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Abstract. The relevance of this study is determined by the rapid digital transformation of the gambling industry, which
creates new economic opportunities while simultaneously generating complex challenges for state regulation. The aim
of the article was to analyse the economic and legal mechanisms for regulating the gambling business in the context of
the digital economy, taking into account institutional and technological aspects. The study employed general scientific
and specialised methods, including analysis and synthesis, comparative analysis, a systems approach, and statistical
methods. The paper examined the impact of digital technologies, online platforms, mobile applications, and algorithmic
systems on the development of the gambling market. It has been established that digitalisation expands the accessibility of
services, contributes to the formation of new business models, and increases the economic significance of the industry. The
international experience of regulating online gambling was analysed, which made it possible to identify key approaches
to licensing, taxation, financial monitoring, and consumer protection. It has been generalised that the rapid development
of online gambling leads to the emergence of new challenges in the sphere of state regulation, particularly in relation
to combating money laundering, ensuring market transparency, and implementing responsible gambling policies. The
necessity of developing a comprehensive regulatory model that combines economic and legal instruments, digital monitoring
technologies, and institutional mechanisms for responsible gambling has been substantiated. The implementation of such
a model will contribute to increasing the transparency of the gambling market, ensuring the financial security of the state,
and minimising social risks associated with the spread of gambling in the digital environment. It has been established that
the processes of digitalisation significantly expand the accessibility of gambling services, contribute to the formation of new
business models, and increase the economic importance of the gambling industry for national economies. The practical
value of the study lies in the possibility of using its results by public authorities and regulatory bodies to improve policy in
the field of the gambling business

Keywords: gambling business in Ukraine; digitalisation; state regulation; online gambling; economic regulation

INTRODUCTION

The rapid digital transformation of the global economy has
significantly reshaped traditional industries, particularly
those characterised by high levels of technological inte-
gration and regulatory sensitivity. The gambling industry
represents one of the most dynamically evolving sectors
in this context, as the transition from land-based opera-
tions to digital platforms has fundamentally altered its eco-
nomic structure, operational mechanisms, and regulatory

environment. The widespread adoption of online gambling
platforms, mobile applications, and data-driven manage-
ment systems has increased the accessibility of gambling
services and expanded market boundaries beyond national
jurisdictions. At the same time, these developments have
introduced new challenges for governments, particularly
in ensuring effective regulation, financial transparency, and
consumer protection in digital environments. Therefore,
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the study of economic and legal mechanisms governing the
gambling industry in the digital era is of critical importance
for both academic research and public policy development.

Recent academic literature demonstrates growing in-
terest in the regulation and transformation of gambling
markets in the context of digitalisation. For example,
S. Gainsbury et al. (2020) emphasise that the expansion
of online gambling platforms has significantly increased
market accessibility while simultaneously raising concerns
about consumer protection and responsible gambling
practices. Similarly, A. Ivanov (2020) argues that the eco-
nomic model of gambling industries is closely linked to the
prevalence of problem gambling, highlighting the need for
stronger regulatory frameworks that address both econom-
ic and social dimensions of the sector. In the field of digital
governance, F. Mihai et al. (2025) examine the role of tech-
nological innovations, including artificial intelligence and
gamification, in shaping user behaviour and influencing
gambling participation. The authors conclude that digital
technologies enhance user engagement but may also inten-
sify risks associated with addictive behaviour if regulatory
safeguards are insufficient.

Current academic discourse suggests that the digital
shift in gambling creates a dichotomy between substantial
economic expansion and increasingly intricate regulatory
hurdles. In particular, the rapid expansion of online gam-
bling platforms increases accessibility and market scale,
while simultaneously intensifying risks related to consumer
protection and gambling-related harm. Similar conclusions
were reached by M. Fisher et al. (2025), who emphasise
that modern regulatory frameworks often struggle to keep
pace with the evolving digital gambling environment. Fur-
thermore, I. Savolainen et al. (2025) demonstrate that the
growth of digital advertising and algorithm-driven promo-
tion significantly influences user engagement and may con-
tribute to the normalisation of gambling behaviour. These
findings are supported by M. Sofis et al. (2025), who argue
that unregulated gambling activities on digital and social
media platforms create additional risks of problem gam-
bling, particularly among younger users. From a broader
public health perspective, L. Tran et al. (2024) confirm that
the prevalence of problematic gambling behaviour is in-
creasing in parallel with the expansion of online gambling
markets. At the same time, S.-]. Ko et al. (2024) highlight
that the cross-border nature of digital gambling platforms
complicates jurisdictional regulation and creates challeng-
es for national legal systems. In addition, Z. Khamzina &
Y. Buribayev (2026) emphasise the growing tension be-
tween the fiscal benefits of the gambling industry and the
need to minimise its negative social impacts. Overall, these
studies support the results of this research and demonstrate
that effective governance of the digital gambling industry
requires a balanced approach that integrates economic reg-
ulation, legal control, and social protection mechanisms.

In the context of consumer behaviour and social im-
pact, M. Egerer & V. Marionneau (2024) investigate reg-
ulatory measures aimed at restricting access to offshore

gambling platforms and conclude that blocking strategies
alone are insufficient without comprehensive regulato-
ry coordination. Despite the significant body of research,
existing studies often focus on individual aspects of the
problem, such as consumer behaviour, technological in-
novation, or legal regulation, without providing a compre-
hensive analysis that integrates economic, legal, and insti-
tutional dimensions of gambling governance in the digital
era. Moreover, the rapid pace of digital transformation re-
quires continuous updating of regulatory approaches and
deeper interdisciplinary analysis.

The purpose of this study was to analyse the econom-
ic and legal mechanisms regulating the gambling industry
in the digital era, with a focus on institutional governance
structures, the impact of digital technologies on market de-
velopment, and the identification of effective regulatory ap-
proaches that ensure a balance between economic growth
and consumer protection.

MATERIALS AND METHODS

This study was based on a comprehensive interdisciplinary
approach that combined economic, legal, and institutional
analysis of the development of the gambling industry in the
context of digital transformation. The empirical foundation
of the research was formed using official statistical data and
analytical reports from leading international organisations
and regulatory bodies. In particular, the study utilised data
from the Gambling Commission (n.d.), which provided
official statistics on market size, participation rates, and
Gross Gambling Yield for 2024-2025. According to these
reports, the UK gambling market generated approximately
GBP 16.8 billion in gross gambling yield in the financial
year 2024-2025, indicating stable growth of the sector. Data
from the American Gaming Association (n.d.) were also
used, showing that total legal betting volume in the United
States exceeded USD 160 billion in 2025, reflecting the rap-
id expansion of online gambling markets. Additionally, an-
alytical materials from international databases such as Sta-
tista and Euromonitor, as well as industry reports including
Research and Markets, were employed to assess global mar-
ket trends and economic indicators of the gambling sector.
Regulatory frameworks and reports of the Malta Gaming
Authority were analysed to examine international licensing
practices and digital regulatory approaches.

The study encompasses the 2020-2025 period, facilitat-
ing a longitudinal analysis of the sector’s evolution from the
post-pandemic recovery phase to the current state of dig-
ital maturity. The methodological framework of the study
included several approaches. Comparative analysis was
used to compare regulatory models in the United King-
dom, Malta, the United States and Sweden. The selection
of countries was based on their advanced digital gambling
markets and distinct regulatory approaches. The compar-
ison was conducted according to criteria such as the level
of state control, effectiveness of licensing systems, finan-
cial monitoring mechanisms, degree of consumer protec-
tion, and integration of digital technologies in regulation.

University Economic Bulletin | Vol. 21, No. 1
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Descriptive statistics were applied to analyse key mar-
ket indicators such as gross gambling yield, participation
rates, and betting volumes, allowing for the identification
of trends and structural changes in the industry. Content
analysis was used to examine legal documents, regulatory
policies, and institutional frameworks governing gambling
activities, which made it possible to identify key regulatory
patterns and policy approaches. The system approach was
applied to consider the gambling industry as a complex so-
cio-economic system integrating economic, legal, techno-
logical, and institutional components.

In addition, elements of qualitative text analysis tech-
niques were applied to interpret regulatory documents and
policy reports, ensuring a deeper understanding of govern-
ance mechanisms in digital gambling environments. The
data processing and analysis were supported by software
tools including Microsoft Excel for statistical processing and
table construction, Python with basic data analysis libraries
for structuring and aggregating datasets, and N'Vivo for con-
tent analysis of regulatory and policy materials. The combi-
nation of these methods ensured a high level of analytical
validity and reliability of the research results. The use of
official international data sources, clearly defined method-
ological criteria, and appropriate analytical tools allowed for
a comprehensive assessment of economic and legal mech-
anisms regulating the gambling industry in the digital era.

RESULTS AND DISCUSSION

The results of this study confirm that the digital transfor-
mation of the gambling industry significantly influences
both its economic development and regulatory complex-
ity. These findings are consistent with the conclusions of
S. Gainsbury (2015), who emphasised that the expansion
of online gambling platforms increases accessibility and
market growth while simultaneously creating risks relat-
ed to consumer protection and regulatory control. Similar
to the research, S. Gainsbury highlighted the dual nature
of digitalisation, combining economic benefits with so-
cial risks. The role of digital technologies identified in this
study corresponds with the findings of M. Griffiths (2019),
who noted that gamification and algorithmic personalisa-
tion significantly increase user engagement in online gam-
bling environments. However, while M. Griffiths mainly
analysed behavioural aspects, this study provides a broader
institutional perspective by showing how these technolo-
gies affect regulatory frameworks and require enhanced le-
gal oversight. Furthermore, the results of this research align
with the work of K. Skaiupov4 et al. (2018), who demon-
strated that digital marketing and targeted advertising in-
fluence gambling behaviour. In contrast to the authors, who
focused on behavioural risks, the present study emphasises
the necessity of integrating these insights into public poli-
cy through stricter advertising regulations and responsible
gambling mechanisms.

From an institutional and legal perspective, the find-
ings are consistent with the conclusions of O. Zozulia et
al. (2024), who stressed the importance of strengthening

regulatory authorities in the gambling sector. Similarly, the
current study confirms that effective institutional govern-
ance, including clearly defined regulatory competencies
and international cooperation, is essential for managing
digital gambling markets. At the same time, this research
expands their conclusions by incorporating the role of dig-
ital monitoring tools and algorithmic regulation. The im-
portance of financial monitoring identified in this study is
supported by the findings of S. Tomic (2022), who analysed
anti-money laundering mechanisms in online gambling.
The aforementioned study demonstrated that digital gam-
bling platforms are inherently susceptible to heightened
risks regarding illicit financial flows. The obtained results
confirm this conclusion and further show that integrated
regulatory systems combining financial supervision and
technological monitoring are necessary to ensure mar-
ket transparency. In addition, the results of this study are
in line with the conclusions of M. Egerer & V. Marion-
neau (2024), who examined regulatory measures aimed at
limiting offshore gambling activities. While they conclud-
ed that blocking measures alone are insufficient, research
supports this view and demonstrates that comprehensive
regulatory strategies, including licensing, monitoring, and
international coordination, are more effective. The eco-
nomic aspects of gambling market development identified
in this study correspond with the findings of N. Aimo et
al. (2024), who highlighted the growing contribution of
gambling industries to national economies. However, while
they focused primarily on economic trends, this study pro-
vides a more integrated approach by combining economic
analysis with legal and institutional perspectives.

At the same time, the present study extends the con-
clusions of previous research emphasising the behavioral
and institutional nature of gambling markets. In particular,
I. Montiel et al. (2021) highlight the increasing prevalence of
cyber gambling among young populations, stressing the role
of digital environments in shaping risky behaviour patterns.
This finding supports the argument of the present study
that digital transformation not only expands market acces-
sibility but also intensifies regulatory challenges, requiring
more advanced monitoring systems. Similarly, according
to the Law of Ukraine No. 768-IX “On State Regulation
of Activities Related to the Organisation and Conduct of
Gambling” (2020), the institutional framework establishes
the legal basis for regulating gambling activities, confirming
the importance of clearly defined regulatory mechanisms
and state supervision in the development of the gambling
market. Furthermore, comparative research on gambling
regulation indicates that different institutional models pro-
duce varying economic and social outcomes. In this regard,
the findings of P. Sacco et al. (2019) highlight the diversi-
ty of regulatory approaches in digital economies and their
impact on market efficiency. These conclusions are further
supported by M. Griffiths (2019), who emphasises the role
of gamification and digital tools in increasing user engage-
ment in online gambling environments. However, while
these studies primarily focus on behavioural dimensions,
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the present research expands this perspective by integrat-
ing economic and regulatory aspects, particularly the role of
digital platforms in shaping fiscal outcomes and institution-
al responses. Building on these contributions, the present
study develops a more comprehensive analytical framework
that combines behavioural, institutional, and economic per-
spectives. It demonstrates that effective regulation of digital
gambling markets requires not only legal and social meas-
ures but also the integration of fiscal instruments, technolog-
ical monitoring systems, and adaptive policy mechanisms.
Such an approach allows for balancing economic benefits
with social responsibility and ensuring the sustainable de-
velopment of the gambling industry in the digital economy.

