiatives that contributed to their emergence, to analyse
the current state of green finance in Ukraine, and to formu-
late the prospects for green finance in Ukraine as a tool for
post-war recovery.

MATERIALS AND METHODS

To achieve the goal of considering green finance as a tool
for the post-war recovery of Ukraine, general scientific and
special scientific methods and approaches were used. The
prerequisites for the emergence of green finance, which
became the basis for the development of the green finance
concept, were studied using the chronological method. In
particular, the development of the green finance concept
from 1972 to 2019 was analysed in dynamics. A critical re-
view of scientific literature sources made it possible to de-
termine the economic essence of the term ‘green finance’

The historical method was used to clarify the essence
of the concept of “green finance” The grouping method was
used to classify green finance by economic sectors, and the
tabular method allowed to present key international events
and initiatives that became the basis for the formation of the
green finance concept. The tabular method was also used to
systematise information on the main programmes of inter-
national organisations that support the development of green
finance in Ukraine, their areas of activity and financial in-
struments that can be used in the post-war recovery process.

The graphical method made it possible to build a graph
of the dynamics of green finance in the world over a six-
teen-year period, as well as to analyse the rates of its growth
and increase, which made it possible to assess global trends
in the development of this area of financing. To study the
main trends in green finance, the article used the systemic
and structural methods, and to analyse strategies for their
implementation in different countries, the method of sta-
tistical comparisons was used. The structural-functional
approach has provided for the disclosure of the impact of
green finance on sustainable development. It was used to
model their potential contribution to the post-war recon-
struction of Ukraine, taking into account the principles
of sustainable development, with a special emphasis on
the implementation of green initiatives. The observation-
al method was used to analyse the environmental conse-
quences of military operations, which significantly affect
the implementation of the sustainable development mod-
el in Ukraine. Empirical methods were used to identify
the strategic goals of green financing in the context of the
country’s post-war recovery.

The information base of the study was based on scien-
tific articles by scholars from the UK, the US and Ukraine,

as well as publications and reports by international or-
ganisations for the period from 2009 to 2024. Key sources
include documents from the European Union, the World
Bank, the Organisation for Economic Co-operation and
Development (OECD), the United Nations (UN), and the
World Commission on Environment and Development
(WCED). In addition, materials from research institutions
and non-governmental environmental organisations, such
as the Centre for Climate and Energy Solutions (C2ES),
were used. The study also analysed programmes of inter-
national organisations operating in Ukraine, including
the EaP GREEN programme implemented by the Unit-
ed Nations Economic Commission for Europe, OECD,
UNEP and UNIDO; the EU-funded EU4Environment in-
itiative; the EBRD Green Cities programme; and the Nor-
way-Ukraine energy efficiency programme.

RESULTS

Amid global change, sustainable and responsible invest-
ment in the economy has become an integral part of de-
velopment. Green finance, which aims to finance environ-
mentally sustainable projects, is one of the key tools for
achieving sustainable development and combating climate
change. They contribute not only to environmental protec-
tion but also stimulate innovation in energy, transport and
other critical sectors of the economy. Therefore, it is im-
portant to continuously analyse the state of green finance,
its potential, challenges and opportunities to ensure a sus-
tainable future.

Green finance is aimed at achieving economic growth
while reducing environmental pollution in general, im-
proving waste management and the use of natural resourc-
es (OECD ilLibrary, n.d.). It can contribute to sustainable
development by improving countries’ regulatory frame-
works, aligning government financial incentives, increas-
ing investment in green projects across sectors, integrating
environmental principles into decision-making on financ-
ing government programmes in line with the Sustainable
Development Goals, financing sustainable use of natural
resources and the climate-oriented blue economy, and in-
creasing the use of green bonds. The goals of green finance
can be defined as specific areas or achievements that so-
ciety seeks to achieve: adaptation to climate change, con-
servation of natural resources, support for the transition to
renewable energy, reduction of greenhouse gas emissions,
creation of new green financial instruments, raising aware-
ness and attracting investors, support for green innovations
and technologies, etc.

The preconditions for the emergence of green finance
reflect key international events and initiatives that have be-
come the basis for the development of the green finance
concept. Starting with the Club of Rome, which in 1972
first drew attention to the limits of economic growth in the
face of limited natural resources, to modern initiatives such
as the European Green Deal, presented in 2019. The follow-
ing developments have formed the basis for the implemen-
tation of environmentally sustainable financial practices at
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the global level (Table 1). They have become the basis for a
taxonomy of green finance that plays a key role not only in

global policies but also in national strategies, including for
Ukraine in its post-war recovery.

Table 1. Prerequisites for the emergence of green finance

Prerequisite Event Year Description
o Report Presented by the Club of Awareness of the plal?ets limited resources agd the need
The “Limits . : . to preserve the environment has prompted investors
» Rome at an international meeting, 1972 .
to Growth’ and financial institutions to look for new,
New York : !
more sustainable investment models.
nd 3
“Brundtland” 42" session of the UN General The report became the basis for the formulation
Assembly, New York 1987 . ;
report « » of global sustainable development strategies.
Our Common Future
Acenda for the UN Conference on Environment It reflected a comprehensive approach to achieving
glst centur and Development (Earth Summit), 1992 sustainable development, combining economic,
Y Rio de Janeiro social and environmental aspects.
3 Conference on Climate Change It ha§ become the bas;s for the fie.v 'eIOP ment
Kyoto Protocol 1997 of financing for green projects and initiatives related
(COP3 - UNFCCC), Kyoto g 1 : :
to emissions reduction and climate change.
Millennium | 55" session of the UN General simed at comting poversy, hunger discuer e
Development Goals | Assembly / Millennium Summit, | 2000/2001 ng poverty, hunger, ¢ ’ ¥
environmental degradation
(MDGs) New York R .
and discrimination against women.
15" UN Climate Change _— .
. Copenhagen Conference (COP15 - UNFCCC), 2009 The conference highlighted the importance
climate conference of global efforts to combat climate change.
Copenhagen
Sustainable 69" session of the UN General
Assembly / UN Summit on The SDGs encourage the integration of environmental and
development goals . 2015 : . . -
(SDGs) Sustainable Development, social aspects into financial strategies.
New York
Paris climate 21% UN Climate Change Presentation of the European Commission’s strategy
aoreement Conference (COP21 - UNFCCCQC), 2015 for the development of the European continent,
& Paris European Parliament.
EU action plan Presentation ,Of th.e European The plan aims to mobilise finance for sustainable
' Commission’s action plan on . . .
for financing f - - 2018 economic growth by promoting environmentally
. nancing sustainable growth, .
sustainable growth . responsible investments.
European Parliament
E Present.atl.on’ of the European The EU strategy aimed at achieving climate neutrality
uropean Green Commission’s strategy for the L1 h .
2019 by 2050, which includes incentives
Deal development of the European . RS
. X for financing green initiatives.
continent, European Parliament

Source: developed by the authors based on data from The Limits to Growth (1972), Report of the World Commission... (1987), United
Nations Conference... (1992), Kyoto Protocol (1997), C2ES (2009), United Nations (n.d.), The Paris Agreement (2015)

According to the events and documents presented, it
can be concluded that green finance has developed in par-
allel with the awareness of global environmental problems
and the need for sustainable development. Thus, the pre-
conditions for the development of green finance have been
evolving over several decades, and have eventually resulted
in specific initiatives and policies aimed at achieving glob-
al sustainable development goals. They clearly reflect the
growing influence of environmental factors on economic
decisions, which has largely driven the development of sus-
tainable growth finance.

Addressing climate change and environmental protec-
tion requires significant investment, and experts estimate
that between USD 125 trillion and USD 275 trillion will
be needed to achieve net zero greenhouse gas emissions
by 2050 (Krishnan et al, 2022). In this regard, interna-
tional governments and investors are actively looking for
new ways to raise capital through green finance, which
should become the main mechanism for addressing global

environmental issues and achieving climate goals. Table 2
and Figure 1 show the volume of green finance in the world
over the past 16 years, as well as its growth and growth
rates, which allows us to assess the dynamics of green fi-
nance development at the global level.

The graph clearly demonstrates the rapid growth of
green finance in the world from 2009 to 2024, which indi-
cates a significant interest of investors in environmentally
friendly projects and a general trend towards more sustain-
able development models. This fact is confirmed by the ac-
tivities of companies such as Apple, General Motors, Meta,
and Google, which are actively investing in renewable ener-
gy sources. For example, as of February 2023, Amazon be-
came the largest buyer of renewable energy (24.8 GW), and
Microsoft signed a USD 10 billion agreement to purchase
10.5 GW of renewable energy for the period from 2026 to
2030 (Microsoft signs largest-ever corporate..., 2024). These
large investments highlight the importance of green finance
as a key tool for achieving sustainable development. More
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than 50 countries are actively using green finance in their  finance in the world, it is also important to analyse how it is
national economies. Given the steady involvement of green  distributed across different sectors of the economy (Fig. 2).

Table 2. Analysis of the volume of green finance in the world in 2009-2024, trillion US dollars

Year Volume Absolute growth Growth rate, % Growth rate, %
Basic Chain Basic Chain Basic Chain

2009 1.4 - - - - - -

2010 1.6 0.2 0.2 1.1 1.1 0.1 0.1
2011 14 0.0 -0.2 1.0 0.9 0.0 -0.1
2012 1.7 0.3 0.3 1.2 1.2 0.2 0.2
2013 2.0 0.6 0.3 14 1.2 0.4 0.2
2014 2.1 0.7 0.1 1.5 1.1 0.5 0.1
2015 2.2 0.8 0.1 1.6 1.0 0.6 0.0
2016 2.5 1.1 0.3 1.8 1.1 0.8 0.1
2017 3.3 1.9 0.8 2.4 1.3 14 0.3
2018 3.0 1.6 -0.3 2.1 0.9 1.1 -0.1
2019 4.1 2.7 1.1 2.9 1.4 1.9 0.4
2020 5.8 44 1.7 4.1 14 3.1 0.4
2021 7.2 5.8 14 5.1 1.2 4.1 0.2
2022 5.4 4.0 -1.8 3.9 0.8 2.9 -0.3
2023 6.8 5.4 1.4 4.9 1.3 3.9 0.3
2024 7.2 5.8 0.4 5.1 1.1 4.1 0.1

Source: developed by the authors on the basis of L. Clements et al. (2024)

8 68 7.2

6

5.
>8_ A 54 g
41 4
4 25 33 30 -
22 :
14 16 14 17 .20 2.1 l I I
S eeeERR

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

[\S)

Figure 1. Dynamics of the volume of green finance in the world in 2009-2024, trillion US dollars
Source: developed by the authors on the basis of L. Clements et al. (2024)
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Figure 2. Breakdown of green finance by sector in 2024, %
Source: developed by the authors on the basis of L. Clements et al. (2022; 2024)

A breakdown of green finance by sector in 2024 is accounted for by industrial goods and services, which
showed that the largest share of investments is in technol-  underlines the importance of transitioning to sustainable
ogy (32%), reflecting the high demand for innovative and  production processes and minimising their environmental
environmentally friendly technologies that contribute to  impact. Utilities, automobiles and spare parts (11% each)
sustainable development. A significant percentage (19%)  also receive significant funding, indicating the importance
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of infrastructure development and green mobility. At the
same time, the construction, energy and real estate sectors
receive a smaller share, reflecting the gradual, albeit im-
portant, transition of these industries to environmentally
sustainable models. Other sectors, such as chemicals and
retail, have a smaller share of investments, indicating that
further efforts are needed to adapt them to environmental
requirements. The current state of green finance in Ukraine
is an important step towards the country’s integration into
global economic and environmental processes. To date,
Ukraine has ratified 42 international agreements and con-
ventions related to the protection of the environment, na-
ture, flora and fauna (Cheberyako & Miedviedkova, 2021).

Ukraine’s tax system contains taxes that can be a fiscal
instrument for green finance: environmental tax, excise tax
on fuel and electricity, rent for the use of natural resources,
etc. In order to achieve the decarbonisation goals in Ukraine,
UAH 759 million was allocated for 2024, which was signif-
icantly less than the UAH 1,953 million allocated in 2023.
Since 2022, the number of taxpayers for air emissions from
stationary sources has decreased by 20% due to the conse-
quences of Russia’s full-scale invasion (SAF Ukraine, 2024).
At the same time, the State Tax Service forecasts that
due to a decrease in production volumes, the amount of
this tax will decrease by 10% annually starting in 2024.

The basis of green finance in the world is the use of a
carbon tax (i.e. the price of emissions of each tonne of car-
bon dioxide). According to the Tax Code, in 2024, Ukraine
will have a carbon tax of EUR 0.77 per tonne of CO,eq
(UAH 32/t CO,eq), which is one of the lowest carbon pric-
es in the world (SAF Ukraine, 2024). For example, in the
EU, the market price for 1 tonne of carbon dioxide equiv-
alent is about €6. Therefore, to meet global green finance
standards, Ukraine should not only increase the carbon tax
rate but also create appropriate financial instruments that
would help attract investment in environmentally friend-
ly projects. This includes the development of green bonds,
support for renewable energy sources, and increased fi-
nancial incentives for businesses that switch to cleaner and
more energy-efficient technologies.

European countries together currently lead the green
bond market in terms of volume (trading almost half of the
world’s bonds) (Shevchenko, 2024). The first green bond

issues by Ukrainian issuers took place in 2019-2021. In
2019, DTEK issued bonds on the Irish Stock Exchange with
a maturity of 5 years and an annual interest rate of 8.5%. The
proceeds from these bonds were used to finance renewable
energy projects, including the construction of the Tiligul
wind farm. In November 2021, state-owned Ukrenergo
placed green bonds worth USD 825 million on the London
Stock Exchange. USD 825 million on the London Stock Ex-
change with a five-year maturity and an annual interest rate
of 6.875%. However, no green government bonds were is-
sued, due to the martial law in Ukraine and the issuance of
domestic government bonds and government bonds. Nev-
ertheless, the potential for financing environmental projects
with green financial instruments remains relevant, although
itis complicated by political and financial controversies. Ac-
cording to IMF estimates, the total volume of green bonds
issued in Ukraine between 2012 and 2022 was USD 1.2 bil-
lion (Emerging market green bonds, 2023). It is expected
that by 2030 Ukraine is expected to raise USD 36 billion
through the issuance of green bonds (Lutsiv et al, 2023).

Given the growing importance of sustainable devel-
opment and the fight against climate change, internation-
al organisations such as the International Energy Agency
(IEA), the World Bank, the OECD and the World Eco-
nomic Forum are actively supporting various initiatives
and programmes aimed at financing green projects. These
programmes provide governments and businesses with
access to finance and expertise to implement environ-
mentally friendly, energy efficient and socially responsi-
ble projects. They contribute to infrastructure develop-
ment, reduce greenhouse gas emissions, improve energy
efficiency, and support green investments, which in turn
helps Ukraine make the transition to sustainable develop-
ment and climate change adaptation. Table 3 below sum-
marises the main programmes of international organisa-
tions active in Ukraine that support the development of
green finance in various sectors of the economy. These
programmes help Ukraine to achieve its strategic goals
in the field of green finance, support energy-efficient and
environmentally friendly projects, create conditions for
attracting international investment and climate change
adaptation, and promote the integration of environmental
standards into the national economy.

Table 3. Green finance support programmes in Ukraine

Ne Programme Essence
The programme, implemented by the United Nations Economic Commission for Europe (UNECE),
Programme OECD, UNEP and the United Nations Industrial Development Organization (UNIDO), aims to assist
1 “EaP GREEN” the EU’s Eastern Partnership countries (including Ukraine) in the transition to a greener development

and business model. It supports the decoupling of economic growth from environmental degradation
and promotes the integration of sustainable development principles into national strategies.

2 EU4Environment

The programme supports partner countries in identifying green investment needs and opportunities,
as well as sources of public and private finance. The programme also initiated a project to issue green
bonds, support subsidy reform and promote greener public spending. The programme, initiated
within the framework of Euro Clusters, aims to facilitate the transition of small and medium-sized
enterprises (SMEs) to sustainable green production.

3 GEMSTONE

Through the development of specialised services and financial instruments, the programme provides
SMEs with access to green finance and supports them in implementing innovative environmental
solutions to increase their sustainability and competitiveness.

University Economic Bulletin | Vol. 20, No. 1



Green finance as a tool for sustainable development and post-war recovery in Ukraine

Table 3. Continued

“Green cities”

Ne Programme Essence
The programme not only promotes the sustainable development of urban infrastructure, but also actively
supports green finance as the main tool for implementing environmentally friendly and sustainable
Programme EBRD . . . e
4 projects. The aim of the programme is to help cities implement a green development strategy that

includes improving the environment and the quality of life of residents by integrating sustainable
solutions into urban infrastructure and natural resource management.

Norway-Ukraine
5 | Energy Efficiency
Programme

The main objective of the programme is to promote the use of local and external financing to improve
the energy efficiency of public buildings. The programme also supports the development of local
governance and sustainable procurement. Mixed financing is offered for project implementation,

including loans, grants, technical assistance and other support.

Source: developed by the authors on the basis of data taken from the websites EU4Environment (n.d.), Norway-Ukraine Energy
Efficiency Initiative (n.d.), EBRD Green Cities (n.d.) ra OECD iLibrary (n.d.)

Since 24 February 2022, Ukraine has been going
through a difficult time of war, which has caused sig-
nificant damage in many areas, including the economy,
infrastructure and social life of the population. Russia’s
tull-scale invasion has not only caused a humanitarian
catastrophe, but also made it difficult to implement sus-
tainable development in Ukraine. The war has exacer-
bated existing environmental problems and created new
ones that are much more difficult to solve. The war has
caused serious environmental consequences that have
a significant impact on Ukraine’s sustainable develop-
ment model. The main ones are:

¢ mining of large areas, which restricts access to natu-
ral resources and negatively affects the conservation of flora
and fauna;

¢ soil contamination, in particular through the use of
explosives and the destruction of environmentally hazard-
ous industrial facilities (destruction of a chemical plant in
Sievierodonetsk, destruction of the Donetsk Azot plant, re-
peated rocket attacks on the Artem plant, etc.);

¢ deterioration of the quality of drinking water con-
taminated by explosions and aerial bombing (water pollu-
tion due to the destruction of sewage systems in Kharkiv,
rocket attacks on the Kyiv reservoir, etc.);

¢ emissions of chemicals into the air due to fires, shell-
ing and other hostilities;

¢ destruction of such important facilities as the Kak-
hovka and Dnipro hydroelectric power plants, which led to
the loss of part of the green energy potential and the need
to use less environmentally friendly energy sources;

¢ inability to conduct environmental audits in the af-
fected areas, which complicates the assessment and restora-
tion of ecosystems;

¢ complications in the implementation of measures to
reduce the negative impact of toxic and chemical pollution,
which further worsens the state of the environment.

Despite the ongoing hostilities, large-scale conse-
quences and the occupation of certain territories, repre-
sentatives of state and municipal authorities of Ukraine,
as well as international experts, are actively discussing the
needs and opportunities for post-war reconstruction of the
country. One of the most important areas of such discus-
sions is the topic of reconstruction based on the principles
of sustainable development, with a focus on green initia-
tives. Increasing funding for nature should not be based on
limiting spending on inclusive development priorities in
post-war reconstruction (Naumenkova et al., 2023). Grants
from donors and loans on concessional terms for Ukraine
cannot be permanent and cover the growing needs for na-
ture financing in full (Naumenkova & Mishchenko, 2024).
Thus, in January 2023, the European Commission dis-
cussed the possibility of integrating Ukraine’s green recov-
ery into the European Green Deal, which was an important
step in defining strategic guidelines for the country’s post-
war recovery. In this context, programmes and initiatives
involving the use of green finance should become the basis
for sustainable recovery and modernisation of the nation-
al economy. Table 4 shows the main areas of recovery, fi-
nancial instruments and programmes that can be used to
achieve these goals in the post-war period.

Table 4. Strategic goals of green finance in the context of post-war reconstruction of Ukraine

Objective

Examples of financial instruments and programmes

Description

Ecosystem
restoration and

nature conservation ISO 14001

Ecodia; EU Emissions Trading System (EU ETS);
Waste Management Support Programme (EU);

Remediation of contaminated or mined areas,
biodiversity protection, conservation
of natural resources

Energy recovery
(green energy)

Green Deal (EU), Commercial Energy Efficiency
Programme in Ukraine (UKEEP); green bonds,
international loans and grants

Transition to renewable energy sources (solar, wind,
bioenergy), restoration of energy infrastructure

Industrial eco-

EU Industrial Energy Efficiency Programme; Horizon
2020 Programme; Eco-innovation Programme;

Modernisation of enterprises, transition to energy
efficient and environmentally friendly technologies,

modernisation green bonds reduction of CO, and other pollutant emissions
Sustainable CAP - Common Agricultural Policy; Green Support for sustaln.able prod}l ction me.thods in the
o - o . . agricultural sector, introduction of environmentally
agribusiness Agriculture Initiative; support for organic farming friendly methods of soil cultivation
development through subsidies and grants Y

and water conservation
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Table 4. Continued

Objective Examples of financial instruments and programmes Description
Sustainable IQ Energy; Green Infrastructure (EU); Urban Rebuilding and modernising infrastructure in line

infrastructure Sustainable Infrastructure Programme; with the principles of sustainable development,

projects Climate City Programme energy efficiency, and low pollution

Financing through Raising funds to finance green projects
greenlzzggis and Climate Bonds Initiative; green bonds; green loans both at the national and local levels
. United Nations Development Programme (UNDP); Attractmg forelgp investment, international
International EU . technical assistance and support for
. 4Environment; EaP GREEN; . . .
cooperation : . s the implementation of sustainable development
Green Economy Financing Facility (GEFF) . S
projects and green initiatives

Source: developed by the authors on the basis of data taken from the websites Emerging market green bonds (2023), EU4Environment
(n.d.), OECD iLibrary. (n.d.), UNDP, GEFF (n.d.), Ecodia (n.d.) ta ISO (n.d.)

Given the current challenges, including the effects of
the war, the green financial sector can be an important
tool for achieving environmentally friendly and sustain-
able development. Thus, despite the challenges posed by
the consequences of the war, these factors also open up
new opportunities for the introduction of green finance.
The need for environmental restoration after the destruc-
tion and modernisation of infrastructure can be an im-
petus for attracting significant investments in sustainable
development. Restoring the environmental situation in
Ukraine and implementing green finance programmes
will be an important step towards building a more sus-
tainable economy that meets the requirements of the cur-
rent environmental agenda.

In light of the growing attention to the serious en-
vironmental challenges facing the planet, green finance
is becoming increasingly important as a key element
of the modern economy. It goes beyond traditional in-
vestment and becomes an important area that links the
financial sector to the principles of sustainable develop-
ment. Major environmental challenges such as climate
change, pollution and the depletion of natural resourc-
es require immediate attention and action. As noted by
D. Shkvarchuk (2024), green finance is an innovative and
critical tool for achieving sustainable development and
preserving the planet’s ecosystems.

The war has caused significant losses for the economy,
environment and citizens of Ukraine, which requires the
development of an appropriate mechanism to compensate
for these losses. An important element of this mechanism
should be the development of a system of measures for
green financing the reconstruction of the Ukrainian state.
It is important to strengthen not only state financial con-
trol over the implementation of green projects with foreign
investment, but also public control, as the level of corrup-
tion in state environmental services is quite high. This is
primarily important to prevent so-called ‘environmentally
toxic” foreign investments from entering Ukraine during
the reconstruction period. Such investments may include,
among other things, support for coal and oil energy pro-
jects, inefficient waste management methods, or other
practices that harm biodiversity or contribute to climate
change (Karlin & Prots, 2022).

There are a number of factors that hinder the spread of
green investments. First and foremost, it is the imbalance of
economic indicators, high inflation and high interest rates
that reduce the country’s investment attractiveness. Another
important obstacle is that the technologies used in Ukraine
are lagging behind those of developed countries. Low lev-
els of technological innovation and poor infrastructure also
reduce the country’s investment attractiveness. In addition,
corruption processes in Ukraine significantly complicate
the implementation of sustainable projects and hinder the
development of green finance (Nazarova & Havryk, 2023).

Ensuring sustainable development in the context of
post-war recovery in Ukraine requires a more thorough
definition of the legal framework for green finance, estab-
lishing cooperation with foreign investment companies,
international financial organisations and donor funds to
attract green finance to Ukraine, although in such circum-
stances it is difficult to predict its further development.
The main areas of green finance development include
public-private partnerships, climate risk insurance, sus-
tainability bonds, Islamic finance, government support,
and investment in education (Cheberyako et al., 2021).
In addition, Ukraine’s energy strategy requires ambitious
changes in the post-war period of Ukraine’s recovery,
which should ensure energy independence and energy se-
curity of the state and contribute to the welfare of citizens,
and RES should not be one of the options for diversifying
energy resources, but the basis for rebuilding Ukraine’s en-
ergy system (Metelenko et al., 2022).

S. Naumenkova & S. Mishchenko (2024) note that ex-
cessive debt burden limits the financing of programmes to
restore damaged ecosystems and create a green and safe
environment. They see green debt swaps as a tool for rais-
ing capital in low-income countries to address environ-
mental issues. The debt swap (or conversion) is based on
the cancellation of a portion of a country’s external debt in
exchange for a commitment by its government to mobilise
domestic resources (local currency or other assets) to fi-
nance the achievement of agreed environmental goals on
terms agreed with the creditor.

Thus, the formation of green finance is a modern trend
of ensuring sustainable development of the state in the con-
text of globalisation in order to reduce poverty, control the
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use of natural resources and increase the number of jobs.
And improving the environmental situation is not only a
matter of state budget expenditures, but the essence of the
new economic system — new economic conditions for do-
ing business, which involve attracting investments in the
development of new ‘green’ industries.

CONCLUSIONS

As a result of the study of theoretical and practical aspects
of implementing green finance as a tool for sustainable de-
velopment and post-war recovery in Ukraine, the follow-
ing conclusions have been drawn. Green finance includes
three areas: infrastructure financing, economic support
for industries and enterprises, and financial market de-
velopment. The concept of green finance has evolved over
time in line with the aspirations of economies. With each
new international initiative and agreement, the integration
of environmental aspects into financial strategies has in-
creased, ensuring the formation of stable financial mech-
anisms to support climate and environmental goals. Given
the need to adapt the economy to climate change and invest
in environmentally friendly technologies, the introduction
of green finance is an important step towards achieving
long-term economic and environmental sustainability.

Between 2009 and 2024, there was a growing demand
for environmentally friendly projects and a general shift
towards more sustainable economic models. More than 50
countries are actively using green finance mechanisms in
their economic strategies. This trend is driven by the intro-
duction of carbon taxes. European countries are leading the
way in the green bond market, controlling about half of the
world’s issuance of these securities. International organisa-
tions, such as the International Energy Agency (IEA), the
World Bank, the OECD, and the World Economic Forum,
actively support various initiatives and programmes aimed
at financing green projects, providing governments and
businesses with access to financing and expert assistance
for the implementation of environmentally friendly, energy
efficient, and socially responsible projects. The hostilities

have caused serious environmental consequences that have
a significant impact on Ukraine’s sustainable development
model. In the context of Ukraine’s post-war reconstruction,
the green transformation of the economy can be an impor-
tant factor not only for recovery but also for increasing the
country’s competitiveness in the international arena. The
introduction of sustainable energy solutions and environ-
mental technologies creates the preconditions for integra-
tion into European economic processes and the use of EU
financial mechanisms.

Thus, it is important to focus on the principles of sus-
tainable development for Ukraine’s successful recovery.
International investors are interested in projects that con-
tribute to economic recovery, conservation of natural re-
sources, and energy efficiency. Therefore, projects that meet
these requirements will attract investment and contribute
to the development of Ukrainian cities, creating conditions
for the introduction of environmentally friendly technolo-
gies and the restoration of infrastructure to modern stand-
ards. This is the basis for effective post-war reconstruction
that takes into account the needs of the environment, sus-
tainable development, and improving the quality of life of
citizens. Important areas for further research include the
development of methods for biodiversity conservation,
the introduction of sustainable urbanism models, and the
study of effective strategies for managing Ukraine’s water
and energy resources in the context of post-conflict recov-
ery. It is also important to explore opportunities for the
development of smart cities that integrate innovative tech-
nologies to reduce the negative impact on the environment.
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AHoTauif. Tpusana BiftHa B YKpaiHi CTBOPIOE 3HAYHI BUK/IVIKI [i/IsI eKOHOMIKM Ta €KOJIOTiYHOI CTabiMbHOCTI KpaiHu,
a 3aJIy4eHHA «3e/IeHNX (PiHaHCIB» MOXe CTaTU KII0YOBUM iHCTPYMEHTOM JJIA IOBOEHHOTO BifIHOB/ICHHS €KOHOMIKM
Ta CIPUAHHA CTAJIOMY PO3BUTKY, 3aBJIAKM 3aTy4YE€HHIO PECYPCIB /I €KOJIOTIYHO YMCTUX Ta iIHHOBALIHUX IIPOEKTIB.
Mertoro crarti 6y/10 JOCTiI>KeHHA IOTeHIiany 3eJieHUX (iHaHCIiB, a TAKOXX aHaJIi3 MOXKJIMBOCTEI BIIPOBAJKEHHA
LIbOTO iHCTPYMEHTY /I MifTPUMMKM €KOHOMIYHOI Ta €KOJIOTiYHOI CTIIKOCTi Kpainu B micnABoenHnii nepiop. Iliy gac
HOCTIJPKEHHA BUKOPUCTOBYBA/IACS €MIIIPMYHI, aHAIITUYHI Ta CUCTEMHI METOMM, 1110 JO3BOINJIO OLiHUTH BIIIUB 3€IEHNX
(iHaHCiB Ha €KOHOMiYHe 3pOCTaHH:, 3MEHIICHHS eKOJIOriYHMX HACTIAKIB Ta HOKpAlleHHA AKOCTI XXUTTA IPOMaisH.
3arajioM pe3y/IbTaTy HOCTiIKeHH IPOeMOHCTPYBa/IM BICOKMIL ITIOTeHIias 3eleHNX ¢iHaHCiB 11 BinOynosu Ykpainu
y MaitbyTHpOMY. ¥ cTaTTi 6y/I0 IIpoaHai30BaHO MOMITUYHI paMK Ta MDXHAPOZHI 30608 sI3aHHSI, 1[0 MOXKYTb CTaTI
0CHOBOIO 111 GOpMYBaHHA NOMITUKM 3e/TeHNX (inaHciB B YkpaiHi. B xoni gocnimkenHaA Oyn0o posmIAHYTO AUHAMIKY
o6cariB 3emenux (inaHciB y ¢BiTi 3a 16 pokiB, AKa 3acBifuna NOCTiliHe 3pOCTaHHA IHTEpeCy N0 eKOJIOTiYHO CTIIKUX
inBecTHwiil. Byno 3aporoOHOBaHO peKOMeH ANl {00 PO3BUTKY 3e/IeHMX (iHaHCIB, 1[0 BKIIOYAIOTh BIIPOBA/KEHHA
MEXaHi3MiB J/I 3a/Iy4eHHSA iHBECTUIIIN Y CTiIKi €KOIOTiYHI IIPOEKTH, MiITPUMKY CTa/IOr0 3pPOCTAHHA Ta MOJEPHi3alliio
CEKTOPIiB eKOHOMIKWY, 1110 € KPUTWYHVMU /IS BITHOB/IEHHS KpaiHu mic/s BiftHu. OCHOBHMMY BUCHOBKaMU € HEOOXiIHICTD
iHTerpauii eKoyIOriYHO YMCTYUX Ta IHHOBALIIHNX IPOEKTIB y BifOyRoOBY iHGpacTpyKTypH, IO ZOIIOMOXKe 3a0e3MeYnTH
CTanuii EKOHOMIYHMIA PO3BUTOK Ta 3SMEHIIUTY €KOJIOTi4Hi pU3MKN. BaykK/IMBY pOJIb y IIbOMY ITPOLECi BiflirpaloTh Mi>KHApOJIHI
¢iHaHCOBI iHCTpyMeHTM Ta 30008’ s13aHHA, 1O CIPUAIOTD 3a/Iy4eHHIO IHBEeCTULIN y «3e/leHi» mpoekTu. OTpuMani
B IIpolleci JaHOTO JOCTIIPKeHHA HayKOBi pe3y/IbTaTil MOKYThb CHPUATH BUPILIEHHIO aKTyaIbHUX IIpo6seM iHTerpamii
3e/leHMX (iHaHCIB y cTparerii cTasoro po3BUTKY Ta BifHOBIeHHA YKpaiHy, i MOXKYTb OyTV BUKOPUCTaH] HepyKaBHIMMA
opraHamu st GopMyBaHHA epeKTMBHIX MeXaHi3MiB (iHaHCYBaHHA €KOIOT1YHO CTiMIKMX iHIlIaTUB y HOBOEHHMII HEepiof
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Abstract. Accounting of financial results, especially in the context of leasing advertising space, is critical for the effective
development and expansion of the financial activities of the Kyiv metro in the context of digitalisation and socio-economic
changes. The purpose of the study was to examine the economic benefits of the financial activities of the Kyiv subway,
including the lease of outdoor advertising. The study used the methods of economic analysis, inductive, modelling, and
comparative. The results of the study showed that the lease of advertising space is accompanied by high profits of the
outdoor advertising industry and investments, characterised by the growth of the industry as a whole, but does not cover all
the costs of the Kyiv Metro utility. International advertising agencies and media companies may be interested in investing
in advertising space, which is the only outdoor advertising medium in the Kyiv Metro. Competition is becoming intense
in the areas of advertising and technology, which affects the metro’s advertising revenues. The urban terminal of the metro
includes advertising materials placed in stations and carriages, which provide visibility of advertising to passengers and
are important for attracting attention to brands. The growth in the market value of these advertising spaces indicates their
potential for investment, which may attract the interest of venture capitalists to new projects in this area. It has been found
that optimising the use of advertising space can significantly increase the profitability of the Kyiv metro. It has been found
that diversification of advertising formats and the introduction of digital advertising media can increase the profitability
of the subway compared to traditional methods. Collaboration with local businesses for advertising can increase revenues
and strengthen the connection between the metro and the local community. The results of the study can be useful for
finance and economics specialists in the field of public transport to optimise the financial performance of the enterprise
and improve the efficiency of resource management

Keywords: inflation; investment; profit; profitability; utility company

INTRODUCTION

The study of the independent calculation of the financial
performance of Kyiv Metro, in particular in the context of
leasing advertising space, is due to the growing importance
of public transport as an advertising platform. Many ad-
vertising brands prefer the subway because it provides a
large volume of potential consumers who use its services
on a daily basis. In the context of interactive technologies

and the development of media communication, the lease
of advertising space opens up new financial opportunities
for the metro. Modern advertising solutions, such as digital
screens, interactive panels and integration with mobile ap-
plications, can significantly improve the effectiveness of ad-
vertising campaigns and increase consumer interest. These
innovations can significantly increase advertising revenues,
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which in turn will affect the overall financial stability and
development of the metro. That is why it is crucial to con-
duct an independent calculation to determine the efficien-
cy of the existing use of advertising space and its impact on
the overall financial results, which will optimise the finan-
cial performance of the Kyiv Metro. The issues of financial
performance of underground transport systems and their
profitability are important not only for Kyiv. This issue is
becoming the subject of research in many countries, where
public transport plays a key role in the life of cities.

J.-H. Kwon (2024) explored the possibilities of increas-
ing the profitability of the subway by leasing movable and
immovable property for outdoor advertising, pointing to
the significant potential of this approach to increase profit-
ability and improve the financial performance of the utility.
The large flow of passengers at the capital’s metro stations
encourages advertisers to invest in creative advertising,
which not only helps to attract resources but also develops
new forms of advertising in the metro. The spatial capabil-
ities of the metro provide a great deal of scope for creativ-
ity in the production of advertising media, which, in turn,
generates useful content and has a positive impact on the
financial results of the company.

A. Buryachenko et al. (2024) concluded in their study
that in order to increase the level of targeted use of adver-
tising revenues by the Kyiv Metro utility, it is necessary to
reform the mechanism of interaction between the city and
intermediary companies, in particular, to establish direct
accounting of revenues at the market value of the space,
rather than a fixed price. In conformity with S. Boyko et
al. (2024), the introduction of digital advertising in the sub-
way could increase advertising revenues by 40% by 2027.

R. Mao et al. (2021), emphasise in their work the fact
that looking at the business structure, it is easy to find that
it is impossible for the metro to achieve profitability by re-
lying only on ticket sales. J. Zhou et al. (2019) found in their
study that the business strategy of a transport enterprise is
not to rely on traditional business, but to expand integrat-
ed services and form its own development characteristics.
That is why there are many types of advertising in the met-
ro, including video advertising (LED digital media in the
metro, mobile TV in cars, ads on platforms), print advertis-
ing (light boxes of channels, light boxes on platforms, light
boxes in station halls, special extra-large light boxes), wall
posters (light boxes of cars), and interior posters. However,
there is little information in researchers’ works about the
specifics of financial activities with regard to the lease of
advertising space.

Researchers L. Sun et al. (2020) consider in their works
the financial activities of the subway in terms of planning
and construction, emphasising the development of rail
transit networks in large cities and demonstrating trends
in the development of a single network where the subway
system should dominate. The researchers note that in large
cities there is less and less space for a metro system, but the
benefits of passenger traffic and generated time value are
not as obvious as the benefits of a central city line, which

affect the competitiveness of urban rail transport within
the city. In large cities with relatively developed urban rail
transit networks, their structure has many levels, including
urban metro, suburban rail and new transit systems, which
achieve better ridership effects. N. Gendron-Carrier et
al. (2022) concluded that it is important for each city to
consider how the multilevel rail network will be deployed
in the future, as it is related to the economic benefits and
sustainable development of the metro as a whole. However,
these works do not outline specific indicators that affect the
financial performance of the metro.

The purpose of this research article was to analyse the
economic benefits of the financial activities of the Kyiv sub-
way, considering revenues from the lease of outdoor ad-
vertising. The study was aimed at determining the impact
of this phenomenon on the overall development of urban
infrastructure and the economy of Kyiv.

MATERIALS AND METHODS

This study was based on the analysis of the financial per-
formance of Kyiv Metro, taking into account the lease of
advertising space for 2019-2023. In the course of its con-
duct, the methods of economic analysis, inductive, model-
ling, and comparative were used. The method of economic
analysis at the stage of assessing the financial performance
of Kyiv Metro allowed us to describe the general vision of
the financial structure of the organisation, its profitability,
solvency, and risks. The official financial statements of the
municipal enterprise were analysed (Department of inter-
nal..., n.d.; Official website of Kyiv Metro, n.d.; Portal “Ky-
ivaudit’, n.d.; Audit report..., 2024). The key to diagnosing
financial indicators was the quantification and assessment
of the balance between profitability and risk.

To calculate the formation of the price of renting ad-
vertising space, a common unit of variable costs was deter-
mined by the formula:

CV,=CV, (1)

where CV is the variable cost and F is the fixed cost, con-
sidering that T is the contribution factor, or the percent-
age margin of the contribution, which will serve to add to
CV and thus form the price sought to cover the fixed cost.

The use of the inductive method allowed us to iden-
tify the financial models used at the enterprise, as well
as the specifics of its economic indicators, in particular
in the context of advertising space rental indicators. This
method helped to identify the features and characteris-
tics of the enterprise’s functioning in the current Ukrain-
ian market. The modelling method in the formation of
the mechanisms of financial activity of the municipal en-
terprise “Kyiv Metro” was represented by such forms of
economic data as panel data, and binary logistic regres-
sion. This ensured an objective analysis of the observed
economic phenomena to generate numerical data to
describe the financial environment. Thus, these models
emphasised the existing relationships between external
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variables represented by numerical forms. This allowed
us to obtain descriptive elements that helped to general-
ise the behaviour of the analysed variables in the context
of advertising space leasing.

The comparative method was used to compare the data
provided in the financial statements of the utility compa-
ny with the results of the study. This allowed us to iden-
tify the peculiarities and differences in the information,
which pointed out the need for an independent analysis of
the financial performance of the Kyiv Metro. As a working
hypothesis, it was assumed that the minimum profit to be
earned is a function of the value of total capital employed,
consisting of interest earned on the liability and revenues
expected from the subway. Thus, assuming that the weight-
ed cost of total capital employed is defined as:

CP=RP/A+RC/A’ (2)

where Cis the ticket yield, R, , is the ratio of the ticket price
P to the total assets A, R is the return on advertising capital
C, and R C/A is the proportion represented by capital rel-
ative to the total assets of the advertising space lease. This
means that the profit structure, taking into account the
lease of advertising space, can be planned on the basis that
the minimum profit is not less than the cost of capital used.

This method helped to determine the norms of the po-
tential product, which arose from the need to consider the

activity index as a comparison process in order to assess
the current levels of growth of indicators and determine
the inflationary risks occurring in the monetary policy of
the utility company. Drawing parallels made it possible to
determine different degrees of economic expansion and
contraction, while characterising the development of the
metro economy.

RESULTS AND DISCUSSION

The main purpose of any enterprise is to make a profit.
There is a need to know its minimum level in order to adopt
it as a goal when planning operational activities, such as
generating the necessary income and controlling costs and
expenses (Sabau-Popa et al., 2020). An important aspect
of the financial activities of the municipal enterprise Kyiv
Metro is the attraction of financial resources that can have
different origins. In general, in addition to ticket sales, the
company also receives income from government subsidies
and lease of advertising space.

For a comprehensive analysis of the financial
performance of the municipal enterprise Kyiv Metro, it
is important to consider its expenses and revenues over
the past few years. These indicators allow us to assess
the financial position of the company, determine its
profitability and identify trends that may affect its further
development. Table 1 illustrates the expenses and revenues
of the subway for 2019-2024.

Table 1. Expenses and income of the municipal enterprise Kyiv Metro for 2019-2024 (UAH million)

Year Expenses Income Net profit/loss
2019 4,389 3,389 -1,000
2020 4,328 1,845 -2,483
2021 5,715 4,268 -1,447
2022 4,787 3,675 -1,112
2023 10,132 6,612 -3,520
2024* 4,531 2,581 -1,950

Note:* - data for 6 months of 2024

Source: developed by the authors on the basis of Official website of Kyiv Metro (n.d.), Community enterprise “Kyiv Metropolitan”

(2020), Audit report... (2024)

The table shows that the costs of urban rail trans-
port exceed its revenues, a widespread problem. The
cost of maintaining the municipal enterprise Kyiv Met-
ro is significant, while fares remain relatively low due
to the specific nature of public transport. In addition,
there is a clear dependence of the company’s financial
performance on the intensity of passenger traffic, which

affects the company’s assets (Table 2). According to the
data, a significant decline in revenues correlates with a
decline in passenger traffic in 2020 and 2022, the pe-
riod of active restrictions related to the COVID-2019
pandemic and the year of the beginning of the full-scale
Russian invasion of Ukraine, which caused a crisis in
the entire economy.

Table 2. Passenger traffic intensity in the Kyiv metro in 2019-2024 (thousand people)

Year Passenger traffic intensity (thousand people)
2019 350,000
2020 270,000
2021 319,000
2022 162,000
2023 232,000
2024 241,000

Source: State Tax Service of Ukraine (n.d.)
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Similar fluctuations are observed in the MEs’ income
from the lease of advertising space, as evidenced by the
data of the Department of Advertising of the executive
body of the KCSA (n.d.) for 2021-2023. Figure 1 shows
significant fluctuations in income, which indicate the im-
pact of external factors, such as economic instability and
war, on the financial performance of the enterprise. Ac-
cording to statistics from the Advertising Department of
the executive body of the Kyiv City State Administration,
in 2021, the subway’s profit reached UAH 2,189,376. How-
ever, in 2022, there was a sharp drop to UAH 1,085,451,
a 50.4% decrease due to the outbreak of a full-scale war in
Ukraine and its impact on the economy and the advertising
market. However, in 2023, there was a positive trend - the
profit increased to UAH 1,589,880, which is 46.5% more
than in 2022, but 27.4% less than in 2021 (Advertising De-
partment..., n.d.). These dynamics indicate a gradual adap-
tation to the new conditions, but also highlight the need to
revise the strategy for using advertising space, in particular
by introducing new advertising formats, adapting pricing
policies, and focusing on local businesses that continue to
operate in wartime.

2,500,000
2,000,000
1,500,000
1,000,000
500,000

0

Advertising revenue (UAH)
m2021 m2022 m2023

Figure 1. Kyiv Metro’s profit from the lease
of advertising space for 2021-2023
Note: Official data for 2024 were not available at the time of
writing
Source: developed by the authors on the basis of Department of
internal...(n.d.), Portal “Kyivaudit” (n.d.)

An important issue when planning profitability is the
procedure for setting the rental price of advertising space.
To a large extent, the rental price depends on the payback
ratio of the tariff box (which is mostly set by law), i.e. the
ratio of fare revenue to total operating costs (Onofrei et
al., 2020). They are, in turn, divided into variable and fixed
costs, the latter being periodic and related to the costs of
production or purchase of materials and services. The total
unit of variable costs is determined using formula (1).

According to the calculations of H. Akono &
E. Nwaeze (2018), a generally well-managed metro system
can maintain a farebox payback ratio of more than 50%,
generating higher profits by capturing the cost of renting
advertising space. This success is due to its urban form
due to the high density of the urban population and the
functional zoning of the mixed-use metro. Consequently,
the contribution factor that should be used to price the

proposed lease of advertising space should be in line with
the profitability of sales.

Profitability has the same property for different combi-
nations of profit and sales, where as the contribution mar-
gin increases, the price also increases and the number of
units to be leased decreases. The higher the value of sales,
the higher the value of the resulting utility, and the latter
decreases as the value of sales decreases. Therefore, it all
comes down to finding a relationship that guarantees the
right price and volume to achieve the target profitability.
To achieve this goal, the financial elements must have an
effective capital budgeting process that selects sustainable
and profitable investment projects that are accompanied by
an appropriate financial structure (Berest & Sablina, 2022).
Otherwise, business continuity and progress in value cre-
ation may be at risk. Once the investment decision has
been made, the financing decision is made. In some cases,
financing can come from own resources in a high propor-
tion, but in many others, due to the size of the investment,
other financing options need to be evaluated, including the
lease of advertising space in the Kyiv Metro.

The Kyiv Metro receives revenue only from ticket sales
and the lease of advertising space, as the municipal enter-
prise Kyivreklama is responsible for advertising placement
(Municipal enterprise Kievreklama, n.d.). On average,
the sector has favourable liquidity indicators. However, it
should be emphasised that debt-to-asset ratios are primar-
ily intended to measure the level of total enterprise profits
provided by creditors in the short and long term (Fig. 2).

® Financial autonomy

AN

® Current liquidity

® Absolute increase

® Relative increase

Figure 2. Indicators of solvency and sustainability of the
municipal enterprise ‘Kyiv Metro’ for 2023 in % ratio
Note: Official data for 2024 were not available at the time of

writing
Source: State Statistics Service of Ukraine (n.d.)

The emergence of the golden mean as a point of stabil-
ity confirms the existence of a mechanism that prevents the
interest margin from being arbitrary and even chaotic, and
hence the prices and other items in which it is involved. To
reinforce the above, it is important to consider the most
complete cases where unit variable costs are split into those
that depend on production or direct purchases and those
that depend on price or volume. There are numerous mod-
els with different characteristics that allow for the interpre-
tation of a data set at different points in time. If this dataset
belongs to different units, then a panel data analysis may
be an appropriate methodology to measure the effects of
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renting advertising space in the studied utility, Kyiv Metro.
Thus, transformations were made to the ratios of financial
assets to approximate arithmetic operations. In this case,
the panel data model is written as follows:

Y=XB+e, 3)

where Y is the matrix of dependent variables, X is the ma-
trix of independent variables, 3 is the matrix of estimated
coeflicients, and ¢ is the error term.

Given this evidence, it was decided to perform a bi-
nary logistic regression, preceded by a principal compo-
nents factor analysis, which would reduce the information
redundancy represented by the set of ratios. This model
takes into account the heterogeneity of the cross-sections,
which allows each unit to have its own cross-section of the
enterprise’s assets from transport activities and advertising
space lease. The limitation of the model is that the value of
e is not directly observable. Given daily earnings data, the
capital asset valuation is the most convenient scheme for
hedging risk in the market, as it formally describes the re-
lationship between risk and return, and serves as a general
framework for understanding systematic diversification.
Accordingly, an asset is considered risk-free if its return is
equal to the expected return, because the return is directly
proportional to the risk exposure, as the higher the risk,
the higher the return.

Hypothesis (2) was confirmed by economic indica-
tors that depend on causal relationships. Similarly, the as-
sumption is based on the fact that the available amounts
of different risky financial assets are set as an exogenous
variable of the model. On the other hand, the usefulness
of the model lies in the ability to estimate the cost of cap-
ital when conducting a discounted cash flow valuation of
the capital metro or when evaluating new investment pro-
jects. Total asset turnover indicates the ability of a compa-
ny to use its property to generate income, which is related
to management efficiency (Amirhossein et al., 2020). The
higher the turnover of total assets, the higher the level
of efficiency of the company’s use of funds and rights it
owns. Fixed assets turnover expresses the company’s pro-
ductivity in generating income through the investments it
makes in fixed assets — buildings, structures, machinery,
and equipment. A particularly important aspect is that
inventory in any organisation is the minimum amount
of available products or items needed to meet custom-
er demand. It is an indicator that expresses the number
of inventory turns during the year, where a higher in-
ventory turnover means that the company is effectively

managing and constantly supporting new products and
ways of making money.

The natural dynamics and processes of change in
the country’s economy, which affect the current financial
structure of the company, make it increasingly necessary
to analyse the company’s financial situation, taking into
account its internal development and its position relative
to other companies operating in the same market (Mon-
asterolo, 2020). The investment elements continue to have
the same decision-making pattern subject to alternatives,
in line with new market investment trends, where space
leasing is understood more globally and is linked to the
system of economic organisation and the complex struc-
ture of modern markets. This vision implies the adoption of
an analytical perspective that allows us to link its effects to
the global scale of the economic system, which faces great
difficulties, mainly stemming from the near impossibility
of quantifying the impact of leasing advertising space on
the overall economic activity of the enterprise. The concep-
tual framework of financial performance is important for
decision-making in the economic sphere of the municipal
enterprise Kyiv Metro, as the modern globalised market re-
quires individuals and legal entities to develop to be inno-
vative, capable and develop their financial skills in order to
achieve their goals, mission, and vision.

According to researchers ].D. Farmer et al. (2019), an
independent financial analysis of a utility serves as a basis
for assessing the situation and real economic performance
to identify difhiculties and apply appropriate corrective
measures to address them. Financial analysis is based on
the calculation of key indicators that express liquidity, sol-
vency, performance, debt, efficiency, and profitability. As
a key management and analytical tool in all business ac-
tivities, it determines the conditions and helps to predict
the future. The transformation process brought about by
technological progress, automation, and economic devel-
opment makes it difficult to calculate the results of a com-
pany’s financial performance, especially when considering
the lease of advertising space. The importance of financial
analysis in this case lies in the fact that it allows identifying
economic and monetary aspects that show the conditions
in which the utility company operates, in terms of liquidity,
solvency, debt, efficiency, effectiveness and profitability, fa-
cilitating management and economic decisions. Therefore,
the behaviour and activity of exogenous variables, such as
inflation, which affects the current market value of assets
and liabilities, should be taken into account and the im-
portance of the balance between current and non-current
assets should be considered (Table 3).

Table 3. Assets of the municipal enterprise Kyiv Metro for 2019-2023 (UAH, thousand)

Year Non-current assets Current assets Assets

2019 50,191,774 1,150,744 51,342,518
2020 49,462,456 1,564,738 51,027,194
2021 48,594,136 1,834,189 50,428,325
2022 46,951,959 2,044,748 48,996,707
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Table 3. Continued

Year Non-current assets Current assets Assets
2023 170,981,222 2,754,566 173,735,788
2024 171,437,662 3,140,029 174,577,691

Source: State Tax Service of Ukraine (n.d.)

Researchers Q. Zhang & A. Posso (2019) believe that
independent financial analysis should be applied by all
types of companies, small or large, and regardless of their
production activities, as it is a measure of operational ef-
ficiency that allows assessing the results of the enterprise.
This tool facilitates decision-making on investments,
financing, and action plans, and helps to identify the
strengths and weaknesses of an organisation. However, it
is important to note that financial analysis with respect to
the lease of advertising space should be conducted system-
atically to determine the company’s liquidity and solvency,
assess its operating activities, asset utilisation, ability to pay
off and cancel contractual obligations, its profits, required
investments, productivity, and profitability. As for the in-
terpretation of the indicators, it may be difficult to establish
criteria for their evaluation, as the result may be ambigu-
ous with respect to the production activities of the utility.
To this end, it is important to describe financial analysis as
a management stage, identifying the relevant methods on
which it is based, the impact of the inflationary phenome-
non on its application, and briefly analyse the importance
of international financial standards in the use of this useful
management tool, especially when calculating the profit
from the lease of advertising space. The authors acknowl-
edge that the technique of assessing the operational behav-
iour of a company, including the lease of advertising space,
facilitates the diagnosis of the current situation and antici-
pates any future events that are most focused on achieving
pre-set goals, while confirming the results of the study.

From the point of view of M. Amidu et al. (2021), the
analysis of independent financial statements is character-
ised by the fact that it is an operation based on the reclassi-
fication, compilation, receipt, and comparison of account-
ing, operational and economic data of a utility company,
which, through the use of appropriate methods and tools,
seeks to assess the financial condition, development, and
results of economic activity in the present and past to ob-
tain the best performance in the near future, taking into
account indicators for the rental of advertising space. From
these statements, it follows that this process is a manage-
ment phase consisting of several stages. Initially, it focuses
on the use and transformation of accounting information
recorded in the financial statements, and is subsequently
used as a mechanism to select the most relevant informa-
tion to prevent counterproductive situations and forecast
assets by calculating indicators and applying a specific
methodology. In this context, the objectives of independ-
ent financial analysis are aimed at considering trends in
the financial variables involved in the company’s opera-
tions. They are based on measuring the level of solvency,

liquidity, profitability and, in general, the current state of
the utility company, and therefore, full compliance with
these objectives depends on the quality of the accounting
information used for their application, especially with re-
gard to the lease of advertising space. Therefore, the impor-
tance of calculating the indicators lies in the interpretation
of the value given by each indicator or their ratio, since this
value itself provides very little information, its calculation
should not be limited to the use of formulas.

H. Sugiarto et al. (2023) recognised that profitability is
determined by the way in which a company is able to gen-
erate a surplus for distribution to shareholders, comparing
it with the total resources invested in operations as an indi-
cator of the efficiency achieved. According to the authors,
the most profitable companies are those that succeed due to
their ability to generate income, in particular through the
rental of advertising space. Thus, profitability is the main
indicator for assessing business performance, since, setting
aside the issue of financing, it is possible to understand how
productive and viable the enterprise was in the context of
the development of its economic activities and manage-
ment practices. Similarly, if entities are able to analyse risks
in the dynamics associated with economic conditions, they
can predict changes in profitability over time. Therefore,
making strategic investment decisions is a crucial activity
for the development of a utility organisation. Accordingly,
comparing the authors’ analysis and the results of the study,
it is possible to highlight the fact that financial indicators
provide information about the company’s performance and
economic condition when they are calculated for a series of
periods, which allows determining average indicators and
trends in one industry. As noted by A. Lusardi (2019) in his
work, the economic context is characterised by a sequence
of situations in which facts and phenomena affecting the
current company at all levels occur with unprecedented
speed and depth in history. These facts make it necessary, if
not essential, to create a reserve or bank of ideas designed
to maintain a stock of assets.

The authors B. Bui et al. (2020) pointed out that one
of the most important challenges in financial analysis is to
determine the impact of changes in the financial structure
on the cost of capital and firm value. Using an analytical
formulation and numerical examples, they conclude that
the cost of capital decreases with an increase in the debt
ratio. By modifying the input hypotheses, the conclusions
can be adjusted, expanding the range of specific situations
that lead to the development of new financial models.

In summary, despite high maintenance costs, Kyiv
Metro faces uneven development of profitability caused
by external economic factors, such as changes in market
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conditions, economic instability and fluctuations in de-
mand for public transport services. Significant fluctuations
in revenues from the lease of advertising space, which
demonstrate both a decrease and an increase in profits in
different years, confirm the need to adapt the strategy for
using these assets, including a review of pricing policy and
the introduction of new advertising formats. The impor-
tance of independent financial analysis for assessing the
situation and performance of the metro was identified, as
it provides a clear understanding of the financial position
of the enterprise and allows for further development and
optimisation of financial flows.

CONCLUSIONS

The study analysed the state and economic benefits of the
financial activities of the municipal enterprise Kyiv Metro,
and identified the main factors affecting its profitability; in-
cluding tariffs, passenger traffic and income from the lease
of advertising space. The analysis showed that income from
the lease of advertising space accounts for a significant share,
but its fluctuations from year to year require adaptation of
the strategy for using these assets to ensure stable income.

The study paid special attention to the panel data mod-
el, which allowed for an in-depth study of the relationship
between the main economic indicators of Kyiv Metro,
taking into account the impact of external factors such as
inflation, market volatility and passenger traffic dynam-
ics. This model provided a comprehensive analysis of the
company’s financial position, allowing for comparison of
indicators for different periods and identification of key
trends, including risks and opportunities for increasing
profitability. The results of the panel analysis showed that
with an increase in passenger traffic and advertising space

rental, there is an increase in profitability, but profitability
is significantly affected by fluctuations in external factors.
Additionally, the current assets of the enterprise were con-
sidered, which allowed assessing the efficiency of using the
resources of the subway. The results show that higher asset
turnover contributes to the financial stability of the enter-
prise, providing flexibility in the use of working capital to
cover operating expenses and investments in development.
At the same time, optimisation of the asset structure allows
the company to use its financial resources more efficiently,
which has a positive impact on its overall profitability. An
essential aspect of the study was also an independent finan-
cial analysis that provided an objective assessment of the
financial performance of the metro. This analysis helped
to identify weaknesses that require corrective measures, in
particular in the strategy for managing revenues from the
lease of advertising space.

Further research could focus on developing new fi-
nancial models to forecast the company’s profitability and
assess the risks associated with changing economic condi-
tions. Another important area is to improve the strategy of
using advertising space and search for additional sources of
income, which will increase the sustainability and efficien-
cy of the subway’s financial activities.
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AHoTAaLif. O67ik diHaHCOBMX pe3yIbTaTiB, 0COOIMBO B KOHTEKCTI OPEHAN PEKIAMHMX II/IOLI, € KPUTUIHO BOXK/INBUM
WA eheKTVBHOTO PO3BUTKY Ta po3LIMpeHH: ¢iHaHcoBoi AisnbHOCTI KuiBchbkoro MeTpomosniTeny B yMoBax mydposisanii
Ta COIlliaJIbHO-eKOHOMIYHNX 3MiH. MeTa JOCTI/KeHH:A — pO3IIAHYTY eKOHOMIvHi ItepeBaru ¢piHaHCOBOI JiANIbHOCTI
MeTpormnoniTeny micra Kuepa, BpaxoByouM BUHAM 30BHIIIHBOI peKlIaMu. Y JOCTi/I>KEHHI BUKOPUCTOBYBaINCh
MeTOAY eKOHOMIYHOTO aHaIi3y, iHIYKTUBHMIT, MOJIe/IIOBaHHA, IIOPiBHANBHMUIL. Pe3dynbTaty po60TH BUSHAYVIIN, LIIO
OpeHfla peKIAMHUX IUIOL CYIPOBOMKYETbCA BIUCOKUM IIPUOYTKOM iHAYCTpil 30BHINIHBOI peKIaMu Ta iHBeCTUIIIIT,
10 XapaKTEPU3YIThCs 3POCTAHHAM Ialysi B IIi/IOMY, OJJHaK He IIOKPMBAE€ BCiX BUTPAT KOMYHA/IbHOIO IMiJIIPUEMCTBA
«KuiBcpkuit MeTpomnoniten». MibkHapopiHi pexiaMHi areHIii Ta Mefjia-KoMIaHii MOXXyTb O6yTH 3allikaBieHi B iHBeCTUIiAX
Y PeKJIaMHi IJIONi, AKi € €IMHMUM 30BHIIIHIM HOcieM peknamu B KniBcbkoMy MeTponosniTeHi. KonkypeHnia cTae
iHTeHCUBHOIO B cpepax pekyaMy Ta TEXHOJIOTIN, IO BIUIMBAE HA JOXOMAM METPOIIONITeHY Bifi peknaMu. MicbKkuit
TepMiHa/Il MeTPOIIOJIiTeHY OXOIUIIOE PeKJIaMHi MaTepianu, po3MillleHi B CTaHIifIX Ta BaroHax, 1o 3a06e3NevyylTh
BUAMMICTD PeKTaMU JJIS TACAXUPIB i € BaXK/IVMBYIMM [JIA 3a/Iy4eHHA YBaru 1o OpeHpis. 3pocTaHHA PUHKOBOI BapTOCTI
LIMX peKJaMHUX IJION] CBIYNTD PO IXHiN IMOTEHLia /I iHBECTULI, 10 MOXKe IPUBEPHYTYU IHTEPEC BEHYYPHUX
KaIliTaJiCTiB O HOBUX IIPOEKTIB y 1ill cdepi. BuapneHo, mo ontuMisaliisa BUKOPUCTAHHA PeKIIAMHUX IUIOL MOXe
CYTT€EBO HifBUINUTY peHTabenbHicTh KniBcbkoro Merpononireny. Bcranosneno, mo gusepcudikanis pekiaMHUX
¢ opMaTiB Ta BIPOBaPKeHHA UPPOBNX peKIaMHIX HOCIIB MOXKe 301/IbIINTY IPUOYTKOBICTh METPOIIONITeHY IOPiBHAHO
3 TpaguuiiinumMu Metogamu. CIiBIpars 3 TOKaIbHUMY Oi3HeCaMI [JIs1 pO3MilljeHHsI PeK/IaMi MOXKe 301/IbILUTIL JOXO/I M,
Ta HOCYJINTH 3B’ 130K METPOIIOJITEeHY 3 MiCIleBOI0 I'POMafiolo. Pe3ynbratu OCIiKeHHA MOXYTh Oy TV KOPUCHUMMA LA
creniamicTiB 3 ¢piHaHCIB Ta €KOHOMIKM y cdepi IpOMaZCbKOTro TPaHCIOPTY A onTuMisanii ¢piHaHcoBol AisIbHOCTI
IiAIPMEMCTBA Ta MiABUIeHHA e(eKTUBHOCTI yIIpaB/IiHHA pecypcaMu

KntoyoBi cnoBa: indiaris; inBectunii; npnOyToK; peHTabeIbHICTh; KOMYHA/IbHE MiIIPUEMCTBO
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Abstract. In the modern business environment, business standards are a crucial tool for improving corporate governance
and strengthening trust in business associations. However, in Ukraine, their dissemination and implementation are at
an early stage, which necessitates a detailed analysis and adaptation of standards to local conditions. The purpose of the
present study was to cover the essence of business standards as a set of practical tools, to determine their role in improving
the economic efficiency of business associations. The study employed content analysis, the desk research method, the
case study method, and the interpretation method. The study found that modern business associations, which are a
continuation and development of the idea of cooperation, are created with the purpose of promoting the development of
entrepreneurial activity. The introduction of business standards as a set of practical tools is a major factor in improving
the economic efficiency of business associations. Standards can take the form of a general code of business ethics, a code
of professional conduct, a corporate code, a professional code, a code of interaction, etc., which are applicable in specific
areas of activity. The study found that the form and structure of business standards are determined primarily by the
characteristics of the business association, its organisational structure, development goals, and strategic vectors of the
management. However, in terms of content, they should cover the key principles and provisions that regulate corporate
relations in the association. The key components of business standards include a clearly defined mission and development
strategy, a transparent management system, financial stability, qualified personnel, an established system for assessing
the needs of members, and mechanisms for meeting these needs. The study emphasised that the introduction of business
standards can be a powerful tool for strengthening the capacity of business associations in Ukraine. It was substantiated
that standards can ensure the stable development of business associations, strengthen their influence on the government,
and contribute to the long-term growth of the business environment. The practical significance of the present study lies
in the fact that the presented proposals can become the basis for the implementation of business standards and contribute
to improving the efficiency of business associations

Keywords: cooperation; entrepreneurship; business standards; code of ethics; code of professional conduct; corporate
governance

INTRODUCTION

Global competition requires companies and business asso-
ciations to continuously improve their processes, increase
their productivity and efficiency. Many companies face the
problem of ineflicient resource management, lack of a clear
coordinate system, and unified practices that would enable
them to achieve sustainable growth. In this context, the in-
troduction of business standards as a set of practical tools
is a crucial factor in improving their economic efficiency.

However, not all business associations are aware of the po-
tential of business standards or have access to clearly formu-
lated and tailored solutions. The absence of a unified model
for implementing business standards that accommodates the
specifics of multiple industries often leads to inefficient use
of these tools, and sometimes even to their underestimation.

Thus, the problem lies in the need to develop approach-
es and solutions that would demonstrate the practical value
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of business standards for business associations, facilitate
their integration into internal processes and serve as a basis
for improving economic efficiency. Considering this, it is
significant to investigate business standards as tools for im-
proving the economic efficiency of a business association.

In foreign and Ukrainian literature, considerable at-
tention has been paid to the problems of functioning of
business associations, development, and implementation
of business standards. T.A. Hemphill (2023) noted that the
primary reasons for a company to join a business associa-
tion include “improving reputation and trust in business”,
as well as “the availability of quality standards, including
codes of ethics” that protect its members and directly affect
the legitimacy of the company in society. Analysing the re-
lationship between the code of ethics and the code of con-
duct of a business association, the researcher recognised
that business associations usually adopt either a code of
business ethics or a code of conduct, but rarely both stand-
ards. An industry code of business ethics is a set of values
that reflects the consensus moral views specific to a par-
ticular industry. A business association’s code of conduct,
based on the industry code of ethics, includes concrete
business practices and rules of conduct.

M. Kaptein (2021) considered a business code to be a
crucial method of self-regulation of a business association.
The researcher covered its content through the following as-
pects: formal nature - the business code must be approved
by the highest governing body of the association to ensure
its effectiveness; prescriptive nature — the business code de-
scribes not current, but rather desired behaviour (laws, mo-
rality, and ethics are key sources of prescriptive behaviour);
the business code covers a wide range of issues related to
the external and internal environment of the business as-
sociation (honesty, integrity, respect, compliance with laws,
relations with stakeholders, etc.). I. Fedets (2021) stated that
a business association is a hub for interaction and dissem-
ination of information, networking, exchange of ideas and
knowledge. At the same time, the effectiveness of business
membership organisations, their advantages and benefits
are facing challenges due to changes in business cooperation
models, digital transformation, and other factors.

In Ukraine, the topic of business associations and
standards for business associations has been explored to
a limited extent, which is explained by their novelty and
lack of prevalence. From the perspective of L. Yaremen-
ko et al. (2021), business associations are the result of
economic integration processes arising from the needs of
business entities and the possibility of effectively address-
ing economic and social problems. The researchers noted
an increase in the number of enterprises that combine
their production facilities, changing the structure of in-
teraction between them. One of the key conclusions of the
researchers was that the merger of enterprises enables the
creation of so-called clusters - integrated business struc-
tures that engage in coordinated activities. These clusters
are the result of economic processes that increase produc-
tion capacity and profitability.

O. Zarichna & V. Zelic (2022) focused on the code of
ethics as a separate type of business standards, emphasising
that in the context of Ukraine’s European integration, most
codes of ethics factor in the United Nations requirements
for responsible business conduct, which prescribe the
alignment of business strategies with basic principles in ar-
eas such as human rights, labour relations, environmental
protection, and anti-corruption. Overall, ethical business
practices form an integral part of sustainable development
and strong relationships with all stakeholders. O.M. Hon-
charenko (2024), recognising the code of ethics as a val-
uable means of self-regulation of business entities, fairly
noted that the codes of ethics of enterprises should reflect
the specific features of their functioning under martial law.
Accordingly, the codes of ethics should be amended. They
must include provisions prohibiting the conduct of busi-
ness in Russia or in countries that support it and prohibit-
ing cooperation with business entities of the aggressor state
and persons supporting them.

A. Petrova et al. (2024) substantiated that ethics not
only creates a positive image of companies but also increas-
es competition and trust among consumers and partners.
Modern ethical business practices are aimed at achieving
a balance between innovation and its impact on society by
addressing issues related to data privacy, cybersecurity, so-
cial justice, and sustainable development. At the same time,
the researchers emphasised that there are no universal
binding ethical standards, although the codes of conduct of
different companies are comparable.

Considering the global challenges related to transpar-
ency, efficiency, and responsibility of business associations,
it is becoming increasingly relevant to investigate the role
of business standards in corporate governance. Ukrainian
business associations face a series of challenges, including a
lack of systematic research on the adaptation of internation-
al standards to local conditions, insufficient training and
methodological support, and a lack of understanding of the
benefits of standardisation among market participants (Fe-
dets, 2021). A study of micro, small, and medium-sized en-
terprises (MSMEs) supported by the United Nations Devel-
opment Programme (UNDP) also shows strong potential
for the implementation of a voluntary standard for business
associations, highlighting the need for greater motivation
and organisational support. Thus, previous studies have
formed the basis for the investigation of business standards,
but left considerable room for the development of concrete
recommendations that would accommodate the specifics
of Ukrainian business associations.

The purpose of the present study was to examine the
nature of business standards and substantiate their signif-
icance for improving the economic efficiency of business
associations. The objectives of the study were to cover the
essence of business associations and substantiate their
role in improving economic efficiency through interac-
tion between different participants; analyse the theoret-
ical foundations and modern approaches to the use of
business standards in corporate governance; identify key
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components of business standards that are of practical val-
ue for optimising the activities of business associations.

MATERIALS AND METHODS

The study of the role of business standards as practical tools
for improving the economic efficiency of business associa-
tions employed a comprehensive approach that combined
both qualitative and quantitative methods of analysis. One
of the key tools of this study was content analysis, which was
employed to investigate the Voluntary Standard for Busi-
ness Associations in Ukraine (associations of micro, small,
and medium-sized enterprises) (Voluntary Standard, 2024)
to identify its individual components. The desk research
method was applied to analyse scientific publications and
documents related to the research topic (Introduction of
business conduct standards, 2019; Fedets, 2021). The use of
the case study method helped to provide concrete examples
of Ukrainian business associations and business standards.
The method of interpreting and comparing different per-
spectives on business associations and business standards
offered a better understanding of the subject matter, while
comparison of the opinions of other authors helped to
identify key points for further conclusions.

The source base of the study included materials of mod-
ern Ukrainian and foreign studies, the findings of which
were presented in scientific literature, periodicals, and in-
formation resources on the Internet, including informa-
tion from the websites of individual business associations:
All-Ukrainian agrarian forum (n.d.); Inter-industry asso-
ciation “Ukrteplokomunenergo” (n.d.); Ukrcement (n.d.).
The study examined the content and structure of the Code
of Business Conduct of the Ukrainian Agribusiness Club
(Ukrainian agribusiness club, n.d.) and the Code of Eth-
ics of the Ukrainian Chamber of Commerce and Industry
(Code of Ethics of the Ukrainian Chamber of Commerce
and Industry, n.d.).

The study employed the findings of the online survey
“Do Ukrainian Business Associations Need a Voluntary
Standard to Regulate Their Activities?” (Strykun, 2024),
conducted by the National Platform for Small and Medi-
um-sized Businesses (SMEs) within the framework of the
UNDP project “Strengthening MSMEs” Membership Busi-
ness Associations in Ukraine” from 24 September to 4 Oc-
tober 2024. The survey involved 44 respondents represent-
ing 41 business associations. The survey results were used
to assess the prospects for the development and implemen-
tation of the Voluntary Standard for Business Associations
in Ukraine.

RESULTS AND DISCUSSION
Cooperation has always been a valuable form of econom-
ic activity that brings people and organisations together to
achieve collective goals and meet consumer needs. It in-
volves joint actions aimed at efficient use of resources and
sustainable development through interaction and support.
The idea of creating cooperatives is based on the recogni-
tion that individuals or groups facing the same economic

and social challenges can achieve much better outcomes
if they work together. In this case, success is achieved not
through outside help, but through the pooling of their own
resources, the development of initiative, coordinated ac-
tions, and strict adherence to the established rules of joint
activities (Malik, 2023). Modern business associations are a
logical continuation and development of this idea.

Business associations are organisations created to pro-
mote the development of entrepreneurial activity (Dmytren-
ko, 2025). They create a platform for businesses to unite to
strengthen their competitive position, jointly address eco-
nomic challenges, and grow in the market. Analogous to
cooperation, which provides benefits through joint work
and resource sharing, business associations create condi-
tions for the mutual benefit of its members through con-
certed action and effective cooperation. Every tenth business
in Ukraine is a member of at least one business association.
Business associations are more likely to be comprised of
large and medium-sized enterprises, as well as enterpris-
es engaged in export and import activities, and less likely
to be comprised of micro and small businesses and those
not engaged in export and import activities (Fedets, 2021).

Business associations can exist in the form of public
associations (NGOs, public unions), industry associa-
tions, clusters, business clubs, chambers of commerce, or
other associations of entrepreneurs. In Ukraine, the oldest
business associations include the Association of Cement
Producers of Ukraine (Ukrcement) and the Inter-sectoral
Association for the Development of Heat Supply Systems
(Ukrteplocomunenergo). The Association of Cement Pro-
ducers of Ukraine unites enterprises and organisations of
the cement and asbestos cement industries. Its mission is
to protect the interests of Ukrainian clinker and cement
producers, as well as to represent the views of its mem-
bers on industry issues (Ukrcement, n.d.). The Ukrteplo-
comunenergo Intersectoral Association is a voluntary as-
sociation of heat generating, heat transporting, and heat
service organisations, production, research, design, and
repair companies. The purpose of the association is to
coordinate their activities to address the issues of energy
supply to Ukrainian settlements (Inter-industry associa-
tion “Ukrteplokomunenergo’, n.d.).

The Chamber of Commerce and Industry of Ukraine
(CCI of Ukraine) is a non-governmental, non-profit,
self-governing organisation that brings together legal en-
tities, individual entrepreneurs, and their associations on a
voluntary basis. The CCI of Ukraine provides legal aid and
information support to help businesses grow, adapt to mar-
ket changes, and interact effectively with international part-
ners. The CCI provides advisory services on foreign trade,
market assessment and business strategy development;
conducts independent quality and compliance assessment
of goods; valuation of movable and immovable property;
organises exhibitions, conferences, and seminars, etc.

Business associations also include NGOs, including
the All-Ukrainian Agrarian Forum, the National Platform
for Small and Medium Business, the Ukrainian Business
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Council Foundation, etc. For instance, the All-Ukrainian
Agrarian Forum unites the Agrarian Union of Ukraine, the
All-Ukrainian Agrarian Council, the All-Ukrainian Asso-
ciation of Village and Settlement Councils, the All-Ukrain-
ian NGO Ukrainian Agrarian Confederation, and the
Ukrainian Agribusiness Club Association. The purpose of
this public union is to protect the interests of its member
organisations and their partners, promote the development
of effective communication skills, defend common inter-
ests at various levels, and cooperate constructively with in-
ternational agrarian associations (All-Ukrainian agrarian
forum, n.d.). The Ukrainian Agribusiness Club unites over
200 leading agribusinesses in Ukraine, promoting the de-
velopment of agribusiness by providing information sup-
port, solving practical problems, and improving agricultur-
al policy. It is actively engaged in attracting investments,
improving the efficiency of enterprises, as well as informing
its members about changes in legislation and organising
training programmes for employees of agricultural compa-
nies (Ukrainian agribusiness club, n.d.).

Information on the legal form of a business association
helps potential members to better understand the content
of its activities. For instance, membership in a business
club will provide an opportunity to establish business con-
nections or receive training that is useful for business de-
velopment. Participation in a chamber of commerce and
industry will provide support on export issues or customs
procedures. In EU countries, business associations are the
key tool for influencing economic policy. In Ukraine, the
war has brought substantial changes to the operations of
many companies, but it has also opened opportunities for
business transformation. In these circumstances, business
associations must become real agents of change. Only by
joining forces can conditions be created for business de-
velopment in Ukraine, even in the most turbulent times
(Dmytrenko, 2025).

A prominent element of the success of business asso-
ciations is the introduction of business standards - a set
of practical tools that streamline processes, minimise risks,
and help achieve economic efficiency. Just as cooperation
once provided the foundation for building trust and co-
ordination among its members, business standards now
provide a framework that helps integrate best practices into
business processes, increasing their efficiency and produc-
tivity (Zinovchuk, 2019).

Business standards or business standards are norms
developed and voluntarily adopted by all participants in

an industry or sector of the economy to create a healthy
business culture and increase consumer confidence. These
standards can take the form of general codes of business
ethics or industry-specific codes of professional conduct.
Business standards define the rules for conducting business
and interacting with consumers (Introduction of business
conduct standards, 2019).

Business standards can be referred to in different ways:
code of professional ethics, professional code, code of busi-
ness ethics, code of conduct, code of interaction, corporate
code, etc. The crucial task of business standards is to set pri-
orities for target groups and ways to reconcile their inter-
ests. Business involves economic relations between many
stakeholders: customers, employees, shareholders, suppli-
ers, competitors, government, etc., and the root cause of
ethical problems in business is the conflicting interests of
these stakeholder groups (Pigosh, 2020).

As an example, the Code of Business Conduct of the
Ukrainian Agribusiness Club Association, which defines
the basic ethical standards for all its members. The Code
promotes socially responsible and efficient operations in
the Ukrainian agricultural market. According to the Code,
the members of the Association shall strictly follow the leg-
islation of Ukraine; respect the rights of counterparties and
competitors, guided by the principles of equality and good
faith; support fair competition; fulfil obligations on time
and in full; build relationships on trust and maintain their
reputation; understand the importance of a positive busi-
ness reputation; and promote effective interaction with the
authorities. Violation of the Code damages the reputation
and purpose of the Association and therefore is grounds
for expulsion from it (Ukrainian agribusiness club, 2025).

The UCCI Code of Ethics is based on core values
and principles, defines standards of activity and rules of
conduct for employees. Structurally, the Code of Ethics
includes the following components: mission and vision;
principles of activity; values; confidentiality; anti-corrup-
tion; countering the financing of terrorism; workplace safe-
ty; environment; communications on behalf of the UCCI;
documentation and information management; cost man-
agement; image of the UCCI; conflict of interest; unac-
ceptable actions; liability for violations (Code of Ethics of
the Ukrainian Chamber of Commerce and Industry, n.d.).
Table 1 presents the components of the Voluntary Stand-
ard for Business Associations in Ukraine (associations of
micro, small, and medium-sized enterprises) to assess the
level of their institutional development.

Table 1. Components of the Voluntary Standard for Business Associations in Ukraine

Components
of the Voluntary Standard

Contents

Organisational capability

An optimal organisational structure that corresponds to the scale of the business and the level
of development of the business association;
transparent and democratic management procedures

Services and activities

Ability to meet the needs of participants through the provision of quality services

Membership and representativeness

A policy that ensures that the benefits of membership are available to all members
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Table 1. Continued

Components
of the Voluntary Standard

Contents

External communications

Interaction with business, government agencies, and the public

Transparency and accountability

Openness of the association’s operational and financial activities,
accountability to its members and accessibility to the public

Source: developed by the author of this study based on Voluntary Standard (2024)

These components may have a varying priority for in-
dividual business associations, depending on their type,
orientation, and scale of activity. Each of these components
has a set of criteria for compliance with the standard. Thus,
the form and structure of business standards depend pri-
marily on the specifics of the business association, its or-
ganisational structure, development goals, and strategic
orientations of its management. However, in terms of con-
tent, they must include the fundamental principles and pro-
visions that regulate corporate relations in the association:
shareholder policy, ways to resolve conflicts of interest, ap-
proach to employees, social responsibility of the business

association to society, as well as the obligation to follow safe-
ty and environmental standards (Harun & Matyukh, 2018).

Business associations use the principles of cooperation
to organise joint activities, while business standards serve
as a tool to streamline these activities and make them more
efficient. They contribute to the creation of a harmonious
environment where companies and organisations can co-
operate, preserving their individuality, but at the same time
working according to general rules to achieve shared eco-
nomic goals. In practice, it is standards that help to trans-
form a business association into a more efficient and fo-
cused structure (Fig. 1).

Improve the overall efficiency of business associations

Ensure a clear focus of activities

Help to avoid internal disputes and misunderstandings

Facilitate the attraction of new members

Figure 1. Factors indicating the feasibility of using business standards

Source: developed by the author of this study

Clearly established rules and procedures allow focus-
ing on key objectives, reducing the risk of deviations in
work, and ensuring consistency in the execution of tasks.
As a result, the quality of services and products offered by
the members of the association is greatly improved, which
increases the trust of customers, partners, and investors.
One of the key advantages of business standards is the abil-
ity to prevent internal conflicts that often arise in complex
associations. Unified approaches to the distribution of re-
sponsibilities, use of resources, and decision-making create
a transparent system of interaction between participants.
This promotes harmonious work within the association,
minimises tensions, and ensures stability.

Furthermore, standards make an association more
attractive to new members. Clear and effective rules that
have already proven themselves in practice create a sense of

Recognition
of the need for a
standard

Background
analysis

Standard
development

orderliness and reliability. This motivates other businesses
or organisations to join the association, as they see it not
only as a growth opportunity, but also as an opportunity
to work within a system that guarantees stability and sup-
port. The creation and consolidation of a standard is a mul-
ti-stage and complex process, as it requires close cooper-
ation, strategic planning, and a pronounced level of trust
between all participants (Fig. 2).

The first step is to involve business representatives of
a particular industry or region in the development of the
standard. Their participation is not merely desirable, but
necessary, as they are the ones who best understand the
specifics of their industry, its main challenges and real
needs. This approach will ensure that the standard devel-
oped will be as adapted to the realities as possible and use-
tul for business stakeholders.

Standard
implementation

Communication
with stakeholders

Figure 2. Stages of business standard development and implementation

Source: developed by the author of this study
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For a standard to be effective, it is vital to clearly set
out its principles and functions in relevant documents. This
includes the development of internal policies, rules, and
procedures that underlie its implementation in business
associations. Documentation of the standard guarantees its
transparency and provides clear guidelines for participants
seeking to follow it. The introduction of business standards
and their compliance by all market participants involves
the use of a self-regulatory mechanism. A business associ-
ation independently develops, implements, and monitors
the implementation of a document that defines the rules of
business ethics or professional behaviour (Introduction of
business conduct standards, 2019).

A prominent role in the establishment of a self-regu-
latory system is played by identifying a leader or body that
will take responsibility for the development of the standard.
Such an organisation or entity must have credibility and
trust among industry participants, as it will coordinate the
process, develop compliance criteria, and confirm compli-
ance. Trust in the leader is a key aspect, as without it, busi-
ness associations will not be ready to adopt the standard
and adapt their activities to its requirements.

The development of a standard begins with a detailed
analysis of the preconditions, which helps to identify the
key challenges and opportunities for an industry or region.
At this stage, an understanding of the need to implement
the standard is developed, which motivates participants to
join forces to collaborate on the development of the stand-
ard. This is followed by the actual development of the stand-
ard, which accommodates the interests of all stakeholders
and defines the basic principles, rules, and procedures that
will form its basis.

Once developed, the standard moves to the imple-
mentation stage. At this stage, the members adapt to the
new rules, and their activities are checked for compliance
with the established requirements. Communication with
all stakeholders plays a special role in this process, ensur-
ing transparency of all stages, making it possible to clearly
explain the benefits of the standard and facilitating the in-
volvement of new members in the process. The development
and consolidation of a standard is not only a technical task,
but also a socio-economic process that helps build trust,
improve the efficiency of business associations, and create
a new culture of interaction in the business environment.

The process of joining a business standard depends
on many factors and involves understanding the needs
and identifying areas for improvement. For each business
association, this process begins with an analysis of its in-
dividual operations, identification of weaknesses, and an
understanding of how the implementation of a standard
can help solve their concrete problems or improve efficien-
cy. For example, a standard can help to optimise internal
processes, improve service quality, strengthen governance
mechanisms, or facilitate better coordination between the
association’s members.

It is vital to understand that standards are not limited
to governance aspects. They are a marker of leadership and

a demonstration of an organisation’s willingness to take
responsibility for its activities by following certain rules
and principles. Strict standards indicate the maturity of an
association and its commitment to achieving long-term
results. Adherence to the standard is evidence that the or-
ganisation is ready not only to integrate best practices but
also to work on its own improvement, contributing to the
overall development of the entire business environment.
The standard is voluntary for business associations. No or-
ganisation is obliged to join it until it reaches a certain lev-
el of maturity, when the need for standardisation becomes
apparent. At a certain stage of development, a business or
association begins to realise that further growth requires
a clear system of rules and procedures that will allow it to
coordinate its activities more effectively, attract new mem-
bers, and increase competitiveness (Introduction of busi-
ness conduct standards, 2019).

The basis for the successful functioning of business
associations is to guarantee their independence from the
influence of large enterprises that are members of the as-
sociation or its founders. This ensures equality, when each
member, regardless of the size of its contribution, enjoys the
same right to take part in decision-making. It is critical to
prevent situations where members who have made a larger
financial contribution try to monopolise management and
use the association in their personal interests. For this, it is
necessary to introduce effective checks and balances. For
example, the formation of an executive committee that in-
cludes representatives of both large and small enterprises,
with regular rotation. Furthermore, annual voting at gener-
al meetings, such as the General Assembly or other forums
of participants, enables democratic governance and consid-
eration of everyone’s position.

At the same time, the standard sets certain boundaries
by dividing business associations into those that meet cer-
tain criteria (“good”) and those that have yet to meet these
criteria (“conditionally bad”). However, the task of business
associations and the standard as a tool is not to cut off in-
itiatives or block the development of individual business
units, but rather to stimulate grassroots initiatives and facil-
itate their gradual rise to the level of institutional capacity.
It is essential to provide new and weaker players with clear
guidelines that will help them grow stronger year after year.
These serve as “beacons” that show what works and what
does not, where progress has been made and where more
effort is required. This approach creates the conditions un-
der which all members of the association can develop in
line with their potential. This positively effects the overall
dynamics, as strengthening weaker members contributes to
stability, increases representativeness, and supports the sus-
tainable development of the entire business environment.
In this context, a business standard plays the role of not
only a regulatory tool, but also a means of motivation and
support aimed at the long-term efficiency and success of
business associations (Voluntary Standard, 2024).

Another vital condition for the effective functioning
of the standard is the availability of clear mechanisms to
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confirm compliance with the established requirements. The
standard itself, even if it is carefully crafted, will stay only a
formal document if it does not provide tools for verifying
and monitoring compliance. This means that an internal
policy should be developed that clearly outlines the rules,
criteria, and procedures that help determine whether an
organisation is compliant with the standards. Without such
an approach, any assessments can be subjective, which will
greatly complicate the verification process and create room
for misunderstandings or even manipulation.

The mechanism for monitoring compliance with the
standard is a key element to ensure its effectiveness and
trust on the part of participants. First of all, it is crucial
to determine the approach that will be used to assess
compliance. One option is the self-regulation model,
when organisations independently assess their activities
according to the established criteria. Such an approach
will be effective if there is trust between the members of
the business association and a strong level of responsibil-
ity. Another mechanism is the involvement of a collegial
body or an independent organisation that assumes the

control function. This helps to ensure the objectivity and
transparency of the process. Such structures can act as
accreditation organisations, assessing the compliance of
participants with the standard, and confirming their sta-
tus within the business network. Independent control not
only strengthens the credibility of the standard but also
creates further incentives for organisations to follow the
established norms.

The procedure for assessing compliance with the
standard should include both quantitative and qualita-
tive indicators. Quantitative indicators help to accurately
measure the organisation’s achievement of the established
requirements, such as the volume of completed projects or
financial transparency. Qualitative indicators help to assess
compliance with ethical principles, the quality of govern-
ance, or the level of satisfaction of clients or members. A
balanced combination of these indicators ensures a com-
prehensive assessment of an organisation’s compliance with
the business standard. Table 2 presents the quantitative and
qualitative indicators that can be used to assess the compli-
ance of a business association with the standard.

Table 2. Quantitative and qualitative indicators for assessing compliance with the business standard

Quantitative indicators

Qualitative indicators

Total revenue of an organisation for a certain period

Assessment of employees’ professional knowledge
and attitude towards their duties

Indicator of the efficiency of the use of an organisation’s assets,
calculated as the ratio of gross income to average assets

Average time spent on processing customer requests

Assessment of stakeholder access to financial and other reports

Assessment of the compliance of the organisation
and its employees with the established ethical standards

Number of successfully completed projects over a certain period

Assessment of the quality of service provided to customers
based on a survey or feedback

Source: developed by the author of this study

Furthermore, effective control involves an accredita-
tion system, where a higher-level organisation recognises
those who meet the standards. Participants who pass the
accreditation procedure receive official confirmation of
their compliance, which gives them the opportunity to join
the general network and enjoy its benefits. This not only
raises the prestige of the organisation but also creates an
environment for mutual learning and experience exchange.

While business standards are not yet widespread in
Ukraine, the process of their implementation has already
begun to gain momentum, and this can be considered a
major step towards improving the governance of business
associations. The results of an online survey conducted by
the National SME Platform within the framework of the
UNDP project “Strengthening MSMEs’ Membership Busi-
ness Associations in Ukraine” (Strykun, 2024) revealed that
respondents’ opinions were divided on the issue of readi-
ness to implement the standards, but most of them believed
that this standard is necessary for Ukraine, and most busi-
ness associations were ready to implement it (Fig. 3). Over-
all, the survey showed a strong interest in the idea of devel-
oping a standard, although there were certain concerns and
challenges related to its implementation.

= Difficult to answer

= Rather not needed
Not needed at all
At this time, it is essential
for organisations to exist
and work as such

" Yes, very much needed

® Rather needed

S

Figure 3. Readiness to implement the standard
Note: the figures in the graph reflect the number of respondents
who took part in an online survey conducted within the framework
of the UNDP project “Strengthening MSMEs Membership
Business Associations in Ukraine”
Source: developed by the author of this study based on the online
survey conducted by H. Strykun (2024)

When analysing the survey results in terms of the com-
ponents of the business associations’ performance stand-
ard, the participants paid the most attention to the strategic
vision and management efficiency. The highest score among
all the criteria was given to the need for a clearly defined
mission, a vision of the future, a developed and adopted
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development strategy, and a clear positioning of the busi-
ness association — 2.60 points. This underlines the signif-
icance of a focused approach to planning and operation,
which ensures clarity in defining goals and ways to achieve
them. A pronounced level of significance was also given to
a well-established system for studying the needs of the or-
ganisation’s members and assessing their satisfaction. This
criterion, as well as the need to have qualified staff, clearly
defined employee functions and an effective HR manage-
ment system, received the same score of 2.55 points. This
suggests that high-quality internal organisation and focus
on the needs of business associations’ members are key fac-
tors in their successful operations.

At the same time, the lowest scores were given to issues
related to financial sustainability and representativeness.
For instance, the representativeness of business associations
in terms of industry or territory received only 2.10 points.
The issue of diversified and predictable sources of income,
i.e,, fundraising, was rated at 2.21 points. The approved
budget and mechanisms to ensure its stability received a
slightly higher, but still low score of 2.26. This indicated
that even though financial sustainability and representa-
tiveness were significant aspects, they were not perceived
as priorities in the development of business associations.
The survey findings confirmed that for entrepreneurs to
maximise their potential, effective platforms for coopera-
tion, exchange of practices, and protection of interests must
be created. This is exactly the role of business associations.

The findings of the present study were consistent
with the findings of Ukrainian and foreign researchers.
The opinion of P.S. Sinehub (2022) on the role of business
communities as cross-sectoral associations that include
representatives of small, medium, and large businesses is
valuable for understanding how business associations con-
tribute to improving economic efficiency and sustainability
of business activities. The researcher emphasised that such
associations not only protect the rights of their members
but also help to establish effective communication between
entrepreneurs and government agencies, which contributes
to the creation of favourable conditions for doing business.
This is crucial in a time of rapidly changing legislation and
economic instability. One of the key advantages highlight-
ed by PS. Sinehub was the reduction of risks by sharing
them among the members in a large project, which allows
each business to reduce individual liability and gain access
to larger, more complex projects that open opportunities
for faster time to market and higher returns. Such diver-
sification enables companies with different resources and
strategic goals to create joint products or services that help
attract a larger audience and create economic synergies.
However, in such circumstances, each member sacrifices
some autonomy, as decision-making often requires coordi-
nation with other partners.

Considering the activities of business associations
in the context of self-regulation, the researcher empha-
sised that this involves the establishment of formalised
“rules of the game” for participants in a concrete market

segment, including sanctions for violation of these rules,
mechanisms for resolving conflicts between market partic-
ipants, which to some extent limit the freedom of economic
agents. The researcher interpreted formalised rules to mean
rules prescribed in an official document. This is significant
because formalising the rules helps to ensure a level playing
field for all participants and reduces the possibility of unfair
competition. Establishing such rules helps to create a trans-
parent business environment, which is a major factor in
attracting new members to a business association and en-
sures stability in the market. However, self-regulation may
impose certain restrictions on the freedom of economic
agents. Established rules, sanctions, and conflict resolution
mechanisms can limit the scope for innovation and flexi-
bility in business management. Businesses, especially small
businesses, may feel pressure to follow strict rules, which
may reduce their ability to adapt to market changes or new
opportunities. Thus, while P.S. Sinehub (2022) emphasised
the considerable benefits of business associations in reduc-
ing risks and improving access to new opportunities, the
balance between self-regulation and freedom of economic
agents is critical to maintaining innovation and adaptabil-
ity in a competitive market.

The position of O.Yu. Vinnikov (2017) on non-profit
business associations as an effective tool for implementing
joint efforts of small and medium-sized enterprises deserves
attention, as the researcher emphasised the value of coop-
eration in a competitive market. The distinction between
various legal forms of non-profit business associations, such
as public organisations, chambers of commerce and indus-
try, associations and self-regulatory organisations, offered
insight into their breadth and diversity. Each of them has
its unique specifics and areas of activity, but they all have
a shared purpose - to protect the rights and freedoms of
their members and ensure favourable conditions for doing
business. However, considering the non-profit nature of
these business associations, the question of their effective-
ness may arise. In this regard, one of the principal tasks of
such associations is to find and use alternative mechanisms
to attract resources and support members. The researcher
interpreted the purpose of business associations as ensuring
effective protection of the economic and social interests of
their members. This is a crucial aspect, as small and me-
dium-sized businesses often face problems related to high
tax rates, complex bureaucracy, or insufficient support from
the state. In business associations, entrepreneurs can receive
legal support, lobby for their interests at the government
level, and share experiences and resources, which greatly
reduces individual risks and helps achieve collective goals.