Finally, the present study complements the research of
M. Devaney (2009), who analysed international regulation
of online gambling. Although the author emphasised the
challenges of cross-border regulation, the findings of the
present study demonstrate that digital technologies both

complicate and facilitate regulatory processes through the
use of data analytics and real-time monitoring systems.
Opverall, the comparison with existing literature shows that
the findings of this study are consistent with previous re-
search regarding the economic importance and regulatory
challenges of digital gambling. At the same time, this study
contributes to the literature by providing a comprehensive
analysis that integrates economic, legal, technological, and
institutional dimensions of gambling regulation in the
digital era. To further illustrate the transformation of the
gambling sector in the digital environment, it is useful to
systematise the main economic and legal characteristics
of traditional and digital gambling models. Digitalisation
has not only expanded market accessibility but has also
changed the mechanisms of regulation, monitoring, and
consumer protection. The comparative characteristics pre-
sented in Table 1 and highlight the key structural differenc-
es between land-based and online gambling systems.

Table 1. Comparative characteristics of traditional and digital gambling regulation

Regulatory dimension

Traditional gambling model

Digital gambling model

Market accessibility

Physical presence in casinos, betting shops,
or gambling halls

Global access through online platforms
and mobile applications

Licensing procedures

National licensing tied
to specific physical locations

Digital licensing systems often operating
across multiple jurisdictions

Taxation mechanisms

Based on physical revenues
and local economic activity

Complex digital taxation
involving cross-border financial transactions

Monitoring and control

On-site inspection and physical supervision
by regulatory authorities

Algorithmic monitoring, digital reporting systems,
and automated compliance tools

Consumer protection

Limited behavioural monitoring
and responsible gambling measures

Real-time player tracking, responsible gambling
tools, and personalised risk detection

Advertising regulation .
s reg to national rules

Traditional media advertising subject

Online targeted advertising requiring stricter
digital marketing regulation

Technological infrastructure

Mechanical or electronic gambling devices
in physical venues

Al-based algorithms, big data analytics,
and cloud-based gaming platforms

Source: compiled by the author based on the studies of M. Devaney (2009), S. Tomic (2022), N. Aimo et al. (2024)

The comparison demonstrates that the digital trans-
formation of gambling significantly expands both the
economic scale and the regulatory complexity of the sec-
tor. While digital platforms provide new opportunities
for market growth, innovation, and fiscal revenues, they
simultaneously create challenges related to cross-border
jurisdiction, data protection, and the ethical use of algo-
rithmic technologies. From an economic perspective, gov-
ernments must develop balanced regulatory policies that
allow the industry to contribute to economic development
while minimising potential social costs. Effective regula-
tory frameworks increasingly rely on integrated govern-
ance models that combine legal regulation, technological
supervision, and institutional cooperation between finan-
cial regulators, gambling commissions, and digital plat-
form authorities. Such an approach allows policymakers
to address emerging risks associated with digital gambling
markets while ensuring transparency, accountability, and
responsible industry practices. Thus, the evolution of the
gambling industry in the digital era requires continuous
adaptation of economic and legal regulatory mechanisms.

Future regulatory strategies should focus on strengthening
international cooperation, improving digital monitoring
systems, and enhancing the transparency of algorithmic
decision-making processes used by online gambling oper-
ators. These measures can contribute to the development
of a sustainable and socially responsible gambling ecosys-
tem in the context of rapid technological change.

As evidenced by the comparative data, the migration to
digital ecosystems necessitates a departure from territori-
al-based oversight towards more fluid, multi-jurisdictional
governance. Digital ecosystems operate in a transnation-
al environment where traditional territorial jurisdiction
becomes less effective. Online gambling services can be
accessed from different countries simultaneously, which
complicates the application of national regulatory mecha-
nisms and creates challenges related to taxation, licensing,
and consumer protection. Furthermore, the implementa-
tion of advanced technological tools such as artificial in-
telligence, machine learning, and big data analytics allows
both operators and regulators to monitor gambling activ-
ities in real time. These technologies enable the detection
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of irregular betting patterns, identification of potential
cases of fraud or money laundering, and early recognition
of problematic gambling behaviour. At the same time, the
growing use of algorithmic systems in gambling platforms
raises important legal questions concerning transpar-
ency, accountability, and ethical standards in automated
decision-making processes. From an economic perspec-
tive, the digital gambling market generates a number of
significant benefits for national economies. Governments
receive additional fiscal revenues through taxation, licens-
ing fees, and regulatory contributions paid by gambling
operators. Moreover, the development of online gambling
platforms stimulates innovation in related technologi-
cal sectors, including fintech services, cybersecurity sys-
tems, and digital payment infrastructures. However, these

economic benefits must be balanced against potential so-
cial and regulatory risks associated with the rapid expan-
sion of digital gambling markets.

To better understand these dynamics, it is useful to
examine the economic effects associated with the devel-
opment of the digital gambling sector. The analysis pre-
sented in Table 2 indicates that digital gambling markets
simultaneously generate economic opportunities and
regulatory challenges. On the one hand, the sector con-
tributes to economic growth, technological development,
and diversification of government revenues. On the other
hand, the globalisation of digital gambling platforms in-
creases the risk of regulatory arbitrage, where operators
may relocate their activities to jurisdictions with less strict
regulatory requirements.

Table 2. Economic effects of the digital gambling market

Economic indicator Positive effects

Potential risks

. Increased tax income
Fiscal revenues

from online gambling platforms

Tax avoidance
through offshore jurisdictions

Employment

Growth of jobs in IT, fintech,
and digital marketing sectors

Decline of employment
in traditional gambling venues

Technological innovation

Development of digital payment systems,
data analytics, and cybersecurity technologies

Increased technological dependence
and infrastructure costs

Access to global markets

Market expansion .
P and wider consumer base

Intensified international competition
and regulatory pressure

Source: compiled by the author based on the studies of M. Devaney (2009), S. Tomic (2022), N. Aimo et al. (2024)

In response to these challenges, many countries are
developing integrated regulatory frameworks that combine
economic policy instruments with advanced digital mon-
itoring technologies. Such frameworks involve coopera-
tion between financial regulators, gambling commissions,
cybersecurity agencies, and law enforcement institutions.
Their primary objective is to ensure transparent market
functioning, prevent illegal gambling activities, and protect
consumers from potential harm associated with excessive

gambling behaviour. Figure 1 presents a conceptual mod-
el of the institutional framework governing the economic
and legal regulation of the digital gambling industry. The
diagram illustrates the interaction between the key insti-
tutional actors involved in regulating and operating digital
gambling markets, as well as the technological and social
components that shape the functioning of this sector. The
model emphasises the multi-level nature of regulatory gov-
ernance in the context of digital transformation.

<
1111

Economic Regulation

Government Regulators

- Licensing & Oversight
« Gambling Policies
+ Cross-Border Coordination

\

T

Gambling Operators

+Online & Mobile Gambling Services
« Operational Compliance

Legal Regulation

L

Digital Platforms

« Technology Infrastructure
« Data Analytics & Al
Algorlthmlc Transparency

Digital Infrastrurcture

Financial Monitoring Institutions

« AML & Fraud Supervision
- Transaction Monitoring

Consumers

Responsible Gambling Protection

« Behavioural Monitoring

Figure 1. Institutional model of digital gambling regulation
Source: compiled by the author based on the studies of M. Devaney (2009), S. Tomic (2022), N. Aimo et al. (2024)
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At the top of the framework are government regula-
tory authorities, which represent the central coordinating
element of the regulatory system. These institutions are
responsible for establishing licensing procedures, ensuring
legal oversight of gambling operators, and developing reg-
ulatory policies aimed at maintaining market transparency
and compliance with national legislation. In the digital en-
vironment, regulatory authorities must also address issues
such as cross-border gambling services, digital taxation,
algorithmic accountability, and the regulation of online
advertising. The inclusion of cross-border coordination
within the regulatory structure highlights the global nature
of digital gambling markets and the necessity for interna-
tional cooperation among regulatory bodies. The economic
regulation dimension is reflected through the relationship
between government regulators and gambling operators.
Gambling operators function as the primary economic
agents within the industry by providing online and mobile
gambling services through digital platforms. Their activi-
ties generate fiscal revenues for governments through tax-
ation and licensing fees while simultaneously stimulating
technological development and employment within related
sectors such as information technology, fintech services,
and digital marketing. However, due to the high financial
turnover associated with gambling markets, strict regulato-
ry supervision is required to ensure compliance with oper-
ational standards and prevent illegal practices.

Another critical component illustrated in the figure is
the digital infrastructure and technological environment
that supports online gambling activities. Digital platforms
provide the technological backbone of the gambling eco-
system and include cloud computing systems, artificial
intelligence algorithms, payment processing technolo-
gies, and data analytics tools. These technologies enable
real-time interaction between operators and consumers,
facilitate personalised gaming experiences, and improve
operational efficiency. At the same time, the increasing re-
liance on algorithmic systems introduces regulatory chal-
lenges related to transparency, cybersecurity, and ethical
use of data. The legal regulation layer connects government
regulators, gambling operators, and digital platforms, high-
lighting the legal mechanisms that govern the functioning
of the gambling market. Legal regulation encompasses li-
censing requirements, operational compliance rules, ad-
vertising restrictions, responsible gambling policies, and
data protection regulations. This layer ensures that the
economic activities of gambling operators are conducted
within a legally defined framework that protects both the
integrity of the market and the rights of consumers. An
essential supervisory role within the system is performed
by financial monitoring institutions, which are respon-
sible for maintaining financial transparency within the
gambling sector. These institutions implement anti-money
laundering (AML) regulations, monitor financial transac-
tions conducted through gambling platforms, and cooper-
ate with international financial intelligence units to detect
suspicious financial activities. The presence of financial

monitoring institutions within the regulatory framework
reflects the high level of financial risk associated with dig-
ital gambling markets, particularly with regard to illegal
financial flows and cross-border transactions.

At the social level of the framework are consumers,
who represent the participants of digital gambling markets.
Modern regulatory approaches increasingly prioritise con-
sumer protection through the implementation of responsi-
ble gambling mechanisms. These mechanisms include be-
havioural monitoring systems, betting limits, self-exclusion
programmes, and digital tools designed to identify early
signs of problematic gambling behaviour. By incorporat-
ing consumer protection measures into the institutional
framework, regulators seek to minimise the social risks as-
sociated with excessive gambling and ensure that gambling
activities remain within safe and controlled limits. Overall,
the institutional framework presented in Figure 1 demon-
strates that the regulation of the digital gambling industry
requires an integrated governance approach that combines
economic policy instruments, legal regulatory mechanisms,
technological oversight, and social protection measures.
The interaction between these components forms a com-
prehensive regulatory ecosystem capable of responding to
the challenges associated with the rapid expansion of digital
gambling markets. Effective coordination between regula-
tory authorities, gambling operators, financial monitoring
institutions, and technology providers is therefore essential
for maintaining the stability, transparency, and sustainabil-
ity of the digital gambling industry in the context of ongo-
ing technological change. To deepen the analytical discus-
sion of the institutional model presented in Figure 1, it is
necessary to examine how different countries implement
economic and legal regulatory mechanisms for digital gam-
bling markets. International experience demonstrates that
regulatory approaches vary significantly depending on na-
tional legal traditions, technological development, and pub-
lic policy priorities. Some countries apply highly centralised
regulatory models with strict licensing requirements, while
others adopt more flexible frameworks aimed at encour-
aging market development and technological innovation.

One of the most developed regulatory systems can be
observed in the United Kingdom, where gambling activ-
ities are supervised by the national regulatory authority
responsible for licensing, consumer protection, and mar-
ket transparency. The regulatory framework emphasises
responsible gambling policies, mandatory age verifica-
tion systems, and strict advertising restrictions aimed at
preventing gambling-related harm. The British model is
widely considered one of the most comprehensive regu-
latory systems because it integrates economic regulation
with strong consumer protection mechanisms. Another
example is Malta, which has become a major internation-
al hub for online gambling operators due to its favourable
regulatory environment and clear licensing procedures.
The Maltese regulatory framework focuses on creating a
competitive and technologically advanced gambling mar-
ket while maintaining financial transparency through strict
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anti-money laundering requirements. Many international
gambling companies choose Malta as their licensing juris-
diction due to its stable legal environment and well-devel-
oped digital infrastructure. In contrast, the United States
follows a more fragmented regulatory approach. Gambling
regulation is primarily conducted at the state level, result-
ing in different legal frameworks across states. For instance,

some states allow online sports betting and digital casinos
under strict regulatory supervision, while others maintain
significant restrictions on online gambling activities. This
decentralised regulatory structure reflects the complex le-
gal and political environment of gambling regulation in the
United States. The comparative characteristics of these reg-
ulatory models can be summarised in Table 3.