U. Berezhnytska (2021) examined business associ-
ations in the context of supporting and developing small
and medium-sized enterprises. The researcher condition-
ally grouped SME support institutions into five main types:
entrepreneurship support funds, business innovation
centres, business centres, business incubators, and associ-
ations of entrepreneurs. This categorisation allows clear-
ly outlining the variety of instruments used to promote
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entrepreneurship, each of which has its specific functions.
However, it is worth focusing on the role of business asso-
ciations, which include associations, unions, alliances, ad-
visory and coordination councils, and clusters. According
to the researcher, they contribute to lobbying for business
interests, the development of certain industries and activi-
ties, and organise educational events that help raise aware-
ness of entrepreneurs. The researcher noted that lobbying
for business interests at the level of government agencies
is a valuable mechanism for small and medium-sized en-
terprises. In this case, business associations act as a kind of
intermediary between government agencies and business,
trying to influence the creation of more favourable con-
ditions for doing business. In terms of the significance of
developing certain sectors of the economy, business asso-
ciations can become centres for the development of inno-
vative ideas and contribute to the creation of new markets.
The role of associations and unions is essential in this pro-
cess, as they can mobilise the resources of their members to
solve shared problems, such as access to the latest technolo-
gies or funding for innovative projects. The educational ac-
tivities of business associations also have immense poten-
tial to improve the level of entrepreneurship development.
Organising trainings, seminars, consultations, and other
educational events can help improve the skills of business
association members, which helps them run their business
more efficiently, optimise processes, mitigate risks, and take
advantage of new opportunities for growth. However, apart
from the positive aspects, there are certain challenges for
business associations. For instance, coordination between
multiple members of the associations can be complicated,
as each business has its unique needs and strategic goals. It
is vital for business associations to find ways to balance the
interests of large and small businesses, and to promote the
creation of conditions for cooperation between different
sectors of the economy.

O. Dmytrenko (2024) identified the reasons for the
creation of business associations: elevated levels of bureau-
cracy, corruption, complex tax regulation, and insufficient
support for micro, small, and medium-sized businesses. The
researcher concluded that in such conditions, an individual
entrepreneur cannot influence systemic change, while busi-
ness associations have a better chance of developing entre-
preneurship, as compared to companies operating alone,
business association members have access to education
and information, joint implementation of large projects, a
network of contacts, up-to-date information on grants and
support, advocacy, collective protection, apparent market-
ing advantages, and mentoring. While the present study also
discussed the undoubted benefits of business associations,
there is also a risk that they may create barriers for entre-
preneurs who are not members of a business association,
which could limit competition and market development.

The principles of self-regulation defined by A.O. Sosh-
nikov (2024) are another notable aspect of business asso-
ciations. The researcher investigated business associations
as self-regulatory systems. According to A.O. Soshnikov,

self-regulation as a form of management and self-control
of business associations reduces administrative pressure on
business and contributes to raising the standards of busi-
ness activity and protecting the interests of consumers.
Voluntary self-regulation is an indicator of the maturity of
companies that are ready to unite and take on extra obli-
gations. Such self-regulatory business communities form
long-term cooperative relationships aimed at continu-
ous improvement of products, their personal production
and management processes, and can establish formalised
rules for regulating their activities. However, self-regula-
tion can limit the freedom of economic agents, which can
be challenging for those used to working autonomously.
Still, self-regulation allows raising business standards and
reducing administrative pressure on companies, which is
crucial in countries with an elevated level of bureaucracy.

A.O. Soshnikov (2024) and A. Avrampou et al. (2019)
also examined the factors that led to the readiness of mod-
ern business to merge both within and between industries:
various external challenges and threats, and a rethinking of
the role of business in society. The researchers emphasised
that one of the key tasks of a business association is to de-
velop and implement uniform standards and rules, and to
monitor their compliance by all members of the association.
Business standards (rules of professional conduct, codes of
ethics, and other acts) determine the general trajectory of
the business and apply to the activities of all members of
the business association. When developing rules of profes-
sional ethics in certain areas or industries, the researchers
proposed to use the principles and rules of corporate so-
cial responsibility (CSR), which must consider the princi-
ples of responsible business and sustainable development.
W.J. Donoher (2017) and F. Rosati & L.G.D. Faria (2019)
also highlighted the significance of implementing sustaina-
ble development strategies and creating value for all stake-
holders. The opinion of the above-mentioned researchers
that the CSR institution and sustainable development are
critical elements of modern corporate ethics is notable. Re-
flection of CSR principles in business standards contributes
not only to improving management efficiency, but also to
business development overall, allowing business associa-
tions to be more sensitive to social and environmental re-
quirements. This is also in line with the general trends of sus-
tainable development that are actively gaining popularity.

It is worth addressing the opinion of S.M. Byars &
K. Stanberry (2018) on the role of compliance with busi-
ness ethics standards to reduce the risks of illegal activities.
The researchers correctly pointed out that compliance with
ethical standards helps to minimise the risks associated
with illegal activities, including bribery, embezzlement, and
fraud. Transparent and clearly defined ethical standards
help to avoid such situations, creating a basis for honest
and trustful interaction with all stakeholders. Furthermore,
the researchers emphasised that compliance with corporate
codes of ethics helps to build trust between the compa-
ny, its partners, and consumers. The introduction of clear
ethical principles and their adherence builds consumer
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confidence in a business association, which contributes
to more stable and long-term partnerships and increased
customer loyalty. In terms of investment attractiveness, ad-
herence to strict ethical standards is a valuable indicator
for potential investors. Companies that adhere to ethical
standards reduce investment risks and demonstrate their
readiness to conduct business transparently. Investors are
often looking for stability, minimisation of possible legal
problems, and reliability of partners, with ethical stand-
ards being a crucial factor in attracting investment in this
context. overall, the opinion of S.M. Byars & K. Stanberry
is logical and convincing: compliance with business ethics
standards not only helps to avoid negative legal and finan-
cial consequences, but also contributes to the stable devel-
opment of the company and the formation of trust on the
part of partners and consumers, which positively influenc-
es its investment attractiveness.

M. Babri et al. (2019) analysed the evolution and
trends in research on codes of ethics for 2005-2016, prov-
ing to be a valuable study, as codes of ethics have become an
integral part of modern corporate governance and business
practices. The researchers analysed changes in approaches
to the investigation of this issue, reflecting global transfor-
mations in the business environment, and considered new
areas that were relevant during this period. One of the key
trends noted by the researchers is a change in the methods
of researching codes of ethics. Whereas previously most
studies were focused on legal or formal analysis, after 2005
they were more focused on the impact of codes on em-
ployee behaviour, company culture, and ethical standards.
This meant that research approaches were shifting from the
theoretical to the practical level, with an emphasis on real
business processes and the application of ethical standards
in the daily operations of companies. The researchers con-
sidered new areas relevant to the subject under study, as-
pects of the impact of codes of ethics on decision-making
in the context of ethical dilemmas and social and cultural
challenges faced by companies. Considerable attention was
also paid to the methods of implementing codes of ethics.
Whereas previously it was sufficient to formally introduce
such a document, the effectiveness of codes of ethics now
largely depends on how they are implemented in the or-
ganisational culture, whether there are control mechanisms
and whether there is a constant dialogue between manage-
ment and employees on ethical standards.

Thus, the conducted study confirmed that the intro-
duction of business standards in the activities of business
associations is an essential tool for increasing their eco-
nomic efficiency and competitiveness, which helps to op-
timise internal processes, improve resource management,
increase transparency, and build trust among consumers.

CONCLUSIONS
The conducted study performed a comprehensive anal-
ysis of theoretical foundations and modern approaches
to implementation of business standards by business as-
sociations. The study confirmed that business standards

are a valuable tool for optimising management process-
es and improving the efficiency of business associations.
Their application helps not only to improve internal or-
ganisation but also to strengthen the trust in associations
on the part of entrepreneurs, government agencies, and
consumers. The key components of business standards
that are of practical value to business associations include
a clearly defined mission and development strategy, clear
positioning, a system for studying the needs of members,
transparent financial management, and a well-established
performance evaluation system. The form and structure of
business standards mainly depend on the specifics of the
business association, its organisational structure, develop-
ment goals, and the management’s vision of the business
association’s development strategy.

The development and implementation of a standard
includes the following stages: assessment of the initial
conditions, awareness of the need for a standard, devel-
opment of the standard itself, and interaction with stake-
holders. Implementation of business standards and ensur-
ing their compliance by all market participants involves
the use of a self-regulatory mechanism, whereby a busi-
ness association independently develops, implements,
and monitors compliance with the established standards.
Of particular value is the mechanism for confirming
compliance with the standard, which must be based on
objective and transparent criteria and accommodate the
specifics of each organisation’s activities. Business stand-
ards have not yet become widespread in Ukraine, but the
process of their implementation is already intensifying.
An analysis of the results of a survey conducted by the Na-
tional SME Platform revealed that most respondents were
ready to implement such standards. The key components
of the standard included strategic planning and manage-
ment effectiveness, along with a well-established system
for studying the needs of members of organisations and
assessing the level of their satisfaction.

Thus, business associations in Ukraine have a strong
potential to increase economic efficiency through interac-
tion between multiple participants and the implementation
of clear standards and ethical norms. Joint activities within
such associations help to reduce risks, improve communi-
cation with government agencies, and ensure sustainable
conditions for business development, which is crucial in
crises. Further research should focus on the long-term ef-
fects of business standards and identify specific factors that
influence the success of their adaptation in various cultural
and economic contexts.
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BisHec-cTaHAapT AK Habip NpakKTUYHUX IHCTPYMEHTIB AN
nigBMLLEeHHA eKOHOMIYHOT epeKTUBHOCTI 6i3HeC-06’eqHaHHS

OneHa Koporon
AcnipaHT
HaLioHanbH11 yHIBEPCUTET BIOPECYPCIB | MPUPOLOKOPUCTYBaHHS YKpaiHW
03041, Byn. l'epoiB O60poHK, 15, M. KuiB, YkpaiHa,
https://orcid.org/0009-0004-5604-320X

AHOTALLf. Y cydacHUX yMOBaX PO3BUTKY Mi/JIIPMEMHNUIITBA Oi3HEC-CTAHAAPTH € BXX/IMBYUM {HCTPYMEHTOM ITifIBUILIEHHS
eeKTVBHOCTI KOPIIOPAaTMBHOTO YIIPaB/IiHHA Ta 3Mil[HeHH JOBipu 10 6i3Hec-00’eqHaub. [Iporte B YkpaiHi ix nommpensa
Ta BIIPOBAJPKEHHA IepeOyBaloTh Ha IOYATKOBII cTazil, 1110 3yMOBIIIOE HeOOXiHICTD leTaIbHOTO aHaIi3y 1 afanTanii
CTaHJAPTIB [0 MicIjeBUX yMOB. MeTa HOCTi/KeHHs HOJIsArana y pO3KPUTTI CyTHOCTI 6i3Hec-CTaHAAPTIB 1K HabOpy
IPaKTUYHUX IHCTPYMEHTIB, BU3HAYeHHA X pojii y miiBUIleHHI eKOHOMIYHOI e(heKTUBHOCTI 6i3Hec-00 efHaHb. Y cTaTTi
BIMKOPYICTAHO KOHTeHT-aHai3, MeTofi Desk research, metop Case study, Merop iHTeprperanii. BcranoBieHo, o cy4acHi
6i3Hec-06’eHAHHA, AKi € IPOJOBXXEHHAM i pO3BUTKOM ifiel koonepaliii, CTBOPIOIOTHCS 3 METOIO CIIPUAHHSA PO3BUTKY
HignpueMHNIBKOI fifnbHOCTL. BipoBamKeHHA 6i3Hec-CTaHAAPTIB, K HAOOPY NPAKTUYHUX IHCTPYMEHTIB, € BaXX/IMBUM
YYHHUKOM IiJIBUIIeHHS eKOHOMIYHOI e(peKTUBHOCTI 6i3Hec-00’enHanb. CTaHZAPTH MOXKYTh iCHyBaT! y BUIJLAJ] 3ara/IbHOrO
KOZIEKCY AIIOBOI eTHKY, KOIeKCy IIpodeciiiHol HOBeiHKY, KOPIIOPATUBHOTIO KOJEKCY, IPOdeciilHOro KOeKCy, KOJeKCy
B3aeMOfii Ta iH., o AiI0Th B okpeMux cepax gisnpHOCTI. [JocmimkeHHa BUABNIO, o ¢popMa i cTpykTypa b6isHec-
CTaHJ[JapTiB BU3HAYAIOTHCA, B IIEPIIY Yepry, XapaKTepucTuKamu 6isHec-00’eJHaHH, JI0T0 OpraHisaliifHOI CTPYKTYpOIO,
IUIAMM PO3BUTKY Ta CTPATEriYHMMI HaIIpsIMaMM Ais/IbHOCTI KepiBHMITBA. OfHAK, 3 TOUKI 30py 3MICTY, BOHM HOBMHHI
OXOIUIIOBATH K/IFOUOBi IPMHUMIINA Ta IIOJI0KEHHS, AKi BUKOHYIOTb POJIb PEryI0BaHHA KOPIIOPATUBHUX BiTHOCKH B
06’epHanHi. Kiro4oBrMy koMoHeHTamMy 6isHec-CTaHAAPTIB €: YiTKO BU3HAYeHa Micif Ta cTpareris po3BUTKY, Ipo30opa
CHCTeMa yIpaByIiHHA, ¢piHaHCOBa cTabiIbHICTD, KBaTihiKoBaHMII IepCOHAJI, HaJIaTOfKeHa CHCTeMa OL[iHIOBaHHA II0Tped
YIeHiB i MeXaHi3MI 3aI0BOJIEHHS LMX IOTPe6. AKIIEHTOBAHO YBary, [0 BIIPOBaJXKeHH:A 6i3HeC-CTaH/IapTiB MOXKe CTaTH
MOTY>KHVIM IHCTPYMEHTOM JJI 3MilJTHeHH: CIIPOMOYKHOCTI 6i3Hec-06’eiHaHb B Ykpaini. OOIpyHTOBaHO, 110 TaKi CTaHAAPTH
31aTHi 3a6e3meun Ty cTabiIbHUIT pO3BUTOK Oi3Hec-00’€HAHD, TOCYINTH IXHIil BIVIMB Ha BIaJly, CHIPYUATYU JOBIOTPUBAJIOMY
3pocTaHHIO 6i3Hec-cepenoBuina. IIpakTiyHe 3HAYeHH: TOC/IPKEHHA MO/IATAE B TOMY, 11O IIPOIO3MIIil aBTOpa MOXKYTh
CTAaTM OCHOBOIO [IsI BIPOBAIKEHH Oi3HeC-CTAHAAPTIB, CIPUATI HifBUIEHHIO eeKTUBHOCTI 6i3Hec-06 efHAHD

KntoyoBi cnoBa: koomeparist; mifIIpNEMHUIITBO; CTAHAAPTY BefieHHs Oi3HeCy; KOJEKC eTVKIL; KOJeKC mpodeciiiHol
IIOBEJiHKM; KOPIIOPATMBHE YIIPAB/IiHHA
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Abstract. The relevance of the topic is due to the influence of the Internet on all spheres of life and business, which
requires printing enterprises to adapt their economic and marketing processes to modern realities. The aim of the work
was to study the impact of the Internet on the economy and marketing of printing industry enterprises in the context
of general digitalisation and popularisation of electronic publications. The theoretical basis of the study were scientific
works of Ukrainian and foreign scientists-theorists in the study of adaptation processes of printing enterprises to the
new information environment, and the main scientific methods - the method of system analysis, strategic planning
(SWOT-analysis), updating and periodisation. The results of scientific work were the assessment of the degree of influence
of the World Wide Web on the activities of printing enterprises in the context of assessing their economic and marketing
indicators, as well as finding potential ways of development of the printing industry of Ukraine through the integration
of publishing and printing enterprises in the Internet environment, as well as attracting attention and updating the study
of the current issue. The significance of the results obtained is presented in highlighting the prospects of development of
the publishing and printing industry of Ukraine due to the process of integration and the need for interaction of printing
enterprises with electronic tools of communication within the framework of the World Wide Web. The study demonstrated
that despite the crisis phenomena caused by the Internet, the printing industry of Ukraine retains significant potential for
turther development due to the integration of digital technologies. The introduction of innovative production systems,
such as Industry 4.0, and the active use of Internet marketing to expand advertising opportunities and increase the
competitiveness of enterprises are suggested as ways of modernisation. The results of the study can serve as a basis for the
development of new business models adapted to the conditions of the digital market

Keywords: Internet marketing; printing industry; economic efficiency; digital transformation; innovative printing
technologies

INTRODUCTION
The relevance of the study of the impact of the World Wide = models based on traditional methods are no longer able
Web on the economics and marketing of printing enterpris-  to compete without the introduction of modern Internet
es is due to the global changes that have occurred asaresult  innovations. Printing companies are faced with the need
of digitalisation and the introduction of Internet technol-  to adapt their marketing strategies to remain competitive
ogies. With the rapid growth of the online space, business  and meet the needs of the digital market. The decreasing
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demand for printed publications and the growth of elec-
tronic communication between producers and consumers
requires a rethinking of the ways of promotion and interac-
tion with customers. Thus, the study of the mechanisms of
the Internet’s impact on the printing industry is crucial for
determining further strategies for the industry’s develop-
ment in the context of digital transformation.

Studying the issue of the impact of digital technologies
on printing enterprises, researcher O. Shapovalov (2024),
noted the decline in demand for printed publications. The
crisis of the publishing and printing industry caused by the
spread of the Internet is also noted by Kh.B. Kulchytska &
M.R. Semeniv (2023), emphasising that there is a tendency
of decline in the volume of printed matter and also noting
the decrease in the number of printing companies. The glob-
al situation caused by the worldwide coronavirus pandemic
has also led to a shift in consumer engagement in favour of
the Internet and online businesses. Researchers G. Gamprel-
lis et al. (2021) observed that there is a downward trend in
the number of printed books and newspaper publications.
However, at the same time, there is a significant growth in
the areas of printing of advertising materials, packaging, and
labels as the number of products on the market is increasing
all the time. Ya.V. Bruyaka (2024) focused her study on the
problems associated with the lack of development of digi-
tal competencies of workers in the printing industry. The
researcher came to the conclusion that it is informal edu-
cation (courses, trainings, seminars, webinars, masterclass-
es) of printing specialists that plays an important role in
modern conditions, as it is the most accessible to the public
and can provide an increase in their level of knowledge in
short terms. A. Kvasko & O. Sukhorukova (2023) described
the trends of the modern printing sphere. The researchers
were able to establish that in 2022-2023, there is a decrease
in the volume of printed publishing products, namely news-
papers and magazines, the number of electronic copies
increases, which contributes to the reduction of the oper-
ating cycle, as well as reducing the costs of the enterprise.

Many researchers insist on the need to change the
marketing strategies of enterprises in the publishing and
printing industry. Thus, in her research paper, E. Kasumo-
va (2020) insisted that the marketing strategy of printing
enterprises in Ukraine should introduce mechanisms of
systematic electronic marketing, using such tools as con-
textual advertising on the Internet, SEO-promotion (Search
Engine Optimisation — a mechanism of website promotion,
with its optimisation for search engines) and SMM-pro-
motion (Social Media Marketing - marketing promotion
in social networks). The mechanisms used by Ukrainian
printing enterprises are somewhat outdated, which leads to
even greater lagging behind publishing and printing com-
panies from the rapidly developing Internet and electronic
publications. The printing business needs to adapt to new
realities by mastering new technologies and finding ways to
integrate print and electronic communications.

The purpose of the research work was to study the
mechanisms of influence of the World Wide Web on the

economy and marketing of printing enterprises. The nov-
elty of the research work is the coverage of the topic of the
process of integration and interaction of publishing and
printing enterprises with the processes of digitalisation and
development of the Internet, which will give grounds for
the formation of new ways of development of the printing
industry of Ukraine.

MATERIALS AND METHODS
The methodological basis of the research covered the meth-
ods of statistical analysis, which were used to assess the state
of the printing industry on the basis of quantitative indica-
tors. In particular, data from the State Statistics Service of
Ukraine (n.d.), the Ministry of Finance of Ukraine (n.d.) and
the Ministry of Economy of Ukraine (n.d.) were used to ana-
lyse the dynamics of the number of enterprises and volumes
of products produced. Advertising market indicators pro-
vided by leading advertising agencies and research organi-
sations, such as All-Ukrainian Advertising Coalition (n.d.)
and information websites Reklamaster (n.d.) and Market-
er.ua (n.d.), were also considered. Statistical data included
quantitative indicators of the development of the printing
industry of Ukraine for the period from 2015 to 2023, the
dynamics of changes in the number of enterprises and the
volume of sold products. These data were used to analyse
the state of the industry and form conclusions regarding
key trends and challenges. The research period was limited
to the year 2023, as statistical data on the number of print-
ing industry enterprises and the results of their economic
performance had not been published at the time of writing.

In the course of the work, graphical and mathemati-
cal methods were used to create charts that displayed the
changes in the number of enterprises, volumes of prod-
ucts produced and the dynamics of the advertising mar-
ket. These charts were used to visualise key trends and to
facilitate data comprehension. SWOT analysis was used
to identify the strengths and weaknesses of the Ukrainian
printing industry, as well as opportunities and threats re-
lated to the external environment, including the impact of
the Internet and digital technologies. This analysis helped
to formulate strategic recommendations for further de-
velopment of printing enterprises in the context of digital
transformation of the market.

In addition, the study applied general scientific methods
of system analysis, comparison, and grouping. The meth-
od of system analysis was used to study the relationship
between changes in the printing industry and the develop-
ment of Internet technologies. The method of comparison
helped to compare the development indicators of the print-
ing industry in different time periods, as well as between
different market segments. The grouping method made it
possible to classify printing industry enterprises according
to the degree of their adaptation to new market conditions.

RESULTS AND DISCUSSION
The printing industry is a socially important branch of
the country and directly depends on the socio-economic
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stability of the society and is extremely vulnerable in the
conditions of economic instability. The development of in-
formation technologies creates new challenges for produc-
tion enterprises in all countries of the world. The influence
of the World Wide Web on the printing industry is quite
strong. Today’s rapid development of digital technologies
and constant improvement of visual information dissemi-
nation processes raise the issue of relevance and efficiency
of printed products.

The modern market of printing services is quite ambig-
uous. According to the conducted research, the main vol-
ume of printed products of printing enterprises previously
accounted for fiction, newspapers, and magazines. It is not
worth ignoring the fact that more and more people prefer
electronic media, whether it is news publications or fiction,
which has led to a significant decrease in demand for print-
ed publications and, consequently, to a decline in the pro-
duction of this type of products. At the same time, there has
been a marked shift in the industry towards the production
of promotional materials. The printing industry worldwide
has witnessed a rapid growth in the printing of promotional
materials and labels. The rapidly growing market for pack-
aging and printed promotional products is attracting more
and more printers from across the country who are active-
ly pursuing it (He, 2019). To compensate for the declining
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profitability caused by the decreasing distribution of tra-
ditional printing products, some printing companies are
finally switching to the production of packaging and pro-
motional products, leaving traditional printing in the past.

Thus, in recent years, in the period from 2015 to 2023,
the total number of enterprises engaged in printing ac-
tivities in Ukraine has decreased by almost 23%, to 3.72
thousand business units, many of the closed enterprises
underwent a financial crisis and had to close production
due to the unstable economic condition. More than 20% of
enterprises in the sector had low financial performance in-
dicators (Kachmar, 2023). In the period from 2020 to 2023,
the situation in the industry had not improved, moreover,
additional difficulties of doing business were added, such
as the worldwide pandemic of coronavirus infection, ac-
tive hostilities on the territory of Ukraine, which further
contributed to the growing demand for Internet resources.
Physical losses of production capacities of Ukrainian pub-
lishing houses due to the war, especially in Kharkiv, which
was one of the largest printing centres of the country, sig-
nificantly undermined the work of the industry, although
some enterprises were able to partially restore their activ-
ities. Figure 1 shows the dynamics of change in the num-
ber of enterprises in the Ukrainian printing industry for
2015-2023 (Shapovalov, 2024).
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Figure 1. Dynamics of the number of enterprises in the printing industry of Ukraine in the period 2015-2023

Source: composed by the authors based on O. Shapovalov (2024)

In addition to the reduction in the total number of
enterprises in the publishing and printing industry, these
years saw a strong decline in their profitability. In the pe-
riod up to 2018, less than 80% of the enterprises in the in-
dustry made a profit from their operations. After 2018, the
situation continued to deteriorate. According to the State
Statistics Service of Ukraine (2024), by 2023, only 60% of
enterprises in the industry were able to make a profit from
their operations, which is 20% lower than before 2018
(Kachmar, 2023). The main reasons for the decline in prof-
itability were reduced demand for printed products caused
by the popularisation of digital and electronic media, ris-
ing raw material and logistics costs in the context of in-
flation, and physical losses of production capacity due to

hostilities. The Internet has become only one of the main
factors having a negative impact on the functioning and de-
velopment of the printing industry in Ukraine.

Given the shift in printing production towards ad-
vertising products, as discussed above, it is important to
analyse the industry’s place in the intensively expanding
advertising market. As of 2020, the first place among the
channels most frequently used by advertisers was occu-
pied by online advertising, with a market share of more
than 50%. Print advertising and press, on the other hand,
was only third in this ranking, with only 13% of the mar-
ket share. The size of the advertising and communication
market in terms of percentage for 2019-2023 is shown in
Figure 2 (Semenyuk & Bagmut, 2024).
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Figure 2. Advertising market size in terms of percentage for 2019-2023
Source: composed by the authors based on A. Semenyuk & I. Bagmut (2024)

In 2020, online advertising surpassed all other commu-
nication channels in terms of volume, which dealt an even
greater blow to the print industry, causing a decline in out-
put and, consequently, profits. At the end of 2021, online ad-
vertising remained dominant with over 60% of the market,
while print advertising continued to decline and by the be-
ginning of 2023 only accounted for about 10% of the total
advertising market (Semenyuk & Bagmut, 2024). Speaking
about the main stratum of production by printing enter-
prises, it is worth mentioning packaging products. The most
popular and promising niches are the production of bags, la-
bels, and other packaging elements. The increased demand
for such products is caused by the fact that, having placed
advertising on the Internet, companies cover large volumes
of audience, including a fairly accurate hit of advertising
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in the target audience, at acceptable costs, however, to sell
their products companies need packaging materials, which
must have a physical expression and cannot remain in vir-
tual space. Moreover, there is an increasing trend in de-
mand for the production of security printed elements that
prevent goods from being tampered with or tampered with.

Apart from the growth in demand for packaging prod-
ucts, which is related to the development of online adver-
tising and the need for physical packaging for goods, it is
important to note other factors affecting the volume of
printed products sold. One of such factors is the state sup-
port of the printing industry, aimed at stimulating business
during the crisis. This was reflected in the dynamics of the
volumes of sold printing products, which for the period
2015-2023 is presented in Figure 3.
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B Volume of sold printing products, in UAH billion

Figure 3. Advertising market size in terms of percentage for 2019-2023

Source: composed by the authors based on O.P. Butenko et al. (2024)

Based on the presented data, we can see that the volume
of sold printing products increased by 50% from 2015 to
2021, reaching a maximum value of UAH 12.6 billion. This
growth indicates a gradual recovery of the industry despite
the crisis phenomena. However, from 2021 onwards, there
is a decline in sales volume, reaching UAH 11.5 billion in
2022 and recovering slightly to UAH 12.1 billion in 2023.
This contradiction between increasing sales volume and
decreasing profitability is attributed to changes in product
mix and rising production costs. Printing companies are

facing rising prices for raw materials and logistics costs,
which has led to lower margins. Additionally, despite the
growth in sales volumes, profit margins are declining due
to high demand for cheaper products such as packaging
and labels, which, although produced in high volumes, are
less profitable than traditional printing products. Thus, the
growth of sales volumes does not always correlate with the
growth of profitability of companies. In order to return
the previous production volumes, or at least to increase
the current indicators, thus ensuring profitability and
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efficiency of enterprises, it is necessary to create a supply.
To solve this problem, it is advisable to use the possibilities
of Internet-mechanisms.

The influence of the Internet has not only affected
the economic components of the process of implemen-
tation of printing enterprises, but also caused the need
to transform marketing strategies. Thus, the development
of a new marketing strategy can be considered as an ad-
ditional element of finding ways to improve the efficien-
cy of publishing and printing enterprises in the current

conditions of digital transformation of the market. One
of the methods used for this purpose is SWOT-analy-
sis. It is based on the identification of internal strengths
and weaknesses of the company, as well as threats from
the external environment in a new market or a market
with significant changes, and the subsequent compari-
son of strengths and weaknesses with opportunities and
threats. Within the framework of this research study, a
SWOT-analysis was carried out, showing the ways of de-
velopment of the printing industry of Ukraine (Table 1).

Table 1. SWOT-analysis of prospects of development of printing enterprises

Strengths

Weaknesses

* possibility of introducing innovative activities
* printing of advertising products

* low level of competition

* convenient logistics

* production of non-standard products

¢ loss of target audience caused by the development and spread
of the Internet

¢ long lead times
¢ low economic efficiency

Opportunities

Threats

¢ publishing of premium products for collecting
¢ government support (tenders, competitions, grants)

¢ development and expansion of the range
of printed advertising products

¢ implementation of SEO-promotion and SMM-promotion
* cooperation with Influencers (opinion leaders)

¢ rising costs of raw materials and their delivery

¢ development of the Internet, leading to the complete
discontinuation of printed news publications

¢ changes in the market of main consumers
¢ decreasing solvency of the population
¢ declining demand for traditional printing

¢ pandemics, crises and unforeseen world changes

Source: composed by the authors based on A. Semenyuk & I. Bagmut (2024)

The weaknesses and threats to the industry include
the unstable situation with the economic and political state
of the country (Hamilton, 2020). One of the main threats
to the functioning and development of the industry is the
popularisation of the Internet. The World Wide Web covers
all sectors of economic activity and brings about a cardinal
restructuring of the entire business environment. Despite
this, the printing industry enterprises have a chance to turn
this threat into an advantage by trying to find ways to in-
teract with it. Within the framework of this interaction, the
printing industry enterprises can get additional consum-
er demand. This will be possible due to the correctly built
marketing strategy of production and implementation of
SEO and SMM-technologies. Interaction can start small,
including the recruitment process, advertising of enter-
prises to expand the consumer market and find new target
audiences, online shops, which can also become consum-
ers of printing products. The main consumers of printing
products are industrial, food, pharmaceutical, cosmetic
and alcoholic products.

The strengths of Ukrainian printing companies include
the possibility of introducing innovative technologies such
as flexographic and digital printing. Additive manufac-
turing, which is a rather promising technology with great
development potential, can also be considered as a poten-
tial area of development. Studies by R. Godina et al. (2020)
proved that 3D printing can contribute to the sustainabil-
ity of manufacturing systems due to its potential to opti-
mise material consumption, create new shapes, customise

designs and reduce production time, which together will
significantly change some already existing business mod-
els in the near future. Advances in technology in produc-
tion will enable printing companies to realise significant
economic benefits, shorten production times and improve
their competitive position. Also, an important indicator of
the industry’s prospects is the ability to produce non-stand-
ard products of different shapes and sizes in any volume,
production of premium and collectible products (limited
edition gift books and so on).

Taking into account modern trends, the sphere of pol-
ygraphy should be modified and adjusted to the market.
Polygraphic enterprises should focus on technological de-
velopment and introduction of innovations in production,
as well as find ways to interact with the World Wide Web
and electronic promotion mechanisms. It is necessary to
optimise the company’s activities: the development of ad-
vertising and marketing strategies, including the establish-
ment of promotion channels, will help to expand the cus-
tomer base and increase the number of products.

Acquaintance with the scientific works of other re-
searchers, within the framework of the studied issue, gave
grounds to believe that in the conditions of economic and
political instability, introduction of modern tools, digital
transformation, and digitalisation in the industry, as well
as the development of the Internet, the market of printing
services undergoes changes and loses the former volumes
of production, as a result, loses profit. Taking into account
the process of digitalisation and the development of online
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business mechanisms, it is worth noting that innovation
is one of the main elements of the competitive struggle.
Constant analysis of the impact of Internet technologies
on the publishing business and the search for options to
improve the country’s printing industry involves constant
monitoring of the state of the industry, as well as system-
atic study of international experience, among other things
(Ruidong & Jun, 2021).

Speaking about the prospects for the development of
industry, including the printing industry, scientists empha-
sise the need to implement Industry 4.0 technology. The
concept of Industry 4.0, which defines the level of evolu-
tion of production, requires a responsible approach on the
part of all participants in production, including the top
management of enterprises and qualified personnel. The
foundation of the concept is based on the identified driv-
ers and barriers to this technological transformation. The
concept of Industry 4.0 is considered along five business
dimensions: strategic, organisational, technological, legal
and ethical (Ghadge et al., 2020). In particular, R. Godi-
na et al. (2020) believe that this technology will take the
industrial market to the next level. Within the printing in-
dustry, this model will help to reduce cost levels and enable
the production of technically more complex product vari-
ants, through the rapid and relatively inexpensive develop-
ment of photographic plates, clichés and dies for die-cut-
ting products. The proposal to find new options for the
development of printing companies is justified, because the
production capacity of the printing house is almost always
used more than 100%, which means that it is necessary to
look for additional tools to simplify the production process.

Chinese researchers P.-H. Wang et al. (2019), in addi-
tion to implementing Industry 4.0 technology, propose to
apply neural networks in the process of predicting the per-
formance of enterprises, thereby setting a vector for the use
of the Internet and digital technologies at all stages of en-
terprise functioning. In their opinion, this will increase the
accuracy of forecasts and optimise production and market-
ing processes, which is especially important in a dynami-
cally developing market. As a result, enterprises will be able
to respond more quickly to changes in demand and better
manage their resources, which will contribute to improving
their competitiveness.

In turn, researcher M. Salwin (2021) talks about the
need to implement Product-Service System (PSS) technol-
ogy. This system is an integrated business model in which
companies offer customers not just a physical product,
but a range of services that may include technical support,
maintenance, staff training and other services that add val-
ue to the product for the consumer. M. Salwin believes that
the introduction of this technology for the printing indus-
try has an extremely positive effect, extending the lifecycle
of equipment, as printers will receive comprehensive main-
tenance and optimisation services. This will help businesses
to minimise maintenance costs, as well as customise equip-
ment to meet specific needs, helping to improve competi-
tiveness and business resilience in a changing market.

Many scholars state that it was the development of
the Internet that caused the decline in demand for print-
ed products and the crisis in the popularity of printing
enterprises. A. Drogovoz (2018), in his research, notes a
steady tendency to reduce consumer interest in traditional
printed publications, which negatively affects the economy
of printing companies. Such dynamics are confirmed by
G. Gamprellis et al. (2021) and L.H.A. Amri et al. (2022),
who record a decrease in the output of printing products.
The decrease in demand is associated with the active tran-
sition of consumers to digital media formats, which makes
traditional print publications less in demand.

However, the printing industry has the ability to adapt
and interact effectively with the Internet, despite the bar-
riers and difficulties encountered. For any business, in-
cluding the printing industry, along with the quality of its
products, promoting these products online and building a
reputation is often the key to success, claimed by J.M. To-
masena (2019). Such promotion has several significant ad-
vantages, these include:

¢ significant user audience;

¢ the average cost of business development in the on-
line environment, including the creation of a company im-
age and promotional tools, is lower than with traditional
advertising methods;

¢+ the process of digitalisation helps in cost savings;

¢ increased brand value and consumer awareness;

¢ the Internet acts as a universal and convenient chan-
nel of interaction with customers and partners.

Researcher E. Kasumova (2020) insists on the need
to build the process of implementation of publishing and
printing enterprises in interaction with the Internet, as well
as with the use of Internet technologies, including the de-
velopment of Internet marketing. E. Kasumova emphasises
that the interaction of printing enterprises with the Internet
should be exclusively within the framework of reinforcing,
reminding and advertising functions. The researcher be-
lieves that the development of an Internet-oriented market-
ing plan should include strategies for promoting products
in the global network, advertising, and the process of man-
aging the communication mechanism (communication
with consumers). These recommendations are absolutely
relevant as the implementation of internet marketing plays
an important role in the business model of enterprises, in-
cluding those in the printing industry. Internet marketing,
providing a complete statistical picture of the effectiveness
of selected marketing campaigns, allows companies, in real
time, to respond to changes in the structure of supply and
demand, to offer new solutions and attract new customers.
This form of interaction of publishing and printing indus-
try enterprises with the Internet is effective.

Another niche, practically not used in Ukraine, but
potentially able to have a positive impact on the state of
printing enterprises, is the popularisation of products and
companies themselves through blogger sites on the Inter-
net. This is also the opinion of P. McIntyre et al. (2023).
The researchers believe that cooperation and cooperation

University Economic Bulletin | Vol. 20, No. 1



Publishing business VS the Internet...

with opinion leaders, so-called Influencers, is a powerful
additional advertising channel to promote printing prod-
ucts and increase demand for them. Adopting the positive
international experience, Ukrainian publishing companies
can increase the number of products by publishing the-
matic literature by popular and authoritative personalities.
Such cooperation will help printing companies to increase
the volume of printed publications and increase profits, and
Influencers - to increase quotability in mass media and get
an additional source of income.

The Internet has had a significant impact on the
printing industry, causing a decline in demand for print
publications and a decrease in output. At the same time,
digitalisation provides new opportunities for businesses
that are ready to adapt to changing market conditions by
introducing modern technologies and revising marketing
strategies, finding new points of interaction with both
suppliers of materials and equipment and consumers of
products through the global network. Thus, the industry’s
prospects will depend on the ability of enterprises to in-
tegrate innovative solutions and find a balance between
traditional and digital formats.

CONCLUSIONS
According to the results of the study, the impact of the
World Wide Web on the activities of printing enterprises,
in many respects, has been negative, causing significant cri-
sis phenomena in the industry. But at the same time, the
tools and opportunities offered by the Internet and digi-
tal technologies in general, have a significant potential for
modernisation and development of printing production
in Ukraine. The results obtained in the course of the re-
search provide grounds for the following conclusions. The
printing industry in Ukraine is experiencing a crisis. It was
found that from 2015 to 2023 the number of enterprises
in the printing industry of Ukraine decreased by 23% - to
3.72 thousand units. More than 20% of the enterprises of
the industry have low financial performance indicators.
The situation is caused by various economic, social and po-
litical problems, as well as the increasing influence of the
World Wide Web on global trends, and particularly the
printing industry. In particular, a significant proportion of
people favour electronic media; the share of online adver-
tising in the Ukrainian advertising market has grown from

50% in 2020 to a dominant position in 2023, displacing
print advertising, which occupies only 13% of the market.
The output of printed polygraphic products has decreased
in volume, and the main emphasis in the assortment policy
has shifted from fiction and news literature, to the produc-
tion of advertising and packaging products.

SWOT-analysis revealed the main threats to the in-
dustry: unstable economic and political situation, full-
scale war on the territory of Ukraine, popularisation of the
Internet. At the same time, the opportunities for the de-
velopment of the printing industry were identified, which
are expressed in the introduction of innovative printing
technologies, the development of packaging and labels
production, and the use of Internet marketing. Among the
options of interaction with the latest technologies and the
Internet, the most productive is considered to be the intro-
duction of innovative systems into the process of printing
production, including Industry 4.0 production systems,
‘Product-Service’ management systems and neural predic-
tion mechanisms. The study also highlighted the feasibili-
ty of developing additive manufacturing and cooperation
with influencers to expand their own advertising capabili-
ties and promote their products.

Thus, the study demonstrated the need for the Ukrain-
ian printing industry to adapt to new market conditions
through the introduction of innovations and active use of
Internet technologies for marketing and business develop-
ment. In future research it is advisable to analyse effective
ways of involving artificial intelligence in the development
of printing enterprises in Ukraine. This would help identify
practical tools for modernising production processes and
improving service delivery. Ultimately, such advancements
are essential for enhancing the industry’s competitiveness
and securing its long-term sustainability in both domestic
and international markets.
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AHOTAaLiA. AKTyanpHICTD TeMu 3yMOBJIeHa BIUIMBOM [HTepHeTY Ha Bci cepu »uTTs Ta 6i3Hecy, 1110 BUMarae Bif
noynirpadivHNX NifIpreMCTB affanTanii IXHiX eKOHOMIYHIX i MapKeTMHIOBUX IIPOLIeCiB IO CydacHUX peaiit. MeTolo
pobotu 6y/10 BUBYEHHA IMTAaHH:A BIUIMBY [HTepHETY Ha €KOHOMIKy Ta MapKeTUHT MifIIpUeEMCTB Honirpadivnoi ramysi
po3pisi 3aranpHoi udposizalii Ta moNyIApU3alii eIeKTPOHHNX BYJaHb. TeopeTH4HOI0 6a3010 JOCTiIKeHH A BUCTYIVINA
HayKOBi ITpalli YKpaiHChKUX i 3apyODKHUX yYeHUX-TeOPeTHUKIB Y NMTaHHI BUBYCHHA IPOLleciB afanTauii mianpueMcTs
nostirpacii 10 HoBOro iHpOpMaIiiTHOTO cepefoBUIIa, @ OCHOBHUMM HAyKOBYMIU METOIaMM — METOJI CICTEMHOTO aHaJIi3Yy,
cTparerivHoro wianyBanusa (SWOT-ananis), akryanisanii ta nepiognsanii. PesypraTamMy HaykoBoi poOOTH € OLliHKa
CTYIIeH: BIUIMBY BCeCBiTHBOI Mepexxi [HTepHeT Ha AisIbHicTD NOJirpadivHNX MiANPUEMCTB y po3pisi OLliHIOBaHHA IXHIX
eKOHOMIYHMX i MapKeTUMHIOBMX [IOKa3HJKIB, a TAKOXK, 3HAXOMKEeHHA IOTEHIIITHNX UIAXiB PO3BUTKY HosirpadivHoi ramysi
YkpaiHy 3aBfAKM iHTerpalil BUAaBHNYO-IONIrpadivHNX MiAIPUEMCTB JI0 IHTepHET-CePeJOBIIIA, @ TAKOXK IPUBEPHEHHS
yBary Ta aKTyajisanis BUBYEHHS IOTOYHOTO NMUTAHHA. JHAYMMICTh OTPMMAHUX Pe3y/IbTaTiB IIOJIATAE Y BUCBITIEHH]
IIepCIeKTUB PO3BUTKY BUIaBHIYO-NIoNIirpadivnol inpycTpil Ykpainu saBasaky mporecy inrerpauii Ta HeoOXifHOCTI
B3aeMozii moirpadiyHuX MiAIPUEMCTB 3 eJIEKTPOHHUMY IHCTPYMeHTaMM KOMYHiKallii B paMKaX BCeCBITHBOI Mepexi
InrepHer. [loc/iKeHHA IPOAEMOHCTPYBAJIO, 1110, He3Ba)XKAI0UM Ha CIIpM4yHeHi IHTepHeTOM Kp13oBi ABMINa, noirpadivHa
rajysb Ykpainu 30epirae sSHa4HMII IIOTEHIias JJIA IOMA/IbIIOTO PO3BUTKY 3aBAAKM iHTerpauii 11(ppoBUX TEXHOIOTII.
SIK nUIAIXM MOJepHi3allii 3aIIpOIIOHOBAHO BIIPOBAJKEHH iHHOBALiITHUX BI/IpO6HI/I‘~II/IX CUCTEM, TaKUX SIK Industry 4.0,
Ta aKTUBHE BUKOPUCTAHHA iHTEPHET-MAaPKETUHIY [/I PO3IIMPEHHA PEKIaMHUX MOX/IMBOCTEN i MigBUILEHH
KOHKYPEHTOCIIPOMO>XKHOCTI IAIIPUEMCTB. Pe3ynbraTy JOCTIPKeHHA MOXKYTh CIyTyBaT/ OCHOBOIO JyIs pO3pO06IeHHA
HOBUX 6i3Hec-Mogeeil, alallTOBaHNUX [0 YMOB 1M (PPOBOTO PUHKY

KntoyoBi cnoBa: inteprer-MapKeTHHr; HoTirpadivHa iHAyCTpis; eKoHOMIuHA e eKTUBHICTD; udpoBa TpaHCchopMallis;
IHHOBAILIiJIHI TEXHOJIOTII JPYKY; iIHHOBALi/IHI TEXHOOTII IPYKY
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Abstract. The aim of the study was to develop approaches to optimising the management of enterprise diversification
in the context of current economic changes, in particular, to increase competitiveness and financial stability. The
study examined the theoretical foundations of diversification management and assessed the application of vertical and
geographic diversification strategies that reduce risks and increase the stability of the company. The main results of
the study demonstrated that the diversification strategy implemented by the Public Joint Stock Company “Myronivsky
Hliboproduct” has a significant positive impact on the company’s financial results. In the period from 2016 to 2024,
the company’s total revenue increased from USD 244 million to USD 3 billion, an increase of 14%. Export revenues
increased by 52% over the same period, reaching USD 1.8 billion, accounting for 60% of the company’s total revenue.
In addition, operating profit grew by 33% and earnings before interest, taxes, depreciation and amortisation (EBITDA)
increased by 16%, reflecting the successful implementation of diversification strategies. One of the main results
was a reduction in dependence on the domestic market, thanks to the expansion of exports and the development of
innovative areas, in particular in the energy sector. Investments in green energy helped reduce operating costs and
improve the environmental efficiency of production processes. Diversification in the retail segment and the expansion
of brands such as “Nasha Ryaba” and “Myasomarket” also contributed to the Group’s market presence and additional
revenue growth. The conclusions show that the diversification strategy was effective and contributed to the company’s
financial stability. The results of the study confirm the importance of integrating new business lines to reduce risks
and ensure long-term stability

Keywords: financial performance; investments; financial risks; competitiveness; sustainability

INTRODUCTION

The diversification of business activities is an important
tool for reducing risks associated with dependence on a
single market or type of activity, allowing enterprises not
only to ensure their stability but also to open up new op-
portunities for development. However, for the successful
implementation of diversification, a comprehensive ap-
proach to its management is necessary, including organi-
sational, economic, and strategic mechanisms. In this re-
gard, the problem of forming an effective organisational
and economic mechanism for diversification management
is extremely relevant for modern enterprises striving to en-
sure their competitiveness and stability in the market.

The effective application of diversification to strength-
en market positions and reduce risks associated with eco-
nomic instability and changes in consumer behaviour is
important for modern enterprises. D. Zevenko et al. (2024)
proved that diversification reduces dependence on a single
source of income and increases flexibility. The work also
emphasised the importance of developing individual strat-
egies for different types of enterprises depending on their
specific needs and capabilities. The research suggests that
for the successful implementation of diversification, it is
necessary to elaborate in detail each stage of the strategy
and carefully plan each step.
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Diversification allows enterprises to strengthen mar-
ket positions and reduce risks. D. Voronets (2020) studied
indicators for evaluating the effectiveness of diversification
in the field of temporary accommodation and catering,
proposing a system of financial, production, and market
indicators. It turned out that these indicators can also be
applied to other industries.

The choice of an optimal strategy to increase the ad-
aptability of enterprises in a changing economic environ-
ment is important, as it is precisely this that helps them to
ensure their stability and competitiveness. L. Kurbatska et
al. (2024) emphasised the importance of adapting enter-
prises to modern economic conditions through the ap-
plication of strategies for expanding their activities. Their
research revealed that successful business expansion helps
reduce risks and creates new opportunities for develop-
ment, while requiring strategic planning and consideration
of the enterprise’s internal capabilities.

In the context of managing the development of en-
terprises, it is important to determine the methodology
for diversification and integration development in chang-
ing conditions. This issue was considered by K. Zaluts-
ka (2020), who proposed an approach based on the unity
of methodologies of cognition, practical value, and evalu-
ation. She focused on the need to form a methodology for
managing the diversification and integration development
of enterprises, based on the interdependent unity of meth-
odologies of cognition, practical value, and evaluation. In
particular, the author proved that such management con-
tributes to increasing the efficiency of business processes
through the optimisation of their structure and the use of
own and attracted resources.

The management of enterprise diversification is a key
aspect for ensuring their sustainable development in a
changing market environment. O. Bielienkova (2021) stud-
ied this issue, creating an algorithm for managing the ex-
pansion of enterprise activities that combines operational,
investment, and financial operations. The author empha-
sised that this approach allows for the elimination of imbal-
ances in the development of the enterprise that may arise
during the expansion of its spheres of activity. The work
also highlights the need to integrate economic and math-
ematical methods and budgeting to optimise the process
of diversification management in the face of modern eco-
nomic challenges. The research proved that such a strategy
contributes to strengthening the financial stability of the
enterprise and reduces the level of risks.

The diversification of enterprise activities is a strategic
decision that increases competitiveness in a highly compet-
itive environment. This issue was studied by O.A. Lykho-
lat et al. (2023), who considered diversification as a tool for
increasing the efficiency of hotel and restaurant enterprises.
It was found that to assess the effectiveness of a business
expansion strategy, it is necessary to analyse financial, eco-
nomic, production, technological, and information subsys-
tems, as well as take into account the impact on the external
environment and the level of consumer loyalty. The results

confirmed that diversification can strengthen market po-
sitions if an appropriate system of indicators and an algo-
rithm of actions are applied.

Diversification is a key tool for ensuring the resilience
of enterprises in economic crises. O. Hlushko (2024) de-
veloped a model for managing the diversification of trad-
ing activities of enterprises during crisis phenomena in
Ukraine. The author investigated the effectiveness of such
diversification measures as the transition to online sales,
the use of postal and courier services, and the duplication
of export routes. The research proved that these strategies
helped enterprises maintain and even expand their activi-
ties during the crisis.

Diversification is an important strategy for enterpris-
es, the impact of which on strategic management can be
different. K. Buzhymska et al. (2024) studied various diver-
sification strategies — horizontal, vertical, concentric, and
conglomerate - and their impact on business. Horizontal
diversification allows for quick entry into new markets,
vertical diversification increases control over the supply
chain, and concentric diversification minimises risks. Con-
glomerate diversification brings high income but has sig-
nificant risks. The successful application of these strategies
using the example of companies such as Disney, Tesla, and
Myronivsky Hliboproduct confirms their effectiveness.

The issue of diversification is an important aspect for
the strategic development of enterprises, as it allows for the
reduction of risks, increased competitiveness, and ensures
stable growth in a changing market environment. Howev-
er, there are weaknesses that require further study. Among
them is the insufficient research on the integration of new
technologies into the diversification process, as well as the
adaptation of strategies to the specific conditions of re-
gional markets. Also, the study of the adaptation of these
approaches to different types of enterprises in the service
sector remains a relevant issue. Gaps that require further
research include the analysis of the characteristics of the
adaptation of the diversification strategy for different types
of companies, as well as a more detailed study of the impact
of external factors on the choice of this strategy.

The aim of this study was to develop approaches to
optimise the management of enterprise diversification in
the context of modern economic changes, allowing for
an increase in its competitiveness and financial stability.
The objectives of the study were: to analyse the theoretical
foundations and practical approaches to the management
of enterprise diversification; to assess the effectiveness of
the application of various diversification strategies using
the example of PJSC “Myronivsky Hliboproduct™

MATERIALS AND METHODS
Within the framework of the research, a theoretical sub-
stantiation of strategies such as vertical and geographical
diversification was conducted through the analysis of sci-
entific works, the study of existing diversification mod-
els and their application in management practice, and an
analysis of their impact on the stability and development
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of the Myronivsky Hliboproduct company. This analysis
made it possible to understand how the company adapted
to the changing market environment, particularly in con-
ditions of economic instability and global crises. The study
of scientific sources allowed for the construction of a clear
understanding of how diversification affects management
strategies and what methods of evaluating effectiveness are
applied at different stages of the company’s development
(Aversa & Haefliger, 2015; Oladimeji & Udosen, 2019;
Shatilo, 2020). These works were taken as the basis of the
research, containing a detailed analysis of diversification
strategies in the context of modern economic conditions
and providing methods for evaluating effectiveness that
can be adapted to the specifics of the enterprise under
study. As part of the research, an analysis of the theoretical
foundations of enterprise diversification management was
carried out, in particular, the main approaches and con-
cepts that determine the role of diversification in strategic
management were studied. To assess the effectiveness of
diversification strategies, methods such as portfolio anal-
ysis (Boston Consulting Group), the cost-benefit analysis
method (Hayes, 2024), the Return on Investment (ROI)
method (Batllori Lloveras, 2024), as well as SWOT analysis
(Puyt et al., 2023) were analysed. These tools were chosen
due to their widespread use in evaluating the effectiveness
of investments and business diversification, which allows
for a clear analysis of financial results and the identification
of the most profitable strategies for the further develop-
ment of the company.

The analysis of the effectiveness of enterprise di-
versification management was conducted using the
example of the Public Joint Stock Company (PJSC)
“Myronivsky Hliboproduct” (MHP) as one of the larg-
est agricultural holdings in Ukraine, which has imple-
mented numerous diversification strategies, achieving
significant economic efficiency. The period from 2016
to 2024 was chosen, during which the company under-
went a number of important strategic changes, includ-
ing investment in the energy sector, the development of
new products, and geographical diversification, which
significantly increased its competitiveness.

A combined approach was used, including theoretical
analysis, the company’s financial indicators, as well as qual-
itative methods, in particular an analysis of the company’s
diversification strategy. To this end, the financial reports of
MHP (2016; 2018; 2023a; 2023b; 2024a) were collected and
analysed. The results of these reports made it possible to
assess the impact of the implemented strategies on finan-
cial results such as total revenue, export revenue, operat-
ing profit, and earnings before interest, taxes, depreciation,
and amortisation (EBITDA). As a result of the research, a
number of recommendations were developed to improve
the diversification management mechanism, in particular
through the further development of horizontal diversifica-
tion, increased integration and optimisation of production
and logistics processes, as well as through investments in
new technologies and the expansion of export geography.

RESULTS

Theoretical foundations

of enterprise diversification management

Business diversification is an important strategic tool that
enables the reduction of risks and ensures business stability.
It involves expanding the company’s activities by introduc-
ing new products or entering new markets, which allows for
stable profits and reduces dependence on individual market
segments. Thanks to diversification, a company can adapt
to changes in the external environment, particularly to eco-
nomic fluctuations, changes in demand, or competition.

Business diversification is the process of changing or
expanding a company’s activities to increase economic sta-
bility and profitability. Diversification aims to reduce risks
by creating new sources of income and decreasing depend-
ence on a single product or activity. There are various types
of business diversification based on different criteria: con-
glomerate, concentric, vertical, and horizontal - depending
on the direction of development. Depending on the busi-
ness strategy, market conditions, and available resources,
each of these types has its own characteristics and is applied
in different circumstances (Aversa & Hayashi, 2015).

Expanding the range of goods or services in an exist-
ing market is the goal of horizontal diversification. Offer-
ing several different goods or services that share common
production processes, distribution channels, and technical
characteristics allows companies to ensure greater stability.
Companies that produce different products with the same
technological base or enter new markets with similar goods
are examples of horizontal diversification.

When a company controls the preceding or subse-
quent stages of the production process or supply chain,
this is called vertical diversification. This can be integra-
tion at the supplier level (forward vertical diversification)
or integration at the level of distribution and sale of goods
(backward vertical diversification). The use of vertical di-
versification helps companies to reduce costs, create better
products, and have better control over the supply of raw
materials or the sale of goods.

Concentric diversification means introducing new
goods or services that align with the company’s core objec-
tives. This makes it possible the company to sell new goods
or services using resources it already has, as well as new
distribution channels. Concentric diversification involves
including new product models in the existing range or en-
tering related markets where existing skills can be used.

Conglomerate diversification allows a company to ex-
pand its operations by entering new markets or producing
products unrelated to its core business. Large corporations
typically use this type of diversification to reduce risks as-
sociated with demand fluctuations, changes in economic
conditions, political instability, and exchange rate fluctu-
ations in key markets. Conglomerate diversification helps
reduce overall financial risks because the company can oft-
set losses in one industry or market with stability or growth
in others, and it also creates additional sources of income
that help maintain financial stability in the event of adverse
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changes in one area of activity. According to P. Aversa &
S. Haefliger (2015), this approach is an important tool for
reducing a company’s dependence on a single market and
increasing its resilience to external economic fluctuations.
The authors emphasise that conglomerate diversification
can provide companies with a more stable financial posi-
tion by expanding their operations into various markets.
Each of these types of diversification has its own advan-
tages and disadvantages. Horizontal diversification offers
the possibility of reducing dependence on a single type of
product, but it can lead to significant costs in creating new
products. Vertical diversification allows for cost reduction
and increased control, but it may require large investments
in new production capacities. Concentric diversification al-
lows for maintaining a connection with the core business,
but it can limit the potential for significant growth. Con-
glomerate diversification helps reduce risks, but it can lead
to the dispersion of resources and a loss of focus on the core
business, as noted by M. Schommer et al. (2018).
Diversification management is a complex and multi-
faceted process, and a comprehensive approach is needed
to address it. Theoretical approaches to the management
of enterprise diversification are based on various economic
models. These models include strategies for assessing the
effectiveness of diversification, as well as methods for its
implementation and deployment. The economies of scale
model is the first theoretical approach. According to this
model, diversification allows companies to reduce overall
costs by increasing production volume or expanding the
market. According to this model, diversification is a way
to achieve greater efficiency because the company can
use its resources (technology, personnel, and distribution
channels) to produce different types of goods. In addition,
important theoretical approaches to diversification man-
agement include models of organisational innovativeness
and risk criteria. Innovation models focus on the develop-
ment of new products and services through diversification,
while risk criteria help companies determine the optimal
level of diversification that will not lead to excessive finan-
cial or operational risks. According to M.S. Oladimeji &
I. Udosen (2019), these models contribute to increasing the
efficiency of enterprises by reducing costs and expanding
the market, but the correct assessment of the level of risk
when implementing a diversification strategy remains key.
Diversification management also requires constant
monitoring and evaluation of the results of the strategy’s
implementation. Enterprises can assess how successful-
ly diversification strategies are being implemented using
performance evaluation methods such as cost-benefit
analysis, strategic monitoring, and competitive advantage
analysis. They can also change their strategies if neces-
sary. The choice of diversification strategy is an important
stage for a business, as it determines its ability to adapt to
changes occurring in both the internal and external envi-
ronments. The decision on diversification should be based
on a thorough analysis of various elements that can affect
the success of the plan. These elements can be divided into

internal and external, as noted by T. Pavliuk &
V. Noda (2020), emphasising the importance of a compre-
hensive approach to assessing and adapting the strategy to
changes in the business environment.

External factors include political, economic, and mar-
ket conditions that determine opportunities for business
expansion. Political factors, particularly the level of polit-
ical stability, the direction of development of the political
system, and the state’s international policy, can significantly
influence the choice of diversification strategy. Economic
factors also have a significant impact on the diversification
strategy. The level of economic development of the coun-
try, the globalisation of the industry, changes in cost and
productivity structure, legislative changes, and changes in
social values - all these factors create conditions for mak-
ing decisions about how and where the company should
expand its activities. Market factors, such as market sat-
uration, declining demand, or the possibility of entering
new markets, also determine the need for diversification.
When the market for the company’s core products becomes
saturated and demand for them decreases, the company
must look for new opportunities for growth, which can be
achieved through diversification. Entering new markets or
creating new products allows companies to expand their
opportunities and reduce risks.

O. Shatilo (2020) emphasises that internal factors such
as financial resources, resource potential, human resource
potential, and management structure directly affect the
company’s ability to implement a diversification strategy.
The availability of financial resources for investment in
new business lines is the basis for choosing a diversification
strategy. Without sufficient funds, the company will not be
able to expand into new markets or add new products to
its range. The company’s resource potential determines its
ability to create synergy between new and old business lines.
If the company has the necessary technologies, infrastruc-
ture, and capabilities to integrate new products or servic-
es into its current operations, this gives it an advantage in
implementing a diversification strategy. Human resource
potential is an important factor, as successful diversifica-
tion requires the company to have qualified employees ca-
pable of implementing new projects, as well as the ability
to attract new specialists to support new business lines. The
presence of experienced personnel capable of handling new
challenges significantly reduces the risks associated with
the introduction of new business lines. The management
and organisational structure of the company also affect the
choice of diversification strategy. To effectively manage sev-
eral business lines, the company needs to have an appropri-
ate organisational structure capable of ensuring coordina-
tion between different departments and business lines. The
ability to organise and control activities at different stages of
diversification is an important factor in ensuring its success.

The choice of diversification strategy depends on a
detailed analysis of both external and internal factors af-
fecting the company. It is important for the company to
have a clear understanding of market conditions, available
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resources, and expansion potential, as well as the ability to
adapt to changes in the external environment. Companies
that successfully take these factors into account are able to
effectively implement diversification strategies that help
them to reduce risks and increase competitiveness. Evalu-
ating the effectiveness of diversification is a necessary step
for making informed decisions about further steps in the
company’s development. To do this, there are a number
of models and methods that help companies assess how
successfully diversification strategies have been imple-
mented and whether they are yielding the desired results.
M.].B. Kabeyi (2018) emphasises that for effective evalua-
tion, it is necessary to consider the complexity of the strat-
egy and its ability to adapt to changes in the internal and
external environments.

One of the most common models is portfolio analysis.
This method allows a company to evaluate the effectiveness
of its investments in new business lines, classifying them
according to profitability and risk criteria. The method is
usually based on the use of tools such as the Boston Con-
sulting Group (BCG) matrix, which helps determine which
areas of the company are most profitable and which require
additional investment or even abandonment. Portfolio
analysis allows a company to prioritise its diversification
strategies based on financial results.

The cost-benefit analysis method is another important
tool for evaluating the effectiveness of diversification. This

method involves comparing the costs of implementing the
diversification strategy with the revenues generated from
new business lines. An important indicator is the prof-
itability of new business lines. If the profitability of new
projects exceeds the costs of their development and im-
plementation, this is a signal that diversification has been
successful (Hayes, 2024).

The Return on Investment (ROI) method is an indi-
cator that allows companies to evaluate the effectiveness
of investments in new areas. It shows how profitable the
investment in new products or markets is. ROI allows for a
quick assessment of the potential profitability of a diversifi-
cation strategy, which is an important tool for making de-
cisions about further investments (Batllori Lloveras, 2024).

Another method for evaluating effectiveness is SWOT
analysis, which enables for the identification of the com-
pany’s strengths and weaknesses, as well as the opportuni-
ties and threats associated with diversification. This allows
the company to better understand whether it is ready for
diversification and how it will affect its competitiveness.
SWOT analysis helps identify key risks and opportunities,
as well as potential problems in the implementation of the
strategy (Puyt et al., 2023). As can be seen from Table 1,
each of the methods for evaluating the effectiveness of
diversification has its own advantages and disadvantages,
and their application depends on the specific conditions of
the company and its goals.

Table 1. Methods for assessing the effectiveness of diversification

Method Description Advantages Disadvantages
Assessment of the company’s | £25Y 10 apply, enables quick assessment | It can be too general and does not take
Portfolio busi pany of the effectiveness of different areas into account details such as changes
. usiness areas L . .
analysis . SR of activity; gives a clear picture of the in the market or external factors.
using financial indicators - T i
allocation of resources between areas | Limitations in generalising the results
Clear result, measured in numbers, . .
. o - . Does not take into account all impact
Comparison of diversification which makes it easy to compare the - .
Cost and factors, such as risks or social/

costs with revenues

income analysis from new areas

effectiveness of different areas;
helps to determine the specific
return on investment

environmental impacts; may not reflect
strategic objectives

Ease of use, versatility: enables

Does not take into account market

Return on Assessment of investment . changes, economic instability
. . assessment the effectiveness .
Investment efficiency through the ratio . or strategic long-term benefits.
. of investments regardless T
(ROI) of profit to investment . . May be simplified in case
of industry or business type o
of unstable conditions
Identification of the company’s | Wide range of applications, accessibility Subjectivity Of assessments depends

strengths and weaknesses, as for companies of all sizes; helps on the experience and knowledge
SWOT analysis & ’ P s nep of those conducting the analysis;

well as opportunities
and threats for development

to understand internal and external
factors that may affect success

often does not provide clear
recommendations for action

Source: compiled by the author

Evaluating the effectiveness of diversification is an im-
portant aspect of ensuring the sustainable development of
an enterprise. Comparing costs and benefits, using portfo-
lio analysis and SWOT analysis methods allow for an ac-
curate assessment of diversification results. Each of these
methods has its advantages and disadvantages, so it is
advisable to use them in combination for a more compre-
hensive assessment of diversification efficiency. The right

choice of methods helps to reduce risks and increase prof-
itability, which, in turn, contributes to the achievement of
the company’s strategic goals.

Practical aspects of diversification management:

The case of PJSC “Myronivsky Hliboproduct”

PJSC MHP is one of the largest agro-industrial holdings in
Ukraine, actively implementing a diversification strategy to
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strengthen its market position and reduce risks associated
with economic fluctuations. The company’s diversification
strategy encompasses several important directions, includ-
ing vertical and geographical diversification, expansion
through strategic alliances and company acquisitions, and
the development of innovative solutions in the energy and
production sectors. These approaches allow the company
to adapt to changes in market conditions and maintain
competitiveness on the international stage.

The company actively implements vertical diversifica-
tion, focusing on expanding its product line directly related
to its core business — poultry processing. MHP is broadening
its range with new products that logically complement exist-
ing ones, utilising available production capacities. This not
only allows for cost reduction but also significantly increas-
es the product assortment, maintaining leadership in the
industry. The company continually works on improving the
quality and accessibility of products for consumers. Among
the main brands that make up the MHP line, the following
can be highlighted: “Nasha Ryaba” (chilled meat, ready-to-
eat products), “Apetetna” (sausage products), “Lehko!” (die-
tary products), “Bashchynsky” (traditional meat products),
“Skott Smeat” (sausages and meat delicacies), “RyabChick”
(chicken snacks), “Secrets of the Chef” (spices, sauces, ready
meals), “Myasomarket” (store chain), “Doner Market” (fast-
food chain), “Qualiko” (products for HoReCa), “Ukrainian
Chicken” (export brand), “Sultanah and Assilah” (meat prod-
ucts for international markets), “Poli” (sausage products, pro-
duction in Slovenia). This approach allows the company not
only to increase the quantity of products but also to improve
their quality and accessibility for consumers (MHP, 2016).

Furthermore, the company actively works on inte-
gration at all stages of the production process. Integration
with raw material suppliers and distributors allows for a
reduction in the cost of goods sold, which is an important
element of the cost leadership strategy. As a result, MHP
strengthens its market position while maintaining financial
stability and the capacity for further development.

An important element of the company’s strategy is ge-
ographical diversification, which allows for a reduction in
dependence on a single market and lowers risks associated
with fluctuations in domestic demand. MHP is the largest
exporter of poultry in Ukraine, and as of 2024, it accounted
for 93% of the total poultry exports from Ukraine, amount-
ing to 397,000 tonnes out of a total of 428,000 tonnes (Taras-
sevych, 2024). As of 2024, MHP’s products were supplied to
86 countries worldwide. MHP is actively developing export
operations, particularly expanding its presence in Europe-
an markets. In 2023, the company held 1% of the European
poultry market (total production volume of 11.6 million
tonnes), which is a significant achievement for a Ukrainian
producer. The company is also actively working in the Mid-
dle East markets, entering into new agreements and strate-
gic partnerships. In particular, in 2020, 53% of MHP’s pro-
duced poultry was exported to the Middle East countries.
This helps the company to remain competitive even in the
face of external economic challenges, such as restrictions

on the export of Ukrainian poultry to the EU (MHP, n.d.).

In addition to geographical diversification, MHP ac-
tively uses cooperation mechanisms to enhance its compet-
itiveness. For example, the company entered into a strategic
alliance in 2016 with LLC “Podilsky Broiler”, which allowed
for the integration of logistics networks and brand advantag-
es to reduce costs and improve customer service. The com-
pany actively uses franchising models to improve its market
position and increase profitability. One example is the “Na-
sha Ryaba” store chain, which allows for rapid expansion of
market presence and the attraction of new partners. In 2012,
the “Nasha Ryaba” franchise network had over 380 points.
By 2024, the “Nasha Ryaba” network had been reformat-
ted into “Myasomarket” and other brands, and the stores
are being modernised under new formats. Overall, by the
end of 2023, the company had 1,500 retail outlets of vari-
ous formats, including “Myasomarket”, “Doner Market”, and
“Secrets of the Chef”. At the end of 2024, the “Myasomar-
ket” network ranks first among food franchises in Ukraine
by the number of retail outlets (Symonenko, 2024). The cost
of opening a franchise point is USD 1-3 thousand, and a
company-owned store is USD 20 thousand with a payback
period of 6-9 months. The cooperation model involves the
absence of franchise fees, royalties, and marketing payments;
MHP’s income depends on the sales volume of its partners.
The logistics infrastructure includes its own distribution
centres and a transport network, ensuring quality control
and cost reduction. 70% of products for franchisees are sup-
plied directly by MHP, including ready-made culinary items,
and operational assistance is provided to partners in I'T, HR,
and financial reporting to optimise costs (MHP, 2023a).
The company also continues to expand its network of “My-
asomarket”, “Yizha Svizha’, and “Doner Market” establish-
ments. As of the end of 2023, the “Myasomarket” network
numbered 269 stores, an increase of 76 points in a year,
with a growth rate of 20%. The store’s assortment reach-
es 420 product names, 70% of which are supplied directly
by MHP. The company also plans to create 2,000 “Déner
Market” outlets in a shawarma format under franchise with
investments at the level of USD 8-10 thousand per point.

Another important area of strategy is energy diversifi-
cation. MHP is actively investing in bioenergy, planning to
commission biomethane plants in 2025. This will allow the
company to significantly reduce energy costs and increase
its energy independence. In addition, MHP (n.d.) plans to
build a 60 MW wind power plant, which will increase the
efficiency of resource use and help reduce the environmen-
tal impact of production.

In parallel with the development of energy projects, the
company is actively developing innovations, particularly in
the culinary field. MHP continues to transform from a raw
materials company into a culinary company, focusing on
ready-to-eat products and expanding the range of culinary
brands. This allows not only to expand the market segment
but also to increase the level of competitiveness, reducing
dependence on fluctuations in the agricultural market.
Thus, in 2019, poultry was the main product and brought
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67% of revenue, amounting to USD 292.12 million. Inno-
vations and retail activities include the development of in-
novative culinary solutions and the creation of a school for
the professional development of employees, which allows
the company to improve its products and services.

Thus, MHP’s diversification strategy covers a wide
range of areas, allowing the company to successfully adapt

to changes in the external environment, reduce risks, and
increase its competitiveness. At the same time, to further
strengthen its position, the company should focus on the
development of horizontal diversification, which will fur-
ther reduce the impact of the cyclical nature of the agri-
cultural market on its operations. Table 2 summarises the
main directions of diversification.

Table 2. Key strategies of MHP

Type of diversification

Main directions

Vertical diversification

Integration at various stages of the production process, increased control over supply and sales

Geographical diversification

Expanding our presence in new markets, including the European Union,
the Middle East and North Africa

Innovation

Introducing new technologies, developing new products, automating production

Energy

Investing in renewable energy sources, including bioenergy projects

Source: compiled by the author

The diversification strategy of MHP has had a signifi-
cant impact on its financial results, which has been reflected
in the improvement of key indicators, including revenues
and profitability. Thanks to the strategies implemented, the
company was able to reduce its dependence on the domes-
tic market and reduce the impact of seasonal fluctuations
on its operations. Diversification covered several areas: ver-
tical and geographical diversification, expanding the prod-
uct range through organic production, and investments in
the energy sector, in particular in renewable energy.

Since 2016, when the company focused primarily on
the production of chicken and grain, its financial perfor-
mance has been limited and the company has experienced
certain financial difficulties, including losses. This was the
result of low prices on international markets, currency
fluctuations and other economic factors. However, stra-
tegic initiatives aimed at diversification have significantly
improved the company’s financial performance. MHP has

begun to actively expand its sales markets, particularly in
the European Union, the Middle East and North Africa,
and to optimise its production processes, which has helped
to reduce operating costs and increase revenue.

Since 2018, the company has demonstrated steady
revenue growth, which was made possible by business
diversification. The expansion of the product range, in
particular through organic production, as well as suc-
cessful investments in the energy sector, led to improved
financial results and stabilised profitability. In particular,
the company’s export revenue grew by 474% in 2023 com-
pared to 2016, which demonstrates the effectiveness of its
diversification strategy and expansion of sales markets.
In 2023, the company reached new financial heights: its
total revenue exceeded USD 3 billion, up 14% compared
to 2022, and export revenue grew by 13% to USD 1.8 bil-
lion. Table 3 provides a comparison of the company’s key
financial indicators.

Table 3. MHP financial performance 2016-2024 (USD million)

Indicator 2016 2018 2023 2024 (3 quarters)
Revenue 244 1,136 3,000 2,262
Export revenue 115 660 1,800 1,368
(47% of the total) (58% of the total) (60% of the total)
Operating profit 68 283 339 346
Net profit -71 (loss) 142 142 141
Deprecintion and Amortiston (BBITDA) 89 362 45 47
Operating profit margin 28% 25% 11% 20%

Source: compiled by the author based on MHP (2016; 2018; 2023a; 2023b; 2024a)

An analysis of “Myronivsky Hliboproduct” financial
performance for 2016, 2018, 2023 and the first 3 quarters
of 2024 shows significant progress due to the implemented
diversification strategies. In 2023, the company achieved a
significant increase in revenues and exports, which con-
firms the effectiveness of the initiatives implemented. At
the same time, investments in the energy sector and the
expansion of the product range helped to reduce costs
and stabilise financial results. The diversification strategy

allowed the company not only to strengthen its position in
the domestic market, but also to significantly improve its
competitiveness in international markets.

Strategies for improving diversification management
at PJSC “Myronivsky Hliboproduct”

For the further improvement of the diversification man-
agement mechanism at MHP, several key aspects need
to be considered. These will not only contribute to the
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optimisation of existing processes but also to adaptation to
new market conditions, increased competitiveness, and the
effectiveness of the diversification strategy.

Expanding horizontal diversification is the first and
most important step. Although the company has already
achieved success in vertical and geographical diversification,
broadening the product range with new products unrelated
to the core business will allow the company to be less de-
pendent on cyclical fluctuations in the agricultural sector.
For example, consideration should be given to launching
new brands in other areas of the consumer market, such as
the production of beverages, frozen foods, and ready-to-
eat meals. This will not only reduce seasonal dependence
but also open up new sources of income for the company.

Secondly, it is necessary to improve integration and
cooperation with partners in the distribution and supply
stages. This can be achieved by creating strategic alliance
strategies that include collaboration with other agricultural
companies, raw material suppliers, and product distribu-
tors. Additional benefits can be gained from the joint use
of infrastructure, as well as reduced logistics costs. MHP
companies can enter new markets with minimal costs and
risks thanks to strategic partnerships. This will shorten the
time for adaptation in new markets.

Thirdly, the development of innovative methods for
managing production processes is an important step. Main-
taining high competitiveness depends on the introduction
of new technologies that increase production efficiency and
reduce costs. Increased productivity and reduced operat-
ing costs can be expected through the implementation of
artificial intelligence and automated production process
management systems. MHP is already investing in green
energy, particularly in bioenergy projects, and this should
be continued, actively integrating renewable energy sourc-
es into all stages of the production cycle.

Fourthly, the diversification strategy needs to continue
to evolve to penetrate international markets, especially the
markets of Asia and Latin America. Although the company
is already actively operating in the markets of Europe and
the Middle East, it will need to expand its export geogra-
phy to achieve greater financial stability. To do this, it is
necessary to adapt products to the needs of new markets,
taking into account customer tastes and preferences, as well
as local laws and regulations. This will lead to a significant
increase in export deliveries and stabilise income from in-
ternational operations.

In addition, the company needs to focus on improving
its marketing strategies so that it can adapt to new target
audiences. Current market trends require the company
to be flexible in brand management, constantly update its
product portfolio, and actively use digital platforms to in-
teract with end consumers. It is important to actively use
modern digital marketing methods and study consumer
behaviour, which will allow for the rapid adaptation of the
sales strategy to changes in consumer preferences.

The last aspect is improving the efficiency of inter-
nal management and human resource potential. For the

successful implementation of diversification strategies, it
is necessary to have highly qualified employees capable
of implementing new approaches in management and
innovation. MHP should invest in the training and de-
velopment of its personnel, particularly in the areas of di-
versification management, new technologies, and interna-
tional markets. This will allow for the creation of a more
effective team capable of solving complex problems in a
changing economic environment.

Diversification is an important strategy for reducing
risks and expanding the company’s opportunities, but it is
associated with certain risks that require careful analysis
and management. First of all, one of the main risks is fi-
nancial. Diversification requires significant investments in
new business lines, which may not always be justified in
the short term, especially if the new lines do not yield the
desired results or require high costs.

Another significant risk is operational inefficiency.
Increasing the scale of business and expanding the prod-
uct range can complicate management processes and
production activities, which, in turn, can lead to organ-
isational errors, production delays, and additional costs.
The risk of cultural and market adaptation is also impor-
tant, especially in the case of entering new international
markets. Failure to consider the cultural, economic, and
legal peculiarities of new markets can lead to failure and
financial losses. In addition, there is a risk of losing focus
on the company’s core business. Expanding activities into
new areas can lead to a diversion of attention from the
main business, which can negatively affect financial per-
formance and reduce competitiveness.

The risk of integrating new products and services
is also important, as incorrect assessment of the costs of
adapting technologies, resources, and personnel can lead to
additional difficulties and losses. Finally, reputational risk is
a key factor, as the unsuccessful launch of new products or
their non-compliance with quality standards can negatively
affect the company’s image and reduce consumer trust.

For the successful improvement of the diversifica-
tion management mechanism at MHP, a comprehensive
approach to change is necessary: optimising production
and logistics processes, expanding the product range, ac-
tively entering international markets, and using modern
marketing technologies. All these measures will contrib-
ute to the stable development of the company, risk reduc-
tion, and increased profitability in a constantly changing
economic environment.

DISCUSSION

Diversification is an important tool for businesses, contrib-
uting to their development and improved market compet-
itiveness. In the context of changing economic, social, and
environmental factors, the use of various diversification
strategies allows companies to reduce risks, ensure finan-
cial stability, and promote sustainable development.

Exploring the issue of increasing the competitive-
ness of woodworking enterprises, O. Agres et al. (2024),
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as well as D.A. Saidova (2024), focused primarily on the
organisational and economic mechanisms of diversifica-
tion. Their research, like the current work, confirmed the
importance of managerial, financial, technological, and
marketing tools for scaling and increasing the efficiency
of enterprises. The authors emphasised the need for the
introduction of modern technologies and the improve-
ment of management practices, the development of an
innovative strategy, and the creation of favourable con-
ditions for the implementation of innovations. Optimal
resource utilisation and effective management are key to
long-term success and competitiveness.

L. Nguyen-Thi-Huong et al. (2023) investigated the
impact of diversification and state support on the efficien-
cy of small and medium-sized enterprises, particularly on
the financial performance of companies. The results of
their work showed that diversification positively affects the
efficiency of enterprises, particularly the return on assets
(ROA) indicator. This suggests that using internal resourc-
es to expand activities can improve financial results. In
contrast, state support did not show a significant impact on
the financial efficiency of companies. The analysis of MHP’s
diversification strategy, built on the development of its own
resource base, aligns with this conclusion, despite the larger
scale of the enterprise. Similarly, the research by A. Khu-
daykulov et al. (2021) also draws attention to the impact of
state support on the diversification process of enterprises,
especially in conditions of economic instability. Here, the
emphasis is on aspects of cooperation between enterpris-
es and on the evaluation of the effectiveness of state aid in
stimulating diversification. The study of enterprises that re-
ceived state support concluded that although support from
the state can be an important factor in the diversification
process, it is not always decisive for success. The current
research, particularly using the example of MHP, focuses
on diversification strategies based on the internal capabili-
ties of the enterprise, where the effectiveness of strategies is
assessed through financial results and risks characteristic of
the specific conditions of the company.

The research by K. Itiola (2023) focuses on the stra-
tegic management of diversification as a way to improve
the financial performance of companies. The scholar an-
alysed the application of various diversification strategies
to achieve sustainable development and increase the com-
petitiveness of enterprises. He emphasised the effectiveness
of horizontal and vertical diversification of small and me-
dium-sized enterprises, particularly in retail. The emphasis
in the current work was also placed on these types of diver-
sification, which made it possible to obtain a more detailed
understanding of the impact of such strategies on the de-
velopment efficiency of enterprises.

The research by K. Arai & S. Hayashi (2021) showed
the importance of diversification as a tool for reducing
risks and increasing the competitiveness of enterprises in a
changing economic environment. The authors emphasised
the importance of a comprehensive approach taking into
account both internal factors of the company and external

market conditions. Their research explained business diver-
sification strategies, especially in the context of companies
operating in several related industries. The effectiveness of
the approach was confirmed by the practical example of the
implementation of such strategies in the agro-industrial
sector, described in the current work.

The work by I. Razak (2022) focuses on general di-
versification trends at the macro level, with an analysis of
economic factors influencing this process in the context of
global changes. In turn, the presented research focused on
specific examples of vertical and geographical diversifica-
tion using the example of MHP, which allowed for a deeper
assessment of the advantages and risks of such strategies for
individual enterprises in real conditions.

The research by M. Andreasson et al. (2024) focuses on
the study of digital diversification processes in established
companies, emphasising the implementation of digital
innovations, both related and unrelated to the core activ-
ities of companies, to scale their business. The authors an-
alysed various digital transformation strategies that allow
enterprises to effectively diversify their activities, optimise
business processes, and improve financial performance. In
contrast, the current research focuses on energy diversifi-
cation in the agro-industrial sector, particularly on the in-
troduction of alternative energy sources as a tool to reduce
dependence on traditional energy resources and increase
the financial stability of enterprises. When considering en-
ergy diversification, the emphasis was placed on the impact
of this strategy on the financial results of agricultural com-
panies, allowing for an assessment of how the integration
of new energy solutions contributes to cost reduction and
increased competitiveness of enterprises. Although digital
technologies have significant potential for business trans-
formation, this research focuses primarily on energy inno-
vations as one of the main directions of diversification in
the agro-industrial sector.

Given that effective leadership allows for the reduc-
tion of the negative impact of diversification on a com-
pany’s financial results, the research by E.E. Silalahi &
[.B. Dwinanto (2021) underscores the importance of the
CEO’s role in managing company expansion. The authors
emphasised the importance of leadership in managing
risks associated with diversification, which helps mini-
mise its negative impact on the business. In the context
of this work, the current research focused on various di-
versification strategies and their impact on the company’s
financial performance. This allows for an assessment of
the effectiveness of these strategies through specific finan-
cial results, which is important for achieving stability and
sustainable development of the enterprise.

The study by J.C.D. Valliant et al. (2021) examined
the impact of climate change on agriculture and farmers’
adaptation strategies, particularly through the diversifi-
cation of agricultural products. However, this approach
focused on the family and social aspects of management,
which limits the application of the strategy at broader
levels. In contrast, in this research, the strategic approach
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to diversification is more universal, in particular, vertical
and geographical diversification are considered, which al-
lows for the adaptation of strategies to different types of
enterprises and industries.

The main advantage of diversification is the reduction
of risks associated with market fluctuations and changes in
the economic environment. However, the effectiveness of
these strategies depends on the correct choice and integra-
tion with other management practices, such as cost opti-
misation and strategic management. The examples studied
confirm that diversification is a necessary element for en-
suring the long-term development of enterprises in chang-
ing economic conditions.

CONCLUSIONS

The research established that diversification is an effective
strategic tool for enhancing a company’s resilience in the
face of economic instability. It allows for a reduction in
dependence on a single type of activity, lowers risks, and
ensures stable revenue growth. An analysis of the main
theoretical approaches to diversification showed that com-
panies can employ various strategies, including horizontal,
vertical, concentric, and conglomerate diversification, each
with its own advantages and challenges.

The practical analysis of diversification strategies
using the example of PJSC “Myronivsky Hliboproduct”
confirmed that their implementation contributes to the
growth of the company’s financial stability and market
opportunities. Thanks to diversification, the company’s
total revenue increased from USD 244 million in 2016 to
USD 3 billion in 2023, indicating a significant improve-
ment in financial indicators. The share of export revenue
increased from 47% (USD 115 million) in 2016 to 60%
(USD 1.8 billion) in 2023, demonstrating the success of
geographical diversification.

Key strategies in achieving these results included verti-
cal integration, the development of new brands, and entry
into international markets. In particular, the expansion of
the product range through new brands such as “Lehko!”
and “Déner Market” contributed to the company’s in-
creased competitiveness. Furthermore, investments in bio-
energy allowed for a reduction in dependence on tradition-
al energy resources and increased production efficiency.

The assessment of diversification effectiveness using
financial indicators showed that the company’s operating

profit increased from USD 68 million in 2016 to
USD 339 million in 2023 and to USD 346 million for the
three quarters of 2024. At the same time, EBITDA in-
creased from USD 89 million in 2016 to USD 445 million
in 2023 and to USD 437 million for the three quarters of
2024, indicating a growth in business profitability.

However, the research identified a number of challeng-
es associated with the implementation of diversification
strategies. The main difficulties include the necessity of sig-
nificant investments in new business lines, the complexity
of managing expanded structures, and the risks associat-
ed with entering new markets. For example, the operating
profit margin decreased from 28% in 2016 to 11% in 2023,
indicating the need to optimise costs and improve the effi-
ciency of resource utilisation. However, in 2024, it rose to
20%, suggesting a stabilisation of the situation.

To improve the mechanism of diversification manage-
ment, companies are recommended to expand horizontal
diversification, particularly by entering new segments of
the consumer market, such as the production of beverages
or frozen food. Strengthening strategic partnerships and
cooperation mechanisms to reduce logistics and supply
costs is also an important direction.

Thus, diversification is a powerful tool for enhancing
a company’s competitiveness. However, its effectiveness
depends on careful strategic planning, analysis of the mar-
ket environment, and the use of innovative technologies.
Further research in this area could focus on optimising the
management of diversification strategies in conditions of
global instability. The prospects for research include the
development of more flexible models for managing diversi-
fication that take into account the dynamic changes in the
global economy and technological innovations. A limita-
tion of the research is the analysis of data from a specific
company, which may complicate the generalisation of con-
clusions to other industries and types of business.
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KoMnnekcHu opraHisauinHo-eKOHOMIYHUN MeXaHi3M ynpaBniHHSA
edeKTUBHOIO AnBepcudikauieto nianpmMeMcTBa

Oner MNywko

AcnipaHT
[lepxaBHW TOProBenbHO-EKOHOMIYHWIN YHIBEpCUTET
02156, Byn. KioTo, 19, M. KuiB, YkpaiHa
https://orcid.org/0009-0005-5170-8011

AHOTaUif. MeTor0 fOCTIIHKEHHA Oy710 po3pobuTy Imigxony o oITUMisaNil yrpaBIiHHA AuBepcudikalielo NifIpreMcTBa B
YMOBAX Cy4acHMX eKOHOMIYHMX 3MiH JUIA NifIBUIIEHHA KOHKYPEHTOCIPOMOXKHOCTI Ta (piHaHCOBOI cTabinbHOCTI. B mpoweci
TOCTIiKeHHA Oy/I0 pO3IIAHYTO TEOPETUYHI OCHOBMU YIIPaBIiHHA AyBepcudikallielo, a TAKOX OLIIHEHO 3aCTOCYBaHHA
cTpareriit BepTHKaIbHOI Ta reorpadivnoi arBepcudikariii, 1o F03BOSAIOTh 3MEHIINTY PUSMKH 1 MIABUIINTY CTAOITBHICTD
koMmnaHii. OCHOBHI pe3y/IbTaTy JOCIiI>KeHH IIPOLeMOHCTPYBaJIMY, LI0 CTpaTeria puBepcudikauii, BmpoBamxeHa
[Ty6nivHuM aKI[iOHepHMM TOBapUCTBOM «MUPOHIBCHKIUIT X/TIOOIPOAYKT», Ma€ 3HAYHWIT TO3UTVBHUI BIUIMB Ha iHaHCOBI
pesynbraTy KoMmasii. Y nepiop 3 2016 o 2024 poxu 3arajbHNI JoXij KoMnaHil 3pic 3 244 miH gomapis CIIIA mo 3
mpp gonapis CIIIA, mo craHOBUTD NpupicT Ha 14 %. ExcriopTHMIT foXif 3a ToV camuil Iiepiox 36inbmmBces Ha 52 %,
nocarHysmn 1,8 mupp gomapis CHIA, mo cknagae 60 % Bif 3arasbHOTO goxony kommanii. KpiM Toro, onepaniriamii
pulyToK 3pic Ha 33 %, a IpUOYTOK O BUpPaxXyBaHH:A BifICOTKIB, IOAATKIB, 3HOCY Ta amoprusanii (EBITDA) spic Ha 16 %,
IO CBIIYUTD PO YCHIIIHY peasisaliio crpareriit ausepcudikanii. OHIM i3 TOIOBHUX pe3y/IbTaTiB CTaI0 3MEHIIEHHA
3aJIKHOCTI BiJl BHYTPILIIHbOTO PUHKY, 3aBJAKYU PO3IINPEHHI0 reorpadii eKcropry Ta po3BUTKY iHHOBALII/IHMX HAaIIPAMIB,
30KpeMa B eHepreTMYHOMY CeKTOpi. IHBecTuliii B 3e/71eHy eHepreTHKY JO3BONNM/IN 3HUSUTH ONepalliliHi BUTPATH, a TAKOX
IiIBUIINTY €KOTOT1YHY epeKTVBHICTb BUpOOHIYMX npoleciB. Takoxx puBepcudikaliis B cerMeHTi po3apibHoi Toprisi Ta
posuMpeHHs Mepexxi OpeHiiB, Takux Ak «Hamra Pada» Ta «M’acoMapkeT», Clipusamm 361IbIIeHHIO PUHKOBOI IPUCYTHOCTI
i momaTkOBOMY 3pOCTaHHIO JOXOAIB. BUCHOBKU cBif4aTh, o cTpateria guBepcudikanii 6yna eeKTUBHOI Ta CIpUsAIa
3pocTaHHI0 GiHaHCOBOI CTilIKOCTi KoMITaHil. PesynrbraTy ZOCIiKeHH MiATBEPAXKYIOTh BXX/IMBICTD iHTerparil HOBMX
HaIpsMiB Jis/IbHOCTI /IS 3MeHIIeHHA PU3UKIB i 3a6e3ledeHHs JOBrOCTPOKOBOI CTabiIbHOCT]

Knto4oBsi cnoBa: ¢inancosi mokasHuKy; iHBecTnil; piHAHCOBI pM3NMKYU; KOHKYPEHTOCIPOMOXHICTD; CTIMIKICTD
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Abstract. Economic growth and personal well-being have been greatly affected by the spread of digital financial services,
especially in emerging nations. The purpose of this study was to investigate the impact of technological infrastructure
and connectivity on startup sustainability of selected fintech industries. Specifically, the study examined the effects of
cybersecurity measures, 5G and beyond, and Internet of Things (IoT) on startup sustainability. A survey research design
was selected, involving a population of 10,896 workers from 15 different fintech businesses. Using Krejcie and Morgan’s
formula, the final sample size was determined to be 386 individuals. Data collected was analysed using PLS-SEM. Findings
revealed that 5G and beyond had the strongest effect on startup sustainability (3=0.363, t=6.005, p <0.000), followed by
cybersecurity measures (8=0.252, t=4.262, p <0.000), and Internet of Things (8=0.223, t=3.862, p=0.000). It was concluded
that technological infrastructure and connectivity were crucial for startup sustainability of selected fintech industries. It
is therefore strongly recommended that a manager of a fintech startup concentrate on ensuring that the fundamental
components of the behavioural fintech ecosystem, such as the Internet of Things, 5G and beyond, and cybersecurity
measures, are suitably implemented and practised within the company to increase the sustainability of fintech startups.
The practical value of this study lies in providing actionable insights for fintech startup managers to prioritise investments
in technological infrastructure and connectivity, such as 5G, IoT, and cybersecurity, thereby enhancing their companies’
long-term sustainability and competitiveness in the rapidly evolving digital financial landscape

Keywords: cybersecurity measures; 5G; Internet of Things; digital connectivity; emerging markets; financial technology

INTRODUCTION

In the dynamic landscape of financial services, the inte-
gration of advanced technologies has become a pivotal
factor in shaping the operational efficiency and growth
trajectories of financial technology (fintech) companies.
The infusion of digital tools and platforms has not only
streamlined financial operations but also introduced in-
novative business models that cater to a diverse clientele.
This technological evolution has been instrumental in
enhancing the accessibility and quality of financial ser-
vices, thereby fostering greater financial inclusion. For
instance, fintech innovations enabled the development of
sustainable investment platforms that empower investors

to allocate capital towards environmentally friendly pro-
jects, aligning financial objectives with sustainability
goals (Hadizadeh et al., 2024). Additionally, fintech’s use
of data analytics and machine learning simplified the in-
dividualisation of financial services, which increased cli-
ent engagement and satisfaction (Odegbesan et al., 2023).
These developments demonstrate how technology is revo-
lutionising the financial industry by fostering innovation
and improving service rendering.

Economic growth and personal well-being are great-
ly affected by the spread of digital financial services, espe-
cially in emerging nations. Underprivileged communities
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benefit from the virtual infrastructure created by the wide-
spread use of mobile devices and internet connectivity. For
instance, greater acceptance of digital financial services was
favourably connected with the growth of mobile network
coverage in sub-Saharan Africa, which led to the promo-
tion of financial inclusion (Ndofirepi & Steyn, 2024). This
pattern reflects a larger worldwide trend where digital fi-
nance platforms are expanding access to financial servic-
es, which helps to reduce poverty and promote economic
growth. Fintech’s potential to close financial gaps and boost
economic activity is best demonstrated by its capacity to
reach isolated and previously unbanked people. Addition-
ally, fintech’s contribution to green finance projects has at-
tracted a lot of attention. Fintech companies are encour-
aging environmentally conscious financial practices and
supporting investments in sustainable projects by utilising
data-driven methodologies. For instance, the use of block-
chain technology improved carbon trading and sustainable
supply chains’ efficiency and transparency, which helps to
maintain a sustainable environment (Hajoary et al., 2024).
Fintech’s varied role in tackling global environmental is-
sues and promoting economic growth is highlighted by this
junction of finance and sustainability.