Table 3. Comparative analysis of digital gambling regulation in selected countries

Country Regulat‘ory Key regulatory mechanisms Economic impact Consumer protection
authority measures
United UK Gambling Licensing system, advertising Significant tax revenues Mandatory age verification,
Kingdom | Commission control, digital monitoring from online gambling responsible gambling tools
Malta Malta Gaming International licensing, AML Attraction of international | Responsible gambling policies
Authority monitoring, technological regulation | operators and investment and compliance audits
United | State regl%atory State-level licensing and taxation Development of regional Pla)'fer protection
States authorities gambling markets regulations vary by state
Sweden Swedish Gambling National licensing system Controlled market Strict advertising restrictions
Authority and market supervision development and player protection rules

Source: compiled by the author based on the studies of M. Devaney (2009), S. Tomic (2022), N. Aimo et al. (2024)

The data presented in Table 3 indicate that despite dif-
ferences in regulatory models, most developed gambling
markets emphasise three key regulatory priorities: ensuring
market transparency, preventing illegal financial activities,
and protecting consumers from potential gambling-related
harm. The integration of digital monitoring technologies, fi-
nancial supervision mechanisms, and responsible gambling
policies has become a common feature of modern gambling
regulation. In the context of digital transformation, regula-
tors increasingly rely on advanced technological tools such
as artificial intelligence and data analytics to monitor gam-
bling markets more effectively. These technologies allow
authorities to track player behaviour, identify suspicious
transactions, and enforce compliance with regulatory re-
quirements in real time.

Therefore, the international experience of regulating dig-
ital gambling markets demonstrates that effective governance
requires a balanced combination of economicincentives, legal
supervision, technological monitoring, and social protection
measures. Countries that successfully integrate these compo-
nents into their regulatory frameworks are better positioned
to manage the risks associated with the rapid expansion of
online gambling markets while simultaneously benefiting
from the economic potential of the industry. The statistical
indicators presented in Table 4 demonstrate the growing
economic importance of the gambling industry in nation-
al economies. In the United Kingdom, the gambling sector
generated approximately GBP 16.8 billion in gross gambling
yield in the 2024-2025 financial year, which reflects the signif-
icant fiscal contribution of the sector to the national budget.

Table 4. Key statistical indicators of gambling markets in selected countries

Country Market size/revenue Key regulatory authority Specific market characteristics
United GBP 16.8 billion . - Highly regulated online gambling market
Kingdom Gross Gambling Yield (2024-2025) UK Gambling Commission with strong consumer protection
Malta Major EU licensing hub Malta Gaming Authority Attractive licensing system
for online operators and favourable regulatory environment
United States USD '10.74 billion online State gambling regulators Rapid expansion of §ports betting
gaming revenue (2025) and online gambling markets

Source: compiled by the author based on the studies of M. Devaney (2009), S. Tomic (2022), N. Aimo et al. (2024)

In the United States, the legalisation of online sports
betting in multiple states has significantly expanded the
digital gambling market, resulting in total online gam-
ing revenues exceeding USD 10 billion annually (Aimo et
al., 2024). This growth has been supported by technologi-
cal innovations, mobile gambling platforms, and increasing
consumer participation in online betting activities. Malta,
in contrast, has developed a specialised regulatory model
focused on providing licensing services for international
gambling operators. The regulatory framework established
by the Malta Gaming Authority has positioned the country

as one of the most important jurisdictions for global online
gambling companies (Devaney, 2009).

In summary, the comparative analysis of international
regulatory models confirms that the effective governance
of digital gambling markets depends on the ability of states
to combine legal regulation, technological monitoring, and
economic policy instruments into a coherent institutional
framework. The experience of countries such as the United
Kingdom, Malta, the United States and Sweden demon-
strates that different regulatory approaches may lead to var-
ying economic outcomes, but all successful models share
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common features, including transparency, financial con-
trol, and consumer protection. At the same time, the grow-
ing role of digital technologies requires continuous adapta-
tion of regulatory mechanisms and the implementation of
innovative supervisory tools. Thus, the findings presented
in this study support the conclusion that sustainable devel-
opment of the gambling industry in the digital economy is
only possible under conditions of integrated, flexible, and
technologically advanced regulatory systems that balance
economic benefits with social responsibility.

CONCLUSIONS

The analysis conducted in this study demonstrates that
the rapid digitalisation of the gambling industry has sig-
nificantly transformed the economic structure and legal
governance mechanisms of gambling markets worldwide.
The transition from traditional land-based gambling es-
tablishments to digital platforms has expanded market
accessibility, increased the scale of financial transactions,
and introduced new technological instruments such as
artificial intelligence, algorithmic personalisation, and re-
al-time data analytics into the functioning of gambling sys-
tems. These technological developments create both eco-
nomic opportunities and regulatory challenges. On the one
hand, digital gambling markets generate substantial fiscal
revenues, stimulate technological innovation, and contrib-
ute to the development of related sectors such as financial
technologies, cybersecurity, and digital marketing. On the
other hand, the cross-border nature of online gambling
platforms complicates national regulatory frameworks and
increases risks associated with illegal gambling operations,
money laundering, and problematic gambling behaviour.

International experience demonstrates that effective
governance of digital gambling markets requires a com-
prehensive regulatory approach that combines economic
regulation, legal supervision, technological monitoring,
and consumer protection mechanisms. Countries such as
the United Kingdom have developed advanced regulatory
models based on strict licensing systems, responsible gam-
bling policies, and continuous monitoring of digital plat-
forms. At the same time, jurisdictions such as Malta have
created regulatory environments that encourage interna-
tional investment and technological development while
maintaining financial transparency through anti-money
laundering regulations. Another important aspect of mod-
ern gambling regulation is the increasing role of techno-
logical supervision tools. Artificial intelligence and big data
analytics enable regulators to identify suspicious financial

transactions, detect early signs of gambling addiction, and
monitor operator compliance with legal requirements in
real time. These technologies significantly improve reg-
ulatory efficiency and allow authorities to respond more
quickly to emerging risks in digital gambling ecosystems.

At the same time, the growing influence of algorithmic
systems and targeted digital marketing requires additional
legal safeguards aimed at protecting vulnerable groups of
consumers. Advertising strategies, personalised game de-
sign, and behavioural tracking technologies may increase
the risk of excessive gambling if appropriate regulatory
controls are not implemented. Therefore, modern regula-
tory policies increasingly emphasise responsible gambling
programmes, self-exclusion systems, and transparency re-
quirements for digital gambling platforms. In conclusion,
the digital transformation of the gambling industry requires
continuous adaptation of economic and legal regulatory
frameworks. The successful regulation of digital gambling
markets depends on the ability of governments to integrate
legal instruments, technological monitoring systems, and
consumer protection mechanisms into a coherent govern-
ance model capable of responding to the rapidly evolving
dynamics of the global digital economy.

In this context, policymakers should focus on several
strategic priorities for the future development of gambling
regulation. First, it is necessary to strengthen internation-
al cooperation between regulatory authorities in order to
address cross-border gambling services and prevent regu-
latory arbitrage. Second, governments should promote the
development of technological monitoring systems that allow
regulators to analyse gambling market data and detect po-
tential risks more effectively. Third, regulatory frameworks
must prioritise consumer protection through the imple-
mentation of responsible gambling policies and digital safe-
ty mechanisms. Further research should focus on empirical
quantitative validation of the proposed integrated regulatory
model, particularly the impact of Al and digital monitoring
tools on problem gambling rates, tax revenues, and consum-
er protection in both Ukrainian and international contexts.
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EKOHOMIiKO-NpaBoOBi acnekTu ynpaBniHHA iHAYCTPIi€lO a3apTHUX irop
y undpoBy enoxy

Ninia By6nuk

KaHavpaT eKOHOMIYHMX HayK, AOLLeHT
HaLioHanbHU yHiBEPCUTET «JTbBIBCbKa MONITEXHIKa»
79000, Byn. CtenaHa baHaepw, 12, M. 1bBiB, YkpaiHa
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AHOTAaUifl. AKTya/IbHICTb FOCTIKEHHsI 3yMOBJIEHA CTPIMKOIO 1M pOBOI0 TpaHchOpMaIiiero iHgycTpil a3apTHUX irop, sika
CTBOPIOE HOBi eKOHOMIYHI MOXIMBOCTI Ta BOfHOYAC POPMYE CKIaJ{HI BUKIMKM /I JepXKaBHOIO perylToBaHHA. MeToo
cTaTTi OYB aHa/Ii3 eKOHOMIKO-IIPaBOBYX MeXaHi3MiB peryJI0BaHH:A IPaIbHOTrO 6i3HeCcy B yMOBax IU(POBOI eKOHOMIKI 3
YpaxyBaHHAM iHCTUTYIiIHUX i TEXHOMOTIYHMX aCHEKTiB. Y OCTi/I)KeHHi BUKOPUCTAHO 3ara/lbHOHAyKOBi Ta CIleljia/bHi
METO/II, 30KpeMa aHali3 i CuHTe3, MOPIBHAMIbHNI aHaTI3, CUCTEMHWIT MiAXiz i cTaTucTiyHi MeTozu. Y po6oTi focipKeHo
BIUIVB IM(POBUX TEXHOJIOTIN, OHIAIH-IITaT$HOPM, MOOIIBHIX 3aCTOCYHKIB Ta a/ITOPUTMIYHUX CUCTEM Ha PO3BUTOK
IpaJIbHOTO PUHKY. BcTaHOBIIEHO, 110 IM(poBi3alis po3MIMpIOE JOCTYIHICTD ITOCIYT, CIIpusAe GOpMYyBaHHIO HOBUX Oi3Hec-
Mofieielt i MiJIBUIIYE eKOHOMIYHY 3Ha4yIIicTh ranysi. [IpoananisoBano Mi>KHapOIHMII JOCBif, perynoBaHHA OHIAlH-
reMOJIiHIY, 110 JO3BOJIVJIO BUSHAYUTY K/TIOUOBI X0 IO JIilleH3yBaHH:, OIIOfJaTKyBaHH:, (PiHAHCOBOTO MOHITOPYMHIY
Ta 3aXJCTY CIIOXKVUBaYiB. Y3araJbHEHO, IO MIBUIKUI PO3BUTOK OHJ/IAIIH-TeMOTIHTy 3yMOBJIIO€ 0SBy HOBUX BUK/IVKIB
y cepi iep>KaBHOTO peryIoBaHHsI, 30KpeMa I[0f0 IPOTHAIl BifMIBAaHHIO KOIITIB, 3a0e3I1€4eHHsI IIPO30POCTi PUHKY
Ta BIPOBAJPKEeHHA MOJITUKY BifioBifanbHoI rpu. BecraHoBIeHO, 1o mponecu g posisalii CyTTEBO pO3IIUPIOIOTH
TOCTYIHICTDb IPaJIbHUX IOCIYT, CIIPUAIOTH (GOPMYBaHHIO HOBUX Oi3Hec-MoOze/el Ta MiIBUIIYIOTh eKOHOMIYHY 3HAYYIIICTDb
rpajbHOI IHAYCTPil A1 HanioHaIBHYUX eKOHOMIK. OOIPyHTOBaHO HeOOXifHICTh GOpMyBaHHA KOMIUIEKCHOI MOfei
PeTyIIoOBaHHA, sIKa IOETHYE €KOHOMIYHI Ta IpaBOBi iHCTpyMeHTH, 11 POBI TeXHOIOTil KOHTPOJIIO Ta IHCTUTYLITHI
MeXaHi3MM BifnoBifanbHOI rpu. Peanisania Takoi Mopeni cnpuATHMe MiJIBUILEHHIO IPO30POCTi TPaIbHOTO PUHKY,
3abe3reyeHHI0 (iHaHCOBOI 6e3Iek AepxaBy Ta MiHiMi3anii coliabHUX PUSKUKIB, [IOB A3aHNX i3 OMIMPEHHAM a3apTHNUX
irop y uudposomy cepenosuii. IIpakTuyHa IiHHICTD JOCTII>KEHHA MOJIATA€ Y MOXK/IMBOCTI BUKOPMCTAHHA pe3y/IbTaTiB
OpraHaMy Jep)KaBHOI BJIaJM Ta PeryIATOpaMi JJL1 BIOCKOHA/ICHHA IOJITUKY Y cdepi rpanbHOro OisHecy

Knto4voBi cnoBa: rpanpumit 6i3uec Ykpainy; nudposisarisy; gep)kaBHe peryToBaHHs;; OH/IAH-TeMOTiHT; eKOHOMIYHe
perynroBaHHA
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Abstract. The relationship between economic globalisation and sustainable development has been extensively studied,
yet the moderating role of institutional quality in this nexus remains insufficiently explored. The purpose of this study
was to estimate the interaction between de jure economic globalisation and governance quality on the aggregate
Sustainable Development Goals Index Score for 172 countries over 2001-2023. The analysis employed pooled OLS with
interaction terms between the KOF Economic Globalisation de jure index and the Worldwide Governance Indicators,
complemented by marginal effects analysis using the delta method and income-group disaggregation. The baseline
results confirmed that both economic globalisation (de jure) and governance quality independently and significantly
promote sustainable development. The central finding is a significant negative interaction between globalisation and
governance (f=-0.047, p=0.027): the marginal effect of economic openness on SDG performance is strongest in
countries with weak institutions (0.185 at WGI=-1.5) and diminishes as governance improves, becoming statistically
insignificant above WGI = +1.5. This substitution pattern holds for rule of law, control of corruption, and government
effectiveness, though not for regulatory quality. In a robustness check, de facto economic globalisation shows no
independent significance when included alongside de jure measures. Income-group analysis confirmed that the direct
globalisation effect is largest for low-income economies, while the interaction term remains consistently negative
across all groups. The findings suggest that economic openness serves as a partial substitute for domestic institutional
capacity in driving development outcomes, with the strongest policy implications for countries where governance
deficits constrain development progress. Policy recommendations emphasise the need for complementary reforms
combining trade liberalisation with targeted institutional strengthening to maximise development impact across the
income spectrum. The findings have practical implications for developing countries, where economic liberalisation
can deliver development gains even before comprehensive governance reforms are achieved, and for international
organisations designing conditionality frameworks that currently treat trade openness and institutional reform as
independent reform tracks
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INTRODUCTION

The question of whether economic globalisation pro-
motes or hinders sustainable development has emerged
as one of the most pressing challenges facing the global
community in the post-pandemic era. The unprecedented
disruptions caused by COVID-19, supply chain fragmen-
tation, and rising geopolitical tensions have intensified
debates on the merits and risks of economic openness. At
the same time, the 2030 Agenda for Sustainable Develop-
ment requires accelerated progress across the economic,
social, and environmental dimensions, making it essential
to understand the conditions under which globalisation
contributes to or detracts from achieving the Sustaina-
ble Development Goals (SDGs). Given that progress on
the SDGs has stagnated globally since 2020, identifying
the institutional conditions that channel globalisation to-
wards sustainable outcomes is of paramount importance
for both scholars and policymakers.