A major problem for firms striving for sustainability
is cybersecurity. Because they sometimes lack the means
to put strong cybersecurity measures in place, small busi-
nesses are prime targets for cybercriminals. S. Asoba &
N. Mefi (2023) noted that small enterprises’ lack of cyberse-
curity infrastructure and experience makes them particu-
larly susceptible to cyberattacks. Data breaches, monetary
losses, and reputational harm are all probable outcomes
of this vulnerability, which can jeopardise a startup’s long-
term survival. Additionally, startups must constantly up-
grade their security policies to protect against changing
threats due to the quick rate of technology advancement.
This can be a challenging and resource-intensive undertak-
ing. This problem is exacerbated by the absence of stand-
ardised cybersecurity frameworks, since startups may find
it cumbersome to put in place efficient security measures in
the absence of defined rules (Wu et al., 2023). A systematic
strategy to cybersecurity is needed to address these issues,
one that incorporates best practices, staff training, and in-
vestments in security infrastructure (Rathi, 2023).

For startups, the introduction of 5G technology brings
both possibilities and difficulties. 5G raises serious security
issues despite promising improved capabilities and faster
communication. A review by D. Han et al. (2024) claimed
that startups confront a significant obstacle due to the larg-
er attack surface in 5G networks, which is brought on by
a greater number of connected devices and network com-
plexity. Furthermore, 5G’s use of network slicing may intro-
duce vulnerabilities; security lapses in one virtual network
slice could jeopardise others, therefore strong isolation
measures are required to safeguard private information.
Furthermore, if not appropriately handled, the intricacy of
the new authentication methods in 5G networks may result
in vulnerabilities. To reduce these dangers, startups must

spend money on innovative security measures like end-to-
end encryption and ongoing security monitoring (Zhang &
Ji, 2024). Significant capital expenditure is also necessary
for the quick rollout of 5G infrastructure, which might be a
major hardship for businesses with little funding (Autio et
al., 2024). As a result, even though 5G promises exciting
developments, companies must carefully handle these ob-
stacles to properly reap the rewards.

Startups can improve operations and consumer expe-
riences in innovative ways through the Internet of Things
(IoT). IoT solution integration, however, comes with a se-
ries of complications that may affect sustainability. Accord-
ing to V. Hernandez et al. (2024), a significant obstacle is
the absence of standards since it complicates the integra-
tion of devices from various manufacturers and prevents
the development of a smooth IoT ecosystem. Privacy and
data security issues are also significant; IoT devices’ mas-
sive data collecting raises the possibility of cyberattacks
and data breaches, which could jeopardise personal data.
Furthermore, for startups with tight budgets, the prohibi-
tive implementation costs of IoT solutions, which include
the price of purchasing and deploying devices and infra-
structure, can be unaffordable (Ossen et al., 2023). Since
dependable networks are necessary for efficient operation,
the implementation of IoT solutions is made more chal-
lenging by the limited infrastructure and connectivity in
some areas. Startups must seek uniformity in IoT devices,
engage in strong security measures, and carefully consider
the cost-benefit ratio of deploying IoT solutions to over-
come these obstacles (Eseigweneme et al., 2024).

The objectives of this study were to ascertain how cy-
bersecurity measures affected startup sustainability, exam-
ine how 5G and beyond impacted startup sustainability, and
assess how the Internet of Things (IoT) influenced startup
sustainability. The purpose of this study was to provide ac-
tionable insights for fintech startup managers to prioritise
investments in technological infrastructure and connectiv-
ity, such as 5G, IoT, and cybersecurity, thereby enhancing
their companies’ long-term sustainability and competitive-
ness in the rapidly evolving digital financial landscape.

LITERATURE REVIEW

Presently, technological infrastructure is crucial for or-
ganisations since it offers the framework required for
smooth communication and effective operations. Togeth-
er, these components hardware, software, networks, and
data centres allow businesses to operate efficiently in the
digital age. A crucial element of this infrastructure - con-
nectivity — guarantees the seamless integration of these
systems and makes it easier for data and information to
be shared across several channels. Strong technology in-
frastructure and connectivity are becoming increasingly
significant as firms expand and adopt innovative digital
technologies (Dahri et al., 2024).

Connectivity and technology infrastructure are close-
ly related, and this relationship is essential to sustainabil-
ity and corporate strategy. Businesses can innovate and
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strengthen their competitive edge using well-developed
technology systems (Hercheui & Cornford, 2025). Ad-
ditionally, data-driven decision-making is supported by
high-speed internet and cloud technologies, which im-
prove client experiences and streamline operational pro-
cedures (Chen et al., 2023). Businesses may be flexible
and adaptable to shifting market conditions by having the
ability to communicate with partners and customers easily,
even when they are located on other continents (Khimani
& Singhal, 2024). In this regard, the creation of effective
IT infrastructure promotes long-term strategic growth in
addition to ensuring daily business operations.

According to K. Sekhar (2024), startup sustainability is
the idea of incorporating social, environmental, and eco-
nomic factors into corporate operations to ensure the long-
term viability of new endeavours. This strategy places a
strong emphasis on the value of implementing eco-friend-
ly procedures, guaranteeing decent working conditions,
and giving back to the community while profiting (Li et
al., 2017). Sustainable startups are increasingly regarded as
trailblazers, establishing a model for incorporating corpo-
rate social responsibility into business strategies, as noted
by U. Dzakiy (2018). Apart from increasing their brand
value, these firms attract a growing number of socially con-
scious customers by embracing environmental goals.

For startups, obtaining sustainability is a complex pro-
cess that calls for creativity and adaptation at various phas-
es of growth. Startups prioritise creating a distinctive value
proposition and achieving market fit in their early phases,
often with little funding (Robertsone & Lapina, 2023). But
when firms get older, including sustainability becomes essen-
tial to their success. This could entail developing sustainable
supply chains, optimising resource usage, and implementing
green technology (Tan & Miller, 2023). Partnerships with
like-minded groups can also help firms enhance their sustain-
able practices. As a result, sustainability becomes crucial for
both satisfying customer demands and building a strong basis
for resilience and long-term growth (Lammers et al., 2022).

Beginning sustainability is significantly affected by
technological infrastructure and connection, which offer
the resources and tools required for expansion and envi-
ronmental responsibility. Startups can lower operating
costs, track environmental effects, and effectively imple-
ment sustainable practices by having access to innovative
technologies like cloud computing and digital platforms
(Prasetyo et al., 2025).

Integrating cybersecurity safeguards from the begin-
ning helps assure a startup’s survival and success in a com-
petitive market, since many lack the means to recover from
such disasters (Danchuk & Danchuk, 2024). Additionally,
entrepreneurs can avoid legal problems that could result
from non-compliance, which could negatively affect their
sustainability, by following international standards like the
GDPR. Startups can improve their client experience, cus-
tomise services, and streamline their business models by
processing massive amounts of data in real time. 5G also
facilitates smooth integration across a range of sectors,

such as healthcare, banking, and logistics, which helps new
businesses in these areas grow quickly (Yong et al., 2022).
Although 5G has many advantages, there are drawbacks as
well that companies must overcome to maintain their viabil-
ity. Smaller companies may find it challenging to fully ben-
efit from 5G technology due to the prohibitive cost of the
equipment required to support these networks (Bigliardi et
al., 2025). Furthermore, as 5G becomes more widely used,
cybersecurity issues become more pressing since the wider
network may expose companies to new security flaws (Had-
izadeh et al., 2024). Startups face the difficulty of striking
a balance between the advantages of 5G’s expanded capa-
bilities and the requirement for strong security frameworks
to safeguard their business operations and client informa-
tion (Odegbesan et al., 2023). In a fiercely competitive and
rapidly changing market, startups that make cybersecuri-
ty investments in tandem with 5G adoption will be better
positioned to capitalise on its potential while guaranteeing
long-term resilience and growth (Ndofirepi & Steyn, 2024).

Furthermore, by providing more customised expe-
riences like smart gadgets that adapt to consumers’ pref-
erences IoT can raise customer happiness (Hajoary et
al., 2024). Long-term sustainability is supported by these
qualities, which enable startups to scale operations effec-
tively and offer distinctive value propositions that set them
apart from rivals (Asoba & Mefi, 2023). However, privacy
and security issues become more prevalent as the number
of connected devices rises. Since every IoT device can be-
come a target for cyberattacks, startups must put strict se-
curity measures in place (Wu et al., 2023). Furthermore, as
startups install more devices, there is rising concern about
the environmental impact of IoT, including the problem of
electronic waste, or e-waste (Rathi, 2023). When adopting
IoT, startups should prioritise sustainable methods like re-
cycling outdated models and building gadgets with longer
lifespans (Han et al., 2024). Startups can use IoT to stimu-
late growth and innovation while guaranteeing the long-
term viability of their business by tackling cybersecurity
and environmental issues (Zhang & Ji, 2024).

Introduced by E. Autio et al. (2024), the Technolo-
gy-Organisation-Environment (TOE) hypothesis examines
the variables affecting the adoption of technological break-
throughs in companies. It highlights the three key contexts
technology, organisation, and environment that together
influence a company’s capacity to embrace and incorporate
technology. The organisational context includes a compa-
ny’s resources, culture, and management; the technological
context is concerned with the state and preparedness of the
technology; and the environmental context includes exter-
nal factors like industry trends, market competition, and
regulatory pressures (Herndndez et al., 2024). The concept
is especially helpful for understanding how fintech firms
use connection and technology infrastructure to secure
their long-term viability in a changing market.

According to the TOE theory, companies assess
their technological readiness based on both internal re-
sources and external forces, and technology adoption is
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influenced by both internal and external environmental
factors (Ossen et al., 2023). It is criticised, meanwhile, for
being unduly general and failing to address the particular
subtleties of rapidly changing industries like fintech, where
technical change happens at a breakneck pace. Notwith-
standing these objections, the TOE theory offers insightful
information about how organisational preparedness and
external elements, including market demand and regula-
tory restrictions, influence the technological infrastructure
and connectivity choices made by fintech businesses. Anal-
ogous studies demonstrated that, specifically in tech-driv-
en businesses like fintech, matching organisational and
environmental aspects with technological skills is essential
for startup sustainability (Eseigweneme et al., 2024). Thus,

the combination of organisational capabilities and external
conditions is a key factor in the sustainable development of
startups in the fintech sector.

MATERIALS AND METHODS

This study employed a survey research approach to collect
data from a population of workers in specific fintech sec-
tors and characterise the phenomenon pertaining to the
influence of connectivity and technology infrastructure on
startup sustainability. As of 2024, 10,896 workers from 15
different fintech businesses in Nigeria made up the study’s
population. The study focused on 15 fintech company of-
fices in Ilorin, Kwara State, Nigeria. The companies are
presented in Table 1.

Table 1. Fintech firms in Nigeria

Seq. No. Fintech industries Employees

1 Opay 1,542
2 PalmPay 1,330
3 Moniepoint Inc. 2,241
4 Kuda 200
5 Piggyvest 120
6 Paga 383
7 Cowrywise 555
8 Paystack 237
9 Carbon 502
10 Fairmoney 870
11 Flutterwave 930
12 Remita 90
13 Interswitch 1,614
14 Bankly 90
15 Bamboo 192

Total 10,896

Source: compiled by the author of this study

A questionnaire was used to collect the information
required for this study. Overall, 357 responses, or 92.5% of
the expected sample size, were collected; 29 more responses
are required to achieve the expected sample size. Thus, the
authentic responses comprised the data used in this study.
Employees from different departments inside the fintech
companies were chosen using a multi-stage sampling pro-
cess including stratified sampling to select by department
and simple random sampling to select respondents from
each department to determine the right sample size. Using
Krejcie and Morgan’s formula, 386 individuals were select-
ed as the final sample size, suitable for a moderate popu-
lation. A structured questionnaire was the primary data
collection instrument used in this investigation. The ques-
tionnaire was designed to cover the major aspects under
study which included several items with a 5-point Likert
scale options as response options.

The survey was conducted following the ethical stand-
ards for working with people (American Sociological Asso-
ciation..., 2018). Respondents’ participation in the survey
was voluntary, consent to take part and publish the results

was requested directly from the respondents; confidential-
ity was guaranteed and maintained; there was no discrimi-
nation or pressure on the respondents. To assess the valid-
ity of the questionnaire and ascertain whether it accurately
gauges the influence of connectivity and technological in-
frastructure on startup sustainability, construct validity was
employed in this study. The internal consistency questions
in the questionnaire were subjected to a Cronbach Alpha
and composite reliability analysis since it helps to deter-
mine the internal consistency of the constructs of the study.
Structural equation modelling (SEM) was employed to as-
sess how the independent factors affected the dependent
variable. Startup sustainability was the dependent variable
in this study report, whereas technological infrastructure
and connectivity was the independent variable. Since struc-
tural equation modelling (SEM) was employed in the re-
port, the following model was used:

SS=f (cybersecurity [DEM + TDC + ACM] +5G
and beyond [NLR + ECA + UHSC] +
+ Internet of Things (IoT) [RTDA + ASI+DIS], (1)
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where SS - Startup Sustainability; DEM - Data Encryption
Methods; TDC - Threat Detection Capabilities; ACM -
Access Control Measures; NLR - Network Latency Re-
duction; ECA - Edge Computing Adoption; UHSC - Ul-
tra-High-Speed Connectivity; RTDA - Real-Time Data
Analytics; ASI - Autonomous System Integration; DIS —
Device Interoperability Standards.

RESULTS AND DISCUSSION
Strong cybersecurity measures must be put in place if
startups want to remain sustainable over the long run.
Cybersecurity enhances the company’s overall credibility
in addition to safeguarding private information and intel-
lectual property, which is crucial for startups that mostly
depend on client loyalty (Dahri et al., 2024). Startups can
reduce the risk of data breaches and cyberattacks, which
can result in large financial losses and reputational harm,
by implementing a proactive cybersecurity strategy
(Chen et al., 2023). Integrating cybersecurity safeguards
from the beginning helps assure a startup’s survival and
success in a competitive market, since many lack the
means to recover from such disasters (Hercheui & Corn-
ford, 2025). Hence, the first hypothesis states as follows:
H1: Startup sustainability is positively affected by cyber-
security measures. Startups now have more options than
ever before to revolutionise their businesses because to
the introduction of 5G technology. 5G makes it possible
to develop applications like real-time data analytics, aug-
mented reality (AR), and sophisticated Internet of Things
(IoT) solutions that were previously impractical due to
its faster data throughput and lower latency (Khimani &
Singhal, 2024). This improved connectivity can induce
product and service innovation, giving entrepreneurs a
major competitive advantage in areas that move quick-
ly (Sekhar, 2024). Hence, the second hypothesis states as
follows: H2: Startup sustainability benefits from 5G and

beyond. Startups can use the Internet of Things (IoT) to
find creative methods to streamline operations, cut ex-
penses, and enhance customer satisfaction. IoT allows
companies to gather useful data for resource manage-
ment, predictive analytics, and customised services by
linking different systems and devices (Li et al., 2017). For
example, real-time inventory level tracking via IoT-en-
abled sensors can cut waste and improve resource allo-
cation (Dzakiy, 2018). Hence, the third hypothesis states
as follows: H3: Startup sustainability benefits from the
Internet of Things (IoT). All these hypotheses were test-
ed to cumulatively determine the effects of technological
infrastructure and connectivity on startup sustainability.
This provided accurate details of the relationship as well
as cause and effect of the various components of techno-
logical infrastructure and connectivity.

Table 2 presents the mean and standard deviation of
the variables/indicators used in the study and obtained
from the questionnaire used for the study. The study con-
sidered the sustainability of startups, tech infrastructure,
and connectivity. A series of significant indicators were
evaluated, each of which provided insight into a distinct
aspect of these topics. For both academics and practition-
ers, the mean scores, standard deviations, and number of
observations used for each indicator offer insightful infor-
mation and significant consequences. The comparatively
high mean score (above 3) for the questions indicated that
respondents believed connectivity and tech infrastructure
to be significantly related to the sustainability of startups.
In each instance, the standard deviation was modest, sug-
gesting that the replies deviated little from the mean. These
descriptive findings highlighted the complex relationship
between connection and digital infrastructure and the sus-
tainability of companies. These highlighted how crucial it
is for companies to be sustainable through effective tech
infrastructure and connections.

Table 2. Descriptive analysis of responses and normality test

Mean Stal.lda}rd Excess kurtosis Skewness Num!)er

deviation of observations used
5G and beyond 1 2.941 1.259 -1.047 0.035 357.000
5G and beyond 2 3.555 1.333 -1.061 -0.471 357.000
Cybersecurity measures 1 3.092 1.309 -1.134 -0.262 357.000
Cybersecurity measures 2 3.361 1.207 -0.742 -0.406 357.000
Internet of Things 1 2.689 1.235 -0.960 0.206 357.000
Internet of Things 2 3.235 1.281 -1.111 -0.158 357.000
Startups’ sustainability 1 3.639 1.327 -0.741 -0.681 357.000
Startups’ sustainability 2 3.639 1.255 -0.891 -0.521 357.000
Startups’ sustainability 3 3.050 1.295 -1.075 -0.071 357.000

Source: developed by the author of this study using SmartPLS Output

According to the distribution’s normality results, the
sample size was greater than 100, meaning that an absolute
skewness value of + 1.0 or less was required for the data to
be considered normal. Additionally, for kurtosis, a normal
peak must have an absolute value of + 3.0 because any result
below that threshold could be serious and cause concern. All

variables were under the absolute value criterion of + 1.0,
according to the normality results, while the kurtosis values
were within the value of + 3.0 in absolute terms. The results
of the normality test indicated that all the data entered for
the study were normally distributed and suitable for further
analysis and deductions. This suggested that all the variables
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used to measure the regulatory framework had a moderate
mean with little deviation from the mean, and that they were
all normally distributed. Therefore, the variables were useful
for establishing the causal relationship between the sustain-
ability of startups and tech infrastructure and connectivity.

Cybersecurity measures, 5G and beyond, and the In-
ternet of Things against startups’ sustainability were the
variables used to quantify digital infrastructure and con-
nectivity to evaluate their influence on sustainability. These
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Cybersecurity

Measures 0.252

5G and Beyond 1

*0s816
0875 0.363
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variables were crucial for understanding how technological
advancements and security practices influenced the long-
term sustainability of fintech startups in the digital age.
Analysing their effects can help identify key strategies to
enhance the resilience and growth potential of these inno-
vative enterprises.

Figure 1 presents the impact of connection and tech-
nology infrastructure on the sustainability of startups as
evaluated by the structural route model.

Startups’ Sustainab...
09197 "
—0.940 — Startups' Sustainab...
—~—
0717,

Startups’ Startups’ Sustainab...

Sustainability

Figure 1. Path model of tech infrastructure and connectivity and startups’ sustainability
Source: developed by the author of this study using SmartPLS Output

The model had one dependent variable - the sus-
tainability of startups, and three independent variables —
cybersecurity measures, 5G and beyond, and the Inter-
net of Things. The model’s findings demonstrated that
the sustainability of startups was significantly and pos-
itively affected by all three independent variables. This
indicated that connectivity and digital infrastructure
were critical for businesses since they could improve the

sustainability of startups. The specific effects demon-
strated that every independent variable significantly
affected the viability of startups. This suggests that to
improve the sustainability of startups, companies must
concentrate on digital infrastructure and connection.
Table 3 presents significant statistical indicators pertain-
ing to the validity and construct reliability of the study’s
four latent variables.

Table 3. Construct reliability and validity

Cronbach’s alpha Composite reliability Average variance extracted (AVE)
5G and beyond 0.706 0.834 0.716
Cybersecurity measures 0.703 0.871 0.771
Internet of Things 0.701 0.867 0.766
Startups’ sustainability 0.827 0.897 0.747

Source: developed by the author of this study (SmartPLS 3.2.9 Output)

These metrics helped to evaluate how well these varia-
bles quantified the fundamental ideas they were meant to re-
flect. Cronbach’s Alpha and Composite dependability were
the two key measurements used to assess construct depend-
ability. Cronbach’s Alpha assesses a latent variable’s internal
consistency by determining the extent to which each item
is related to every other item. Decent quality was shown by
the internal consistency scores of the four latent variables,
which were above 0.7. Since these values were much greater
than the widely accepted threshold of 0.7, they suggested
that the items within each variable were reliable markers
of the related structures. Composite reliability is another
construct reliability statistic that accounts for both internal
consistency and the relationships between the items and the

latent variable. All the variables in this study showed strong
composite dependability, providing a more trustworthy
measure of reliability, with all values above 0.7. The latent
variables’ high values suggested that they were trustworthy
predictors of the constructs they represented. The table also
presents the Average Variance Extracted (AVE), which eval-
uated each latent variable’s convergent validity. The degree
to which items in a variable measure the same underlying
notion and are related to one another is known as conver-
gent validity. All the AVE values in the table were greater
than the suggested threshold of 0.5. This indicates that the
items for each latent variable were effectively converging
and measuring their respective constructs as a whole. The
findings suggest that the latent variables under study had
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high construct validity and reliability. The choice of these
variables as valid and dependable measures in the study was
supported by their strong composite reliability, high inter-
nal consistency, and adequate convergent validity.

Compelling evidence of discriminant validity among the
latent variables Internet of Things, cybersecurity measures,
startups’ sustainability, and 5G and beyond is supported by
the findings of the discriminant validity study in Table 4.

Table 4. Discriminant validity

5G and beyond Cybersecurity measures | Internet of Things Startups’ sustainability
5G and beyond 0.846
Cybersecurity measures 0.703 0.878
Internet of Things 0.677 0.595 0.875
Startups’ sustainability 0.692 0.641 0.619 0.864

Note: the table is presented with empty cells, as it displays only the square roots of the Average Variance Extracted (AVE) on the diagonal
and the intercorrelations of the latent variables in the lower triangle, consistent with the standard output format generated by SmartPLS

software

Source: developed by the author of this study using SmartPLS 3.2.9 Output

Whether these constructs were separate and not
strongly associated with each other was determined by
discriminant validity. Examining the correlations showed
that off-diagonal values, representing correlations be-
tween different variables, were significantly lower than
diagonal values, which represented each variable’s corre-
lation with itself. This supported the idea that each latent
variable was unique and measured a separate feature of
the overall construct by indicating that each latent vari-
able had a stronger relationship with itself than with the
other constructs. The Internet of Things was highly corre-
lated with itself, more so than it was correlated with cy-
bersecurity, the sustainability of startups, 5G and beyond.
Analogously, the sustainability of startups was strongly
correlated with itself as opposed to the other character-
istics. However, this was also true for other variables in

their respective contexts. These findings demonstrated
that rather than being merely various expressions of the
same underlying construct, the latent variables under
study were measuring unique concepts. Considering that
it successfully distinguished between these crucial ele-
ments - the Internet of Things, cybersecurity precautions,
the viability of startups, and 5G and beyond - it appears
that the measurement approach was suitable for the ob-
jectives of the present study.

The study evaluated the independent variable’s corre-
lation. The purpose was to determine whether two inde-
pendent variables were associated and yielded the same
results. In this study, the expected association between the
independent variables was evaluated using the variance in-
flation factor (VIF). The VIF of the construct of the study is
presented in Table 5.

Table 5. Inner VIF values

5G and beyond Cybersecurity measures Internet of Things Startups’ sustainability
5G and beyond 2.490
Cybersecurity measures 2.087
Internet of Things 1.948

Startups’ sustainability

Note: the table is presented with empty cells, as it displays only the square roots of the Average Variance Extracted (AVE) on the diagonal
and the intercorrelations of the latent variables in the lower triangle, consistent with the standard output format generated by SmartPLS

software

Source: developed by the author of this study using SmartPLS 3.2.9 Output

Table 5 presents the VIF values for the latent factors
pertaining to the sustainability of startups. It was en-
couraging that the VIF values for cybersecurity, the In-
ternet of Things, and 5G and later were all far below the
10-point threshold. This implies that these latent varia-
bles did not exhibit significant multicollinearity. In other
words, these variables were not significantly associated

with each other, hence multicollinearity was not a major
concern when they were included in this study. This sub-
section provided the coefficient of determination score.
The subsection also included the effect size score, as well
as the path coefficient result.

Table 6 presents the quality of fit of a model as meas-
ured by the coeflicient of determination, or R-squared.

Table 6. Coeflicient of determination score

R-squared

R-squared adjusted

Startups’ sustainability

0.551

0.547

Source: developed by the author of this study using SmartPLS 3.2.9 Output
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The independent or latent factors included in the
startups’ sustainability model explained approximately
55.1% of the variability in the dependent variable (start-
ups’ sustainability), according to the model’s R-squared
value of 0.551. This suggests that the model captured and
explained the observed variations in the purchasing expe-
rience. The adjusted R-squared value was 0.547. This re-
sulted in a more careful evaluation of the model’s quality
of fit. The adjusted R-squared value was almost the same
as the standard R-squared value, suggesting that the in-
clusion of the independent variables in the model was
unlikely to cause overfitting or excessive complexity. This
implied that even when accounting for probable problems
associated with model complexity, the explanatory power
of the model was still robust. The model’s performance did
not appear to be negatively affected by the inclusion of nu-
merous latent variables, and the R-squared and adjusted

R-squared values indicated that the startups’ sustainabil-
ity model was reasonably sound in explaining startups’
sustainability variability.

The effect size, often denoted as f-square, is presented
in Table 7. In statistical analysis, this quantifies the strength
of the correlation or influence of independent variables on
a dependent variable. This study evaluated the effect siz-
es of several latent variables on “startups’ sustainability”
Every independent variable had a value over 0.02, which
was regarded as a minor effect size. This implied that every
variable had a moderate effect size, i.e., they all significantly
affected the sustainability of startups. In other words, var-
iations in any of the variables can account for a moderate
amount of the variation in the sustainability of startups.

The study tested the hypothesis that tech infrastructure
and connectivity do not affect startups’ viability using boot-
strap route coefficient analysis, as presented in Table 8.

Table 7. Assessment of the effect size (f2)

5G and beyond Cybersecurity measures | Internet of Things Startups’ sustainability
5G and beyond 0.118
Cybersecurity measures 0.068
Internet of Things 0.057

Startups’ sustainability

Note: the table is presented with empty cells, as it displays only the square roots of the Average Variance Extracted (AVE) on the diagonal
and the intercorrelations of the latent variables in the lower triangle, consistent with the standard output format generated by SmartPLS

software

Source: developed by the author of this study using SmartPLS 3.2.9 Output

Table 8. Bootstrapping results showing path coeflicient for structural model

. . Standard deviation T statistics
Original sample (O) | Sample mean (M) (STDEV) (|O/STDEV]) P values
5G and beyond > Startups 0.363 0.371 0.061 6.005 0.000
sustainability

s et 0.252 0.247 0.059 4262 0.000
Startups’ sustainability

Internet of Things > 0.223 0.222 0.058 3.862 0.000
Startups’ sustainability

Source: developed by the author of this study using SmartPLS 3.2.9 Output

The findings showed that the viability of startups was
significantly affected by the Internet of Things, cybersecu-
rity measures, and 5G and beyond as components of digital
infrastructure and connectivity. A thorough analysis of the
relationship between cybersecurity measures, the Inter-
net of Things, and advancements in 5G technology with
the sustainability of startups demonstrated a statistically
significant correlation among these variables. Compelling
evidence to reject the null hypothesis was suggested by the
T statistics being over 1.96 and the P-values being less than
the conventional significance level of 0.05. As a result, the
sustainability of startups was greatly affected by factors re-
lated to tech infrastructure and connectivity, such as the
Internet of Things, cybersecurity, and 5G and beyond.

The findings of the study revealed that the sustain-
ability of startups was statistically affected by all three
factors: cybersecurity, the Internet of Things, and 5G and

beyond. Specifically, the results indicated that cybersecu-
rity measures significantly affected startups’ sustainability
(8=0.252, t=4.262, p <0.000), supporting the H1 hypoth-
esis. This underscored the critical role of robust cyberse-
curity practices in protecting startups from potential cy-
berthreats, thereby enhancing their operational resilience
and long-term viability.

Furthermore, the Internet of Things was found to sub-
stantially influence the startups’ sustainability (8 =0.223,
t=3.862, p <0.000), thereby supporting the H2 hypothe-
sis. The IoT enables startups to optimise their operations,
reduce waste, and enhance resource utilisation, which
are essential for achieving environmental sustainability
and operational efficiency. This aligns with the findings
of G. Robertsone & I. Lapina (2023), who demonstrated
that IoT technology not only increased operational effi-
ciency but also promoted environmental sustainability by
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reducing energy usage. Additionally, the study found that
5G and beyond had the strongest effect on startups™ sus-
tainability (=0.363, t=6.005, p <0.000), thereby support-
ing the H3 hypothesis. Advanced connectivity through
5G and beyond enhanced operational efficiency, fostered
transparency, and built credibility with partners and cus-
tomers. This was consistent with the findings of Z. Tan &
N. Miller (2023), who noted that improved connectivity
was essential to establish trust and maintain a competi-
tive edge in the market. The findings of the present study
were corroborated by several other studies that highlight-
ed the significance of technological infrastructure and
cybersecurity in enhancing the sustainability of startups.
For instance, T. Lammers et al. (2022) demonstrated that
technical improvements enable startups to monitor their
environmental impact and identify areas for waste reduc-
tion and resource optimisation. This aligns with the role of
the Internet of Things in promoting sustainability by in-
creasing operational efficiency and reducing energy usage,
as found in the study by M. Prasetyo et al. (2025). Both
studies support the idea that technological advancements
are crucial for startups to achieve sustainability goals.

C. Yong et al. (2022) emphasised that data-driven in-
sights enabled by strong IT infrastructure enable startups
to make more accurate decisions about sustainability in-
itiatives, such as reducing carbon emissions and increas-
ing energy efficiency. This aligned with the findings of the
current study, which highlighted the significant impact of
5G and beyond on startups’ sustainability. Enhanced con-
nectivity through advanced technologies like 5G not only
improves operational efficiency but also fosters transparen-
cy and credibility with partners and customers, as noted by
A. Chinedu et al. (2024).

The significance of cybersecurity in ensuring the
sustainability of startups is also underscored by several
studies. B. Bigliardi et al. (2025) and M. Hadizadeh et
al. (2024) highlighted that establishing an organisation-
al culture that prioritises security is crucial for reducing
vulnerabilities and enhancing resilience against cyber
threats. This was supported by the findings of the present
study, which showed that cybersecurity measures signif-
icantly affected the startups’ sustainability. O. Odegbe-
san et al. (2023) further emphasised the human element
in cybersecurity, noting that investing in employee train-
ing and fostering a strong security culture can markedly
improve startup sustainability.

T. Ndofirepi & R. Steyn (2024) conducted a
mixed-methods study and found that startups with ro-
bust cybersecurity procedures and reliable infrastructure
were better equipped to withstand disruptions, leading
to improved financial performance and customer reten-
tion. This supports the current study’s conclusion that the
behavioural fintech ecosystem, including cybersecurity
measures, is essential for startups’ long-term sustainabili-
ty. The findings of the present study were supported by sev-
eral other studies that highlighted the critical role of tech-
nological infrastructure and cybersecurity in enhancing

the sustainability of startups. The behavioural fintech eco-
system, encompassing cybersecurity measures, the Inter-
net of Things, and 5G and beyond, is essential for startups
to achieve operational resilience, environmental sustain-
ability, and long-term viability. These studies collective-
ly emphasise the need for startups to invest in advanced
technologies and robust cybersecurity practices to ensure
their sustainability in a rapidly evolving digital landscape.
Integrating these elements into core operations will help
startups to better navigate the challenges of the digital age
and achieve long-term success.

CONCLUSIONS

The purpose of this study was to investigate the effects of
technological infrastructure and connectivity on the sus-
tainability of selected fintech startups, focusing on cy-
bersecurity measures, the Internet of Things, and 5G and
beyond. The findings confirmed that all three factors signif-
icantly influenced startup sustainability, thereby rejecting
the null hypothesis that the behavioural fintech ecosystem
had no discernible impact. Specifically, 5G and beyond had
the strongest effect, followed by cybersecurity measures,
and the Internet of Things. These findings aligned with
the objective of this study to quantify the role of digital in-
frastructure in startup sustainability. The findings under-
scored the necessity of robust technological infrastructure
for startups to thrive in a competitive and rapidly evolv-
ing digital landscape. Future research should explore the
specific mechanisms through which these technologies en-
hance sustainability and investigate the potential of emerg-
ing technologies like artificial intelligence and blockchain
in this context. Additionally, further studies could focus on
the role of regulatory frameworks and policy interventions
in fostering a supportive environment for fintech startups.

Considering the significant impact of cybersecurity
on startup sustainability, it is crucial for fintech startups
to invest in robust security protocols and employee train-
ing programmes. This will not only protect against cyber-
threats but also build trust with customers and partners.
Startups must leverage IoT technologies to optimise opera-
tions and enhance resource management. By doing so, they
can achieve greater efficiency and sustainability, ultimately
improving their market position and competitiveness. To
tully capitalise on the benefits of advanced connectivity,
startups must prioritise the adoption of 5G and beyond
technologies. This will enable them to deliver faster, more
reliable services and foster innovation, which is essential
for long-term success in the fintech industry.
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TexHonorivyHa iHppacTpyKkTypa Ta NiAKNOYEHHS
AK YAHHUKW CTanocCTi cTapTanis:
aocnig)XeHHa obpaHux piHTex-ranysen

OnysanoMi OMoTano Onota

[lokTop dinocodil, BMknagay | kateropi
YHiBepcuTeT InopiHa
240003, Byn. YHiBepcuTeTCbKa, 1, M. Inopin, Hirepia
https://orcid.org/0009-0008-6633-3919

AHoTaUifA. EkoHoMiuHe 3pocTaHHsI Ta 0CO6UCTe 6/1arOIONyYdsl 3HAYHOI MipOI0 3a3Ha/IN BIUIMBY IOIIMPEHHS
11 poBuX PiHAHCOBYX IOCIYT, 0COOMMBO B KpaiHax, 110 pO3BUBAIOTbCA. MeTOI0 IIbOro HOCTIKeHHS 6Y/I0 BUBYCHHSA
BIUIMBY TeXHOJIOTIYHOI iIHPpacTPYKTYypy Ta MifKII0OYeHHS Ha CTAJIICTh CTapTalliB B OKpeMux (QiHTeX-iHAyCTpiax.
3oKpeMa, JOCiKeHHsI pO3I/IsIAaNo BIUIMB 3aX0fiB 3 KibepOesieku, TexHOmorin 5G Ta HOBITHIX pillleHb, a TAKOX
InTepHery peueir (IP) Ha cTamicTs crapramis. Byno o6paHo AM3aliH ONUTYBaAbHOTO JOCIII>KEHHS, IKe OXOIUIIO
CYKyIHIicTD i3 10 896 mpaniBHMKIB i3 15 pisHux ¢inrex-komnaHii. Bigmosiguo no popmynu Kpeitai Ta Moprana,
ocTaToyHMIT po3Mip Bubipku ckraB 386 oci6. 3i6pani gaHi 6ynm npoananizoBani 3a gonomoroio PLS-SEM. Pesynbratn
IToKasasu, 1o HallOiIbIINIL BIUIMB Ha CTaliCTh cTapTamiB MaB gakTop 5G i HoBiTHIX TexHonmorii (= 0,363, t=6,005,
P <0,000), pani i 3axopu 3 Kibep6esnexu (f=0,252, t=4,262, p <0,000) ta Inteprer peueit (=0,223, t=3,862,
p=0,000). 3po61eHO BUCHOBOK, 110 TeXHOJIOriYHa iIHPpacTPYKTypa Ta MiiK/II0YeHHA CTaIU BUPIMIaIbHUMU IS
CTAJIOro PO3BUTKY (PiHTEX-CTapTaliB. Y 3B 43Ky 3 L[UM HACTiIHO peKOMEHYETbCA, 11006 MeHepkepy (iHTeX-cTapTariB
30CepeyIM YBary Ha BIPOBa/DKEeHHI KJIIOYOBMX €/IeMEHTIB IOBEiHKOBOI (piHTeX-eKOCUCTeMMY, TAKMX AK [HTepHeT peveit,
5G i HOBiTHI TexHOJIOTII, a TAaKOX KibepOesneka. [IpakTuyHa iHHICTD HOCTI>)KEHHS NOJIATAa€ B HA/JAaHHI IPUK/IATHIX
PeKOMeH/IaIliil Iy1s MeHepKepiB (iHTeX-cTapTaliB MO0 IPiOPUTETHOTO IHBECTYBAaHHA B TEXHOJIOTIUHY iH(pacTpyKTypy
Ta MiJK/II0YEHH, 110 JO3BOIUTD IOCUINTY JOBIOCTPOKOBY CTA/MCTh i KOHKYPEHTOCIIPOMOYXHICTh KOMIIaHiil B yMOBaxX
cTpimKoi nndpooi Tpanchopmanii piHAHCOBOrO CeKTOPY

KntouoBi cnoBa: saxopu xibepbesmnekn; 5G; IntepHer pedert; undpoBe MiAKIIOYEHHs; PUHKY, 110 PO3BUBAIOTHCS;
¢inaHCOBI TexHONOri]
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Abstract. In today’s environment, ensuring sustainable development is one of the long-term goals of any state, and
therefore consideration of new approaches and concepts remains relevant. The purpose of this study was to investigate
approaches to accounting in the context of the circular economy. The study assessed some main approaches to financial
reporting based on the principles of sustainable development and the circular economy, and conducted a comparative
analysis of the similarities and differences. Conclusions were drawn regarding the role of existing standards in the activities
of enterprises in the context of achieving sustainable development goals. The large number of existing international and
national standards results in the absence of a single global approach that could meet the needs of all market participants.
In addition, each approach focuses on a specific component of non-financial reporting disclosures, and therefore is more
or less effective in different situations. An analysis of accounting approaches in countries such as Japan, Germany, Finland,
the United States, Canada, Brazil, and Ukraine was conducted. It was found that in these countries, the general approaches
are similar and based on international standards, while in some countries local laws may be applied, which form more
specific reporting principles. The findings of the study highlighted the importance of a unified global approach to reporting
that can meet the needs of the market. The practical value of the study lies in the possibility of using the results to develop
public policy and corporate strategies in the field of sustainable development

Keywords: accounting efficiency; audit; financial reporting; environmental sustainability; social responsibility

INTRODUCTION

In 2015, the United Nations adopted the Sustainable De-
velopment Concept as part of the adoption of the 2030
Agenda (Transforming our world..., 2015). This is a global
action plan that covers 17 sustainable development goals
and aims to ensure economic growth, social well-being,

and environmental protection. In view of this, there is a
rapid search for new opportunities to improve the efficien-
cy of this process. One of the ways to achieve this goal is
through the circular economy, which is an economic mod-
el aimed at maximising the efficient use of resources and
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minimising waste. It is an alternative to the traditional lin-
ear economy, which is built on the principles of “take, use,
throw away”. In a circular economy, resources and materi-
als retain the value for as long as possible, and waste and
emissions are minimised.

The main idea behind the circular economy is to cre-
ate closed loops where products, materials, and resources
are reused. The circular economy is based on several key
principles: preservation and restoration of natural capital,
which means using resources in such a way that these re-
sources can be renewed or replaced by alternative, more
sustainable sources; optimisation of resources to ensure the
most efficient use; creation of closed cycles where all ma-
terials are in a continuous cycle, i.e., waste is turned into
raw materials for new products; minimisation of negative
environmental impact, which means reducing harmful
emissions. Implementation of circular economy approach-
es helps to increase resource efficiency, reduce negative
environmental impact, and ensure sustainable economic
development. These issues are in the focus of attention of
the global scientific community.

S. Aureli et al. (2023) examined how management
accounting systems can contribute to the transition to a
circular economy by studying the implementation of sus-
tainable circular business models in six companies spe-
cialising in innovative, environmentally friendly pack-
aging solutions. The study found that circular initiatives
lead to new organisational configurations and value net-
works, but managers often bypass traditional accounting
functions in favour of informal accounting and life cy-
cle analysis. These alternative approaches promote mul-
ti-stakeholder dialogue and a life cycle perspective, which
is essential to the principles of the circular economy. The
study results highlight the need to develop management
accounting systems that go beyond financial performance
to promote resource conservation and stakeholder en-
gagement, and emphasise the importance of training ac-
countants in sustainability and circularity.

The unification and standardisation of accounting
standards is essential for creating transparent, under-
standable and comparable financial statements, which is
especially important in the context of globalised markets.
This avoids confusion due to the diversity of approaches in
different countries, reduces audit costs and facilitates the
process of analysing financial results for investors, credi-
tors, and other stakeholders. As noted by M. Dubinina et al.
(20225 2023), the unification of norms in the EU is support-
ed by directives aimed at reducing the diversity of account-
ing practices. In Ukraine, there is also a need to harmonise
legislation to ensure compliance with international stand-
ards, facilitating integration into global economic processes.

The circular economy as an alternative to the linear
economy on the example of the European Union countries
was considered by T. Gorokhova et al. (2023). The anal-
ysis emphasised that this development model focuses on
the efficient use of potential opportunities, promoting bal-
anced social development, and prioritising environmental

protection. The transition to a circular economy is aimed
at increasing global prosperity and social equality while
reducing environmental risks. However, successful im-
plementation requires conscious efforts by each country
to create a favourable environment through the necessary
reforms. The transition to a circular economy must be sys-
temic, involving cooperation between all stakeholders at
the local, regional, national, and international levels.

N.C. Hanumante et al. (2019) modelled the circular
economy in a comprehensive planetary framework that in-
tegrates human, environmental, and industrial components
to assess its global systemic impacts. By modelling 90 dif-
ferent implementation pathways at nine levels of resource
consumption and population growth, the study showed
how different circular economy strategies affect resource
use and ecosystem resilience. The study findings demon-
strate that the implementation of circular economy practic-
es significantly delays or even prevents resource-driven sys-
tem collapse, highlighting the critical need for large-scale
implementation over the next 70-90 years. At the same
time, the study also warns that overly aggressive circular
economy measures could lead to the depletion of ecosystem
services, emphasising the need for a balanced approach.

E. Costa et al. (2023) investigated how circular econ-
omy practices are implemented within alpine collective
ownership (CO) in Italy and identified two main forms
of circularity: network and forest. Network circularity fo-
cuses on promoting social cooperation and coordination
between different institutions to support the local commu-
nity and strengthen regional ties. Forest circularity points
out the sustainable supply of wood, optimising the cascade
use and processing of wood to minimise waste and envi-
ronmental impact. The authors highlighted the important
role of accounting in promoting these circular practices by
proposing specific accounting indicators. These indicators
are intended to help COs transform the economic model
into a biodiversity-based circular economy, ensuring that
resources are effectively redistributed to benefit both the
community and forest ecosystems. Ultimately, the study
demonstrates how integrating circular economy principles
with sound accounting practices can contribute to sustain-
able development and resilience in alpine areas.

Opportunities and prospects for development in the
field of bioproducts as an alternative to conventional plas-
tics for creating a circular economy in Ukraine were in-
vestigated by T. Shevchenko et al. (2022). They described
the significant potential in Ukraine both to develop the
production of such high-tech products and to ensure the
principles of operation of enterprises according to the prin-
ciples of the circular economy.

Thus, economic science is actively researching issues
related to the peculiarities of the implementation and func-
tioning of the circular economy and the principles of sus-
tainable development, but the accounting and reflection of
these processes in accounting is not sufficiently covered.
Therefore, the purpose of the current study was to assess
the peculiarities of accounting approaches and to find
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mechanisms to improve the efficiency of accounting for
materials and resources for the rational use and ensure the
environmental and economic sustainability of enterprises.

MATERIALS AND METHODS

To achieve the research objective, a comprehensive ap-
proach was used, including qualitative and quantitative
analysis. The main focus was on a comparative analysis of
reporting systems that regulate financial and non-financial
information disclosure in the context of sustainable de-
velopment and the circular economy. Particular attention
was paid to how these systems reflect the environmental,
social, and economic aspects of companies” activities and
contribute to the achievement of sustainable development
goals. The study analysed several international standards
governing non-financial reporting by companies. Among
them are ISAE 3000 - International Standard on Assurance
Engagements (2013), which regulates the audit of non-fi-
nancial information, including social, environmental and
ethical aspects; AA1000 Assurance Standard (n.d.), which
focuses on taking into account the needs of stakeholders in
reporting; GRI - Global Reporting Initiative (n.d.), which
discloses economic, environmental and social aspects of
activities in reporting; SASB - Sustainability Accounting
Standards Board (SASB Standards, n.d.) - industry stand-
ards for disclosing non-financial indicators important to
investors; and IIRC (International Integrated Reporting
Council) (Integrated Reporting, n.d.), which integrates fi-
nancial and non-financial aspects into reporting to reflect
the real value of a company. The analysis of these standards
was carried out by comparing the principles, requirements,
and recommendations for integrating sustainable develop-
ment and the circular economy into accounting. For this
purpose, the general provisions of the standards were ana-
lysed using the deduction method, which allowed identity-
ing the practical applicability to the work of enterprises in
the context of integrated accounting. This made it possible
to assess the possibilities of integrating the principles of the
circular economy into the financial reporting system and
determine the effectiveness of different approaches.

In addition to international standards, national stand-
ards of several countries were analysed: Japan - the Japan’s
Corporate Governance Code (2021) and environmental
reports of the Ministry of Agriculture, Forestry and Fish-
eries (MAFF) (n.d.); Germany - the German Sustainability
Code (Deutscher Nachhaltigkeitskodex, n.d.); Finland -
the Finnish Accounting Act 1336/1997 (2017), which reg-
ulates non-financial reporting; and the United States and
Canada - SASB Standards (n.d.) and Canadian Standards
Association (n.d.). These national standards were com-
pared with international standards to identify commonali-
ties and differences in approaches to the circular economy
and sustainable development. This allowed identifying how
countries adapt global approaches to the local conditions
and market requirements. This research was important for
assessing the possibility of integrating international stand-
ards into local regulatory systems.

The case study method was used to study the practical
experience of implementing these standards. The experi-
ence of reporting in such countries as Japan, Germany, the
United States, Canada, Brazil, and Ukraine was studied.
The analysis of these cases has helped to identify the best
practices for implementing the principles of the circular
economy in accounting and the impact on the efficiency
of enterprises. The results of the comparison of reporting
systems and the analysis of the cases became the basis for
the development of recommendations for integrating sus-
tainable development and the circular economy into the
reporting practices of enterprises.

RESULTS

The theoretical aspects of sustainable development cover
many areas, exploring ways to ensure long-term harmony
between economic growth, social well-being and environ-
mental protection. One of the main concepts of sustain-
able development is the triple bottom line model, which
includes economic, environmental and social components,
known as the “three pillars of sustainable development”. The
economic component of this concept focuses on economic
development that does not damage natural resources and
ensures equal access to economic benefits for all genera-
tions. It also includes the use of renewable resources and
support for the efficient use of existing resources. The envi-
ronmental component includes the preservation of natural
ecosystems, biodiversity, and minimisation of the negative
impact of human activity on the environment. This aspect
emphasises the importance of renewable resources, as well
as the need to control the use of non-renewable resources to
prevent the depletion of natural resources. The social pillar
of sustainable development aims to ensure equity, well-be-
ing, and access to basic needs for all people. This includes
fighting poverty, ensuring equal access to education and
healthcare, and protecting human rights. At the theoreti-
cal level, sustainable development also implies a transition
to an economy that not only provides material growth but
also improves the quality of life through social inclusion
and environmental sustainability. An essential concept is
the idea of ‘planet limits, which reminds one of the need
to stay within the Earth’s ecological capacity to avoid criti-
cal disruptions in natural systems. The connection between
the theoretical concept of sustainable development and the
circular economy is significant, as both ideas are aimed at
achieving a balanced development that takes into account
economic, environmental and social aspects. The circular
economy is a tool that can help to realise the goals of sus-
tainable development by ensuring the harmonious coexist-
ence of economic growth, improved living standards and
environmental protection.