Institutional quality has long been recognised as a
fundamental determinant of economic performance.
D. Acemoglu & J.A. Robinson (2012) demonstrated that
inclusive institutions are the primary driver of long-term
prosperity, while D.C. North (1990) established the foun-
dational framework linking institutional change to eco-
nomic performance. The empirical literature on globalisa-
tion, comprehensively surveyed by A. Dreher (2006) and
N. Potrafke (2015), established that the KOF (Konjunktur-
forschungsstelle) Globalisation Index is a robust predictor
of economic outcomes, although the effects vary across
institutional contexts. Several recent studies have investi-
gated the relationship between globalisation and sustaina-
ble development. H.N. Chuong et al. (2025) examined the
impact of globalisation, renewable energy, and labour on
sustainable development across 104 countries using the
pooled mean group (PMG) estimator, and found a positive
long-run association between the aggregate KOF Globali-
sation Index and the SDG Index Score, with the effect being
more pronounced in higher-income economies. K. Elefthe-
riou et al. (2024) applied club convergence analysis to de-
veloped and developing countries and demonstrated that
countries converge to different sustainable development
clubs, with globalisation serving as a key determinant of
club membership. O. Gasimli et al. (2022) evaluated the
economiic, political, and social dimensions of globalisation
in nine Commonwealth of Independent States (CIS) coun-
tries from 2000 to 2019 using the Fully Modified Ordinary
Least Squares (FMOLS) method, and concluded that eco-
nomic and political globalisation exerted a positive and sig-
nificant effect on sustainable development.

The role of institutional quality in mediating the effects
of economic openness has also been explored. The ten-
sion between the optimistic view of trade-led development
(Bhagwati & Srinivasan, 2002) and the critique of globali-
sation as a source of inequality (Stiglitz, 2002) remains cen-
tral, while the evidence on trade liberalisation and poverty
remains mixed. N. Chen et al. (2025) conducted a com-
prehensive review of the impacts of international trade on

sustainable development and emphasised that trade alone
is insufficient without complementary governance frame-
works. L. Barros & I. Martinez-Zarzoso (2022) performed
a systematic literature review on trade liberalisation and
sustainable development and identified institutional qual-
ity as a key moderator that can either amplify or dampen
the developmental effects of trade. PH. Leal et al. (2021)
investigated the role of de jure and de facto globalisation on
environmental performance and showed that the environ-
mental outcomes of globalisation depend critically on the
regulatory and institutional setting of the receiving coun-
try. Despite these advances, no existing study has examined
how governance quality interacts with economic globalisa-
tion to shape multidimensional SDG performance, using a
formal interaction model with the de jure/de facto decom-
position of the KOF Economic Globalisation Index. This
gap is particularly important because policy debates on
trade liberalisation and institutional reform typically treat
these as independent reform tracks, whereas their comple-
mentarity or substitution has direct implications for the se-
quencing and design of development strategies.

The aim of this study was to assess the interaction
between de jure economic globalisation and governance
quality, as measured by the Worldwide Governance In-
dicators (WGI), in relation to the aggregate SDG Index
Score for 172 countries over the period 2001-2023. The
study contributed to the literature by: applying a formal
interaction framework to a multidimensional SDG per-
formance measure rather than GDP alone; leveraging the
de jure/de facto decomposition of the KOF Economic
Globalisation Index to isolate the policy architecture of
economic openness from actual trade and capital flows;
disaggregating the moderating effect by governance di-
mension and income group.

LITERATURE REVIEW
The theoretical foundations of the globalisation-devel-
opment relationship rest on trade theory, institutional
economics, and the sustainable development paradigm.
Standard trade theory predicts that openness gener-
ates efficiency gains through comparative advantage and
technology transfer (Winters et al.,, 2004), whereas in-
stitutional economics emphasises that the realisation of
these gains depends on the quality of domestic institu-
tions (Rodrik et al., 2004). The sustainable development
framework extends this analysis beyond GDP growth to
encompass social inclusion, environmental sustainability,
and governance effectiveness, as captured by the SDG In-
dex (Sachs et al., 2024). The empirical literature on globali-
sation and growth has evolved through three generations.
Early work using aggregate openness measures found gen-
erally positive effects (Dollar & Kraay, 2004). The second
generation, following A. Dreher (2006) and the original
KOF Globalisation Index, introduced multidimensional
measures that distinguish economic, social, and politi-
cal globalisation and enabled researchers to test which
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dimensions matter most. The third and current generation
exploits the de jure/de facto decomposition of S. Gygli et
al. (2019), enabling researchers to separate policy intent
from observed outcomes. H. Bataka (2019) found that de
jure economic globalisation drives growth in Sub-Saha-
ran Africa more effectively than de facto measures, while
P.H. Leal et al. (2021) applied the decomposition to envi-
ronmental performance across the EU.

The role of institutional quality as a moderator of the ef-
fects of globalisation has been explored in specific contexts.
In aseminal study, D. Rodrik et al. (2004) argued that institu-
tions “trump” trade and geography in explaining cross-coun-
try income differences. R. Chang et al. (2009) demonstrat-
ed that the growth effect of trade openness is conditional
on institutional quality, finding positive complementarity:
openness yields larger growth dividends in well-governed
economies. J. Bhagwati & T.N. Srinivasan (2002) provided
theoretical arguments for why governance quality deter-
mines whether trade liberalisation leads to immiserising or
enriching growth. However, these studies predate both the
SDG framework and the KOF de jure/de facto decomposi-
tion, limiting their applicability to the contemporary policy
context. The direct application of globalisation indices to
SDG performance is a recent development. H.N. Chuong et
al. (2025) used pooled mean group estimation across 104
countries, finding a positive long-run association between
the overall KOF index and the SDG Index Score. K. Eleft-
heriou et al. (2024) applied club convergence analysis, iden-
tifying distinct convergence clubs among 149 countries in
their SDG performance trajectories. J.D. Sachs et al. (2024)
documented the persistent “SDG gap” between high-income
and developing countries, noting that progress has stalled
since 2020. Yet none of these studies has tested whether
the globalisation-SDG relationship depends on the insti-
tutional environment, nor have they exploited the de jure/
de facto distinction at the level of economic dimensions.

Two competing theoretical mechanisms have been
proposed to explain the interaction between institutions
and trade openness. The “complementarity” hypothesis,
rooted in D. Acemoglu & J.A. Robinson (2012), holds that
strong institutions amplify the benefits of openness by
providing the rule of law, contract enforcement, and reg-
ulatory predictability, enabling firms to capture gains from
international exchange. Under this view, one would expect
a positive interaction term. Conversely, the “substitution”
hypothesis holds that in countries with weak domestic in-
stitutions, international economic engagement can serve
as an external disciplinary mechanism: the competitive
pressures of trade, the conditionality of investment trea-
ties, and the reputational incentives of international agree-
ments partially substitute for weak domestic governance,
as J.E. Stiglitz (2002) argues. Under this view, one would
expect a negative interaction term, with globalisation hav-
ing a greater effect where governance is weakest. Empirical
evidence on whether institutions and openness are com-
plements or substitutes remains inconclusive. R. Chang et
al. (2009) found complementarity between GDP growth

and trade, whereas D. Dollar & A. Kraay (2004) found that
trade benefits the poor regardless of institutional quali-
ty. Recent synthesis work suggests that the sustainability
implications of economic globalisation - often operating
through international trade and liberalisation channels -
are highly heterogeneous and context-dependent, with re-
sults varying by sectoral structure and the accompanying
institutional and regulatory environment. Accordingly, av-
erage linear estimates can yield mixed or even contradicto-
ry conclusions, motivating empirical designs that explicitly
allow for conditional (and potentially nonlinear) relation-
ships (Bhagwati & Srinivasan, 2002; Stiglitz, 2002).

This study helped clarify the debate by: applying an
interaction framework to a multidimensional SDG per-
formance measure rather than GDP alone; leveraging a
de jure/de facto decomposition of economic openness
to isolate the role of the policy architecture. This design
enables testing whether - and under which institutional
conditions - international economic integration trans-
lates into broader sustainable development outcomes. The
evolving policy context underscores the importance of this
investigation. The United Nations Conference on Trade
and Development (UNCTAD, 2024) has emphasised that
trade alone is insufficient to achieve the SDGs and that
accompanying institutional reforms are necessary. The
World Trade Organization (2018) has similarly advocated
mainstreaming trade into the SDG agenda, calling for ev-
idence on how trade policy instruments interact with do-
mestic governance structures. The present study directly
addressed this policy demand by quantifying the govern-
ance threshold below which economic openness yields its
strongest developmental effects.

MATERIALS AND METHODS

The analysis drew on four data sources covering 208 coun-
tries from 2000 to 2023. The dependent variable was the
SDG Index Score from the Sustainable Development Re-
port (Sachs et al., 2024), which aggregated country-lev-
el performance across all 17 SDGs on a 0-100 scale using
equal weights and geometric means. This composite in-
dicator has become the standard measure of multidimen-
sional sustainable development performance in compara-
tive literature. The initial dataset covered 208 countries for
which at least one variable was available. After applying
listwise deletion for missing observations, the estimation
sample comprised 172 countries with complete data for all
variables over the period 2001-2023 (the SDG Index Score
was first published for the year 2000, but the first available
KOF data with one-year lag corresponded to 2001). The
choice of the end year (2023) was determined by the most
recent available release of the Sustainable Development Re-
port (Sachs et al., 2024) and the KOF Globalisation Index
at the time of analysis.

The key independent variable was the KOF Econom-
ic Globalisation de jure index from the ETH Zurich KOF
Swiss Economic Institute (Gygli et al., 2019). This index
captured the policy architecture of economic openness
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across two sub-dimensions: trade globalisation de jure
(trade regulations, tariffs, trade taxes, and trade agreement
depth) and financial globalisation de jure (investment re-
strictions, capital account openness, and international in-
vestment agreements). The index ranged from 0 to 100,
with higher values indicating greater policy openness. The
de facto counterpart, which measures actual trade and cap-
ital flows, is used as a robustness check.

Institutional quality was measured using the Worldwide
Governance Indicators (Kaufmann et al., 2010), comprising
six dimensions: voice and accountability, political stability,
government effectiveness, regulatory quality, rule of law,
and control of corruption. Each dimension was standard-
ised with a mean near zero and standard deviation near uni-
ty, with higher values indicating better governance. A com-
posite governance indicator was formed as the unweighted
arithmetic mean of these six dimensions and four individ-
ual dimensions (regulatory quality, rule of law, control of
corruption, government effectiveness) were examined as
separate moderators. Control variables included the natu-
ral logarithm of GDP per capita in PPP (Purchasing Pow-
er Parity) terms and the natural logarithm of population,
both sourced from the World Development Indicators (The
World Bank, n.d.). All independent variables were lagged
one year to mitigate simultaneity bias. The final estimation
sample comprised 3,756 country-year observations from
172 countries for 2001-2023, after accounting for lags and
missing values. The data were obtained from open interna-
tional databases: SDG Index Score (Sachs et al., 2024), KOF
Index (Gygli et al., 2019), WGI (Kaufmann et al., 2010),
WDI (World Bank, 2024). The baseline specification was:

SDGi’t = a + BlKOFdjl’,t—l +
+ B WGl —1 + y'Xie g + &, 1)

where SDG,, is the SDG Index Score for country i in year
KOF,; is the KOF Economic de jure index; WGI is the govern-
ance indicator; and X is a vector of controls (In GDP per cap-
ita, In population). The interaction model extends equation:

SDGi,t = a + ﬁlKOFdji,f—l + ﬁZWGIi,t +
+Bs(KOFy; x WGI), =1+ Xieq+e  (2)

where the coefficient 3, captured the moderating effect of
governance on the globalisation-SDG relationship. A sig-
nificant negative 3, indicates that the marginal effect of
globalisation diminishes as governance improves (substi-
tution), while a positive 3, indicates complementarity. The
marginal effect of globalisation at any governance level was
computed as dSDG/I0KOF = 3, + 8, x WGI, with standard
errors obtained via the delta method (Ai & Norton, 2003).
All models used standard errors clustered at the country
level to account for within-country serial correlation. All
estimations were performed in Python 3.12 using the stats-
models library (Seabold & Perktold, 2010), with clustered
standard errors computed via the HC1 sandwich estimator.