In the circular economy, eco-design is important, which
means that products are designed in such a way that these
products can be easily repaired, disassembled and recycled
(Morseletto, 2020; Corvellec et al., 2020). This concept con-
siders the entire life cycle of a product, from raw material
extraction to disposal. Another key aspect is the reduction
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of resource consumption, which is achieved through the
optimisation of production processes. Instead of purchas-
ing goods, consumers in the circular economy are increas-
ingly using rental, leasing or sharing services, which helps
to extend the life cycle of products and reduce waste. Prod-
ucts that fail or are no longer in use are not thrown away,
but are recycled or reused to create new products, helping
to conserve resources and reduce the need to extract new
materials. The circular economy strives to create systems
where waste is minimised or eliminated, which is achieved
through improved recycling processes, the introduction of
closed loops of material use and increased responsibility for
production and consumption. This model of economy has
numerous benefits (Vaio et al., 2022). It ensures economic
sustainability by reducing dependence on primary resourc-
es, which can be expensive or limited, reducing costs and
increasing business stability. Social responsibility within
the circular economy contributes to the creation of new
jobs in the areas of processing, repair and maintenance, and
contributes to a higher standard of living through greener
consumption. The environmental benefits of the circular
economy include a reduced environmental impact through
waste reduction, lower greenhouse gas emissions, and the
rational use of natural resources (Bressanelli et al., 2020).

An integrated approach to accounting in the context
of sustainable development and the circular economy takes
into account not only traditional financial indicators, but
also the social, environmental, and economic aspects of a
company’s activities. This approach is aimed at creating a
more complete and transparent picture of the company’s ac-
tivities, considering its impact on all stakeholders, the envi-
ronment, and society as a whole. A key part of it is integrat-
ed reporting, as it covers not only financial indicators but
also non-financial aspects such as environmental and social
factors (Evans, 2023). This helps to create a more compre-
hensive picture of a company’s sustainability. Integrated
reporting includes traditional financial statements, such as
balance sheet, income statement, and cash flow statement;
environmental indicators, such as the amount of resources
used, greenhouse gas emissions, waste management, and
energy efficiency; social indicators, such as labour con-
ditions, human rights, staff development, impact on local
communities, and governance indicators, such as corporate
governance, ethical standards, and responsibility to stake-
holders (Mahbob & Hashim, 2022). Environmental aspects
are taken into account in financial accounting to assess the
company’s environmental impact (D’Adamo et al., 2021;
Mahmood et al., 2023). This may include emissions as part
of production costs or possible liabilities in the event of en-
vironmental fines, assessment of natural resource costs and
inclusion of these costs in the company’s general expenses,
waste management costs, including recycling or disposal,
and assessment of energy efficiency, which may include
the costs of implementing energy-efficient technologies.

The circular economy aims to reduce the use of natural
resources, reuse materials, and minimise waste. In account-
ing, this can be done by accounting for the value of reuse

of materials (taking into account the value of materials that
are reused or recycled), reducing waste disposal costs (sav-
ing money through the implementation of effective waste
management systems), and introducing innovations (the
costs of developing new products or processes that comply
with the principles of the circular economy). There is no
global consensus on which sustainability reporting princi-
ples should be used as the main ones. Each of the approach-
es proposed by an organisation or country has its own pe-
culiarities and focuses more or less on certain components
of the company’s financial or non-financial position. One
of these approaches is ISAE 3000 (International Stand-
ard, 2013), which regulates the audit of non-financial in-
formation, including social, environmental, ethical and
other aspects of a company’s activities. ISAE 3000 provides
a framework for verifying non-financial aspects of opera-
tions, such as resource efficiency, environmental impact,
waste management, and other indicators that are consistent
with the principles of the circular economy. The standard
creates the conditions for ensuring reliable and accurate
non-financial information disclosed by companies in the
reports, which is key to maintaining the trust of stakehold-
ers such as investors, regulators, and society as a whole. The
standard regulates the verification of a company’s internal
management systems, in particular in terms of resourc-
es and waste, which are critical to achieving the goals of
the circular economy. However, the main specialisation of
these principles is the disclosure of non-financial informa-
tion of various kinds, and therefore these principles cannot
be used as a complete single reporting for analysing the
company’s activities. Nevertheless, the information provid-
ed within its framework can be used to draw conclusions
about the company’s activities in the context of its impact
on society or the environment.

In the context of the circular economy, SAE 3000 is be-
coming an important tool for verifying reports that disclose
information about companies’ sustainability strategies,
achievements, and results. It is based on three main princi-
ples. The first is the principle of materiality. It ensures that
a company’s reporting addresses the most important issues.
The second is the principle of completeness, which ensures
that all relevant information about the company’s activities
within the circular economy is included in the report. The
last is the principle of responsibility, which ensures that
the company adequately responds to the expectations and
needs of stakeholders in relation to the circular economy.
In the agriculture sector, for example, ISAE 3000 facilitates
the audit of non-financial aspects such as resource efficien-
cy (water and soil management), environmental impact and
waste management (organic waste, recycling). The standard
ensures that agricultural companies report on the sustaina-
bility practices, which is important for maintaining the trust
of stakeholders such as investors, regulators, and consumers.

One of the most widely used standards is the GRI (n.d.),
which are internationally recognised standards for sus-
tainability reporting. These standards provide a coherent
framework for companies to disclose information on the

University Economic Bulletin | Vol. 20, No. 1



Palamarchuk et al.

economic, environmental and social aspects of the opera-
tions. The main goal of the standards is to provide a univer-
sal approach to reporting that can be adapted to the specific
needs and characteristics of companies in different indus-
tries. The GRI standards include key indicators that allow
companies to assess and report on such aspects of the cir-
cular economy as material consumption, energy efficiency,
waste management, environmental impact and stakeholder
engagement (a report on the processes of interaction with
stakeholders, including customers, suppliers, governments
and public organisations, as well as on the consideration of
theexpectationsintheimplementation of circular practices).
In other words, the GRI standards provide companies with
an opportunity to demonstrate the achievements in imple-
menting the circular economy, in particular through trans-
parent disclosure, which is the basis for increasing trust
among investors, customers and other stakeholders. This
includes reporting on the use of natural resources, energy
efficiency, waste management, and the environmental im-
pact of production practices.

The SASB Standards (n.d.) focus on providing inves-
tors and stakeholders with material information about the
impacts of sustainable development, particularly in the
context of a circular economy. The SASB standards de-
fine key indicators that companies should use to disclose
information about the environmental, social and govern-
ance practices that are relevant to the financial condition
and performance. In the context of the circular economy,
SASB standards help companies report on aspects such
as resource efficiency (indicators to measure the efficien-
cy of material resources in production processes), waste

management (volumes, types, and methods of waste dis-
posal, as well as efforts to reduce waste), energy efficien-
cy and environmental impact (disclosing information on
energy consumption, use of renewable energy sources and
environmental impact), innovation and business models
(reporting on the implementation of new business models
that support the concept of the circular economy, such as
production-use-recycling models, renting instead of sell-
ing, or implementing reverse logistics for product collec-
tion and recycling), social impact (includes indicators to
assess the social impact of business processes, such as the
impact on jobs, health, and safety of employees).

In the context of the circular economy, the IIRC (In-
tegrated Reporting, 2024) provides disclosures that show
how a company creates and retains value in the long term,
taking into account the principles of sustainable develop-
ment. According to this principle, six types of capital are
distinguished: financial, productive, intellectual, human,
social, and natural. In the context of a circular economy,
this means that companies should report on how these
companies impact natural resources (natural capital),
optimise the use of material and production resources
(production capital), and how these companies integrate
knowledge and innovation (intellectual capital) into the
business processes. IIRC emphasises the importance of
creating long-term value for all stakeholders. Integrated
reporting under the IIRC standard includes disclosures on
a company’s strategy, risk and opportunity management,
and how these aspects are linked to the principles of the
circular economy. The similarities and differences between
these approaches are shown in Table 1.

Table 1. Similar and different components of approaches to the formation of sustainable financial reporting

Approach

Unique components (what makes the approach special among others)

ISAE 3000

Independent verification of non-financial information and ensuring its reliability

A wide range of audits, including information systems, internal controls and corporate governance

Focus on integrating stakeholder needs and expectations into reporting

AA1000AS

Assessment of reporting compliance with the principles of materiality, completeness, and relevance

Specialises in ensuring transparency of the reporting process
in the context of sustainable development and the circular economy

Provides standards that allow comparing the results of various companies from different industries

GRI

Focus on transparency of environmental, economic and social aspects of activities

Focus on a wide range of stakeholders

Industry-specific approach to reporting, taking into account the specifics of the industry

SASB

Integration of non-financial indicators with an emphasis on financial aspects of reporting

Focus on information that is important to investors and shareholders

Integration of six types of capital into one report
(financial, production, intellectual, human, social, natural)

IIRC

Focus on creating long-term value and company development strategy

Integrating information for a complete picture of the company’s activities,
including environmental protection and the circular economy

Source: compiled by the authors based on data from ISAE 3000 (2013), AA1000 AS (n.d.), GRI (n.d.), IIRC (n.d.), SASB (n.d.)
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Thus, different approaches to financial reporting can
be applied to achieve different goals of the circular econ-
omy. Nevertheless, there is no single approach to this type
of reporting. Therefore, each country should create its
own national standards based on one of these frameworks
to achieve the goals being considered most important. In
addition, companies themselves can decide which type of
reporting to submit for the own purposes and capabilities.

All the approaches analysed above are used in one
form or another in different countries around the world.
Rather, it is rare that sustainability reporting is based on
different standards than those already mentioned. For ex-
ample, in Japan, GRI and SASB standards are the most
widely used. Companies often use GRI for reporting to
stakeholders, ensuring comparability of data on a global
level, while SASB is only gradually gaining traction. As
for local specifics, it is worth highlighting some of the
regulations that the Japanese government has developed
for sustainability reporting. For example, Japan’s Corpo-
rate Governance Code (2021) contains provisions on en-
vironmental and social responsibility, drawing attention
to the importance of reporting on the environmental and
social aspects of companies’ activities. The Japanese Min-
istry of Agriculture, Forestry, and Fisheries also publishes
an annual report (MAFF, n.d.) analysing environmental
performance in the agricultural sector, which also pro-
vides guidance and requirements for companies to report
and manage environmental aspects of agricultural op-
erations. There is also a certification system for organic
products called JAS (Japanese Agricultural Standards)
(MAFF, 2022), also issued by MAFF. It includes stringent
standards for the use of pesticides, fertilisers, and crop
cultivation methods that promote sustainable develop-
ment. Reporting for JAS-certified farmers includes reg-
ular inspections and compliance reports. In accordance
with these national norms, the specifics of reporting ac-
cording to international standards are also formed.

The practice of the European Union countries also
shows that countries prefer to present financial statements
in accordance with international standards. Nevertheless,
such countries still have certain norms or recommendations
for submitting such reports, which are a kind of supplement
to the existing standards. For example, in Germany, the na-
tional code of sustainable development (Deutscher Nach-
haltigkeitskodex, DNK, 2024) is widespread. At its core, it
is a voluntary instrument developed by the German Coun-
cil for Sustainable Development. It offers a framework for
companies to report on the sustainability activities, with a
focus on environmental, social and governance aspects. In
other countries, the norms as such are described only in the
form of laws or legislative acts. In Finland, for example, the
Finnish Accounting Act (Accounting Act 1336/1997, 2017)
sets out requirements for non-financial reporting, includ-
ing information on environmental, social and governance
aspects. In Sweden, such regulations are partially described
in The Swedish Annual Accounts Act (1995), which
also obliges large companies to provide non-financial

information in the annual reports, including data on envi-
ronmental, social and governance aspects.

In North and Latin America, the most commonly used
standards in this region are the SASB standards, which
are actually developed by an organisation from the Unit-
ed States of America. In Canada, the local standards are
those developed by the Canadian Standards Association
(CSA, n.d.). The organisation develops standards that pro-
mote safety, health, environment, and technical excellence.
CSA operates both at the national and international lev-
el. Brazil also has certain regulations, namely Instruction
CVM 480 (2009), issued by the Brazilian Securities Com-
mission (CVM). It describes the requirements for disclosure
of information on social and environmental performance
of companies. Other countries in South America also have
only certain legal provisions rather than the own standards.

In Ukraine, the situation is no different from the coun-
tries analysed above. Local companies often use internation-
al standards, such as the Global Reporting Initiative (GRI)
or the Sustainability Accounting Standards Board (SASB),
which are generally the most widely used in the world. The
legal framework and guidelines consist of a number of laws,
such as the Law of Ukraine No. 996-XIV “On Accounting
and Financial Reporting in Ukraine” (1999), which sets out
the basic requirements for accounting and reporting, and
the Resolution of the National Commission for Securities
and Stock Market Commission (NSSMC) “On Approval of
the Regulation on Disclosure of Information by Securities
Issuers” (2023) in the context of disclosure requirements for
public companies, including non-financial social responsi-
bility reporting, environmental and governance aspects.

DISCUSSION

The study focused on the concept of the circular economy.
It was noted that its foundation is the formation of a busi-
ness cycle in which the company’s waste is processed into
finished products. Thus, a ‘cycle’ is formed in which waste
is only a part of the used products. The conceptualisation of
the circular economy was carried out as part of the study by
J. Kirchherr et al. (2023). The researchers noted that most
of the studies lacked the practical applicability of the circu-
lar economy. The conclusion emphasises the importance of
reaching consensus on a definition of the circular economy
for effective policymaking and cross-sectoral cooperation.
However, it acknowledges that a final, universally accept-
ed definition may be elusive due to the dynamic nature of
technology, environmental conditions and socio-political
contexts. The study shows that ongoing research and peri-
odic revisions are necessary to keep the concept of the cir-
cular economy relevant and adaptable, fostering a shared
understanding that can support its practical application.

In turn, E.H. Arruda et al. (2021) also explored the exist-
ing problems in the study of the circular economy. The con-
clusions of the study highlighted the connection between the
shortcomings of the circular economy concept and the fact
that it was not formulated by the scientific community and
was not properly considered in the academic environment.
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The main conclusions of the study indicate that in order to
achieve a true circular economy, it is necessary to imple-
ment strategies to extend the life of the resource. This con-
cept is often seen as a necessary component of sustainable
development, with private companies playing a key role. In
these works, scholars consider the circular economy in the
same way as described in the current study (on accounting
and reporting of non-financial information). Although the
concept is indeed relatively young and may have problems
in theoretical justification of some aspects, its implementa-
tion should lead to positive consequences in the context of
achieving sustainable development goals in the long run.
Therefore, the lack of a certain framework should not pre-
vent the achievement of economic and social sustainability
goals. The same conclusion was reached, in particular, by
M. Borrello et al. (2020), who noted that despite criticism,
the concept of the circular economy is gaining popularity
in both academic and practical discussions as an alterna-
tive to current global industrial systems. In the opinion,
despite the fact that the debate around the principles of
implementing the circular economy concept has gained
momentum in policymaking and sustainable development
strategies around the world, there is still a need for a more
diverse and practical discussion on the implementation
of practices. Thus, the conclusions of the scholars agree
with the main idea of the current study regarding the rele-
vance of more active application of the concept in real life.

The study focused on possible approaches to the
preparation of financial statements to disclose the princi-
ples of the circular economy. The challenges of the circu-
lar economy and accounting applications were discussed
by M.A. Ibrahim (2021). The paper’s findings highlighted
the benefits of the circular economy, such as increasing
economic value and promoting sustainability, but also
identified several challenges to integrating it into current
accounting practices. These challenges included the need
for appropriate accounting information on natural capital,
measuring environmental and social impacts, measuring
performance in a circular economy, and the inadequacy
of current accounting systems to report on renewable re-
sources and environmental responsibility. It was concluded
that the lack of standardised rules for reporting on the cir-
cular economy makes it difficult to make comparisons be-
tween economic units, as reporting is currently voluntary.
In this regard, the researchers recommend the inclusion of
renewable resources and waste in accounting reports, the
introduction of several accounting methods to handle cir-
cular economy processes, and the conclusion of agreements
on waste valuation if market prices are not available. The
researcher also emphasises the need to disclose the risks
associated with maintaining a linear economy and calls for
the development of new accounting standards and indica-
tors that reflect circular economy practices, allowing for
better comparisons between economic units. The current
study also drew attention to the disclosure of all these in-
dicators, in particular, through various types of reporting.
It was concluded that different approaches reflect these

indicators in different ways, and accordingly, allow for com-
pletely different final results. In turn, each company should
choose an approach that would allow it to achieve its goals.

The current study did not provide recommendations
specifically for reporting on energy efficiency or achieving
social goals, although a significant number of approaches
were considered that allow for the formation of sustainabil-
ity reporting as such. Circular economy initiatives through
energy metering and sustainable energy efficiency under
the Integrated Reporting Framework were considered by
A H. Almagtome et al. (2020). The authors noted that the
introduction of an integrated reporting system is a signifi-
cant shift in the ability to provide corporate financial state-
ments. Such reporting allows focusing on providing past,
present and future information to create value in organisa-
tions. This is because traditional accounting systems, which
primarily provide financial information, are insufficient to
promote sustainable development, which requires both fi-
nancial and non-financial data. With this in mind, the re-
searchers proposed 16 variables for energy accounting and
the state of energy efficiency at an enterprise. A study in the
context of assessing social impacts was conducted by S. Scar-
pellini (2021). The scientist noted that in the current con-
ditions for disclosing the impact on the social component
of society’s development by companies, the need to formu-
late such principles exists. The need to accurately measure
and report on social impacts other than job creation was
emphasised, especially in the context of new cyclical busi-
ness models. It was proposed to use such indicators as social
impact, job creation, new skills, tax revenues, transparency,
environmental education, public health and cooperation
(with the authorities, society, etc.). Thus, the implementation
or the development of national standards based on them
would allow achieving significant positive results in this area.

CONCLUSIONS

The above work highlighted the importance of ensuring
harmony between economic growth, social well-being and
environmental protection, in particular through the im-
plementation of the circular economy concept. A signifi-
cant number of reporting standards have been considered,
such as ISAE 3000, GRI and SASB, each of which contains
unique approaches to sustainability reporting, especially
within the framework of the circular economy for agricul-
tural companies. The use of each approach depends on the
needs and goals of the reporting company. The experience
of sustainability reporting by individual countries, namely
Japan, the European Union, the United States, Canada, Bra-
zil and Ukraine, was also considered. Based on the experi-
ence, it can be seen that the basis for this type of reporting
is widely used in global practice. Nevertheless, individual
countries formulate the own norms and recommendations
for submitting such reports.

The theoretical foundations of sustainable develop-
ment emphasise the need for an integrated approach that
harmonises economic growth, social justice and environ-
mental care. One such approach could be the concept of a
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circular economy, which is based on a closed-loop pro-
duction cycle through innovative business models such
as product leasing, product sharing and product life cycle
extension. This approach not only reduces industries’ de-
pendence on limited resources, but also contributes to eco-
nomic stability by reducing costs and creating new jobs in
sectors such as repair, recycling, and resource management.

Accounting and reporting play a crucial role in the
realisation of sustainable development and the circular
economy. Integrated reporting, which combines tradition-
al financial data with environmental and social indicators,
offers a complete picture of a company’s performance and
impact on the ability to achieve sustainability goals. This ap-
proach is consistent with the principles of transparency and
accountability, which are critical to building trust among
stakeholders, including investors, customers, and regu-
lators. Various standards such as ISAE 3000, AA1000AS,
GRI, SASB and IIRC provide a framework for companies to

specific needs and regulatory environment. Most of the
countries whose experience was studied in this paper have
used international practices as a basis and developed the
own reporting regulations, taking into account the specifics
of a particular country. The same practice is widespread in
Ukraine: international standards exist together with national
legislation to improve the quality of sustainability reporting.

The role of accounting in the context of sustainability
reporting is not only to track financial performance, but
also to provide a broader view of how companies contrib-
ute to or impair the well-being of people and the planet.
By applying the principles of circular economy and sus-
tainability, companies can create long-term value that ben-
efits all stakeholders, ensuring that economic growth does
not come at the expense of environmental degradation or
social inequality. In the future, it is important to develop
more standardised and widely accepted reporting systems.

report on the sustainability efforts. Each of these standards ACKNOWLEDGEMENTS
has its own unique features, focusing on different aspects ~ None.
of non-financial reporting, but all the standards contribute
to a more holistic understanding of corporate impact on FUNDING
society and the environment. None.

Although these standards are globally accepted, there is
no universal framework for sustainability reporting. Coun- CONFLICT OF INTEREST
tries and organisations adapt the reporting methods to the =~ None.
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AHoOTaUf. B cyyacHnx ymMoBax 3abe3redeHHs CTaJIoro PO3BUTKY € OFHI€EI0 i3 JOBIOCTPOKOBIX I1i/eil OyAb-sIKOI AepXKaBH,
a TOMY pO3I/IAJ, HOBUX IIiIXO/iB Ta KOHIIEIIIilT 3a/IMIIaeThcsA akTyanbHuM. Lliio faHoro nocmimkeHHA 6y10 TOCTignTI
IifX0oay Ko 6yXrajTepchbKoro 00Ky 3a yMOB YIPOBaKeHHA NUPKY/LAPHOI eKOHOMIKM. B paMkax focmimkenns 6yna
IIpOBeJieHa OLiHKa JesAKIX OCHOBHMX HifixoxniB no ¢popMyBaHH: GpiHaHCOBOI 3BITHOCTI Ha OCHOBI IPMHLIMIIIB CTAJIOTO
PO3BUTKY Ta IUPKYIAPHOI eKOHOMiKM, IPOBOJMBCA MOPiBHANBHMIT aHa/Ii3 IXHIX CXOXXMX Ta BiIMiHHMX CKITaJoBKX. byno
3pO0/ICHO BUCHOBKM CTOCOBHO POJIi YMHHMX CTAaHAAPTIB y AiANbHOCTI MiANPUEMCTB B KOHTEKCT] JOCATHEHHS LIi/Iell CTalIoro
Ppo3BUTKY. Benmka KibKicTh HaABHUX HUHI M>KHAPOJHMX i HalliOHaIbHMX CTaHJAPTIB IPU3BOAUTD [0 BilCYTHOCTi EAMHOTO
CBITOBOTO IIIXOAY, IO Mir 611 3aJOBOJIBHUTY IIOTPebM yCiX yyacHUKiB puHKY. KpiM Toro, KoxkeH i3 mifxonis ¢pokycyerbes
Ha IIeBHIll CKIaIOBill pO3KpUTTA HepiHAHCOBOI 3BITHOCTI, @ TOMY € 61/IbIII Ui MeHII e(eKTBHUM Y Pi3HUX cUTyallidx. bys
IIpOBeeHNUIT aHaIi3 MiIXOAIB 1o OyXTraaTepchbKOro 00Ky B TaKUX KpaiHax, Ak fnonig, Himewunna, Ginnanpis, CIIA,
Kanapa, bpasunia Ta Ykpaina. Buasieno, 1o B IIUX iepyKaBax 3arajlbHi MiX0[M CXO0Xi Ta I'PYHTYIOTbCA Ha Mi>KHAPOTHUX
CTaHJapTaX, BOGHOYAC B OKpPeMIX KpaiHaX MOXKYTb 3aCTOCOBYBATICS JIOKAIbHI 3aKOHY, 1[0 POPMYIOTD 6ibi crienygivni
IIPMHLMIN TT0fa4i 3BiTHOCTI. BMCHOBKY HOCTiKeHHA MiKPeCTI0I0Th BaK/IMBICTh €UHOrO ITI00AIbHOTO MiIXOAY A0
3BiTHOCTI, 1110 3MO>Ke 3aJJOBOIBHUTY OTpeby puHKY. [IpakTuyHa HiHHICTD JOCTiKEeHHA MOIATAE B MOXINBOCTI
BUKOPVCTAHHS Pe3y/IbTaTiB /I pO3pOOKY iep>KaBHOI IIOTITUKY Ta KOPIIOPAaTUBHMX CTpATeriil y cdepi cTanoro posBUTKy
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Abstract. The relevance of the topic was due to the fact that in the context of economic instability, cash audit is becoming
a key tool for monitoring the effectiveness of enterprise financial resources management, given their high liquidity and
complexity of accounting. The aim of the study was to summarise the theoretical foundations of cash audit and develop
practical recommendations adapted to the realities of Ukrainian enterprises. The research methodology was based on a
combination of theoretical analysis and practical observations using the methods of induction, deduction, generalisation
and source analysis, which ensured the identification of the main problems in the field of cash audit at the enterprise and
the development of effective approaches to their solution. The article comprehensively examined the purpose of cash audit,
outlined the main tasks of the auditor and systemises information resources, which will facilitate a high-quality audit and
provide the auditor with the knowledge necessary for effective planning, conducting the audit, minimising errors and
preparing reliable audit reports. Particular attention was paid to the audit procedures used at different stages of the audit,
which will allow the auditor to deeply understand their specifics and effectively use them to obtain objective and reliable
audit evidence. The article presented approaches to the classification of audit control methods used in Ukraine, with
special attention paid to documentary verification and calculation and analytical techniques as key elements of ensuring a
high-quality audit of cash at Ukrainian enterprises. An improved methodology was proposed, which included not only a
general audit plan and programme, but also a detailed test of the accounting and control system. This will allow the auditor
not only to verify the correctness of the cash flows, but also to assess the effectiveness of the internal control system. To
facilitate and improve the quality of the audit, special working documents have been developed to help systemise information
and ensure its reliability. The results of the study can be used not only in the practical activities of auditors, but also in the
educational process of higher education institutions

Keywords: audit; cash transactions; procedures; audit stages; general plan; programme; working document

INTRODUCTION

During periods of military instability, enterprises face
massive challenges, including disrupted logistics, infra-
structure losses, and declining consumer solvency. In such
conditions, the need for effective control over the use of
financial resources, especially cash, grows, requiring a re-
view and improvement of audit approaches.

An analysis of scientific research indicates significant
attention to cash audit issues in both Ukrainian and global
scientific thought. Among Ukrainian scholars, O.B. Sili-
vonchik & M.I. Skrypnyk (2021) investigated the method-
ology for planning stages of cash audit. They analysed var-
ious scientific approaches to accounting organisation and

audit methods, concluding that universal approaches are
ineffective due to ignoring individual characteristics of en-
terprises. The authors emphasised the need to develop in-
dividualised methodologies for accounting, classification,
and auditing cash, integrated into the overall enterprise
management system. G.V. Bulkot & 1.O. Mirko (2021),
in turn, focused on the role of cash audit and ways to in-
crease its effectiveness in ensuring cybersecurity. They
stressed that audit must consider the need to protect con-
fidential information and prevent unauthorised access to
it due to digital threats, proposing the development of re-
liable secure servers and the involvement of qualified IT
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specialists. R.V. Boyko & Ya.V. Iliv (2024) noted the impor-
tance of effective financial resource management for the
stability of trading companies. They revealed the purpose
and objectives of cash resource audit, described approaches
to its essence, sources of audit evidence, and proposed a de-
tailed algorithm for verifying financial statements (Form 2
“Statement of Financial Results (Statement of Comprehen-
sive Income)”) to identify possible fraudulent activities or
errors. N.V. Kuzmenko et al. (2021) analysed the specifics
of cash audit, highlighting theoretical aspects of its organ-
isation. The authors emphasised the importance of doc-
umentary confirmation of facts in the auditor’s activities
and propose using a test for checking the state of internal
control and a detailed audit plan to improve its quality. In
connection with the spread of electronic money, A.S. Stol-
pova (2020) investigated the methodological principles of
its audit, including virtual currencies, concluding that audit
objectives must take into account the novelty and techno-
logical complexity of electronic money, as well as the need
to assess risks and the effectiveness of internal control when
auditing virtual currencies.

Alongside the research of Ukrainian academics, glob-
al scientific thought also pays significant attention to this
area, especially in the context of improving internal control
effectiveness and overall audit quality. Specifically, a study
by S.M. Fauziah et al. (2023), conducted at a broiler farm-
ing enterprise, revealed a significant positive correlation
between internal audit of cash disbursements and internal
control (correlation coefficient 0.721). The results of this
work showed that internal audit effectively helps to identify
significant discrepancies between budgeted and actual op-
erating expenses. This underscores the importance of audit
procedures for identifying control deficiencies, ensuring
the accuracy of cash accounting, and minimising risks,
including fraud. Continuing the consideration of practical
aspects of applying audit to cash, a study by B.A. Harared et
al. (2024) focused on the application of operational audit
to assess the effectiveness of internal control specifically
over cash receipts and disbursements at Clinic XYZ. The
results showed that the effectiveness of internal control was
59.34%, indicating the presence of significant shortcom-
ings, such as the absence of written policies and procedures
and an insufficient number of supporting documents. This
study provided specific recommendations for improving
cash management, emphasising the importance of audit as
a tool for identifying weaknesses in the cash internal con-
trol system and developing measures to strengthen it.

In terms of the direct application of audit procedures
to cash, the study by K. Retnaningrum & S. Trisnaning-
sih (2025) was valuable. They analysed the implementation
of audit procedures for cash and cash equivalents accounts
in a non-profit foundation. The results showed that audit
procedures were performed in accordance with established
standards, despite some operational obstacles. This work
emphasises that a thorough audit of cash is critically im-
portant, as it is a frequent target of fraud, and demonstrates
the practical application of audit methodology to ensure

the reliability of information about this key asset. Contin-
uing this line, the study by S. Ashok & K. Baskaran (2019)
is dedicated to audit and accounting procedures with a
particular focus on petty cash. They highlighted the crucial
importance of proper petty cash audit for the overall finan-
cial condition of an organisation, indicating the influence
of factors such as the nature of operations, company size,
and the risks of misappropriation, theft, and errors during
reconciliations. This study provided a basic understanding
of petty cash audit and its impact on cash balances, over-
all liquidity, and the financial position of an enterprise,
reaffirming the need for a carefully developed and applied
audit methodology for all forms of cash. Additionally, the
impact of overall audit quality on the management of fi-
nancial assets, particularly cash, was highlighted in a study
by A.I. Hunjra (2025). This work, conducted on a sample of
non-financial firms in South Asia, empirically confirmed
that high audit quality, along with the effectiveness of the
audit committee, significantly reduces a company’s cash re-
serves. This indicates that quality auditing activities, which
are directly based on clearly developed audit methodolo-
gies, contribute to increased transparency, accountability,
and, consequently, more efficient and optimised manage-
ment of cash resources at an enterprise, reducing the need
for excessive cash accumulation.

Based on the provided conclusions, previous studies
consider various aspects of cash auditing, including plan-
ning, cybersecurity, financial resource management, the-
oretical foundations, and the audit of electronic money.
However, the comprehensive impact of the unstable eco-
nomic environment on the organisation and methodology
of cash auditing remains insufficiently explored. Although
some authors do touch upon issues of risks and control, the
specifics of conducting audits in conditions of economic
instability, which may include currency rate volatility, infla-
tionary processes, and disruption of economic ties, require
separate and detailed study. There is also a need to adapt
existing methodologies to the unique challenges arising in
conditions of military actions, which significantly increase
uncertainty and risks for enterprises’ financial flows.

The aim of the article was to improve organisational
and methodological approaches to auditing enterprise cash
in conditions of economic instability caused by military
actions. The main objectives were: to analyse modern ap-
proaches to auditing, to systematise sources of audit ev-
idence, and to develop an adapted audit plan taking into
account the specifics of crisis conditions.

MATERIALS AND METHODS
In the process of studying the theoretical and method-
ological foundations of cash audit at enterprise, a set of
scientific methods was applied. The research is based on
theoretical analysis aimed at studying and systematising
scientific works of Ukrainian scientists on the problems
of organising and conducting cash audit, cash accounting
and financial stability of enterprises. Particular attention
was paid to the analysis of approaches to determining the
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purpose of cash audit. For this reason, various interpreta-
tions of the purpose of the audit presented in the scientif-
ic literature were studied and compared. In particular, the
works of the following authors were analysed: N.Y. Radion-
ova & K.O. Zhura (2017); O.E. Nezdoyminoga & O.G. Kra-
sota (2019); A.R. Okonchuk & A.R. Radionova (2021). The
application of the comparative method identified common
and distinctive aspects in the definition of the purpose of
cash audit by different authors, as well as the most common
audit objectives. The results of this analysis were systema-
tised in the form of a table reflecting the main emphases
made by each researcher.

Along with the theoretical analysis, the study used log-
ical analysis to reveal the essence of cash audit as an impor-
tant element of the internal control system and ensuring the
financial stability of the enterprise. Inductive and deductive
methods were used to formulate generalisations based on
the analysis of certain scientific provisions and to draw log-
ical conclusions about the organisation of the audit process.

The study of audit procedures took into account
the provisions of International Standards on Auditing
(ISA) 315 (2019), ISA 330 (2017) and ISA 500 (2020). The
application of ISA 315 and ISA 330 allowed for a clear sep-
aration of risk assessment procedures and subsequent audit
procedures (substantive and control testing), which provid-
ed a more structured approach to planning and performing
cash audits. ISA 500 (2020) was used to detail the content
of audit procedures, such as inspection, external confirma-
tion, observation, recomputation, re-performance, inquiry
and analytical procedures, which contributed to increasing
the reasonableness of audit opinions.

An important stage of the research was a detailed anal-
ysis of the legal framework of Ukraine regulating the ac-
counting and audit of cash. The following documents were
studied: Resolution of the Board of the National Bank of
Ukraine No. 148 (2017), Resolution of the Board of the Na-
tional Bank of Ukraine No. 51 (2018), Order of the Minis-
try of Finance of Ukraine No. 879 (2014), Law of Ukraine
No. 851-1V (2003), Law of Ukraine No. 1591-IX (2021),
Order of the Ministry of Finance of Ukraine No. 73 (2013).
The analysis of these documents made it possible to deter-
mine the legislative requirements for the organisation of
cash accounting, control and audit procedures in Ukraine.

A tabular method was used to systematise information
on the main sources of audit evidence and the list of audit

procedures used in the audit of cash. This provided a visual
representation of the classification of information sourc-
es (internal and external) and types of audit procedures
with examples of their practical application. The modelling
method was used to develop a structured approach to the
audit of cash. This is reflected in the development of Table 4
“Plan for conducting a cash audit at an enterprise”, which
presents a three-stage model of the audit process, covering
the organisational and preparatory, main and final stages.
The comprehensive application of the methods of theoret-
ical analysis, comparison, logic, induction and deduction,
analysis of the regulatory framework, tabular method and
modelling provided an in-depth study of the theoretical
and methodological aspects of cash audit and became the
basis for further conclusions and developments.

RESULTS AND DISCUSSION

Maintaining business stability in a time of war, when logis-
tics are disrupted, infrastructure is destroyed and the pur-
chasing power of the population is declining, is an extreme-
ly difficult task. In such circumstances, managers must look
for innovative solutions to ensure business sustainability.
Those companies that can optimise the use of their resourc-
es will have a better chance of not only surviving but also
strengthening their market position. In this context, con-
trol over cash, which is the most liquid asset, is of particu-
lar importance. Therefore, a high-quality audit of cash is a
necessary tool to ensure financial stability and prevent the
risks of errors and fraud in accounting.

The organisation of an audit begins with a clear defi-
nition of its purpose and the formulation of specific tasks.
Typically, the auditor determines the purpose and draws
up a list of tasks to be performed during the audit at the
preparatory stage, taking into account the terms of the
agreement concluded with the client. The latter confirms
that an agreement has been reached between the auditor
and the client. From a methodological point of view, the
auditor should have an understanding of the purpose and
objectives of the cash audit before the start of the relation-
ship with the client, i.e. a certain basis that will only need
to be adjusted later (Alieksieiev & Mazur, 2020). This will
allow to speed up the organisational work and proceed di-
rectly to the audit itself. The views on the composition of
the cash audit objective found in the economic literature
are presented in Table 1.

Table 1. Approaches to determining the purpose of a cash audit
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Table 1. Continued
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Source: created by the author

As can be seen from Table 1, each of the reviewed
works focused on establishing the reliability of data on cash
flows. Usually, reliability of information refers to the reflec-
tion of the actual state of affairs, as well as the absence of
material errors and bias. Such qualitative characteristics as
completeness, correctness, legality and timeliness are often
mentioned. A number of scholars, namely Y.V. Podmeshal-
ska et al. (2019), A.Yu. Kozachenko (2021), L.M. Kulinich
& L.Yu. Patramanska (2016), the purpose of the audit is to
provide a reasoned opinion in the report, which requires
a sufficient evidence base. Decisions on the sufficiency of
audit evidence are made on the basis of the auditor’s pro-
fessional judgement, which imposes a significant responsi-
bility on the auditor.

The approach described above is acceptable, since the
provision of audit services ends with the preparation of a
report, the final part of which contains a conclusion (posi-
tive, conditionally positive, negative) or a refusal to formu-
late it. The most common reasons for not issuing an opin-
ion are the lack of sufficient evidence and/or a violation of
the principle of independence. The aim of the cash audit
is to provide the auditor with a reasonable opinion on the
legality, reliability, timeliness, correctness, appropriateness
and compliance with the applicable laws and regulations of
the information on the availability and movement of cash
reflected in the accounting records.

The main areas of the cash audit are as follows:

¢+ assessment of the state of payment discipline and in-
ternal control system of cash transactions;

¢ verification of cash safety, timely and complete post-
ing of cash and its intended use;

¢ verification of compliance with the established cash
balance limit, availability of a document approving the pro-
cedure for its calculation;

¢ control over the availability of a full liability agree-
ment with the cashier;

¢ verification of compliance with the terms of cash in-
ventory, correctness of documentation of its results;

¢ determining the areas of use of non-cash funds, their
legality and purpose;

¢ determining the number and types of bank accounts
of the company, the correctness of their opening, and the
specifics of banking services;

¢ controlling the accuracy and correctness of filling in
primary documents;

¢ checking the absence of errors in the reflection of
information on cash on synthetic and analytical accounts;

¢ determining whether the relevant information in
the primary documents, accounting registers and financial
statements is identical;

¢ confirming the accuracy of the data on cash present-
ed in the financial statements of the entity.

Audit evidence is obtained from both internal (the
most important part) and external sources. Internal sourc-
es are important because they are directly related to the
company’s operations and provide detailed information
about business transactions and internal controls. Howev-
er, to ensure the objectivity and confirmation of internal
sources, the auditor should also obtain information from
external sources that are independent of the company
and can provide additional confirmation or identify po-
tential discrepancies. Such a comprehensive approach to
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collecting audit evidence allows the auditor to form a rea-
sonable and reliable opinion on the company’s financial

statements. The main information sources for the audit of
cash are presented in Table 2.

Table 2. Key information sources for cash audit

Name of the group List of components
Internal administrative Order on accounting policy (regarding the accounting of cash desk and bank account operations);
documents Order on approving the procedure for calculating the cash till limit

Documents for recording
cash transactions

Cash receipt voucher (No. KO-1); Cash payment voucher (No. KO-2); Register of cash receipt
and payment documents (No. KO-3); Cash book (No. KO-4); Book of cash issued and received
by the senior cashier (No. KO-5); Cash disbursement statement; cash receipt

Accounting documents
Cashless payments

Payment instructions, bank statements

Acts and reports

Act of inventory of cash and cash equivalents; Report on the use of funds issued for business trips
or against accountability; Act of reconciliation of mutual settlements; Act of audit of financial
and economic activitie

Accounting registers

Journal 1, statements 1.1, 1.2, 1.3; Register of uncollected wages

Financial statements

Balance Sheet (Statement of Financial Position) (Form No. 1); Statement of Cash Flows
(Form No. 3 / 3-n); Notes to the Annual Financial Statements

Regulatory and legal acts

Resolution of the Board of the National Bank of Ukraine No. 148 (2017); Order of the Ministry
of Finance of Ukraine No. 879 (2014); Law of Ukraine No. 851-1V (2003);
Law of Ukraine No. 1591-IX (2021)

Source: created by the author

Various procedures are applied in the course of an
audit. From the perspective of international practice, the
methodology of which is set out in ISA 315 (2019) and
ISA 330 (2017), they are divided into risk assessment pro-
cedures and subsequent audit procedures (substantive and

control tests). ISA 500 (2020) provides a detailed descrip-
tion of the content of inspection, external confirmation,
observation, recalculation, re-performance, enquiry and
analytical procedures (Table 3). They are grouped accord-
ing to the context in which they are used by the auditor.

Table 3. Audit procedures for the audit of cash

Names of audit procedures

Examples of use

Overseeing the process of inventorying cash and cash documents stored in the company’s cash desk;

Observations monitoring the documentation of transactions with accountable persons
. Confirmation of the amount of the current account balance; confirmation of the intended use of
Confirmation .
funds, the terms of agreements concluded between the company and a third party
Inspection Checking entries in the cash book, compliance with the storage periods for primary documents,
compliance with safety rules when working with cash equipment
Sending letters of request for data reconciliation to the company’s counterparties; verbal requests to
Request employees regarding cases of issuing money for reporting, payment of salaries
(from the cash desk or to a bank card)
Verification of the correctness from the mathematical point of view of determining the net cash flow
Recalculation and its balance at the end of the period in the Cash Flow Statement (form No. 3/3-n); determination

of the correctness of the calculation of the balance at the end of the day in the Cash Book (No. KO-4)

Re-execution

Re-distribution of cash flows by type of activity (operating, financing, investing);
re-determination of exchange rate differences on foreign currency transactions

Analytical procedures

Analysis of liquidity and solvency indicators for several years, comparison with industry averages;
factor analysis of net cash flow; determination of the plausibility of links between financial
and non-financial data (number of new customers, hours worked, market share,
volume of transactions per day, etc.)

Source: created by the author

According to approaches adopted in Ukraine, or-
ganoleptic, computational-analytical, documentary, and
methods of generalisation and implementation of con-
trol results are distinguished. General scientific meth-
odological techniques are also singled out. This method
of grouping is described in the works of L.V. Gutsalen-
ko et al. (2014), L.L. Hevlych & I.G. Hevlych (2017), and
N.V. Kotseruba (2018).

Control over the actual state of objects is realised on
the basis of organoleptic (sensory) techniques, which in-
clude inventory taking, control measurements, observa-
tion, expert examination, and experiment. Some of them
are generally not used in the audit of cash and cash equiv-
alents. For example, control measurements of works are
usually resorted to during an audit of expenses or settle-
ments with suppliers and contractors to establish facts of

University Economic Bulletin | Vol. 20, No. 1



Methods of auditing cash at the enterprise

volume distortion, overpricing or underpricing, inclusion
of non-budgeted expenses, etc.

Computational-analytical audit techniques include
economic analysis, statistical calculations, and econom-
ic-mathematical methods and models. This group of
methods, along with forms of documentary verification, is
widely used in auditing cash operations. Economic analy-
sis allows for uncovering the reasons for deviations in re-
ported figures and identifying signs of irregularities. For
presenting information on cash flow by type of activity, a
separate report (Statement of Cash Flows (Form No. 3/3n))
is provided. As T.A. Pereymyvovk (2007) noted, during
the study of economic activity, “it is very important not to
make a mistake in assessing the impact of factors (negative
or positive), when ultimately the value of one factor can be
outweighed by the value of other factors with an opposite
assessment”. An auditor who expresses their professional
judgment on the financial statements of an economic entity
must not only take into account the current state but also
the enterprise’s immediate prospects. That is, based on, for
example, various models for predicting the likelihood of
bankruptcy, assess the riskiness of activities.

Documentary verification, in its essence, can be for-
mal, arithmetic, regulatory and legal, cross-checking,
analytical, and chronological. I.V. Beshulya & L.L. Hev-
lych (2013) proposed dividing documentary methods into
three groups: 1) examination of an individual document
(register, reporting form); 2) comparison of accounting
documents (registers, reporting forms); 3) examination of
data reflecting the movement of homogeneous valuables.
The content of operations accompanied by cash movement
can be examined by the auditor both in chronological order
and in a systematised manner. If documentation is checked
in chronological order, there is usually a need for simul-
taneous work with different types of it. It is much more
convenient to study documents by groups of economically
homogeneous operations.

Cross-checking is used to confirm the state of settle-
ments with counterparties and the corresponding move-
ment of funds in the bank account. T.Ya. Matkivska &
O.M. Bondarenko (2020) noted that this type of verifica-
tion can also be carried out with the bank serving the enter-
prise to gain confidence in “the presence of open accounts.”
Auditors also resort to arithmetic calculation of all totals in
a document, which allows for identifying errors made dur-
ing its preparation. For example, in the cash disbursement
statement, provided in Appendix 1 to Resolution of the
Board of the National Bank of Ukraine No. 148 (2017), the
total amount in the fourth column of the table, the volume
of actually disbursed cash per statement, and the amount of
deposited funds are checked.

The national approach provides for a clear distinction
between documentary and factual control, while the inter-
national approach combines them within inspection. During
documentary verification, it is common to resort to re-per-
formance, recalculation, inquiry, and external confirmation,
although each of these procedures has a slightly different

name in domestic practice. According to the international
view of the audit process (ISA 500, 2020), there is no separate
group for methods of generalisation and implementation of
control results, as these are considered obvious and not re-
lated to the examination stage. The most complete match in
content is observed for the observation procedure, which
is included in the organoleptic group in national practice.

Each audit is conditionally divided into several stages.
Most researchers who have studied the organisation of cash
audits have settled on the option of distinguishing only
three stages, namely: preparatory, main, and concluding.
Such information is contained in the works of N.Y. Radi-
onova & K.O. Zhura (2017), O.G. Ryabchuk & L.R. Koro-
taeva (2018), T.O. Melikhova & A.S. Veriovkina (2019). The
second most frequent distribution is into four stages. The
aforementioned three are supplemented by a physical ver-
ification stage, also called factual, which is proposed to be
conducted after performing preparatory procedures, i.e.,
the first stage. This position is held by Y.V. Podmeshalska et
al. (2019) and L.D. Golyash & B.N. Menkiv (2019).

There are also scholars who distinguish six or more
stages of cash audit. For example, M.D. Korinko (2014)
compiled a list of auditor actions during the verification
of cash operations of an economic entity, combining them
into six stages. In his opinion, such a verification should
begin with “a sudden audit of the cash till with a full sheet-
by-sheet recalculation of all money and other cash docu-
ments located in the enterprise’s cash till”. A.Yu. Kozach-
enko (2021) provides similar information in her article.
According to M.Yu. Gulko (2020), eight stages of organisa-
tion and direct conduct of the audit of monetary assets, the
main component of which is cash, should be distinguished.
The author provided the highest degree of detail for the
previously mentioned stages. For example, he divided the
preparatory stage into the following three: “preliminary ex-
amination of client’s activities; drawing up an audit plan;
constructing a scheme of the audit process sequence”. It is
more appropriate to disclose these processes as part of the
first stage of the audit, rather than separating them.

Other approaches are also found in economic litera-
ture. Yu.V. Shavrina & T.L. Sliunina (2024), although they
distinguished four stages of audit, like Y.V. Podmeshal-
ska et al. (2019), according to their vision, the audit should
begin with an organisational stage, during which the au-
ditor collects and analyses information about the enter-
prise’s activities, its structure, management and accounting
system, assesses the feasibility of the audit, and concludes
the service agreement. Only after this does the transition
to the preparatory stage occur, where an audit team should
be created, a general audit strategy developed, and an audit
plan, programme, and schedule developed. The main stage
was renamed to technological without changing its essence,
as was the concluding (final) stage.