RESULTS AND DISCUSSION
This section presented the empirical results of the study. The
analysis proceeded in four stages: first, descriptive statistics
were examined; second, the core Ordinary Least Squares
(OLS) regression models with the interaction term were es-
timated; third, marginal effects were computed at different
governance levels and visualised; and fourth, the interaction
was disaggregated by governance dimension and income
group. The section concluded with a discussion compar-
ing the findings with the recent literature. Table 1 presents
the descriptive statistics for all variables included in the
analysis across the 172 countries in the estimation sample.

Table 1. Descriptive statistics

Variable N Mean SD Min Q25 Median Q75 Max
SDG Index Score 4,992 64.115 10.732 34.809 55.716 64.797 72.16 87.099
KOF Economic de jure 4,176 54.411 19.679 11.394 39.156 53.232 70.644 96.549
KOF Economic de facto 4,351 57.9 16.804 12.833 44818 58.817 70.539 98.357
Governance (WGI composite) 4,430 -0.058 0.914 -2.41 -0.728 -0.191 0.626 1.947
Regulatory Quality 4,352 -0.079 0.986 -2.548 -0.773 -0.201 0.628 2.309
Rule of Law 4,427 -0.073 0.992 -2.591 -0.83 -0.218 0.661 2.125
Control of Corruption 4,363 -0.07 0.998 -1.97 -0.822 -0.303 0.575 2.459

Government Effectiveness 4,351 -0.071 0.991 -2.44 -0.788 -0.204 0.581 2.47
In GDP per capita (PPP) 4,426 9.394 1.166 6.555 8.469 9.488 10.329 11.889
In population 4,632 15.523 2.217 9.164 14.413 15.842 17.048 21.087

Source: compiled by the authors based on D. Kaufmann et al. (2010), S. Gygli et al. (2019), ].D. Sachs et al. (2024), The World Bank (n.d.)

The SDG Index Score ranged from 34.81 to 87.10 with
a mean of 63.83 and a standard deviation of 11.05, reflect-
ing substantial cross-country heterogeneity. The interquar-
tile range (55.86-72.27) indicates that the middle half of the
distribution spans approximately 16 points, with develop-
ing countries clustered below the median and OECD mem-
bers above it. The KOF Economic de jure index shows even
greater variation (11.39-96.55, SD = 22.12), indicating that

countries span the full spectrum from highly protection-
ist to fully liberalised policy frameworks. The governance
indicators are centred near zero with standard deviations
close to unity, consistent with their standardised construc-
tion. The bivariate correlation between KOF Economic de
jure and the SDG Index is 0.711, while the correlation be-
tween WGI composite and the SDG Index is 0.729, sug-
gesting that both dimensions are substantially associated
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with development outcomes. The correlation between KOF
de jure and the WGI composite is 0.697, raising a potential
multicollinearity concern, which is addressed through the
interaction specification and variance inflation factor diag-
nostics. Table 2 presents the core regression results across

four model specifications: baseline (Model 1), interaction
(Model 2), extended with de facto globalisation (Model 3),
and de facto only (Model 4). All models included lagged
controls for log GDP per capita and log population, with
standard errors clustered at the country level.

Table 2. OLS estimates: Baseline, interaction, and robustness models

Variable (1) P 2) P 3) p (4) P
KOF Econ. de jure (L) 0.1071%* <0.001 0.1140*** <0.001 0.1087*** <0.001 - -
KOF Econ. de facto (L) - - - - 0.0138 0.683 0.0443 0.186
Governance (WGI) (L) 3.3637%** <0.001 6.1555%** <0.001 6.18374** <0.001 6.3870*** <0.001
KOF dj x WGI (L) - - -0.0473** 0.027 -0.0478** 0.025 - -
KOF dfx WGI (L) - - - - - - -0.0348 0.231
In GDP p.c. (L) 4.0617*** <0.001 3.9899*** <0.001 3.9442%** <0.001 4.5226*** <0.001
In population (L) 0.4000* 0.075 0.5012** 0.023 0.5561** 0.028 0.8032*** <0.001
R2 0.696 0.702 0.702 0.688
N 3,756 3,756 3,756 3,756

Note: ***, **,* — denote significance at 1%, 5%, 10% levels. Standard errors clustered at country level. (L) — one-year lag. Models (1)-(3)

include KOF de jure; Model (4) replaces it with KOF de facto
Source: authors’ calculations based on formulas 1-2

The baseline model (column 1) confirmed that both
economic globalisation de jure (f =0.107, p <0.001) and
governance quality (P =3.364, p < 0.001) independent-
ly and significantly promote SDG performance, con-
trolling for income and population size. A one-point in-
crease in the KOF Economic de jure index is associated
with a 0.107-point improvement in the SDG Index, while
a one-standard-deviation improvement in governance
quality corresponds to a 3.4-point gain. Given that the
interquartile range of the SDG Index is approximate-
ly 16 points, these effects are economically meaning-
tul. GDP per capita is the strongest predictor (B =4.062,
p <0.001), which is expected given the well-documented
income - development nexus. The model explains 69.6%
of the cross-country variation in SDG performance. The
interaction model (column 2) revealed a significant neg-
ative interaction term (B, =-0.047, p =0.027), indicating
that the marginal effect of economic openness on SDG
performance diminishes as governance quality improves.
This finding contradicts the complementarity hypothesis
of R. Chang et al. (2009), who found that trade openness
yields larger growth dividends in well-governed econo-
mies, and instead supports a substitution interpretation.
The divergence may be explained by two factors: first, the
present study uses the multidimensional SDG Index rather
than GDP growth alone, capturing development dimen-
sions (health, education, environment) that may respond
differently to openness; second, the focus on de jure rather
than aggregate globalisation isolates the regulatory chan-
nel through which substitution is theoretically expected to

operate. The inclusion of the interaction term raises the R2
to 0.702, an improvement of 0.6 percentage points, which,
while modest, is consistent with the expectation that the
interaction captures a refinement of the main effects rather
than a fundamentally new source of variation.

Column 3 introduces de facto economic globalisa-
tion alongside the de jure measure and its governance in-
teraction. The de facto coefficient is small and statistically
insignificant (0.014, p = 0.684), while the de jure coeffi-
cient (0.109, p < 0.001) and the interaction term (-0.048,
p =0.025) remain essentially unchanged. This confirmed
that the moderating relationship operates through the pol-
icy architecture of openness — trade regulations, capital
account rules, and investment agreements — rather than
through actual trade and capital flows. Column 4 estimates
the interaction model using only de facto globalisation:
neither the main effect (0.044, p=0.187) nor the interaction
(-0.035, p=0.231) achieves significance, and the R? drops
to 0.688. This contrast reinforces the theoretical expecta-
tion that it is the institutional commitment embedded in de
jure liberalisation, not the market outcome of higher trade
volumes, that interacts with domestic governance quality.
The finding echoes H. Bataka (2019), who showed that de
jure economic globalisation matters more for growth in
Sub-Saharan Africa, and extends this pattern to the mul-
tidimensional SDG framework across 172 countries. Ta-
ble 3 presented the marginal effects of de jure economic
globalisation on the SDG Index computed from Model
(2) at different levels of governance quality, ranging from
WGI=-1.5to WGI=+1.5.

Table 3. Marginal effect of economic globalisation (de jure) at different governance levels

WGI level Marginal effect SE (delta) t-statistic p-value
-1.5 0.1850*** 0.0484 3.818 <0.001
-1.0 0.1613*** 0.0404 3.997 <0.001
-0.5 0.1377%%* 0.0337 4.080 <0.001
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Table 3. Continued

WGI level Marginal effect SE (delta) t-statistic p-value
+0.0 0.1140%** 0.0296 3.850 <0.001
+0.5 0.0904*** 0.0290 3.111 0.0019
+1.0 0.0667** 0.0322 2.070 0.0385
+1.5 0.0431 0.0382 1.126 0.2601

Note: marginal effects computed from Model (2) as dSDG/0KOF = f3, + 8, x WGI. Standard errors via delta method

Source: authors’ calculations based on formulas 1-2

Table 3 and Figure 1 present the marginal effects anal-
ysis, which quantifies how the development dividend of
economic openness varies with governance quality. The
marginal effect is positive and highly significant at all
governance levels from WGI =-1.5 to WGI = +1.0, declin-
ing monotonically from 0.185 (p <0.001) at the weakest
governance levels to 0.067 (p =0.039) at WGI = +1.0. At
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WGI = +1.5, the effect becomes statistically indistinguisha-
ble from zero (0.043, p=0.260). The computed threshold at
which the marginal effect equals zero is WGI = +2.41, well
above the sample maximum of +1.95, indicating that the
effect of economic openness on SDG performance is posi-
tive throughout the observed governance range, albeit with
sharply declining magnitude.

Effect becomes
insignificant

15 1.0 0.5

0.0 0.5 1.0 1.5

Governance Qualify (WGI compoéite)

Figure 1. Marginal effect of economic globalisation (de jure) on SDG Index at different governance levels
Note: the shaded area represents 95% confidence interval; larger markers indicate significance at the 5% level

Source: authors’ calculations based on Model (2)

Figure 1 visually confirmed the substitution pattern
identified in the regression analysis. The marginal effect of
de jure economic globalisation on the SDG Index decreased
monotonically as the composite WGI governance score in-
creased from -1.5 (characteristic of fragile states) to +1.5
(characteristic of advanced OECD economies). The shad-
ed 95% confidence interval crossed zero at approximately
WGI =+1.3, indicating that the positive effect of economic
openness became statistically insignificant for countries
with governance quality above this threshold. This pattern
was consistent with the substitution hypothesis.

The economic interpretation is as follows. At the
lowest governance levels (WGI = -1.5, characteristic of
fragile states), a 10-point increase in the KOF de jure

index corresponds to an improvement of 1.85 points in
the SDG Index. At the global mean (WGI = 0), the same
policy shift yields 1.14 points. At WGI = +1.0 (typical of
upper-middle and lower-tier high-income countries), the
gain shrinks to 0.67 points and is only marginally signifi-
cant. This declining gradient implies that in institutional-
ly weak environments, the discipline imposed by de jure
economic openness — through trade agreement obliga-
tions, investment treaty disciplines, and tariff bindings -
partially compensates for domestic governance deficits.
As domestic institutions strengthen, this compensatory
role diminishes because the functions that international
economic engagement provides externally (predictability,
competition, accountability) are increasingly supplied by
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domestic governance structures. Table 4 disaggregates the
interaction effect by individual governance dimension.
Each row represented a separate regression in which the

composite WGI was replaced by one of four dimensions:
regulatory quality, rule of law, control of corruption, and
government effectiveness.

Table 4. Interaction effects by governance dimension

WGI dimension KOF dj p WGI dim. P KOF x WGI P R2
Regulatory quality 0.1327%** <0.001 3.9930%** 0.004 -0.0361 0.103 0.681
Rule of law 0.1300%** <0.001 5.2805%** <0.001 -0.0499** 0.010 0.693
Control of corruption 0.1545*** <0.001 5.6090*** <0.001 -0.0619*** 0.003 0.692
Government effectiveness 0.1339%** <0.001 6.1330*%** <0.001 -0.0558*** 0.005 0.698

Note: each row is a separate regression with controls (In GDP p.c., In population, both lagged); country-clustered SE

Source: authors’ calculations based on formulas 1-2

Table 4 and Figure 2 disaggregate the interaction
by governance dimension. The negative moderating
effect is statistically significant for three of the four
dimensions examined: control of corruption (-0.062,
p=0.003), government effectiveness (-0.056, p=0.005),
and rule of law (-0.050, p =0.010). The interaction with
regulatory quality is negative but fails to reach conven-
tional significance (-0.036, p =0.103). This ordering is
theoretically coherent. Control of corruption exhib-
its the strongest interaction, suggesting that anti-cor-
ruption capacity is the institutional dimension most

Il Significant (p < 0.05)

Regulatory Quality 4

Rule of Law -

Control of Corruption -

Government Effectiveness 4

consequential for determining whether economic open-
ness translates into development progress. Corruption
acts as a direct tax on economic transactions, distort-
ing resource allocation, increasing transaction costs,
and deterring foreign investment. In environments with
weak corruption control, the competitive pressures in-
troduced by de jure openness - such as exposure to in-
ternational standards, supply chain requirements, and
reputational incentives — can partially bypass domestic
rent-seeking intermediaries, thereby substituting for
weak anti-corruption institutions.

Not significant (p > 0.05)

-0.0363 (n.s.)
-0.0500 (**)
-0.0620 (*+*)

-0.0559 (*¥+*)

-0.06 -0.04

~0.02 0.00 0.02

Interaction coefficient (KOF Economic de jure X WGI dimension)

Figure 2. Interaction coefficients by governance dimension (KOF Economic de jure x WGI)

Source: authors’ calculations based on Table 4

Figure 2 illustrates the heterogeneity in the interaction
coeflicients across governance dimensions. The bars repre-
sented the point estimates of the KOF de jure x WGI inter-
action coeflicient for each governance dimension. Control
of corruption exhibited the largest negative interaction
coeflicient (-0.062), followed by government effectiveness
(-0.056) and rule of law (-0.050), all of which were statisti-
cally significant. Regulatory quality showed a smaller and
statistically insignificant interaction coeflicient (-0.036,
p=0.103), suggesting that this dimension did not moderate
the globalisation-SDG relationship. The significance of the
rule of law as a moderator can be interpreted through the
lens of contract enforcement. International trade and in-
vestment require credible commitments to property rights
and contractual obligations. In countries with strict rule of
law, these guarantees are provided by domestic institutions,
making the additional disciplinary effect of international

economic engagement less consequential. In countries with
weak rule of law, the enforcement mechanisms embedded
in international trade agreements, bilateral investment
treaties, and the WTO dispute settlement system serve as
partial substitutes, providing external credibility that fa-
cilitates economic transactions conducive to development.
This interpretation is consistent with the broader institu-
tional literature (North, 1990; Rodrik et al., 2004).

The insignificance of regulatory quality as a moder-
ator deserves specific attention. This may reflect partial
conceptual overlap between the regulatory quality dimen-
sion of the WGI (which captures the government’s ability
to formulate and implement sound policies that enable
and promote private-sector development) and the KOF
Economic de jure index (which includes trade regulatory
barriers and investment restrictions). When both are en-
tered simultaneously, their interaction may attenuate the
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interaction coefficient. This interpretation is supported
by the observation that the correlation between regula-
tory quality and KOF Economic de jure (r=0.72) is the
highest among all WGI dimensions, exceeding those for
rule of law (r =0.68) and control of corruption (r=0.64).
Researchers should therefore exercise caution when

simultaneously including regulatory quality and de jure
globalisation measures in interaction specifications. Ta-
ble 5 presents the results of the interaction model estimat-
ed separately for each World Bank income group: low-in-
come, lower-middle-income, upper-middle-income, and
high-income countries.

Table 5. Interaction model by World Bank income group

Income group | KOF dj P WGI P KOF x WGI P In GDP P N
Low 0.1167*** <0.001 5.7716*** <0.001 -0.0400* 0.064 3.7931%** <0.001 680

Lower-Middle | 0.1099%** <0.001 6.2699*** <0.001 -0.0510** 0.017 4.0457%** <0.001 1,026

Upper-Middle | 0.1133*** <0.001 6.5546*** <0.001 -0.0496** 0.026 3.7964*** <0.001 1,026
High 0.0972%** 0.003 6.8447%** <0.001 -0.0470** 0.042 3.7289%** <0.001 1,024

Note: each row is a separate regression; country-clustered SE (Standard Error); controls: In GDP p.c., In population (both lagged)

Source: authors’ calculations based on formulas 1-2

Table 5 disaggregated the interaction model by World
Bank income group. The direct effect of economic glo-
balisation was largest for low-income economies (0.117,
p <0.001) and smallest for high-income economies (0.097,
p = 0.003), with lower-middle (0.110) and upper-middle
(0.113) income groups occupying intermediate positions.
This pattern is broadly consistent with diminishing mar-
ginal returns to openness: countries at lower development
levels, which typically have more restrictive trade regimes
and lower initial integration, gain proportionally more from
each additional unit of policy liberalisation. This result cor-
roborates the findings of D. Dollar & A. Kraay (2004), who
documented that trade openness benefits lower-income
countries disproportionately, and extends this finding from
GDP growth to multidimensional sustainable development.

The direct governance effect increased monotonically
from low-income (5.412) to high-income (6.869), reflect-
ing the greater institutional depth and broader scope of
governance influence in wealthier countries. This gradient
may also reflect that higher-income countries have more
complex institutional architectures, encompassing not
only basic regulatory functions but also advanced mech-
anisms such as independent judiciaries, antitrust enforce-
ment, and environmental regulation, all of which con-
tribute to the SDG Index through multiple channels. The
interaction coefficients were consistently negative across
all income groups, ranging from -0.040 in low-income to
-0.051 in lower-middle-income countries. In the low-in-
come subsample, the interaction is marginally significant
(p =0.064), which likely reflects the smaller sample size
(N =680) and greater within-group heterogeneity rather
than a genuinely different mechanism. The consistency of
the negative sign across all four groups provides strong
evidence that the substitution pattern is a universal phe-
nomenon rather than one confined to a specific develop-
ment stage. This finding is particularly relevant for policy:
it implies that the governance-globalisation substitution
operates at all levels of the income distribution, meaning
that countries at every stage of development can derive ad-
ditional SDG benefits from economic openness when their
domestic governance is relatively weak.

The findings of this study were compared with a broad
range of recent empirical works that examined the relation-
ship between globalisation, institutional quality, and sus-
tainable development outcomes. H.N. Chuong et al. (2025)
reported a positive long-run association between the ag-
gregate KOF Globalisation Index and SDG performance,
using pooled mean-group estimation across 104 countries.
The present study confirmed this positive direct effect for
the de jure component specifically (f =0.114, p <0.001),
but extended the analysis by showing that this effect was
conditional on governance quality. While H.N. Chuong et
al. (2025) did not include an interaction term, the substitu-
tion pattern identified in the present study suggested that
their aggregate positive effect likely masked significant het-
erogeneity across institutional contexts.

K. Eleftheriou et al. (2024) applied club convergence
techniques to SDG scores and demonstrated that coun-
tries converge to different sustainable development clubs,
with globalisation as a key driver of club membership. The
present findings complemented their work by identifying
a specific mechanism through which convergence may be
impeded: in countries with strong governance, additional
globalisation yielded diminishing SDG returns, potentially
contributing to the formation of distinct convergence clubs.
O. Gasimli et al. (2022) evaluated the economic, political,
and social dimensions of globalisation in nine CIS coun-
tries from 2000 to 2019 using FMOLS estimation. Their
results indicated that economic and political globalisation
exerted a positive and significant effect on sustainable de-
velopment. The present study corroborated the positive di-
rect effect of economic globalisation but revealed that this
effect was moderated by institutional quality - a dimension
not examined by O. Gasimli et al. (2022).

Scientists L. Barros & I. Martinez-Zarzoso (2022)
conducted a systematic literature review on trade liberali-
sation and sustainable development and identified institu-
tional quality as one of the key contextual factors shaping
outcomes. Their qualitative synthesis suggested a comple-
mentarity between openness and institutions. In contrast,
the present quantitative analysis found evidence of sub-
stitution rather than complementarity, indicating that the
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marginal benefit of economic openness decreased as gov-
ernance quality improved. N. Chen et al. (2025) provided
a comprehensive review of international trade impacts on
sustainable development and emphasised that trade alone
was insufficient to achieve the SDGs without supportive
governance frameworks. The present findings support-
ed this conclusion by showing that the marginal effect of
trade policy openness (de jure KOF) diminished and be-
came statistically insignificant at higher governance levels
(WGI = +1.5), suggesting that well-governed countries de-
rived their SDG gains primarily from institutional channels
rather than from additional liberalisation.

Researcher PH. Leal et al. (2021) investigated the
role of de jure and de facto globalisation on environ-
mental performance using the KOF decomposition and
found that de jure globalisation had a stronger environ-
mental impact than de facto globalisation. The present
study observed a parallel pattern for the broader SDG
Index: de jure economic globalisation was significant
and positive, whereas de facto globalisation was small
and statistically insignificant, reinforcing the importance
of the policy architecture of openness over actual trade
and capital flows. H. Bataka (2019) examined de jure and
de facto globalisation and economic growth in Sub-Sa-
haran Africa and found that de jure globalisation pro-
moted growth while de facto globalisation did not. The
income group analysis in the present study extended this
finding to the multidimensional SDG framework: the di-
rect effect of de jure openness was largest for low-income
economies (f=0.117), consistent with H. Bataka (2019)
results, while the substitution effect was weakest in this
group, indicating that governance reforms and trade
liberalisation could proceed as parallel strategies in the
poorest countries. Finally, UNCTAD (2024) emphasised
that trade policies should be integrated into broader de-
velopment and institutional frameworks to achieve sus-
tainable outcomes. The substitution pattern identified
in the present study provides quantitative support for
this policy position, as at high levels of governance, ad-
ditional economic openness does not lead to statistical-
ly significant improvements in SDG achievement. This
suggests that well-governed countries should prioritise
deepening institutional quality rather than pursuing fur-
ther economic liberalisation.

CONCLUSIONS
This study provided the first systematic analysis of how
institutional quality moderates the relationship between
economic globalisation and multidimensional sustainable
development performance. Using pooled OLS with inter-
action terms on a panel of 172 countries over 2001-2023,
with country-clustered standard errors and delta-method
marginal effects, three principal findings emerge. First,
de jure economic globalisation and governance quality
both independently and significantly promote SDG per-
formance, with governance exerting the larger marginal
effect in standardised terms. When de facto globalisation

is introduced alongside de jure measures, it shows no in-
dependent significance, confirming that the policy archi-
tecture of economic openness — trade regulations, invest-
ment treaties, and capital account rules — matters more
than actual flows for aggregate development outcomes.
Second, governance negatively moderates the globalisa-
tion-development relationship, indicating a substitution
rather than complementarity pattern. The marginal effect
of economic openness on SDG performance is strongest
in countries with weak governance (0.185 at WGI =-1.5)
and diminishes as institutions improve, becoming insig-
nificant around WGI = +1.5. This suggests that in institu-
tionally weak environments, the competitive discipline,
technology transfer, and institutional signalling associat-
ed with economic liberalisation partially compensate for
domestic governance deficits. Third, the moderating effect
operates primarily through control of corruption, rule of
law, and government effectiveness, while regulatory qual-
ity does not significantly moderate the relationship. The
interaction is consistently negative across all World Bank
income groups, confirming the universality of the substi-
tution mechanism. The policy implications summarised
above followed directly from the empirical results pre-
sented in the preceding sections. For developing countries
with weak institutions, the positive and significant mar-
ginal effect of economic openness at low governance lev-
els indicated that liberalisation could deliver development
gains. For advanced economies, the insignificant marginal
effect at high governance levels suggested that institutional
deepening, rather than additional openness, should be the
priority. For international organisations, the substitution
pattern implied that conditionality frameworks should
treat trade openness and institutional reform as interrelat-
ed, not independent, policy instruments.