The option of dividing the cash audit process into three
stages is sufficient: organisational-preparatory, main, and
concluding. There is no need to single out a physical (fac-
tual) verification stage as a separate group, as the process of
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observing the inventory of cash and cash documents in the
till is a type of audit procedure, which, although it signifi-
cantly affects the quality of the conclusions drawn, is not

more important than other types, such as inquiry, recalcu-
lation, analytical procedures, etc. The general appearance
of the cash audit plan is presented in Table 4.

Table 4. Plan for conducting a cash audit at an enterprise

Name of the audit stage

Content

¢ familiarisation with the specifics of the company’s business;

¢ verification of the absence of circumstances that may be grounds for refusal to conduct the audit
of the company’s financial statements;

¢ studying the general industry indicators of similar enterprises;

Organisational-preparator
& prep Y| & determination of the audit risk;

¢ calculation of the materiality level;

¢ preparation of the audit plan and programme;
¢ conclusion of an audit services agreement.

¢ performing audit procedures in accordance with the previously prepared audit programme;

¢ preparation of the audit report.

Main
¢ completion of working documents.
Summarising the results of the audit:
. ¢ analysis of the violations and abuses found;
Concluding

¢ coordination of the identified violations with the management and their correction;

Source: created by the author

The first step is to investigate the issue of the absence
of a conflict of interest and compliance with the princi-
ple of auditor independence. For example, if the key audit
partner and the chairman of the company’s Supervisory
Board are family members of the first or second degree
of kinship, the objectivity of the opinion presented in the
audit report will be questionable. The audit entity thor-
oughly familiarises itself with the specifics of the com-
pany’s business. Information on the main and additional
activities, main sales markets, main counterparties of the
company, organisational structure, accounting policy, etc.
is studied. The task of the company acting as the client
is to provide all the necessary documentation. This may
include, first of all, the company’s Charter, Certificate of
State Registration, certificate from the Unified State Reg-
ister of Enterprises and Organisations of Ukraine (US-
REOU), Order on Accounting Policy, Order on Approval
of the Procedure for Calculating the Cash Balance Limit,

Regulation on the Internal Audit Service, financial state-
ments and audit reports for previous years, etc.

At the organisational and preparatory stage, the inter-
nal control system is also assessed. If a high level of efficien-
cy is found, this will reduce the labour intensity of the sub-
sequent audit, the sequence of tasks of which is recorded in
the programme. The elements to be examined are usually
the internal environment, controls in place, risk manage-
ment, information and communication, etc. A commonly
used method of assessment is testing.

By testing the internal control system, the auditor eval-
uates its effectiveness, identifies deficiencies in cash account-
ing, determines audit risk, assesses the qualifications of em-
ployees who perform cash transactions, and establishes the
effectiveness of the control procedures adopted by the com-
pany (Table 5). The results obtained, among other things, al-
low the development of the programme to choose the right
method of conducting the audit: spot, full or combined.

Table 5. Test of the company’s accounting and internal control system

Question Content

Answer Options
Yes No

Notes

1 | Were any deficiencies, irregularities, or abuses identified in previous audits?

cash and cash equivalents?

Does the Accounting Policy Order sufficiently disclose the specifics of accounting for

3 | Does the company have a schedule of cash and cash equivalents document flow?

Do accounting employees leave frequently?

Is there a full liability agreement with the cashier?

Are there proper conditions for storing cash and cash documents in the company’s cash

6 | deske
Has the procedure for calculating the cash balance limit been approved?
Does the company comply with the cash balance limit?
9 Has the company been fined for violating the provisions of the Regulation on conducting

cash transactions in the national currency?

10 | Are the cash books numbered and laced in the prescribed manner?
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Table 5. Continued

No. Question Content

Answer Options
Yes No

Notes

1. controlled?

Is the timeliness of the employee’s return of unused funds provided for reporting

12 | Is the cash register inventory carried out more than once a year?

13 | Does the company carry out unscheduled inventories?

14 | Are there any agreements on opening bank accounts?

Did the company conduct mutual verification of settlements with counterparties in the

during the day using the NBU exchange rate, performed?

15 . .
reporting period?

16 Are the rules for determining the effect of changes in foreign exchange rates, as set out
in NP(S)BO 21/IAS 21, adhered to when settling with foreign counterparties?

17 Is the revaluation of end-of-day monetary items, for which transactions occurred

18 | Do accounting staft monitor legislative changes regarding accounting and taxation?

19 adhered to?

Are the retention periods for primary documents related to cash and cash equivalents

20 . .
preparing financial statements?

Is the verification of synthetic and analytical accounting data performed before

21 | Is the consistency of accounting register indicators and financial statements checked?

22 | Do you consider the internal control system at the enterprise to be effective?

Source: created by the author

After analysing the results obtained during the assess-
ment of the company’s internal control model, an audit
programme is drawn up. It discloses information about the
timeframe for completing the tasks and the persons respon-
sible for the quality of the audit, as well as audit procedures,
sources of information, indices of working documents, etc.
It is advisable to start an audit of cash with a surprise inven-
tory. The external auditor should act as an observer in this
process. Prior to the physical inspection, the cashier provides
the chairman of the inventory committee with a receipt stat-
ing that all cash received has been posted and cash issued
has been written off, and that all receipt and expense docu-
ments have been submitted to the accounting department.
Non-cash payments are also subject to inventory. They are
subject to a special procedure, which involves counter rec-
onciliations with counterparties. The actual existence of cash
in transit, i.e. cash belonging to the entity but not yet credited
to the relevant current or other bank account, can be con-
firmed by comparing the amounts recorded in sub-accounts

333 “Cash in transit in national currency” and 334 “Cash in
transit in foreign currency” in accordance with Instructions
no. 291 (Ministry of Finance of Ukraine, 1999), with the in-
formation contained in receipts from banks, post offices, and
copies of the accompanying statements for transferring pro-
ceeds to the bank to collectors.

The audit of cash transactions is usually carried out
using a continuous method, with special attention paid to
compliance with cash discipline. Although this method is
the most labour-intensive, it also minimises the risk of er-
rors not being detected. The continuous type of audit is used
in situations where the auditor believes that the use of the
sampling method will not be sufficiently effective to obtain
the necessary audit evidence. This is because the sampling
method may not detect significant irregularities in such a
sensitive area of accounting as cash transactions, where the
risk of fraud is significant. An exception is possible only for
cash transactions that are of a large-scale nature. The cash
audit programme is set out in Table 6.

Table 6. Cash audit programme

No. List of issues to be checked Audit meth_o dological Audit evidence Term
techniques
. . . Cash Book, Cash Receipt Voucher

Checking the compliance of accounting data - :

1 |and the agctual avairl)abilit of cash and cgash Supervision of the (CRV), Cash Payment Voucher (CPV),
documents on hand Y inventory process Act on the Results of Inventory

" of Available Funds Held

Checking the establishment of and compliance Cash Limit Calculagop, Order o

2| with the cash balance limit in the company’s Documentary, Approval of Cash Limit Calculation
cash desk Y arithmetic Procedure, Order on Accounting

Policy, Cash Book, CRV, CPV

3 Verification of compliance with legal Documentary, Full Material Liability Agreement,

requirements for the employment of a cashier | regulatory and legal Cashier’s Job Description
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Table 6. Continued
. . Audit methodological e .
No. List of issues to be checked . 8 Audit evidence Term
techniques
Checking the intended use Documentahry, Disbursement documents, gdvance
4 of cash at the enterorise cross-checking, reports, CPV, cheques, receipts, data
P arithmetic from accounts 30, 31, 372, 66
. . . Documentary, CRY, CPV, Cash Book (No. KO-4),
Verification of compliance .
5 with restrictions on cash pavments regulatory and legal, Book of Cash Issued and Received
bay cross-checking by the Senior Cashier (No. KO-5), etc.
Reports on the Use of Funds
Verification of timeliness and completeness Issued for Business Trips or against
. Documentary, s . L
6 | of return of unused part of the cash issued . . Accountability (travel tickets, invoices,
arithmetic . .
under the report by employees payment bills, cheques), disbursement
documents, CPV
Checkir‘lg compliance with the conditions ‘ Act on Checking Adherence
7 | for storing cash and other valuables Inspection .
. R to the Procedure for Cash Operations
in the company’s cash desk
Verification of compliance with the rules Documentary,
8 | for maintaining a cash book (numbered, inspection, substantive | Cash Book (Form No. KO-4)
laced, sealed, and free of corrections) testing
Documentary,
Checking the procedure arithmetic, substantive . .
9 . . Bank statements, payment instructions
for spending cash proceeds testing, regulatory and
legal
10 Checking for discrepancies in settlements with | Cross-checking / Act of reconciliation of mutual
counterparties Reconciliation settlements
Verification of the correctness of exchange rate | Documentary, Payment instructions, bank
11 | differences at the date of the transaction and at | arithmetic, substantive |statements, Order on accounting
the end of the reporting period testing policy, NBU data
Payment instructions, bank
. . Documentary,
Verification of the correctness of documentary substantive tostin statements, CRV, CPV, Cash Book
12 | registration of cash receipt and transfer . . & (No. KO-4), Book of Cash Issued
. arithmetic, regulatory . . .
(payment) transactions and legal and Received by the Senior Cashier
& (No. KO-5), etc.
Revi f analytical cash ting f .
cview of aia ytical cash accounting o Documentary, Trial balance, Journal 1, statements
13 | compliance with turnover and synthetic . .
substantive testing 1.1, 1.2, chart of accounts, etc.
account balances
Checking the consistency of information Journal 1, statements 1.1, 1.2, 1.3;
. . . Documentary, . .
14 | provided in the financial statements and . . Register of uncollected wages, financial
. . substantive testing
accounting registers statements (Forms No. 1, 3, 5)
Verification of the identity of the respective Balance sheet, cash flow statement,
. Documentary, R
15 |figures in the Balance Sheet, Cash Flow ) . notes to the annual financial
substantive testing
Statement and Notes statements
16 | Summarising the results Analytical Working documents, auditor’s report

Source: created by the author in accordance with the requirements of the Resolution of the Board of the National Bank of Ukraine

No. 148 (2017)

This programme will allow the auditor to approach the
audit in an organised manner and obtain the evidence nec-
essary to formulate an audit report, the main part of which
is an opinion on the reliability of the financial statements.
The auditor may issue one of four types of opinion: un-
qualified, qualified, adverse or abstain from expressing an
opinion. The latter option is possible, for example, if the
auditor’s independence is violated or if sufficient and ap-
propriate evidence cannot be collected. If the auditor de-
cides to express a qualified opinion because certain minor
inaccuracies or irregularities have been identified that have
a limited impact on the financial statements, the reasons
should be disclosed in a separate paragraph of the report. In

addition to the report, the internal audit results also include
recommendations for correcting identified errors and op-
timising the accounting and internal control system. Such
information is provided to management for consideration.

The most common violations identified during a cash
audit include the following: Abuse of office (misappropri-
ation, embezzlement of part of the funds received in the
course of excessive write-offs or non-receipt); exceeding the
permissible limit of cash payments, the established cash lim-
it; untimely and/or incomplete return of funds provided for
reporting by employees; mistakes in calculations (incorrect
determination of exchange rate differences, total cash trans-
actions for the day in the Cash Book, amount of deposited
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salary, etc.); lack of mandatory details in primary documents;
incorrectly formed account correspondence; untimely and/
or poor quality cash inventory, etc. The auditor must gen-
erally adhere to the principles of confidentiality and profes-
sional secrecy, i.e. not disclose information obtained during
the audit, including any violations identified, to third parties.

An important element of the cash audit is the recon-
ciliation of mutual settlements, which allows to verify the
accuracy of the information on the status of debts and to
ensure that the data on the balance of non-cash funds is
correct. First of all, the reconciliation is carried out with
the main counterparties with whom the company has the

largest volume of settlement transactions for the period un-
der review. This process also includes those debtors with
whom there has been no contact for a long time, but whose
debts remain outstanding. For the purposes of summaris-
ing the information obtained as a result of reconciliations
with counterparties, for the sake of clarity of its display and
ease of analysis, it is proposed to use a summary statement
of reconciliation acts with counterparties (Table 7). Such
data, especially if collected over several periods, will allow
identifying the transactions in which errors are most often
made, identifying the party responsible for the discrepan-
cies, and the most problematic debtors and creditors.

Table 7. Summary statement of reconciliation acts with counterparties

Document According to the Act
. Amount of debt, UAH of Reconciliation of
confirming the debt
Counterparty Mutual Settlements .
No. . Disagreements
name Name and . According to the
By supporting . .
Date | number of the analytical accounting UAH Date
document
document statement
1 2 3 4 5 6 7 8 9

Debtors of the enterprise:

Creditors of the company:

Source: created by the author

The auditor usually also pays attention to verifying the
information on the company’s bank accounts, namely the le-
gality of their opening, the existence of a cash management
agreement, and compliance with the closure procedure,
if such an event has taken place. Obtaining confirmation

from banking institutions regarding account balances is a
key procedure for confirming the accuracy of information
in the company’s accounting records. Therefore, it is im-
portant to know which accounts are open to the company
and in what amount (Table 8).

Table 8. Form of the auditor’s working document for verification of information on bank accounts

Account Analytical
) - . Account closure ..
E o -3 2 opening details account for Usage activity
Bank where -S §1 = E agreement accounting
> : .
the account | = E & Z g 9 s § 2 hs
. ) 2 g g Z g & Z Q s 2S5 o @
is opened 3 E 2 ] 2 g 2 3 b= g < Qg QS
o} 3 =} ] g = 2 = 5 g 5 228w ==
S| <192 S a & a 3 3 Z S2e3 s 8
Q =7 9 g 8‘ =]
< < =
1 2 3 4 5 6 7 8 9 10 11 12 13 14

Source: created by the author in accordance with the requirements of the Resolution of the Board of the National Bank of Ukraine

No. 162 (2022)

It is also necessary to pay close attention to the rea-
sons for closing previous bank accounts (on the com-
pany’s own initiative; on the bank’s initiative due to the
absence of transactions for 3 years with a zero balance;
by decision of the body responsible for the termination
of the legal entity, etc. Of course, a legal entity may not
have such accounts. In this case, columns 8, 9 and 10 of

the proposed form of the auditor’s working document for
verifying information on bank accounts will remain blank
(or a dash may be placed in them).

Information about the analytical account used to re-
cord transactions on an account opened with a banking
institution is required to obtain assurance that there is no
contradiction with the requirements of applicable law (for
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example, that transactions to transfer funds from a current
account in foreign currency are not recorded on the 3™ or-
der account 3111). The data in columns 13 and 14 are in-
tended to assess the need for this account. If, for some rea-
son, it is not used by the business entity for a long time, it
is necessary to consider closing it. In addition, the account
opening agreement may provide for the write-oft of the fee
for settlement services for an inactive account.

When auditing cash transactions, one of the most
important tasks is to examine the correctness of the pri-
mary documents reflecting the issuance and acceptance of
cash. It is necessary to perform not only arithmetic calcu-

lation, but also a formal check, which involves reviewing
the document for all mandatory details, the list of which
is set out in Resolution of the Board of the National Bank
of Ukraine No. 148 (2017). The author has created a vari-
ant of the auditor’s working document form, which will be
convenient for recording the results of the review of cash
receipt orders. In the last line of the form, for each column,
except for 16, 17 and 18, it is needed to calculate the sum
of empty cells that indicate the absence of a requisite. This
will make it possible to identify which requisite is most
often overlooked and to determine the number of primary
documents filled in with errors (Table 9).

Table 9. Form of the auditor’s working document for verifying the correctness of filling in cash receipt vouchers

Name of requisites Operation amount,
- }8) ol 3 Amount g &0 o 3 Signature UAH with coins
S Q S = Q

B2y O 8852 8| g|la| | E|EEE ES || .| ElgrE=|gET|¢
S a g =} SE| o= L = ) ‘A jae] S =3 O £ = < o — 8| 535 5 | .e

5 s o 2 E| 27 2] =] 3 < o 0o 9| =g o = g 8= 0 | 9O=20 | B
Z. 3] 5| 8 & o Bo m = L O ¢ < 2 w < = 2 o} 14 L S

4 8 |8 ARE|l & & 8 294| 0 2 L5 4

= > Z = o = o) < O 9 s .| = L |2

o & S| 5| = | = 5 18°3| <8 O Slp=2s|ngs &

5 A = & |O < < | REZ | &4

2 3 4 5 6 7 8 10 11 12 13| 14 15 16 17 18
E X X X
=

Source: created by the author in accordance with the requirements of the Resolution of the Board of the National Bank of Ukraine

No. 148 (2017)

A working document form for monitoring the correct-
ness of filling out cash vouchers (form KO-2) was devel-
oped on a similar principle. The only difference is in the set
of details: instead of the surname, name, patronymic (sur-
name) of the person from whom the order was accepted, the
surname of the person to whom the cash should be issued

against signature is checked; the initials and signature of the
head of the enterprise are added (there may be no signature
if the documents, statements and accounts attached to the
form No. KO-2 contains his authorisation), as well as the
cash recipient; the name, number, date and place of issue of
the recipients identity document are indicated (Table 10).

Table 10. Form of the auditor’s working document for checking the correctness of filling in the cash vouchers

Name of requisites
q
=
E =} - —
) o o0 2 =t j=]
2| € s 2 282
V - =| 2 < 3 ] “E:::E Amount
03| 5|8 5 2188 84 <% §3559 , of the transaction,
o2 58 9 -2 28| B2 22 & Signature UAH
&£%6:°§ Sl 82| s 2C ESE S per co.
= IR 2| o = = S o g =
-%UZEQ < o) Qo 3z = o g 5
°'C | Ol @ m =1 O o =t ‘-‘E‘-‘u-
Z| 8o 809 2 3 < S
51255l & - *
HL‘L]::Q):S
uﬁ%&j%m ) - k= - o0 T on < =
| g < =] =] = (=l o
-l a 5 = k) G S = 3 = uw g Y = ._‘4 o
5 5 = R ER=] < = | < —- O3 =
o0 7 = 2 ] R=l 5 EQ 5 0 & 8
| 2 &€ O3 Tl 8 3ez3E 8= =
_ | = < ~ o< o < g @)
112/3/4|5/6|7 | 8 9 10 11 12 13| 14 15 16 | 17 18 19 20
—
<
kS X X X
=

Source: created by the author in accordance with the requirements of the Resolution of the Board of the National Bank of Ukraine

No. 148 (2017)
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Every enterprise that makes cash payments faces the is-
sue of setting a cash limit. If it is not approved by an appro-
priate administrative document, the cash balance limit will
automatically be considered zero. Any excess, except as pro-
vided for by law, will result in penalties being imposed on
the company, so it is important to ensure that the limit is not
exceeded during the audit. The exception is the days when
salaries are paid from the cash desk. Funds received for this
purpose may be kept in excess of the limit for three days.

Currently, due to the martial law, it is necessary to
take into account circumstances that make it impossible to
timely deposit the excess cash amount to a bank branch.
This may be due to active hostilities on the territory, as well
as emergency power outages. Paragraph 48 of Resolution
of the Board of the National Bank of Ukraine No. 51 (2018)

provides for the possibility of transferring cash to the bank
with a delay due to force majeure circumstances, while tak-
ing measures to remedy the situation as soon as possible
(returning the over-limit amounts). This nuance was tak-
en into account when developing the form of the auditor’s
working document, which can be used to identify the fact
of exceeding the cash balance limit (Table 11). It also does
not contain a requirement for mandatory documentary ev-
idence of force majeure, but it is advisable for a company
to have it to avoid possible misunderstandings with reg-
ulatory authorities. This can be a printed notice from the
regional power company on its official website about an
emergency power outage in the region, a bank’s notification
of a temporary pause in the operation of its branches, or an
explanatory note from the cashier.

Table 11. Form of the auditor’s working document for checking the cash limit

) - B Including cash balance per
’é g "g payment statements on payroll Exceeding the established cash till limit
Dat = 5 g f E days

ate =3 .

5 ;‘E _g 5 Due to the Due to force majeure

7} = ise’s faul

S é é within term | exceeding the term enterplrjtzils ault UAH ngginnil;:?;z
1 2 3 4 5 6 7 8

Source: created by the author

Enterprises with foreign currency assets disclose
in Form 5 “Notes to the Annual Financial Statements”
of the Order of the Ministry of Finance of Ukraine
No. 904/5125 (2000), among other things, information
on non-operating foreign exchange gains and losses.
Such detail is not quite sufficient for users of the financial
statements, so in order to increase the information con-
tent of the financial statements, it is advisable to separate-
ly disclose the amounts of exchange rate differences aris-
ing from investing and financing activities in Form 5. For
these purposes, it is necessary to ensure the accumula-
tion of information in the following analytical section of

the 3™ order to sub-accounts 744 “Income from non-op-
erating exchange rate differences” and 974 “Losses from
non-operating exchange rate differences”: 7441 “Income
from exchange rate differences arising from investing
activities”, 7442 “Income from exchange rate differences
arising from financing activities”, 9741 “Losses from ex-
change rate differences arising from investing activities”
and 9742 “Losses from exchange rate differences arising
from financing activities”. As a result, the Notes to the
annual financial statements (Form 5) in terms of infor-
mation on exchange rate differences will look like the
following Table 12.

Table 12. Supplements to sections V and VI of the notes to the annual financial statements

Row code Name of the indicator
600 Non-operating exchange rate differences
601 Foreign exchange differences from investing activities
602 Foreign exchange differences from financing activities
700 Electronic money

Source: created by the author

According to the traditional approach, which is set out,
among other things, in Order of the Ministry of Finance of
Ukraine No. 73 (2013), electronic money is not classified as
cash. However, given their ability to perform the functions of
a means of payment, a measure of value and circulation, it is
advisable to consider reflecting them in Section VI of Form 5

“Notes to the Annual Financial Statements” in a separate line,
for example, 700, without including them in the final line 690.
This will increase the information content of the reporting,
since when replenishing an e-wallet from the company’s cur-
rent account, the funds remain available for paying for goods
and services online, albeit with certain restrictions.
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During an audit, one of the most common methods of
obtaining assurance about the absence of errors in a busi-
ness entity’s financial statements is to check the identity of
information in comparable items. For cash, these are the
lines of the Balance Sheet, Cash Flow Statement and Notes
to the annual financial statements in terms of the balance at

the beginning (except for Form 5) and end of the period. If
the information is different, it means that at least arithmetic
errors were made when filling out the forms, which should
be corrected. To identify which forms have discrepancies, if
any, and the amount of the deviation, the form of the work-
ing document shown in Table 13 can be used.

Table 13. Form of the auditor’s working document to verify the identity

of financial statement items containing information on cash

According to accounting data According to auditor’s data Data discrepancies
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. s 2 s °
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Source: created by the author

The completed table serves as a reliable working docu-
ment that records the audit procedure performed, the data
obtained, and the discrepancies identified (or not identi-
fied). This is important for confirming the validity of the
audit opinion. In case of discrepancies, the table helps to
quickly identify between which reporting forms there is a
discrepancy (for example, between the Balance Sheet and
the Cash Flow Statement), which facilitates further investi-
gation of the reasons for their occurrence. The documented
results of the audit in the form of a table can also be used to
communicate more effectively with management about the
identified discrepancies and the need to correct them. Due
to the clear structure of the table, the auditor can use his/
her time more efficiently by focusing on the analysis of the
identified discrepancies rather than on chaotic search and
comparison of data in different documents. The use of Ta-
ble 13 is a practical and effective tool for the auditor, which
contributes to a better, faster and more informed cash audit.

The developed form of the working document that ver-
ifies the identity of information on cash in different forms
of financial statements is an important step in ensuring the
reliability of the auditor’s opinion. However, a comprehen-
sive methodology for auditing cash flows at an enterprise
requires a broader understanding of both the theoretical

foundations of the Statement of Cash Flows and the practi-
cal aspects of applying accounting policies.

Thus, I. Sadovska et al. (2022) offer a valuable addition
to the methodology of cash flow audit. Although the au-
thors focus on the formation of a management model of the
Statement of Cash Flows, their research has a direct impact
on the audit. Firstly, the researchers note “insufficient an-
alytical nature of the Statement of Cash Flows and lack of
reasonable practices regarding the appropriateness and re-
liability of its individual items”, which directly indicates ar-
eas of increased risk for the auditor. This confirms the need
not only for arithmetic verification, but also for an in-depth
analysis of the company’s accounting policy. Secondly, the
authors compare in detail the correspondences and dif-
ferences between international (International Accounting
Standard 7 “Statement of Cash Flows”, 2012) and nation-
al standards (Order of the Ministry of Finance of Ukraine
No. 73, 2013) on the definition of cash and cash equiva-
lents, as well as the classification of cash flows by type of
activity (operating, investing, financing). These differenc-
es are key for the auditor. For example, the classification
of bank overdrafts or dividends paid may differ. The audit
methodology should take into account the standards under
which the company operates and whether its accounting
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policies correctly reflect these features. In contrast to the
focus on verification of already submitted data, I. Sadovs-
ka et al. (2022) delve into the processes of generating this
data, offering a management model of the report that can
be used by the auditor for deeper analysis and identification
of hidden risks. This, in turn, will allow for the develop-
ment of more targeted audit procedures.

The study of A. Bubelo & O. Razborska (2024) is of key
importance for the cash audit methodology, as it empha-
sises the crucial role of an effective internal control system
in managing cash and increasing investor confidence. The
authors analyse the international experience of internal
control systems (COSO, ISO 31000), which is critical for
the auditor. The data identity check, which is provided by
the developed form of the working document (Table 13), is
only an external consistency check. However, its results may
indicate weaknesses in the internal control system that lead
to errors. For example, the identified discrepancies may be
the result of deficiencies in the processes of authorisation,
processing or recording of cash transactions. A. Bubelo &
O. Razborska (2024) delve into the essence of these pro-
cesses, offering a comparative analysis of the practices of
the United States, Germany and Poland. For the auditor,
this means that when developing a cash audit programme,
special attention should be paid not only to verifying bal-
ances, but also to assessing the components of the internal
control over cash flows, such as the control environment,
risk assessment (including fraud risks), control actions,
information and communication, and monitoring. Imple-
mentation of international experience in internal control,
according to the authors, will allow enterprises to ensure
reliable protection of financial resources. Accordingly, the
audit methodology should include procedures for testing
the effectiveness of these controls, which is the next logical
step after verifying the identity of the data.

A.P. Semenets (2017) complements the methodolo-
gy of cash audit by extending it to modern forms of cash
payments. The author substantiates the organisational and
methodological provisions of the external audit of electron-
ic money transactions, including the definition of the pur-
pose, objectives, subjects and objects of the audit, as well as
sources of information. According to A.P. Semenets (2017),
the main purpose of the audit of electronic money transac-
tions is to provide an unbiased opinion on the reliability of
financial statements. This is fully consistent with the over-
all objective of the cash audit. The importance of this work
for cash audit methodology lies in the need to adapt audit
procedures to new technologies. While traditional cash au-
diting focuses on cash on hand and cash in bank accounts,
electronic money (such as PayPal, e-wallets, etc.) requires
specialised approaches. Therefore, the cash audit methodol-
ogy should be expanded to include the audit of electronic
money transactions, which includes: determining the ob-
ject of audit; sources of information; risk assessment; re-
view of internal controls; and the use of specialised IT tools.

Z.B. Lytvyn et al. (2022) focus on internal cash flow
control, which is an integral part of any audit. The authors

detail the key aspects of internal control: from defining its
essence as a system for ensuring the efficiency and legality
of cash transactions, to focusing on risks (fraud, inefficien-
cy), the need for control at all stages of cash flow (planning,
use), the importance of documentation and information
support, and the role of staff responsibility. Incorporating
these aspects into the cash audit methodology allows the
auditor to perform a more in-depth and systematic assess-
ment, going beyond identity checks or arithmetic recon-
ciliations, and to identify potential errors and fraud more
effectively, providing the company with recommendations
for improving its cash management system.

CONCLUSIONS

The study was aimed at disclosing the peculiarities of or-
ganisation and methodology of cash audit in the unstable
economic environment caused by the war. The aim of the
article, which was to identify the key aspects of cash au-
dit as a tool for ensuring financial stability of business in
a crisis, was achieved. The article analyses in detail vari-
ous approaches to determining the purpose of cash audit,
identifies the main areas of audit and systemises the main
information sources used in the audit process. Interna-
tional methods and procedures for auditing cash, as well
as methods and procedures used in Ukraine, and different
views of scientists on the number and content of the stages
of the audit are considered. Based on the analysis, the au-
thor proposes an optimal structure of the cash audit pro-
cess, including organisational and preparatory, main and
final stages, and develops an appropriate audit plan and
programme. Particular attention was paid to the practical
aspects of the audit, including the development of forms of
auditor’s working documents to verify information on bank
accounts, the correctness of cash receipt and cash payment
orders, control over the cash limit and the identity of finan-
cial statement items containing information on cash.

Summarising the results, it should be noted that a
high-quality cash audit plays a critical role in ensuring
the financial stability of enterprises, especially in times of
war and economic instability. A well-designed audit pro-
gramme allows the auditor to approach the audit in an or-
ganised manner and obtain the necessary evidence to form
a reasonable audit opinion on the reliability of the financial
statements. The audit may reveal various irregularities, such
as misuse of funds, exceeding the cash limit, late return of
accountable funds, errors in calculations and document
preparation. The proposed forms of working documents
are a practical tool for identifying such violations and im-
proving the efficiency of audit procedures. Reconciliation
of mutual settlements with counterparties and analysis of
bank accounts are important elements of the audit, which
allow to confirm the reliability of information on cash.

The proposed approach to organising and conduct-
ing a cash audit, as well as the developed forms of work-
ing documents, can serve as a practical tool for auditors
and managers, contributing to increased transparen-
cy of financial statements, minimising risks and timely
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detection and correction of errors. The results of the study
are important for improving the quality of audit services

for their verification. In addition, it is important to study
issues related to the detection and prevention of cash

and strengthening financial discipline at enterprises in a
difficult economic situation.

Promising areas for further research in this area are
the development of adapted cash audit methods, taking
into account the specific risks arising in the context of the
ongoing war, including logistical constraints and infla-
tionary processes, as well as the study of the impact of dig-
ital technologies, in particular the use of electronic money
and online payment systems, on the cash audit process
and the development of appropriate tools and procedures

fraud in a war economy.
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MeToauka ayauTy rpoOBUX KOLWTIB Ha NiANPUEMCTBI

HaTania bBoHaapeHko

KaHOmaaT eKOHOMIYHKX HayK, AOLEHT
YHiBEpCUTET MUTHOI CMNpaBu Ta GiHaHCIB
49000, Byn. Bonoanmupa BepHaacbkoro, 2/4, M. [IHiNpo, YkpaiHa
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AHOTaLifl. AKTyanbHICTh TEMM 3yMOBJIEHA TIM, 1[JO B YMOBAaX €KOHOMIYHOI HECTAOITbHOCTI ay/{UT IPOLIOBNX KOIITIB
CTa€ K/II0YOBMM iHCTPYMEHTOM KOHTPOJIIO 3a e(eKTUBHICTIO YIIpaBIiHHA (PiHAHCOBUMU pecypcaMy MifIIpUEMCTBA,
BPAaxOBYIOUN IXHIO BICOKY JTKBIZHICTD Ta CKIafgHicTh 06/1iKy. MeTow po6oTu 6y1o y3arajpHeHHs TEOPETUIHUX
3acaj] ayJUTy IPOLIOBUX KOIITIB Ta pO3POOIEHHsI IPAKTUYIHIX PEKOMEH/AIIIN, aJalITOBAHNUX [0 pealiil yKpaiHChKIX
nignpuemMcTB. MeTononoria JOCHii>KeHHA ITPYHTYyBaacAa Ha MO€HAHHI TEOPETUYHOTO aHaJli3y Ta MPaKTUIHNUX
CIIOCTepeXKeHb i3 3acTOCyBaHHAM MeTOAIB iHAYKLIT, femyKIii, y3aralbHeHHS 11 aHaJIi3y JpKeperl, o 3abe3Inednsio
BIUABJIEHHS OCHOBHMX IIpo06JIeM y cepi ayfUTy IpOIIOBUX KOLITIB Ha IAIIPMEMCTBI Ta po3poOKy eeKTMBHUX MiTX0MiB
o ix BupimeHHA. Bcebiuno moCTifIKEHO METY ayUTy IPOIIOBUX KOIITiB, OKpPECTeHO OCHOBHI 3aBJJaHHA ayIUTOpa Ta
CHUCTeMaTU30BaHO iHpOpMaLiliHi pecypcy, IO CIpUATUME SAKICHIN IepeBiplii Ta HajacTh ayfUTOPY 3HAHHA, HeOOXifHi
IJIs pe3yNbTAaTUBHOIO IIAHYBAaHHS, IPOBEJEHHA ayAuTy, MiHiMi3alil IOMMIOK i iATOTOBKY JOCTOBIPHUX ayAUTOPChKUX
3BiTiB. OCOO/MIUBY yBary NpMUAiIeHO ayfUTOPChKUM IPOLlefypaM, AKi 3aCTOCOBYIOTbCSA Ha Pi3HMX eTaIlax IepeBipKi, Mo
IO3BOIUTD ayAUTOPY I/IMO0KO po3yMiTy ixHIo crrenngiky Ta epeKTUBHO BUKOPUCTOBYBATY /I OTPUMAHHA 00’ €KTUBHUX
i JOCTOBIpHUX ayUTOPCHKUX JOKa3iB. Y po6oTi Oy/10 mpepcTaBIeHo miaxonu go kacudikamil ayiuTOpCbKUX METOIIB
KOHTPOJIIO, 1IJO 3aCTOCOBYIOTbCA B YKpaiHi, Ipy LIbOMY 0COONIMBY yBary NpuaiieHo JOKyMeHTa/IbHil IepeBipii Ta
PO3paxyHKOBO-aHATITUYHUM IIPUITOMaM AK KJIIOYOBYM eleMeHTaM 3a0e3eyeHHA AKICHOTO ayIUTy I'POLIOBYUX KOIITIB
Ha yKpalHCBKMX HiiIpMEMCTBaX. 3allpOIIOHOBAHO YLOCKOHA/ICHY METOAVIKY, sIKa BK/IIOYA€ B cebe He JIMILe 3araIbHUI
IUTaH Ta IIPOTpaMy ayAuUTY, a ¥ JeTaJIbHUIL TeCT CUCTeMM 00Ky Ta KOHTpoIio. Ile ;03BOMNTD ayfuTOpPY He IPOCTO
IepeBipUTU NpaBUIbHICTD BifoOpaskeHH IPOIIOBUX KOIITIB, a /I OLIHUTU e(eKTUBHICTb CUCTeMU BHY TPILlITHbOTO
KOHTPOJIIO. JI/I 3pyYHOCTI Ta IMifIBUIEHHA SKOCTi ayANTy po3pobIIeHo cliellia/IbHi po604i JOKYMEHTH, AKi JO3BONAIOTH
cHcTeMaTu3yBaTu iHpopMalilo Ta 3abe3nednTi i JOCTOBipHICTD. PesynbTaTn JOCIiKeHHA MOXXYTh Oy TY BUKOPUCTaHI
He JIAIIE B IIPAKTUYHIN AifA/IBHOCTI ayIUTOPIB, a /I B HABYa/IbHOMY IIPOLECi 3aK/Ia/iiB BUILOI OCBITH

KntouoBi cnoBa: ayauropcbka mepeBipka; KacoBi omeparyil; mporefypy; eTany ayAnTy; 3arabHuUIl IUIaH; IPOTrpaMa;
po6ouMit JOKYMEHT
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Abstract. Deepening institutional instability, increasing regulatory uncertainty, and growing infrastructure
imbalances in the context of a full-scale war in Ukraine have created a threat to the sustainability of the investment
environment, which has led to the need to rethink the factors of its formation and adapt to the conditions of post-
crisis transformation. The purpose of the study was to identify the factors of the dynamics of the investment climate
in Ukraine in 2020-2024, while simultaneously forming strategic guidelines for its improvement in the context of the
post-war recovery. The methodological basis of the study was founded on an analytical and descriptive approach using
elements of comparative, structural, functional, and institutional analysis. As a result of the study, five interrelated
approaches to the interpretation of the investment climate - institutional, legal, economic, infrastructural and social -
were identified, which allowed forming a five-level analytical model of the investment environment, presented in
the format of a structural typology. Based on the analysis of the Rule of Law (-0.80 in 2022), Control of Corruption
(-0.88 in 2022) and Corruption Perceptions Index (growth from 30 to 35 points in 2020-2024), it is determined that
institutional quality is a key predictor of fluctuations in the volume of foreign direct investment (from 7.9 billion USD
in 2021 to 0.2 billion USD in 2022). Critical barriers to creating a favourable investment climate are identified -
regulatory instability, fiscal fragmentation, infrastructure degradation, and institutional vulnerability. Strategic
directions for modernising the investment environment, including strengthening legal certainty, deregulation,
restoring infrastructure and institutional support for investors, are substantiated. The proposed approaches were based
on the successful practices of Poland, Estonia, Latvia, Georgia, and Romania, where structural reforms have ensured
the growth of long-term investment in strategic sectors. The results obtained show the defining role of institutional
quality as a critical factor of investment attractiveness in a transformational economy. The practical value of the study
is to form an analytical basis for improving state investment policy aimed at increasing institutional capacity, reducing
regulatory risks and stimulating long-term investment

Keywords: institutional capacity; regulatory environment; regulatory risks; macroeconomic stability; infrastructure
support; transformational economy

INTRODUCTION

After 2020, the relevance of research on the investment
climate in countries with transformational economies has
increased against the background of a complicated security
situation, increased regulatory risks, and macroeconomic
instability. The deterioration of institutional capacity, in-
creased legal uncertainty, and infrastructure fragmenta-
tion led to the need to review methodological approach-
es to assessing investment attractiveness. Thereby, the

intensification of the integration course into the European
Union (EU) has led to the need to ensure transparency of
public administration, regulatory coherence, and predicta-
bility of the regulatory environment, which has exacerbat-
ed the need for institutional modernisation.

One of the areas of investment environment research
in Ukraine was the transformation processes caused by the
war. The study conducted by D. Lisna et al. (2024) analysed
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the impact of military operations on the structure of in-
vestment in key sectors of the economy, and regulatory
adaptation to martial law, in particular, simplification of
licensing procedures. It is noted that the military actions
led to a redistribution of investment in favour of sectors
critical to national security — in particular, logistics, de-
fence industry, and agricultural production - which result-
ed in the outflow of capital from less stable industries. In
the context of the historical dynamics of investment poli-
cy, L. Kozhura et al. (2024) concentrated on assessing the
impact of reforms until 2020 - in particular, privatisation,
deregulation, and the introduction of tax incentives. The
authors demonstrated that these measures had a positive
effect on stimulating short-term investment, especially in
the light industry, trade, and small business sectors, by re-
ducing entry barriers and improving access to resources. A
separate group consists of studies that focus on the quan-
titative or industry-specific measurement of investment
activity. A publication of O. Baula et al. (2024) proposes
an econometric model of the dependence of economic
growth on the level of investment, where the input vari-
ables are indicators of gross domestic product (GDP) and
consumer price index. According to the simulation results,
an increase in investment activity is accompanied by GDP
growth in a stable price environment, which indicates a
multiplicative effect of investment.

I. Tomashuk et al. (2024) and V. Rudevska et al. (2024)
paid close attention to assessing the investment potential
of the agro-industrial complex as a strategic direction in
conditions of economic instability. In the first study, the ag-
ricultural sector is identified as resistant to external shocks
due to the high concentration of the resource base, stable
demand for products, and export potential. The second
section empbhasises the interest of foreign capital in the ag-
ricultural sector as one of the most dynamic areas of in-
vestment. Another analytical field covers state and regional
policy instruments. In the study by R. Boiko et al. (2024),
the effectiveness of special economic zones (SEZ) and lo-
cal investor incentive programmes was investigated, with
a focus on adapting instruments to the needs of individual
territories. The authors state that individualised approaches
based on territorial specialisation can generate additional
investment interest at the expense of local preferences. In
particular, the importance of partnership between local
authorities and investors in creating a stable institutional
environment was underlined.

O. Herus (2024) analysed government mechanisms
for raising capital through coinvestment tools, risk insur-
ance, and the development of cluster initiatives. The author
pays special attention to the role of the state in creating
favourable conditions for private capital through the cre-
ation of joint projects with a clearly defined distribution of
responsibilities and benefits. The study also examines the
importance of the cluster approach as a means of concen-
trating investment flows in strategically important sectors.
Generalised estimates of investment attractiveness are
presented by S. Dombrovska (2025), who used aggregated

indices such as the Global Competitiveness Index and
Doing Business to assess the business climate of Ukraine.
The author recorded a negative trend in such components
as the effectiveness of institutions, protection of property
rights, ease of starting a business, and executing contracts,
which indicated an increase in regulatory uncertainty and a
weakening of guarantees of legal certainty for investors. In
the socio-demographic aspect, the investment potential of
the country is considered in the publication of M. Ruzhen-
skyi et al. (2024), tracing the relationship between labour
mobility, education level, and territorial placement of cap-
ital. The authors prove that regions with a higher level of
educational potential and labour mobility are more attrac-
tive to investors due to the availability of qualified labour
resources and higher adaptability to technological changes.
This, in turn, encourages the concentration of capital in so-
cially developed territories.

A separate area includes research focused on the in-
novation vector of development. V. Bokovets et al. (2024)
analysed the investment potential of the IT sector, high-
tech manufacturing, and science, offering indicators of the
effectiveness of relevant government policies. Compre-
hensive financial and institutional support from the EU
is described by Yu. Ivanov et al. (2024), spotlighting the
EU4Business and Deep and Comprehensive Free Trade
Areas (DCFTA) programmes. However, the processes of
internal regulatory adaptation to acquis communautaire
did not become the subject of detailed analysis. The expe-
rience of EU countries in terms of institutional impact on
investment decisions is highlighted in a paper of J. Bijans-
ka & K. Wodarski (2024), indicating that the stability of
regulation in the field of renewable energy in Poland has
had a positive impact on the volume of capital investment.
The evaluation of the analysed sources showed that most
of the studies focused on industry-specific aspects of in-
vestment activity or applied tools for stimulating capital
investment, without a holistic analysis of the institutional
structure of the investment climate. The analysed papers
mainly concentrated on quantitative assessments of invest-
ment dynamics, sectoral priorities, individual incentive
mechanisms, or regional investment features, often in iso-
lation from the systematic review of institutional factors.
The impact of the rule of law, stability of contractual ob-
ligations, transparency of management decision-making,
and mechanisms for building investor confidence in the
medium- and long-term horizon remained insufficiently
covered. There was no systematic approach to assessing the
effectiveness of regulatory policy adaptation to the require-
ments of EU integration, which created a research gap in
justifying the role of the institutional environment as a de-
terminant of investment policy. Bridging this gap was the
task of the proposed study.

The study aimed to establish the institutional, legal,
and structural factors that influenced the formation of the
investment climate in Ukraine in 2020-2024 and determine
strategic guidelines for its improvement in the context of
post-war transformation. The following research tasks were
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solved to achieve this goal: systematisation of theoretical
approaches to the interpretation of the investment climate
as a complex economic and institutional category was con-
ducted; the main barriers that prevented attracting capital
in the context of destabilisation of the security, regulatory,
and infrastructure environment were identified; the nature
of the influence of the state’s institutional capacity on the
dynamics of foreign direct investment was analysed.

MATERIALS AND METHODS

The conducted study is analytical and descriptive by type,
using elements of comparative, structural, functional, and
institutional analysis. The methodological basis of the study
provided for a systematic combination of qualitative and
quantitative approaches. The time horizon covered 2020-
2024, a period characterised by radical transformations in
the institutional, economic, and security environment of
Ukraine. This time period allowed tracking the dynamics
of changes in the investment climate in the context of grad-
ual destabilisation, the beginning of recovery, and political
adaptation to new geo-economic realities. The subject area
covered institutional and legal barriers that limited the at-
traction of long-term investment capital. Special attention
was paid to the assessment of the instability of the regulatory
field, the ineffectiveness of anti-corruption practices, and the
lack of contractual protection mechanisms. The theoretical
basis was based on the concepts of the rule of law, regulato-
ry quality, control of corruption, foreign direct investment,
and institutional efficiency, which provided an interdiscipli-
nary foundation for analysing the investment climate and
identifying the directions of its structural transformation.

The empirical base of the study is built on official statis-
tical and analytical materials published by the World Bank
Group (2024), OECD (2019), and the United Nations Con-
ference on Trade and Development (UNCTAD) (2015).
The data of the international organisation Transparency
International (n.d.) regarding the dynamics of the Corrup-
tion Perception Index were considered as one of the key
indicators of institutional sustainability. In addition, mate-
rials from the European Commission (n.d.a) and Europe-
an Investment Bank (n.d.), containing information on in-
struments of external investment support and financing of
recovery and sustainability programmes, were used. Data
from the National Bank of Ukraine (n.d.), the Ministry of
Infrastructure of Ukraine (2020), and the State Tax Service
of Ukraine (2025), which reflect macro-financial dynamics,
infrastructure status, and tax regulation of investment ac-
tivities, were involved in the analysis. In addition, analytical
resources of the Ministry of Economy of Ukraine (n.d.) and
the government office for coordination of European and
Euro-Atlantic integration on strategic planning, regulatory
adaptation, and European integration priorities were used.

The study also accounts for the experience of countries
with transformational economies — Poland, Georgia, Roma-
nia, Latvia, Estonia - to identify typical scenarios of insti-
tutional adaptation and study mechanisms for stimulating
foreign direct investment in the context of reforms. The

information base was formed according to the data of the
Polish investment and trade agency (n.d.), The Bridge Be-
tween Europe & Asia (n.d.), A gateway of business... (n.d.).
Analytical materials by the Investment and development
agency of Latvia (n.d.), Building a successful Estonia! (n.d.)
were also utilised. The choice of these countries was jus-
tified by the similarity of structural challenges, historical
belonging to transition economies, and the presence of
comprehensive reforms that enabled them to reach a new
level of institutional capacity. The comparative approach al-
lowed assessing the potential applicability of the developed
tools in the context of Ukraine. The method of comparative
analysis was used to compare the quantitative and quali-
tative indicators of Ukraine with similar indicators in the
analysed countries that have quite successfully implement-
ed institutional changes. This method allowed identifying
both gaps in the functioning of the regulatory environment
and potential growth points that have already demonstrat-
ed effectiveness in the countries of Central and Eastern Eu-
rope. The comparison covered institutional characteristics
(rule of law, control of corruption, government efficiency
indices), investment flow indicators, and the effectiveness
of implementing institutional reforms.

The institutional analysis provided an examination of
the deep structural conditions that determine investment
activity, particularly, mechanisms for protecting property
rights, the quality of the judicial system, transparency of
public administration, and the stability of the regulatory
framework. The application of this method provided for
identifying system restrictions that remained relevant
throughout the study period and tracing their direct con-
nection with investor behaviour. The institutional ap-
proach is also used to review models of administrative sta-
bility and regulatory adaptability in the regional context.
The interpretation of the results obtained was based on
the logic of inter-level interaction of factors: from gener-
al macroeconomic determinants to institutional and legal
mechanisms at the sectoral and territorial levels. A com-
bination of a normative approach with an analytical inter-
pretation of empirical data was used to summarise the in-
formation. Determining the cause-and-effect relationships
between the quality of the institutional environment and
the dynamics of direct investment allowed formulating
reasonable conclusions and recommendations on priority
areas of state investment policy.