Several limitations should be acknowledged. The
pooled OLS specification, while appropriate for identify-
ing cross-country associations, does not fully control for
time-invariant unobserved heterogeneity. Country fixed
effects were not employed because the primary variation
of interest is cross-sectional (across countries with differ-
ent institutional quality levels), and within-country var-
iation in the KOF de jure index is relatively limited over
the 23-year sample period. Future research could employ
instrumental-variable approaches (e.g., using legal origin
or colonial history as instruments for institutional qual-
ity) or dynamic panel methods, such as system GMM,
to address potential endogeneity. Additionally, disaggre-
gating the SDG Index into individual goals would reveal
whether the substitution mechanism operates uniformly
across economic (SDGs 8, 9), social (SDGs 1, 3, 4), and
environmental (SDGs 12, 13, 15) dimensions of sustaina-
ble development. Future research should also explore the
temporal dynamics of the substitution mechanism. It is
plausible that economic openness serves as a short-run
substitute for governance quality, providing immediate
discipline and competitive pressure, but that long-run
sustainable development requires eventual institutional
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AHOTAaLifl. B3aeM03B 130K Mi’k €KOHOMIYHOIO I7106a1i3aIli€lo Ta CTaIMM PO3BUTKOM IMMPOKO HOCTIIKEHNIA, OfTHAK
PpOJb iHCTUTYLIMTHOI AKOCTI AK MOJIepaToOpa B IIbOMY KOHTEKCTi 3a/IMIIAEThCA HEJOCTaTHLO BUBYEHOI0. MeTOo0 I1boro
TOCTiI>KeHH 6Y/I0 OLIHUTY B3aEMOJIII0 MX Je-I0pe eKOHOMIYHOIO0 I7106aTi3ali€ero Ta AKiCTIO yIpaB/IiHHA 3a 3ara/JIbHUM
ingexcom Llineit Cranoro Posputky (SDG Index Score) ma 172 kpain y nepiog 3 2001 mo 2023 pik. [Ina ananisy
BrKopucraHo Metoy 06 egnanoi OJIC 3 B3aemopirourmu 3MiHHUMY MIX iHIEKCOM Jie-fope eKOHOMiuHOI rrobanisanii KOD
Ta OKa3HMKaMJ CBiTOBOTO YIPaB/IiHH:A, JONOBHEHE aHA/Ii30M MapriHa/JbHIUX eeKTiB 3a JJOIOMOIOI0 METORY Jie/IbTa Ta
PO3IOJIeHHAM 3a IpynaMu JoXoxiB. IlouaTkoBi pe3ynbTaTy HigTBepANIIY, IO AK eKOHOMiYHa IIo0aisanis (ne-1ope), Tak i
AKICTD yITPaB/IiHHA HE3aJIEXKHO i CYyTTEBO CIPUAIOTD CTAJIOMY PO3BUTKY. J0I0BHE BiIKpUTTA — 3HaYHA HETaTVBHA B3aEMOJiA
MiX rmobaisarielo Ta ynpasminaaM (f=-0,047, p=0,027): MapriHanbHui1 e(eKT eKOHOMIYHOI BITKPUTOCTI Ha pe3y/IbTaTu
LICP navicunpHimmit y kpainax 3i cmabkumu incturyramu (0,185 mpu WGI =-1,5) i 3SMeHIIYETbCA 3 MOKpalljeHHAM
YIIpaBTiHHA, CTAaBIIM CTATUCTMYHO HesHauHNM 1ipyt WGI = +1,5. Lt 3aMicHMII aTepH CIOCTepiraeTbes Ay BEpXOBEHCTBA
IIpaBa, KOHTPOJIIO KOPYILil Ta epeKTUBHOCTI YpARY, ajle He /I AKOCTi pery/oBaHHA. Y HepeBipIi Ha cTiliKicTb fe-dakTo
eKOHOMiYHa I7100ai3alia He Ma€ He3a/IeXKHOTO 3HAYeHH A, KOJIM BOHA BPAaXOBYETLCA Pa3oM 3 Jie-Iope IOKa3HUKaMI. AHali3
3a rpynaMu IOXO/IiB IiJTBEPAMB, 10 IPAMUI e(’peKT ro6aizarii HaOi b s KpaiH 3 HU3bKMM JOXOMIOM, a B3aEMOJiA
3a/IMIIAETHCA MOCTITHO HETAaTUBHOIO MI/IA BCIiX rpym. PesynbraTy 3acBifumiy, 110 eKOHOMiYHa BiJKPUTICTh € 4aCTKOBOIO
3aMiHOI0 BHYTPILIHBOI iHCTUTYLITHOI CIIPOMO>XXHOCTI /IS1 JOCSTHEHHS PO3BUTKY, 3 HANOIIBIINMY IIOTi TUIHUMMN
HacmiKaMi JyiA KpaiH, e gedinuty ynpasiiHHA 060MeXyI0Tb pO3BUTOK. PexoMeHpalii 11010 MOMITHKM TiIKPeCTI0I0Th
HeoOXiJHICTb KOMIIEKCHMX pedopM, SKi ITO€HYIOTD Tibepatisaliio TOPriBi 3 LinecIpsAMOBaHUM 3MilHEHHAM iHCTUTYTIB
T4 MaKCUMi3allii BIVIMBY Ha pO3BUTOK Y BCiX Ipylax foxofiB. PesynbTaTi MaloTh IpaKTUYHE 3HAYE€HHA /1A KpaiH, 110
PO3BUBAIOTHCA, [le EKOHOMIUHA Tibepartisaris Moxke 3a6€e3mednTi PpO3BUTOK HABITH 10 MOCATHEHHS BCEOXOTUTIOIYNX
pedopm y cepi ynpapiHHA, a TAKOX /I MDKHaApOJZHUX OpraHisaiiil, o po3po6/IAI0Th paMKI YMOBHOCTI, sIKi Hapasi
PO3ITIANIAI0T TOPriBe/IbHY BifKPUTICTD Ta IHCTUTYLINHY pedopMy AK He3aexxHi HULAXU pepopm

KnioyoBi cnoB.a: ToproBenbHa rmosnituka; Lini Cramoro PosButky; incTuryninina Mmogepais; e(beKT 3aMillleHHA; KPOC-
KpalHOBUII TaHeNbHUI aHais; ingexc KO®; Cpirosi ingukaTopn BpAgyBaHHA
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Abstract. Fintech innovations, including blockchain technologies, digital payment systems and decentralised
financial platforms, have created new opportunities for the development of digital financial instruments, particularly
cryptocurrencies. The cryptocurrency industry has become one of the most dynamic segments of the global financial
market, demonstrating significant growth in market capitalisation, transaction volumes and user adoption levels. The aim
of this study was to examine the role of financial technologies as a key factor in the development of the cryptocurrency
industry within the global financial market. The research focused on identifying the interrelationship between the
development of financial technologies and the expansion of the cryptocurrency market, as well as assessing the impact
of financial technologies on the formation of digital financial infrastructure. The methodological foundation of the study
combined general scientific and specialised methods, including systems analysis, comparative analysis, statistical analysis
and correlation analysis. The empirical analysis was conducted using data from international financial institutions,
including the International Monetary Fund, the World Bank, the Bank for International Settlements and the European
Central Bank, as well as the analytical platforms CoinMarketCap, Chainalysis and Statista. The study covered the period
from 2021 to 2025. The results demonstrated that financial technologies have significantly contributed to the development
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of the cryptocurrency industry by increasing market capitalisation, expanding the number of cryptocurrency users
and growing transaction volumes. The findings also indicated a strong positive correlation between investments in
financial technologies and cryptocurrency market capitalisation, which confirms the decisive role of financial technologies
in the expansion of the crypto market. The scientific novelty of the study lies in the quantitative assessment of the
interrelationship between the development of financial technologies and the growth of the cryptocurrency market. The
research provided evidence that fintech innovations contribute to the formation of digital financial infrastructure and

enhance the efficiency of global financial markets

Keywords: blockchain; digital assets; decentralised finance; payment systems; capitalisation

INTRODUCTION

In the context of the rapid development of the global dig-
ital economy, financial technologies have become one of
the key drivers of transformation in the global financial
market. The active implementation of digital innovations
in financial services contributes to the emergence of new
financial instruments, improves the efficiency of financial
operations, and transforms the traditional structure of fi-
nancial systems. Financial technologies play a particularly
important role in the development of the cryptocurrency
industry, which has become one of the most dynamic seg-
ments of the global financial market, as noted by Y. Guo et
al. (2025). The implementation of blockchain technologies,
digital payment systems, decentralised financial platforms,
and other fintech solutions contributes to the formation
of new mechanisms of financial market functioning and
creates preconditions for its further transformation. Ac-
cording to S. Agarwal et al. (2022), financial technologies
are a key factor in the development of digital financial in-
struments, including cryptocurrencies, digital assets, and
decentralised financial platforms. The cryptocurrency in-
dustry has experienced significant growth in recent years.
According to CoinMarketCap (n.d.), global cryptocurren-
cy market capitalisation exceeded USD 2.5 trillion in 2025.
This growth is closely associated with the development of
blockchain infrastructure and fintech innovation. H. Bol-
laert et al. (2021) confirmed that the implementation of
financial technologies contributes to the development of
digital assets, improves financial transaction efficiency,
and creates new mechanisms of financial intermediation.
In particular, the use of blockchain technology enhances
transaction security, improves transparency, and reduces
fraud risks. Similarly, P. Cipollone (2025) emphasised that
financial technologies play an chief role in the development
of cryptocurrencies and contribute to the formation of a
new digital financial infrastructure.

A significant contribution to the study of the impact of
financial technologies on cryptocurrency development has
been made by contemporary scholars. Yermack notes that
cryptocurrencies are a result of financial technology devel-
opment and represent a new form of digital financial assets.
A. Alamsyah et al. (2024) noted that blockchain technology
enables the creation of decentralised financial systems and
facilitates the development of cryptocurrency markets. Re-
search conducted by Y. Bonaparte (2025) confirmed that
financial technologies contribute to the transformation of

financial markets and the emergence of new digital finan-
cial instruments. Recent empirical studies confirm that
cryptocurrencies have evolved from experimental digital
assets into a significant segment of the global financial sys-
tem. Y. Liu et al. (2022) argued that cryptocurrencies ex-
hibit distinct risk-return characteristics and increasingly
interact with traditional financial markets. W. Gaviyau &
J. Godi (2025) also emphasised that financial technologies
and digital currencies are reshaping financial intermedia-
tion and accelerating the digital transformation of financial
systems worldwide. Furthermore, blockchain-based finan-
cial systems provide enhanced transparency, security, and
efficiency in financial transactions. The decentralised na-
ture of blockchain technology reduces reliance on central-
ised control and improves trust in financial systems.

Despite the rapid development of financial technol-
ogies and the cryptocurrency industry, several important
aspects remain insufficiently studied, including the impact
of fintech innovations on cryptocurrency market devel-
opment, the formation of digital financial infrastructure,
and the role of financial technologies in the development
of cryptocurrencies as a component of the global financial
system. The Bank for International Settlements notes that
the future development of the cryptocurrency industry
depends on the level of financial technology development,
digital infrastructure, and regulatory environment. The
purpose of this study was to analyse the significance of fi-
nancial technologies as a driving force behind the evolution
of the cryptocurrency industry in the context of the global
financial market. To achieve this purpose, the following re-
search objectives have been defined:

1) to analyse the current state of cryptocurrency indus-
try development;

2) to identify the main financial technologies that con-
tribute to cryptocurrency development;

3) to determine the prospects for cryptocurrency in-
dustry development in the context of financial technolo-
gy advancement.

LITERATURE REVIEW
The issue of financial technology development and its im-
pact on the cryptocurrency industry is actively studied in
modern economic science. In global academic literature,
fintech is considered a systemic factor in the transforma-
tion of financial markets, forming new models of financial
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intermediation, changing the structure of financial infra-
structure, and influencing the functioning mechanisms
of digital assets. D.W. Arner et al. (2016) defined financial
technologies as an evolutionary stage in the development
of the financial system characterised by the integration of
digital technologies into traditional financial processes.
In their view, fintech creates new forms of financial inter-
action that reduce transaction costs, increase operational
transparency, and contribute to the development of digital
financial instruments, including cryptocurrencies. C. Cata-
lini & J.S. Gans (2020) emphasised the role of blockchain
technology as the foundational infrastructure for the de-
velopment of the cryptocurrency industry. The author ar-
gued that blockchain ensures a decentralised structure of
financial transactions, thereby reducing the need for tradi-
tional financial intermediaries and creating conditions for
the formation of a new digital financial architecture. In this
context, blockchain serves not only as a technological solu-
tion but also as an institutional innovation that reshapes
mechanisms of trust, verification, and value exchange with-
in financial systems.

At the same time, S. Howell et al. (2022) highlighted
that cryptocurrencies represent not only an innovative fi-
nancial instrument but also a structural element in the
transformation of the financial system. According to the
author, the emergence and expansion of cryptocurrencies
influence the architecture of the global financial market by
introducing alternative mechanisms of capital allocation,
payment systems, and cross-border financial transactions.
A. Demir et al. (2022) considered fintech as a driver of dig-
ital financial inclusion and notes that the development of
financial technologies expands access to financial services
through digital platforms. This expansion created favoura-
ble conditions for scaling the cryptocurrency market and
attracting new participants to the digital financial ecosys-
tem. Increased accessibility to digital wallets, peer-to-peer
platforms, and decentralised financial services enhances
the integration of cryptocurrencies into broader financial
networks. A similar position is expressed by P. Gomber et
al. (2018), who emphasised the role of financial technol-
ogies in the formation of new digital markets and the de-
velopment of digital assets. The author argued that fintech
innovations stimulate the emergence of decentralised finan-
cial infrastructures, foster innovation in payment technolo-
gies, and accelerate the institutionalisation of digital assets
within the global financial system. A.V. Thakor (2020) not-
ed that fintech innovations fundamentally change financial
intermediation by introducing decentralised financial sys-
tems that operate without traditional banking institutions.

In addition, J. Frost et al. (2019) focused on the grow-
ing role of digital financial platforms in transforming fi-
nancial intermediation and improving financial efficiency.
Their findings confirmed that financial technologies con-
tribute to increased competition, improved financial inclu-
sion, and enhanced financial market efficiency. I. Agur et
al. (2025) stated that the digitalisation of financial servic-
es contributes to the development of digital assets and the

formation of new financial intermediation mechanisms.
Innovative financial technologies, including blockchain,
smart contracts, and digital platforms, create favourable
conditions for the growth of cryptocurrency markets and
enhance their liquidity. The World Bank (2020) defined fi-
nancial technologies as a key element of the digital trans-
formation of financial systems and highlights their role in
improving financial market efficiency. The development of
digital payment systems and innovative financial platforms
contributes to the growth of digital transaction volumes
and stimulates the development of digital asset markets.
The O. Fast et al. (2024) emphasised the importance of
regulatory frameworks for the development of financial
technologies and cryptocurrencies. The integration of fin-
tech solutions into financial systems must be accompanied
by the development of effective regulatory environments
that ensure financial stability and investor protection. The
M. Aquilina et al. (2025) analysed the impact of financial
technologies on global financial stability and notes that
the cryptocurrency market is a result of the development
of digital financial instruments. Recent academic research
has also focused on the impact of decentralised finance
on cryptocurrency industry development. F. Schir (2022)
noted that decentralised finance represents a new stage
in financial technology development based on blockchain
platforms and smart contracts. The author underlined that
decentralised financial systems create an alternative to tra-
ditional financial institutions and contribute to the forma-
tion of a new digital financial ecosystem. I. Goldstein et
al. (2021) examined the digital transformation of financial
markets in the context of financial technology develop-
ment and argues that fintech acts as a catalyst for struc-
tural changes in the global financial system. According to
the author, cryptocurrencies serve as instruments of digital
transformation, providing new opportunities for financial
investment and international financial transactions.