RESULTS AND DISCUSSION

Theoretical and structural foundations of the formation
of the investment climate as an economic category

The concept of investment climate in economics is defined
as a set of political, legal, economic, social, and institu-
tional factors that shape a country’s ability to attract and
effectively use investment resources. This concept is not
limited to purely economic indicators, but covers the entire
range of determinants that influence investors’ decisions
on the placement of capital. In scientific discourse, several
approaches to the interpretation of this category were
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formed, but a common feature of most of them remained
the recognition of the expediency of systematic and inter-
disciplinary analysis of its components. The structural or-
ganisation of the investment environment was covered in
a study by Z. Abdullaev (2025), where three key areas of
influence on the quality of investment climate were iden-
tified - institutional, regulatory, and infrastructure. This
approach provides for a focus on legal certainty, procedural
stability, and functional interaction between government
agencies and investors at different stages of the investment
process. Taking these aspects into account highlighted the
need for an integral vision of the factors that shape the in-

vestment environment and justified the approach to mul-
ti-level analysis of the impact on investment decisions.

It was advisable to present them in the format of a
structural model to systematise the factors that deter-
mine the investment climate. This approach has pin-
pointed the leading vectors of impact on the investment
environment and created the basis for a comprehensive
understanding of the interdependencies between insti-
tutional, economic, legal, and social conditions. Table 1
presents an adapted multi-level model of the investment
climate, formed on the basis of modern approaches used
by leading international organisations.

Table 1. Structure of the investment climate

Level Components Content
I Rule of law, government effectiveness, Quality Pf the lega}l system, lew.:l of mfie.p end.ence Of.J udl.c.l al
Institutional . proceedings, efficiency of public administration, availability
control of corruption . o
of anti-corruption infrastructure
Legal Regulatory quality, Stability of the regulatory framework, transparency
& contract enforcement of regulatory procedures, efficiency of contract execution
. Macroeconomic stability, Inflation rate, debt burden, tax policy, availability of bank
Economic : i
taxation, access to finance and stock financing
Infrastructure Logistics perfo'rmance, Quality of transport and digital infrastructure, access
digital readiness to energy resources
Social Human capital, public trust, Level of education and training, social cohesion,
social cohesion trust in institutions

Source: compiled by the author based on United Nations Conference on Trade and Development (2015), OECD (2019), World Bank

Group (2024), Transparency International (n.d.)

The structure of the investment climate presented
in Table 1 indicates the need for an interdisciplinary ap-
proach to its assessment. The institutional and legal levels
form the basis of the regulatory environment, ensuring
predictability of regulatory mechanisms, compliance with
contractual obligations and guarantees for the protection
of investors™ rights. These components are fundamental
to building trust on the part of both national and trans-
national investment entities. The economic and infra-
structure levels determine the ability of the economy to
integrate and effectively implement investment projects.
Indicators of this capability are fiscal policy, credit access,
macroeconomic stability, and logistics infrastructure. The
growing role of digital technologies leads to an increase
in the importance of digital infrastructure in assessing in-
vestment attractiveness, especially in the context of the
transition to a post-industrial development model.

Social factors determine the long-term stability of the
investment climate, acting as the basis for the projected
functioning of economic systems. The availability of qual-
ified human capital, the level of public confidence in gov-
ernment institutions and the overall level of social cohesion
affect the perception of the country as a promising invest-
ment destination. In combination with other structural
levels, these factors provide an opportunity for a compre-
hensive strategic analysis. Generalisation of the determi-
nants of the investment climate was conducted according
to the classification into direct and indirect, internal and
external. The study conducted by D. Hernandez (2024)

proved that effective typologisation of these factors is a
prerequisite for modelling investment behaviour in the
context of growing global instability. Direct factors in-
clude tax regulation, government incentives, monetary
policy, and access to infrastructure. The level of educa-
tion, the state of the environment, the quality of local
governance, and other social determinants are mediated.
External factors cover global economic processes, the po-
litical situation, trade restrictions, sovereign risk ratings,
and country confidence indicators.

Approaches to assessing the investment attractiveness
of territories involve a combination of qualitative and quan-
titative methods. One of the most common tools is compos-
ite indicators, which aggregate data from various areas, in
particular, ease of doing business, investment risk ratings,
and the global competitiveness index. These indices form
a generalised indicator for international investors to com-
pare countries and assess the level of risks. A. Qazi (2024)
determined that institutional quality and infrastructure,
as separate components of global competitiveness, have a
statistically significant impact on sustainable development
prospects, which increases their importance in assessing
the investment climate. A special place in the assessment
of investment attractiveness is occupied by the institution-
al assessment, which includes indicators of management
quality, effectiveness of anti-corruption policy, regulato-
ry stability, and the political system. A paper of U. Calis-
kan (2019) has presented that institutional capacity direct-
ly correlates with foreign direct investment, particularly
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in countries with transformational economies, where insti-
tutional risks are crucial for investment behaviour.

For a systematic understanding of the influence of
structural factors on the investment climate, it was advis-
able to generalise the key determinants in the format of

analytical typology. This approach allowed simplifying the
study research and identifying critical areas that require
correction of the regulatory environment. Table 2 presents
a systematisation of the corresponding factors by source of
origin and influence vector.

Table 2. Classification of investment climate formation factors

Type of factors Direction of impact

Examples

Internal straight lines Regulatory, economic

Tax policy, inflation rate, legal investment regime, availability of tax benefits

Internal mediated Institutional, social

Quality of education, institutional stability, level of corruption, health care

External straight lines Geopolitical, financial

Participation in international trade agreements,
currency fluctuations, external financing conditions

External mediated Global trends, image aspects

The country’s reputation among investors, the presence

of international sanctions, indicators in global ratings

Source: compiled by the author based on United Nations Conference on Trade and Development (2015), OECD (2019), World Bank

Group (2024), Transparency International (n.d.)

Table 2 presents four main types of factors that system-
atically influenced the investment climate. Internal direct
factors include tax regulation, exchange rate stability, and
regulatory policy, which have a direct impact on investment
activity. These factors are in the sphere of state regulation and
may change under the influence of reforms. Internal indi-
rect factors are prolonged and reflect the general institution-
al context, the level of education of the population, and the
quality of functioning of state institutions. External determi-
nants act as constraints or catalysts for investment behaviour
that do not depend on the direct impact of internal reforms.
Direct external factors are formed under the influence of
global economic trends, regional conflicts, and changes in
the geo-economic balance. Indirect external factors include
the country’s image, its position in international rankings,
the degree of integration into global institutions, and the
level of trust on the part of transnational actors. The above
typology helped distinguish the areas in which public pol-
icy can provide effective regulation from those determined
by external conditions, and requiring adaptation strategies.

Systematisation of the conceptual content of the in-
vestment climate has created a theoretical basis for ana-
lysing its practical implementation in Ukraine. The invest-
ment climate was considered a multi-factor phenomenon,
which is based not only on macroeconomic stability but
also on the efficiency of the functioning of institutions,
the level of legal certainty, and the ability of the state to
guarantee compliance with the established rules. In the
process of forming investment policy, there was a need to
account for general economic parameters along with the
specifics of institutional capacity, flexibility of the legal
field to transformational challenges, and the availability of

effective mechanisms for implementing regulatory require-
ments. As demonstrated in a study by A. Nilufar (2024),
it is the combination of regulatory instruments with state
control mechanisms that ensures both the initial attraction
of investment and creates conditions for long-term capital
retention by stabilising the institutional environment. This
approach created the basis for further analysis of the real
barriers that affected the dynamics of investment in 2020-
2024, and provided for outlining the institutional prereq-
uisites for effective economic transformation.

Challenges and limitations of the development

of the investment climate in Ukraine in 2020-2024

The period 2020-2024 was characterised by deep economic
transformations caused by a combination of internal dys-
functions and external shocks, primarily of a military na-
ture. Increased institutional instability, fiscal imbalance, in-
frastructure degradation, and increased security risks have
immensely complicated the functioning of the investment
environment. These factors led to a change in the invest-
ment behaviour of economic entities in the direction of
avoiding risks, reducing the volume of capital investments
and reorienting investment flows to more stable jurisdic-
tions. An analytical model was developed to systematise
the main restrictions that affected investment activity in
Ukraine, presented in Table 3. With the purpose of typolo-
gising key investment barriers, data on their nature, scope,
mechanisms of action, and consequences were summa-
rised. This approach identified the most critical areas that
required regulatory intervention and outlined the potential
for risk mitigation in the medium term based on institu-
tional, legal, and infrastructural adaptation.

Table 3. Main barriers to investment in Ukraine in 2020-2024

Barrier Barrier type Quantitative anq Cf)ntextual Mechanism of influence Implications for investors
characteristics
Direct infrastructure losses in | Destruction of logistics and Withdrawal from the market
Military Exogenous, 2022 amounted to more than | energy facilities, displacement of affected areas, growth
operations physical USD 135 billion. Significant of personnel, disruption of insurance costs, curtailment
reduction in physical security of market access of physical investments

University Economic Bulletin | Vol. 20, No. 1
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Table 3. Continued

Barrier Barrier type Quantitative anq c9ntextual Mechanism of influence Implications for investors
characteristics
Low indicators of management | High level of legal uncertainty, | Reduction in legal protection
Institutional | Endogenous, quality: rule of law -0.79; inefficient application guarantees, minimisation of
instability regulatory control of corruption -0.87; of norms, limited judicial long-term investments, and
effectiveness -0.65 protection increase in transaction costs
More than 25 thousand km | Loss of transport accessibility, Restrictions on project
Infrastructure | Endogenous, of roads damaged or disruption of energy supply, implementation, increased
constraints technical destroyed; instability in access digital degradation operating costs, regional
to energy and digital services in the regions concentration of investments
Endogenous More than 60 amendments Frequent changes in rates, Reduction of the investment
Fiscal pressure fin agncial > | to the tax code for 2020-2024; | unpredictability of tax regimes, | horizon, fiscal risks, rejection of
instability of the fiscal burden instability of tax planning long-term programmes

Source: compiled by the author based on Ministry of Infrastructure of Ukraine (2020), World Bank Group (2024), National Bank of

Ukraine (n.d.)

The first level of analysis showed the dominance of ex-
ogenous risks, primarily associated with the consequenc-
es of war, which have a direct destructive impact on the
infrastructure potential of the state. Military actions have
become a key factor of destabilisation, which has led not
only to a decrease in the level of physical security but also
to a violation of economic activity in a large part of the ter-
ritory. Losses of infrastructure, production capacity, and
human capital have limited the possibility of implement-
ing large-scale and local investment projects. The second
level of restrictions was formed due to low institution-
al capacity, which was manifested through critical values
of indicators of the rule of law, effective governance, and
corruption control. According to Worldwide Governance
Indicators (World Bank Group, 2024), during 2020-2024,
Ukraine consistently showed negative dynamics in terms of
the rule of law, control of corruption, and government ef-
ficiency, which pointed to a lack of legal predictability and
administrative stability. This situation increased the level of
regulatory uncertainty and limited investment planning.

Corruption Perceptions Index (CPI), points

Index Control of Corruption

Index Rule of Law

Volume of foreign direct investment, billion
USD

Fiscal and technical barriers complemented the
overall risk profile. Frequent changes in tax legislation
made long-term financial planning impossible, while
damage to transport infrastructure led to increased
logistics costs and reduced market availability. The com-
bination of these restrictions resulted in a decrease in
the investment attractiveness of Ukraine in the period
2020-2024, which actualised the need to review ap-
proaches to regulatory policy and infrastructure mod-
ernisation. Quantitative indicators reflecting changes
in the macroeconomic environment, legal regulation,
institutional quality, and investor expectations were an-
alysed to identify the dynamics of investment attractive-
ness of Ukraine in 2020-2024. Figure 1 shows the change
in foreign direct investment volumes and the dynamics
of the Worldwide Governance Indicators (World Bank
Group, 2024) and Corruption Perceptions Index (Trans-
parency International, n.d.), which enabled tracing the
impact of security and regulatory factors on the forma-
tion of the investment climate.

Figure 1. Dynamics of key indicators of investment attractiveness of Ukraine in 2020-2024

Source: compiled by the author based on World Bank Group (2024), Transparency International (n.d.), European Investment Bank (n.d.)

The dynamics of foreign direct investment in Ukraine
in 2020-2024 were characterised by a high level of volatil-
ity, which indicates the instability of the institutional and

security environment. In 2021, capital investment increased
to USD 7.9 billion, which was in line with the trend towards
a macroeconomic recovery after the pandemic. However,
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in 2022, a sharp reduction to USD 0.2 billion was recorded,
due to the outbreak of a full-scale war and the accompa-
nying increase in risks for investors. In 2023, there was a
partial recovery to USD 4.8 billion, but in 2024, the volume
of foreign direct investment fell again to USD 3.1 billion,
which confirmed the instability of the investment climate
in the context of a prolonged military crisis.

Institutional indicators remained at a systemically
low level throughout the study period. In particular, the
rule of law and control of corruption indicators did not
show substantial improvement, which indicates chron-
ic instability in the field of legal regulation and uncer-
tainty in procedures for protecting investors’ rights. The
slight increase in these indices in 2024 could not change
the general trend, which was characterised by weak legal
predictability, limited effectiveness of institutional invest-
ment protection mechanisms, and low effectiveness of
anti-corruption policies. In this context, the Corruption
Perception Index (CPI) is also indicative, which showed a
slow positive trend - from 30 points in 2020 to 35 points
in 2024. Despite formal growth, this level remained below
the global average, indicating deep structural problems in
the governance system that continued to constrain foreign
capital inflows due to a lack of confidence in the Ukrain-
ian jurisdiction. In parallel with institutional risks, infra-
structure constraints remain remarkable. If in 2020-2021
there was an active expansion of infrastructure potential,
in particular, through large-scale road construction within
the framework of state programmes, then from 2022 the
situation changes dramatically due to a full-scale war. The
destruction of transport, energy, and digital infrastructure
in the regions affected by the fighting leads to an increase
in operating costs for businesses, disruption of supply
chains, complication of logistics operations, and a gener-
al decline in the implementation of investment projects,
especially in the manufacturing and service sectors. Such
a set of challenges - institutional and material — forms an
objective basis for a deeper analysis of the determinants of
investment activity in a transformational economy, which

makes it necessary to move to an empirical examination of
the relationship between the qualitative characteristics of
public administration and the dynamics of attracting for-
eign direct investment.

The role of the institutional environment

in creating a favourable investment climate

Institutional quality determines the ability of the state to
form a stable, predictable, and legal environment for the
implementation of economic interaction, which has a di-
rect impact on the behaviour of investors in transforma-
tional economies. It is institutional factors that are the pri-
mary basis for ensuring a balance between the regulatory
capacity of the state and protecting the interests of business
entities. In cases where legal obligations are not fulfilled,
there are no effective tools to protect investors’ rights, and
the transparency of management procedures remains lim-
ited, the level of trust in the regulatory environment de-
creases, which also increases investment risks.

The decline in the predictability of public policy in
the context of political and economic turbulence leads to
the dominance of short-term investment strategies aimed
at minimising potential losses. On the other hand, the
functioning of institutional safeguards, such as the stabil-
ity of the regulatory environment, proper enforcement,
accessibility of administrative procedures, and the availa-
bility of dispute resolution mechanisms, contributes to the
formation of positive expectations regarding the security
and profitability of long-term investments. Thus, the in-
stitutional architectonics of the investment climate deter-
mines not only the intensity of capital raising but also its
sectoral and regional structure. A functional model of the
institutional component of the investment climate was gen-
eralised to structure the conditions that affect the positive
perception of the regulatory environment on the part of
investors. Table 4 shows the main components of the in-
stitutional environment, their applied importance for the
implementation of state investment policy, and expected
economic effects if they function properly.

Table 4. Institutional conditions for creating a favourable investment climate

of the regulatory environment

Institutional Functional value Potential effect for investors Examples of implementation tools
component
Ensuring predictability Reduction of asset loss risks, Independence of the judicial system,
Rule of law s . . . .
of law enforcement stability of solutions effective administrative appeal
Regulatory quality Transparency and stability Simplified market access, Deregulation, electronic registers,

reduced transaction costs

standardisation of procedures

Protection of
property rights

Guarantees of inviolability of
property and intellectual assets

Growing confidence
in long-term investments

Legal guarantees, protection
in international arbitration

Enforcement of
contracts

Mechanisms for implementing
obligations under contracts

Reduction of the investment risk

Commercial legal proceedings,

horizon notarial jurisdiction

Transparency of Openness of state

A decrease in the unexpected

Public registers, open data,

governance information and decisions regulatory interventions participation in decision-making
Control of Minimising informal influences Improving the country’s Anti-corruption agencies,
corruption on government decisions reputation assessment e-procurement

Source: compiled by the author based on United Nations Conference on Trade and Development (2015), OECD (2019), World Bank

Group (2024)
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These institutional components form the basis of in-
vestor confidence in the state’s regulatory environment. The
established relationship between rule of law and protection
of property rights provides legal certainty, which reduces
the risk of loss of control over assets. In combination with
effective mechanisms for fulfilling contractual obligations,
the institutional capacity of the state to guarantee the sta-
bility of the rules is created, which is considered as a deter-
mining factor in the decision-making process on capital-in-
tensive investments. Components related to regulatory
quality and governance transparency determine the qual-
ity of the administrative environment. Their effectiveness
helps to reduce barriers to entry to the market, optimise
decision-making procedures, and lower the time spent on
operating activities. In countries with a high level of reg-
ulatory quality, investments with a long-term implemen-
tation horizon prevail, in particular, in the manufacturing

sector and infrastructure projects. The control of corrup-
tion component is instrumental in shaping the reputational
attractiveness of the investment environment. Minimising
the level of informal influence on decision-making helps
to increase the predictability of regulatory policy, which
was especially important in the context of political turbu-
lence. In this context, anti-corruption policy is deemed an
integral element of the institutional environment that en-
sures the long-term sustainability of investment activity. In
countries with transformational economies, institutional
reforms have created the basis for creating a positive in-
vestment image. The results of the implemented changes in
individual countries show a decrease in the level of institu-
tional uncertainty and positive dynamics of foreign direct
investment inflows. Examples of such decisions that have
had a notable impact on the investment environment are
summarised by key institutional areas in Table 5.

Table 5. Examples of institutional solutions in countries with transformational economies
in the context of investment climate formation (2020-2024)

Country | Institutional reform | Key implementation tool Results for the investment environment
Improvin Updating the selection In 2020-2023, the average term for reviewing business cases
Poland the iu dri)cial s % tem and evaluation procedures for decreased from 230 to 175 days; the share of Foreign Direct
) Y judges Investment (FDI) in industry increased by 9%
. From 2020 to 2024, the number of new companies in the IT
T Introduction X - L .
Georei Digitalisation - . (Information Technology), logistics, and tourism industries
eorgia . of the integrated business . . o/, .
of regulation h founded by foreigners increased by 190%; the volume of FDI in
ouse platform 3 -
these sectors increased by 2.8 times
Obtimisati . The average duration of contract cases decreased from 310
Latvi ptimisation Electronic case . ) .
atvia | et proceedings trackine svstem to 205 days; the share of long-term investment
P 8 85y contracts increased by 12%
Deepenine digital | £XPansion of the e-Residency In 2020-2024, the share of registrations of companies by non-
Estonia %Verni ncg platform, implementation residents exceeded 75%; the volume of investment in the digital
8 of e-Business sector increased by 28%; the FinTech sector reached 3.5% of GDP
Y
. Strepgthenlng the National Anticorruption The Corruption Perception Index (CPI) increased from 44 (2020)
Romania anti-corruption Directorate to 48 (2023); the volume of FDI
infrastructure in infrastructure projects increased by 54%
. Law ?f Ukraine In 2021-2024, more than 30 applications were submitted to
Improving the No. 1116-IX “On State Support . o . .
. : . support investment projects; the share of investment in the field
Ukraine protection for Investment Projects . : . .
. > 1o .| of information technology increased by 17%, but the WGI index
of investors’ rights | with Significant Investments in . .
o (World Giving Index) remained below -0.75
Ukraine” (2024)

Source: compiled by the author based on World Bank Group (2024), Commission Staff Working Document “Ukraine 2024 Report.
Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and the
Committee of Regions. 2024 Communication on EU enlargement policy” (2024), European Investment Bank (n.d.), Polish investment
and trade agency (n.d.), The Bridge Between Europe & Asia (n.d.), A gateway of business... (n.d.), Investment and development agency
of Latvia (n.d.), Building a successful Estonia! (n.d.)

A comparative analysis of countries that have success-

fully implemented institutional changes has shown a high
sensitivity of the investment environment to even targeted
but consistent reforms. Solutions aimed at simultaneous-
ly reducing administrative barriers and strengthening le-
gal certainty, as was observed in the cases of Georgia and
Estonia, yielded the highest effectiveness. These countries
were characterised by rapid implementation of regulatory
changes aimed at simplifying procedures and building trust
in the institutional environment. Successful practices had a
common structural feature — a systematic approach to in-
stitutional modernisation. The reforms were accompanied

by digitalisation of services, deregulation of administrative
procedures, and an increase in the level of transparency in
the functioning of government bodies. Such transforma-
tions provided not only improved market access but also
created an image of the state as a reliable partner for long-
term economic cooperation, which is a crucial factor for
attracting strategic investors.

In the context of Ukraine, the implementation of such
institutional decisions has met with a number of limita-
tions related to political cyclicity, fragmentation of pub-
lic administration and a low level of law enforcement.
The existing barriers were caused by the imperfection of
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formal indicators and the limited access of investors to
institutional resources, such as effective legal protection
mechanisms, administrative support, and operational
interaction with public authorities. Combined with the
fragmentation of reforms, even a partial improvement in
international rankings has not eliminated critical risks for
long-term investment decisions.

Prospects for improving the investment climate

in Ukraine: Justification and strategic guidelines

In the context of the ongoing post-crisis recovery and acti-
vation of European integration processes, increasing the in-
vestment attractiveness of Ukraine requires the introduction
of an integrated approach that combines institutional mod-
ernisation, infrastructure development, and improvement

of the regulatory framework. The high level of political, se-
curity, and regulatory risks actualises the need to create a
predictable environment for attracting investment in stra-
tegically important sectors of the economy. Strategic guide-
lines are structured into five functional blocks to determine
the priority areas of investment climate reform: institutional
environment, institutional stability of policies, infrastruc-
ture base, regional development, and investment legisla-
tion. Within each of them, the expected results of future
transformations are outlined, and the tools that can ensure
their effective implementation are proposed. The corre-
sponding systematisation presented in Table 6 will serve as
an analytical basis for the formation of a national invest-
ment strategy in the context of post-war reconstruction
and adaptation to the challenges of prolonged uncertainty.

Table 6. Priority areas for improving the investment climate of Ukraine in strategic areas

Directi f . Lo . .
1;2;:1‘(:11 ° Specified priorities Expected result Potential implementation tools
N I ing the rule of law, . . s
Institutional mproving the rule of law, Reduced legal entropy, increased Judicial reform, e-justice, open
. transparency of governance, . .
environment . . investor confidence registers
fighting corruption
Infrastructure Restoration of transport, digital, Simplifying logistics, reducing . pubh;—prwate partpe.rsh}ps,‘
. > international funds, digitalisation
development and energy infrastructure transaction costs
of procurement procedures
L. . . New investment code, international
Harmonisation with EU acquis, . . . .
Investment . . . Strengthening the regulatory arbitration, mechanism for
lecislati protection of investors’ rights, £ K for i A ving i i
egislation o ramework for investment activities resolving investment disputes
contractual stability b .
etween an investor and the state
Institutional Formation of long-term Mam.tam.mg. the sustainability Electronic documentation,
1 . management standards and of institutions even when . .
stability of policies regulatory hubs, policy evaluation
procedures governments change
Regional Stimulating interregional Attracting resources to less Rating of regions, special economic
development competition for investors developed areas zones, local investor support offices

Source: compiled by the author based on OECD (2019), World Bank Group (2024), Commission Staff Working Document “Ukraine 2024
Report. Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee
and the Committee of Regions. 2024 Communication on EU enlargement policy” (2024), Ministry of Economy of Ukraine (n.d.)

The proposed system of priorities demonstrates the
need for coherence of reforms in interdependent areas.
Institutional transformations should be accompanied by
infrastructure modernisation, while the effectiveness of
improving the legal framework will remain limited with-
out ensuring the physical availability of market resources.
The presented structure indicates that only interaction be-
tween these blocks can provide conditions for sustainable
investment growth. Of particular importance are areas fo-
cused on long-term sustainability: the preservation of in-
stitutional memory and the development of interregional
competition will form mechanisms of internal motivation
to support reforms, which will help to avoid a relapse of
administrative inefficiency. The formation of a favourable
investment environment is not limited to achieving pos-
itive indicators, but involves deep adaptation of manage-
ment approaches to the needs of an international investor.
Improving the legal regulation of investment activities is
based on the principles of harmonisation with the legis-
lation of the European Union. Codification of legal guar-
antees, standardisation of investor protection procedures,

elimination of regulatory imbalances and introduction of
dispute resolution mechanisms adapted to international ar-
bitration standards remain key guidelines. Legal certainty
in the field of investment will be a prerequisite for restoring
confidence in the state’s economic policy.

Infrastructure modernisation is defined as a basic fac-
tor in activating investment processes. The restoration of
logistics, energy, and digital infrastructure will require the
involvement of public-private partnership mechanisms
and the use of international financial support tools. With
proper institutional support, such projects can become a
catalyst for the multiplicative effect of attracting private
capital. The creation of specialised zones of econom-
ic activity remains an effective form of concentration of
investment resources: industrial parks, logistics centres,
and digital clusters. Their activities should be based on
simplified regulatory procedures, special tax regimes, and
high-quality legal support. The practice of Central Euro-
pean countries confirms the effectiveness of such tools
in the context of economic recovery after crisis shocks.
The formation of a strategic vision for the development
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of the investment climate involves taking into account
both internal structural challenges and external obliga-
tions within the framework of the European integration
course. Considering the goals of post-war reconstruction
and Ukraine’s progress towards gaining membership in

the European Union, Investment policy should contin-
ue to be based on a multi-level logic of adaptation. Ta-
ble 7 summarises the key strategic vectors of public pol-
icy in the field of attracting investment in the context of
economic transformation.

Table 7. Strategic guidelines for Ukraine’s investment development in the context of recovery and European integration

Strategic goal Implementation focus

Expected effect Coherence with European initiatives

Mobilisation of international
technical assistance, public-
private partnership

Restoring critical
infrastructure

Stimulating investment in

European Green Deal (n.d.),
Connecting Europe Facility (Regulation
(EU) 2021/1153 of the European
Parliament and of the Council
“Establishing.., 2021)

logistics and energy

Creating industry clusters,
supporting IT and agricultural
exports

Diversification of
investment areas

Creating new growth points

The Digital Europe Programme (n.d.),
Common Agricultural Policy (n.d.)

Institutional alignment
with the EU

Harmonisation of the regulatory
and judicial system

Increasing transparency
and confidence indices

Enlargement Package (Commission
adopts 2024..., 2024), Rule of Law
(European Commission, n.d.b)

Stimulating local initiatives, inter-

Regional development o, .
municipal cooperation

Attracting foreign direct
investment in border and

Cohesion Policy (n.d.), Smart
Specialisation Strategies (About S3...,

peripheral regions n.d.)

Integration into value chains,
foreign economic activity
infrastructure

Export-oriented
modernisation

Strengthening external
economic integration

Deep and Comprehensive Free Trade
Agreements (n.d.), Rules of origin
in the Pan-Euro-Mediterranean
Convention (n.d.)

Source: compiled by the author based on Commission Staff Working Document “Ukraine 2024 Report. Communication from the
Commission to the European Parliament, the Council, the European Economic and Social Committee and the Committee of Regions.
2024 Communication on EU enlargement policy” (2024), European Commission (n.d.a), European Investment Bank (n.d.), Ministry

of Economy of Ukraine (n.d.)

The presented strategic guidelines indicate the transi-
tion from emergency anti-crisis measures to the formation
of a long-term investment attraction policy integrated into
the structure of national economic recovery. Of particular
importance are mechanisms of interaction with European
institutional structures, which provide additional guaran-
tees for investors and strengthen coordination between
domestic and foreign economic policies. The emphasis on
institutional alignment allows adapting the legal environ-
ment to European Union standards and reducing the risks
associated with non-transparency of regulation. Reforming
the judicial system, strengthening anti-corruption mecha-
nisms and introducing digital administrative services form
the basis for increasing confidence on the part of interna-
tional financial institutions.

The formation of a cluster structure of investment
activity, which provides for a combination of industrial,
digital, and agricultural potential, should contribute to
the structural restructuring of the economy in accordance
with the priorities of sustainable development. This ap-
proach helps to adapt regional models of raising capital to
the single space of the EU internal market and integrate
with global value chains. Coordination of institutional
transformation between executive authorities, the leg-
islative sector, local self-government, business, and civil
society determines the ability of the state to implement a
consistent investment policy. Creating conditions for In-
ter-level interaction will ensure organisational stability

of institutional changes and form the basis for long-term
investment stability. The analysis of the investment climate
in Ukraine confirmed the need to consider it as a mul-
ti-level category covering institutional, legal, economic,
infrastructural, and social determinants. The structural
and factor approach allowed identifying internal and ex-
ternal factors that determine the functional ability of the
environment to raise capital. The assessment of the state
of Ukraine’s investment climate during 2020-2024 showed
the dominance of risks associated with military destruc-
tion, institutional instability, fiscal burden, and regulatory
fragmentation. The dynamics of foreign direct investment,
the rule of law, control of corruption, and CPI indicators
demonstrated a critical dependence of investor behaviour
on the quality of the institutional environment. The anal-
ysis of the experience of countries with transformational
economies, such as Estonia, Georgia, Poland, and Roma-
nia, highlighted the importance of consistency in the im-
plementation of reforms. Summarising the results allowed
identifying key areas for improving the investment climate
in Ukraine, including: strengthening law enforcement,
digitalisation of administration, restoration of infrastruc-
ture potential, creation of specialised investment activity
zones, and harmonisation of regulatory norms in accord-
ance with European Union standards.

Based on the results of a multi-factor analysis, the re-
lationship between the level of institutional development,
and the dynamics of attracting foreign direct investment
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testified to the critical sensitivity of investors to the qual-
ity of the regulatory environment in a transformational
economy. In particular, the systemically low rule of law,
regulatory quality and control of corruption indicators in
2020-2024 demonstrated the failure of the national insti-
tutional system to ensure predictability of public policy,
protection of property rights, and compliance with con-
tractual obligations. The high level of military risks and
fiscal burden increased the impact of regulatory instability,
which led to cautious or negative investment behaviour of
external actors. The conditions under which a decrease in
FDI volumes was recorded during periods of increasing
legal uncertainty confirmed that institutional factors were
the main triggers for changing investment decisions in sit-
uations of uncertainty. The presence of structural dysfunc-
tions in the field of governance and regulation has formed
negative expectations about the possibility of long-term
capitalisation of investments. The importance of the re-
sults was to prove the need to integrate institutional mod-
ernisation with infrastructure restoration and adapt the
legal framework to the requirements of acquis commu-
nautaire, which corresponded to the strategic guidelines of
state policy in the context of post-crisis development and
European integration processes.

The study confirmed the leading role of institutional
factors in shaping the investment climate on the example of
Ukraine in 2020-2024. Institutional instability, which was
manifested due to the low values of the rule of law, control
of corruption, and government efficiency indicators, had a
remarkable deterrent effect on the volume of foreign direct
investment (FDI). In the context of this issue, the results of
the study by S.J. Lee et al. (2024) were analysed, which used
principal component analysis (PCA) and panel regres-
sion modelling on a sample of 178 countries to determine
that in high-income countries, social indicators were the
main factor in attracting FDI, while in developing coun-
tries, economic factors dominated. Therewith, the impact
of institutional indicators in both groups of countries was
statistically insubstantial. The findings partially contrasted
with the results of the study, where the institutional envi-
ronment itself showed a high negative correlation with the
dynamics of investment during the period of military in-
stability, which may be due to the crisis specifics of the ana-
lysed period and the need to expand the time limits in fur-
ther research. The study also revealed a significant impact
of institutional stability and infrastructure development on
the level of investment activity in Ukraine in 2020-2024.
The problems of regional inequality and limited access to
infrastructure as factors hindering the attraction of foreign
direct investment were confirmed in the paper of N. Rosh-
dieh & G. Farzad (2024), where increasing the level of fis-
cal decentralisation was shown to contribute to the growth
of investment activity through improving infrastructure
provision at the local level. The results obtained correlate
with the above conclusions, emphasising the importance of
reallocation of financial resources in favour of regional in-
frastructure development in transformational economies.

The analysis of institutional determinants of invest-
ment attractiveness of Ukraine demonstrated the need to
strengthen the quality of the regulatory environment, con-
trol corruption, and ensure political stability as basic pre-
requisites for attracting foreign direct investment. Similar
conclusions were formulated by H. Khan et al. (2024), who
determined that for developing countries, it is the indica-
tors — control of corruption, political stability, and voice
and accountability that are the determining factors for
raising capital. The comparison of the results showed com-
pliance with global trends, which confirm the critical role
of the institutional environment in the processes of form-
ing the investment climate. The results of the analysis were
also confirmed in a study by S. Gupta et al. (2024), which
examined the impact of institutional quality on foreign di-
rect investment inflows in BRICS group countries (Brazil,
Russia, India, China, and South Africa). It was found that
indicators such as control of corruption greatly increased
the investment attractiveness of Brazil, India, and South
Africa. The findings are consistent with general trends that
highlight the critical importance of improving the institu-
tional environment for stimulating investment processes in
countries with transformational economies.

In the context of exploring factors influencing in-
vestment activity, the conclusions of M. Islam & A. Bel-
oucif (2023) were considered, where the main determinants
of foreign direct investment were systematised based on the
analysis of more than a hundred empirical studies. It was
proved that, along with the size of the market, factors such
as the quality of infrastructure, the level of human capital
development and macroeconomic stability have a major
impact. Comparison with the results obtained showed that
in the conditions of Ukraine, it was institutional and infra-
structural factors that determined the level of investment
attractiveness, which was consistent with global scientific
trends. The analysis of the results of the study of the institu-
tional environment and the processes of recovery of invest-
ment activity after the crisis correlated with the approaches
proposed in the study by O. Peter & C. Osazuwa (2024),
where a conceptual model for assessing the impact of
post-conflict reconstruction interventions was developed.
The critical importance of contextual factors, such as the
participation of international organisations and historical
background, was emphasised, which corresponds to the
need for integrated consideration of institutional conditions
in the process of restoring the investment climate. The study
also highlighted the importance of long-term planning and
multi-level coordination for the sustainable recovery of the
investment environment, which is consistent with the con-
clusions of B. Rohwerder (2024), dedicated to the lessons of
post-war reconstruction. It was discovered that hasty and
insufficient systemic recovery leads to the consolidation
of temporary dysfunctions, which correlates with the risks
identified in the analysis of institutional barriers and infra-
structure constraints in Ukraine in 2020-2024.

When interpreting the results obtained, approaches
proposed by O.E. Ajewumi et al. (2024) were considered,
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which examined the role of international funding and in-
stitutional reforms in the post-conflict reconstruction of
African countries. The importance of synchronising exter-
nal financial support with the development of local insti-
tutional capacity is established, which corresponds to the
conclusions of the study on the need to integrate national
reforms with European and global investment initiatives.
The results of the study, which confirmed the importance
of developing the institutional environment and human
capital for boosting investment activity during the recov-
ery period, are consistent with the findings of J. Branch et
al. (2025). In this paper, it was proved that the development
of educational institutions in post-conflict regions contrib-
uted to economic activity, social cohesion, and long-term
development, which was consistent with the conclusions
about the role of institutional strengthening through intel-
lectual infrastructure in stimulating investment processes.
The analysis of the results also highlighted the importance
of improving the regulatory environment and ensuring
the stability of legal norms to increase investment attrac-
tiveness, which correlated with the approaches of P. Thi-
nus (2025). The change in the paradigm of the rule of law
in the European Union through the introduction of budget
convention mechanisms was justified, which showed the
role of effective mechanisms for monitoring compliance
with legal norms in increasing investment attractiveness.
Special attention was paid to institutional mechanisms for
creating transparency, stability, and predictability of the
regulatory environment, which corresponded to the ap-
proaches of E Bulfone et al. (2024), who stressed the role of
convention as an instrument of modern industrial policy.
The establishment of clear rules and standards was identi-
fied as a critical factor in ensuring the effectiveness of in-
vestment policy in the context of economic transformation,
which coincided with the conclusions of the analysis.

In the process of analysing the results of the study, spe-
cial attention was paid to the role of infrastructure devel-
opment as a factor in attracting foreign investment, which
corresponded to the conclusions of K. Tsaurai (2025). The
author proved that the development of transport, digital
and financial infrastructure had a considerable positive
impact on the volume of foreign direct investment in the
BRICS group countries. Comparing the results obtained
with the above conclusions showed that increasing the
availability of digital technologies and financial servic-
es, combined with the modernisation of physical infra-
structure, is a critical factor for stabilising and activating
investment flows in transformational economies. As part
of the study, a major influence of institutional quality on
the formation of the investment climate was established,
which was consistent with the conclusions of M. Hus-
nain et al. (2024). In this paper, it is proved that institu-
tional quality, along with foreign direct investment and
domestic capital investment, has a positive impact on the
economic growth of Latin American countries in the long
term. The comparison of the results confirmed that for the
conditions of a transformational economy, strengthening

political stability, effective governance and creating a fa-
vourable business environment are necessary prerequisites
for boosting investment activity and ensuring sustainable
economic development.

The study concentrated on the importance of the insti-
tutional environment and accompanying economic factors
for stimulating investment inflows, which found a correla-
tion with the conclusions of O. Bertrand & M.A. Betsch-
inger (2024). The study authors determined that infrastruc-
ture and non-infrastructure assistance from developed
countries has a positive impact on private firms’ decisions
to enter emerging markets, helping to reduce political and
market risks. The comparison of the results indicated that
successful mobilisation of investment capital in the context
of post-crisis recovery is impossible without comprehen-
sive development of institutional capacity, modernisation
of basic infrastructure and integration of external finan-
cial incentives into national reconstruction strategies. The
analysis confirmed the crucial role of institutional, infra-
structural, and macroeconomic factors in shaping the in-
vestment climate of Ukraine in 2020-2024. It is established
that military risks, regulatory instability, poor quality of
governance, and a high level of fiscal burden have become
the main barriers to attracting foreign direct investment.
The results of the study are consistent with scientific ap-
proaches on the importance of institutional quality, infra-
structure development, and long-term planning to stim-
ulate investment activity in transformational economies,
which justified the feasibility of comprehensive reform of
the legal, regulatory and infrastructure environment in the
post-crisis recovery process.

CONCLUSIONS

As part of the study, it was established that the formation
of the investment climate in Ukraine in 2020-2024 was in-
fluenced by a complex interaction of institutional, infra-
structure, legal, and security factors. The key constraint for
attracting investment capital remained the poor quality of
the institutional environment, which was manifested in in-
sufficient law enforcement, unstable regulatory policy, and
a low level of corruption control. During the period under
review, the rule of law index remained in the range of -0.76
to -0.77, while the corruption control index ranged from
-0.85 to -0.88 on the Worldwide Governance Indicators
scale, indicating continued institutional vulnerability. The
level of perception of corruption did not exceed 35 points
on the CPI index, which confirmed limited investor confi-
dence in the state policy in the field of integrity.

Infrastructure factors played an equally important role
in shaping investment attractiveness at the regional level.
Regions with developed logistics, transport, and digital in-
frastructure had a great advantage in raising capital, which
emphasised the spatial heterogeneity of investment activity.
Imbalances in the level of infrastructure provision caused
an outflow of potential investors from depressed territories
and concentrated capital in more affluent areas. The total
volume of foreign direct investment in 2022 decreased to
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0.2 billion USD compared to 7.9 billion USD. In 2021, it re-
flected the increased dependence of investment dynamics
on logistics and security conditions. In particular, during
periods of worsening military risks, there was a reduction
in new investment contracts and a shift in emphasis to
short-term, less risky forms of investment. The legal envi-
ronment remained fragmented and unpredictable, creating
additional transaction costs for investors. Frequent chang-
es in tax, currency, and investment legislation, the lack of
unified institutional coordination, and a weak mechanism
for implementing contractual guarantees limited long-
term planning opportunities and constrained investment
in high-risk industries, in particular, in the manufacturing
industry. In general, the results of the study showed the
need for a transition to systematic institutional moderni-
sation, including strengthening the rule of law, stabilising
the regulatory field, developing the infrastructure base, and
harmonising investment legislation with the legal norms of
the European Union. Such measures are critical for creating
a stable investment environment in the context of a long
period of post-crisis reconstruction.

The study allowed formulating an integral analytical
model of the impact of institutional, infrastructural, and le-
gal interaction on the parameters of investment activity. It
is established that institutional and infrastructure modern-
isation are complementary conditions for stimulating the
inflow of foreign direct investment, and the adaptation of
legislation to EU standards is a fundamental element of le-
gal predictability. The results allowed for formulating sound
recommendations on the need to accelerate institutional

reforms, with an emphasis on improving governance trans-
parency, ensuring the stability of legal regulation, strength-
ening political stability, and reforming infrastructure pol-
icy. During the implementation of the research strategy, a
number of essential limitations were recorded, which were
directly manifested in the analysis process. This primari-
ly relates to the deep destruction of infrastructure during
the war period, which made it impossible to implement
investment projects in many regions and led to uneven in-
vestment activity. In addition, investors’ limited access to
key institutional resources — legal protection, administra-
tive support, and operational interaction with government
agencies was established. A substantial barrier was also
the fragmentation of public administration and cyclical
policy decisions, which prevented the formation of long-
term expectations on the part of international investors. In
further research, it is advisable to focus on examining the
interaction between the digital transformation of public
administration, security indicators, and investment behav-
iour of international companies in the context of prolonged
post-crisis reconstruction.
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AHoTauif. [Tornmnbnensst iHCTUTYLiTHOI HeCTabI/IBHOCTI, IOCK/IEHHSI PEry/ISITOPHOI HEBIU3HAYEHOCTI Ta 3POCTAHHSI
iHppacTpyKTypHUX JUCIPOIOPLiNl B yMOBaX IOBHOMACIITAOHOI BiltHY B YKpaiHi CTBOpWM/IN 3arpo3y A CTiIKOCTI
iHBeCTUILIITHOTO CepeoBMIIa, 10 3yMOBIJIO OTPely Y IepeoCMIC/ICHH] YMHHMKIB 110r0o GOpMyBaHHA Ta afjanTalil
IO YMOB IIOCTKPU30BOi TpaHcdopmalii. MeToro focmimkeHH 6y/10 BUABICHHA YMHHYKIB JUHAMIKM iHBeCTUIIITHOTO
Kiimary Ykpainu y 2020-2024 pokax, 3 OfHOYaCHUM (GOPMYBaHHAM CTPATETi9YHUX OPi€EHTUPIB JI0T0 BJOCKOHAIEHH B
YMOBaXx MiCIABOEHHOTO BiTHOB/IEHHA. MeTO0/I0TiYHa OCHOBA NOCTi/[)KeHHA I'PYHTYBajIacsl Ha aHaJIiTUKO-OIMCOBOMY
IIiAXO/li 3 BUKOPUCTAHHAM €/IeMEHTIB NOPiBHANIBHOIO, CTPYKTYPHO-(QYHKIIIOHABHOTO Ta iHCTUTYILiIHOTO aHaIi3y.
Y pe3yibraTi fOCTIIPKEeHHA 0Y/I0 BUOKPEMJICHO I SITh B3aEMOIIOB I3aHUX MiXO/iB [j0 iHTepnpeTawii iHBecTUIiITHOTO
KIiMary — iHCTUTYLI/HUI, TPaBOBMIL, eKOHOMIYHUI, IHPpacTPYKTYPHUIL Ta COLiaIbHNUIA, — IO JO3BOMIWIO cOPMYyBaTH
I ATUPIBHEBY aHAJITUYHY MOJie/Ib iHBECTULIIIHOTO CepefOBUIIA, IIpeACTaBIeHy y dopMaTi cTpykTypHOI Tunosorii. Ha
ocHOBi aHai3y inpiexciB Rule of Law (-0,80 y 2022 p.), Control of Corruption (-0,88 y 2022 p.) ta Corruption Perceptions
Index (3poctanns 3 30 o 35 6asiB y 2020-2024 p.) BCTAaHOBJICHO, 110 IHCTUTYLiIIHA AKICTb € KJTIOYOBUM IIPEIUKTOPOM
KO/IMBaHb 00CATiB IPAMUX iHO3eMHMX iHBecTuLil (Bif 7,9 Mipp pon. y 2021 p. go 0,2 miupp fon. y 2022 p.). InenTudikosano
KpuTu4Hi 6ap’epu pid popMyBaHHA COPUATIVBOIO iHBECTUIITHOTO K/IIMaTy — HOPMaTVBHY HeCTabiIbHICTD, (icKalbHy
(parMeHTOBaHICTD, lerpajialiio iHGPacTPYKTypu Ta IHCTUTYLiIIHY Bpa3mBicTb. OOIPYHTOBAHO CTpaTeriyHi HanpsamMmu
MOJIepHi3anil iHBECTULIIHOIO CepefOBMIA, 1[0 BKAKYATh IIOCUIEHHS IIPABOBOI BU3HAYEHOCTI, Jeperynsauilo,
BiffHOB/IEHHA iHQPACTPYKTYpU Ta IHCTUTYLIITHWIT CYyIPOBiJ| iHBeCcTOPiB. 3aIpONOHOBAHI IIAXOAM CIMPAIOTHCA Ha YCIIIIHI
npaxtyky [Tombi, Ecronii, /laTsii, [pysii Ta PymyHii, fie cTpykTypHi pedopmu 3abesmednsy 3pocTaHHA JOBIOCTPOKOBYX
iHBeCTUIIiN y cTpaTerivHNx ceKTopax. OTprMaHi pe3yabTaTy 3acBigumMIM BU3HAYAIbHY POJIb iHCTUTYLINHOI AKOCTI AK
KJIIOYOBOTO YMHHMKA iHBeCTUIINIHOI TpUBabIMBOCT B yMOBax TpaHchopManiiiHoi ekoHOMiknu. [IpakTiyHa LiHHICTD
TOCTipKeHHA TonArae y GopMyBaHHI aHaITUYHOI OCHOBM JU/ISl EOCKOHAJICHHA epXKaBHOI iHBeCTULITHOT IO THKY,
CIIPAAMOBAHOI Ha MiBUIIEHHS IHCTUTYLIIHOI CIIPOMOXKHOCTI, 3SMEHIIEHHSA PETyIATOPHUX PUSUKIB Ta CTUMY/IIOBAHHS
JNOBTOCTPOKOBOIO KaIliTa/IOBK/IaleHHA

Knto4yoBi cnoBa: incturyiiiHa ClpOMOXKHICTb; pery/IsTOpHe CEPEJOBIIIe; PETY/SITOPHI PU3NKY; MAKPOEKOHOMIUHA
CTabIbHICTD; iHQPaCTPYKTypHe 3abe3edeHHs; TpaHCPOpMalliiiHa eKOHOMiKa
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