The analysis of recent studies demonstrated that finan-
cial technologies are considered a key driver of cryptocur-
rency industry development, contributing to the forma-
tion of digital financial infrastructure, improving financial
transaction efficiency, and transforming the global finan-
cial market. However, existing literature pays insufficient
attention to a comprehensive analysis of the relationship
between financial technology development and crypto-
currency market dynamics, particularly the quantitative
assessment of the impact of fintech innovations on crypto-
currency market capitalisation, digital transaction volumes,
and financial infrastructure development. Thus, the litera-
ture review confirmed the need for further research on the
role of financial technologies as a factor in cryptocurrency
industry development, which determines the relevance and
scientific significance of the present study.

MATERIALS AND METHODS
The study applied a combination of general scientific and
empirical research methods to analyse the impact of finan-
cial technologies on the development of the cryptocurrency
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industry in the global financial market. The use of an in-
tegrated methodological approach ensured the objectivity,
reliability, and scientific validity of the obtained results. A
systems approach was applied to examine financial tech-
nologies as an integrated element of the global financial
system influencing cryptocurrency industry development.
This approach enabled the identification of relationships
between financial technology development, digital finan-
cial infrastructure, and cryptocurrency market dynamics.
The method of analysis and synthesis was used to examine
the essence of financial technologies and their role in cryp-
tocurrency development. The analytical method allowed
the examination of individual components of financial
technologies, including blockchain technologies, digital
payment systems, cryptocurrency platforms, and decen-
tralised financial systems. The synthesis method facilitated
the formation of a comprehensive understanding of finan-
cial technologies as a driver of cryptocurrency industry
development. A comparative analysis method was applied
to study cryptocurrency market development dynamics
and determine the impact of financial technologies on its
functioning. The comparative analysis included the evalu-
ation of key indicators such as cryptocurrency market cap-
italisation, transaction volumes, number of users, and fin-
tech investment volumes over the period 2021-2025. The
comparison was carried out both in a temporal dimension
(year-to-year changes) and in terms of growth dynamics.
The main criteria of comparison included absolute chang-
es, growth rates, and structural shifts in the analysed in-
dicators. In particular, the analysis focused on identifying
trends before and after significant market fluctuations
(e.g., the decline in 2022 and recovery in 2023-2025), as
well as assessing the relationship between changes in fin-
tech investment volumes and corresponding changes in
cryptocurrency market indicators. A statistical method
was used to quantitatively assess cryptocurrency market
development based on key indicators, including: crypto-
currency market capitalisation; cryptocurrency transac-
tion volumes; number of cryptocurrency platform users;
fintech sector investment volumes; blockchain transaction
volumes. The statistical analysis included the calculation
of the following indicators: average values; chain and base
growth rates; absolute and relative changes; variance and
standard deviation. The growth rate was calculated using
the formula (1):

T =t x 100%, (1)

Ye—1
where Y, is the value in the current period Y, and is the
value in the previous period.

To ensure comparability of data, normalisation was ap-
plied using the min-max method. The dataset structure in-
cluded the dependent variable, which was cryptocurrency
market capitalisation, and the independent variable, which
was the volume of fintech investment. Statistical analysis
enabled the identification of cryptocurrency market de-
velopment trends and the establishment of relationships

between financial technology development and cryptocur-
rency industry growth. An economic and statistical analy-
sis method was also applied to determine cryptocurrency
market growth rates, the level of financial technology de-
velopment, and their impact on digital financial systems.
This method allowed the assessment of financial technol-
ogies as a driver of cryptocurrency industry development.
Correlation analysis was used to determine the relationship
between financial technology development and cryptocur-
rency market growth. This method enabled the identifica-
tion of relationships between fintech investment volumes
and cryptocurrency market capitalisation, confirming the
significant impact of financial technologies on cryptocur-
rency market expansion. The information base of the study
consists of official statistical and analytical data from in-
ternational financial organisations, analytical platforms,
and financial institutions, including World Bank (2020),
World Economic Forum (2024) and Value of investment in
fintech... (n.d.). In particular, CoinMarketCap (n.d.) data
were used to analyse cryptocurrency market capitalisation,
transaction volumes, and the number of digital assets. The
2025 geography of crypto report (n.d.) data were used to
analyse blockchain transaction volumes, while Statista
data were used to assess fintech investment volumes. The
study period covered 2021-2025, allowing for the analysis
of recent financial technology and cryptocurrency industry
development trends. This period was selected due to rapid
financial technology advancement, cryptocurrency market
growth, and the implementation of innovative digital finan-
cial instruments. The research process consisted of several
key stages. First, a thorough analysis of scientific sources
was carried out, which allowed for the identification of the
essence and main characteristics of financial technologies.
Next, the current state of the cryptocurrency industry was
examined in detail. After that, the impact of financial tech-
nologies on the development of the cryptocurrency market
was investigated. In the final stage, statistical and correla-
tion analysis was conducted to process the collected data
and identify existing relationships. Correlation analysis was
conducted using the Pearson correlation coefficient (7), as
the variables demonstrated an approximately normal dis-
tribution confirmed by the Shapiro-Wilk test (p > 0.05).
The Pearson correlation coeflicient was calculated using
the formula (2):

2= i—y)
_ 2
V=0T (yi-¥)? 2)

where x; — individual values of the variable x; y, - individual
values of the variable y; X— mean value of the variable x; y -
mean value of the variable y.

To assess statistical significance, a t-test was applied (3):

T =

rvn-2

N 3)

Additionally, p-values and 95% confidence intervals
were calculated. All calculations were performed using
Microsoft Excel and Python (SciPy library). It should be

t =
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noted that the sample size (n=5) is relatively small, which
may affect the statistical power of the analysis. Thus, the
use of a comprehensive methodological approach enabled
a thorough analysis of the role of financial technologies in
cryptocurrency industry development, identification of key
cryptocurrency market development patterns, and sub-
stantiation of the impact of financial technologies on the
formation of digital financial infrastructure in the global
financial market.

RESULTS AND DISCUSSION
Cryptocurrency market capitalisation represents a funda-
mental indicator reflecting the level of development, matu-
rity, and integration of digital assets into the global finan-
cial system. This indicator allows for evaluating the scale
of cryptocurrency adoption and determining the impact
of financial technologies on the growth of digital financial
markets. The empirical results obtained in this study are
consistent with previous research findings that emphasised

the significant role of financial technologies in improving
financial market efficiency. In particular, N. Jegadeesh &
Y. Wu (2022) demonstrated that financial technologies re-
duce operational costs and improve financial intermedia-
tion efficiency. Similarly, F. Allen et al. (2022) confirmed
that digital financial innovations contribute to the struc-
tural transformation of global financial markets. The study
also identifies cryptocurrencies as a new asset class with
significant financial and economic implications. Block-
chain technology enhances market transparency and re-
duces information asymmetry, thereby improving the ef-
ficiency of financial markets. The observed growth in the
market capitalisation of cryptocurrencies and transaction
volumes confirms the growing importance of financial
technologies in global financial markets. Digital financial
platforms significantly enhance the efficiency and stability
of the financial system (Frost et al., 2019). The dynamics
of global cryptocurrency market capitalisation during the
period 2021-2025 are presented in Table 1.

Table 1. Global cryptocurrency market capitalisation in 2021-2025

Year Market capitalisation, trillion USD Growth rate, %
2021 2.21 -

2022 0.83 -62.4
2023 1.68 +102.4
2024 2.36 +40.5
2025 2.54 +7.6

Source: CoinMarketCap (n.d.), Value of investment in fintech... (n.d.)

As shown in Table 1, cryptocurrency market capi-
talisation experienced significant fluctuations during the
analysed period. In particular, a sharp decline of 62.4%
was observed in 2022, reflecting global financial insta-
bility, tightening monetary policy, and declining investor
confidence in digital assets. However, beginning in 2023,
a sustained recovery trend can be observed, with mar-
ket capitalisation increasing by more than 206% between
2022 and 2025. This recovery is directly associated with
the accelerated development of financial technologies, in-
cluding blockchain infrastructure, digital payment plat-
forms, cryptocurrency exchanges, and decentralised fi-
nancial systems. Financial technologies have significantly

improved the accessibility, efficiency, and security of
cryptocurrency transactions, thereby facilitating market
expansion. Thus, the data presented in Table 1 confirmed
that financial technologies serve as a critical factor in
supporting the growth, resilience, and structural trans-
formation of the cryptocurrency industry. Investment
in financial technologies represents a key determinant of
cryptocurrency ecosystem development. Increased fin-
tech investment contributes to the expansion of block-
chain infrastructure, the development of cryptocurrency
exchanges, and the implementation of innovative digital
financial solutions. The dynamics of global fintech invest-
ment during 2021-2025 are presented in Table 2.

Table 2. Global fintech investment volume in 2021-2025

Year Investment, billion USD Growth rate, %
2021 238 -

2022 164 -31.1

2023 183 +11.6
2024 212 +15.8
2025 248 +17.0

Source: World Economic Forum (2024), Value of investment in fintech... (n.d.)

As illustrated in Table 2, fintech investment experi-
enced a temporary decline in 2022 due to global macroe-
conomic uncertainty. However, starting in 2023, investment
levels demonstrated a consistent upward trend, reaching
248 billion USD in 2025. This represents a 51.2% increase

compared to 2022 levels. The growth in fintech investment
directly contributes to the expansion of cryptocurrency in-
frastructure, including blockchain networks, decentralised
applications, and digital asset trading platforms. Increased fi-
nancial support for fintech innovation enables technological
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advancements that improve transaction speed, security,
and scalability. Therefore, the data presented in Table 2
demonstrated that fintech investment plays a fundamen-
tal role in facilitating the technological and structural de-
velopment of the cryptocurrency market. The number of

cryptocurrency users represents an important indicator
of cryptocurrency adoption and reflects the effectiveness
of fintech solutions in expanding access to digital finan-
cial services. The dynamics of global cryptocurrency user
growth during 2021-2025 are presented in Table 3.

Table 3. Global cryptocurrency users in 2021-2025

Year Number of users, million Growth rate, %
2021 295 -

2022 320 +8.5

2023 420 +31.3
2024 515 +22.6
2025 590 +14.6

Source: The 2025 geography of crypto report (n.d.), Value of investment in fintech... (n.d.)

As presented in Table 3, the number of cryptocurren-
cy users increased significantly during the analysed period,
growing from 295 million in 2021 to 590 million in 2025.
This represents a 100% increase over five years. This growth
reflects the increasing accessibility of cryptocurrency plat-
forms, the development of mobile fintech applications, and
the expansion of digital financial services. Financial tech-
nologies have reduced barriers to entry for cryptocurrency
users, enabling faster onboarding, simplified transaction
processes, and improved security mechanisms. The data

presented in Table 3 confirmed that fintech development
significantly contributes to cryptocurrency adoption and
the expansion of digital financial markets. The volume of
cryptocurrency transactions is regarded as an indicator of
financial activity driven by the development of the fintech
sector. Transaction volume represents a key indicator re-
flecting the intensity of cryptocurrency usage and the effec-
tiveness of financial technologies supporting digital asset
transactions. The dynamics of global cryptocurrency trans-
action volume are presented in Table 4.

Table 4. Global cryptocurrency transaction volume in 2021-2025

Year Transaction volume, trillion USD Growth rate, %
2021 15.8 -

2022 13.2 -16.5

2023 19.5 +47.7
2024 24.8 +27.2
2025 29.3 +18.1

Source: The 2025 geography of crypto report (n.d.)

As demonstrated in Table 4, cryptocurrency transaction
volume increased significantly during the analysed period,
reaching USD 29.3 trillion in 2025. This represents an in-
crease of 122% compared to 2022. This growth reflects the
expansion of cryptocurrency applications in financial trans-
actions, including payments, investments, and decentralised
finance operations. Financial technologies have improved
transaction processing speed, reduced transaction costs,

and enhanced network scalability. Thus, the data present-
ed in Table 4 confirm that fintech innovations have signif-
icantly increased the efficiency and scale of cryptocurrency
financial activity. To evaluate the relationship between fin-
tech development and cryptocurrency market expansion, a
correlation analysis was conducted between fintech invest-
ment volume and cryptocurrency market capitalisation. The
results of the correlation analysis are presented in Table 5.

Table 5. Correlation between fintech investment and cryptocurrency market capitalisation

Indicator

Correlation coefficient

Fintech investment — cryptocurrency market capitalisation

0.87

Source: developed by the authors based on Value of investment in fintech... (n.d.), CoinMarketCap (n.d.)

As shown in Table 5, the correlation coefficient be-
tween fintech investment and cryptocurrency market
capitalisation equals 0.87, indicating a strong positive
relationship. This confirms that fintech development
significantly influences cryptocurrency market growth.
Increased fintech investment contributes to infrastruc-
ture expansion, technological innovation, and increased
market accessibility.

The results of this study confirm previous research
regarding the critical role of financial technologies in the
development of cryptocurrency markets. In particular,
A.V. Thakor (2020) emphasised that financial technologies
significantly improve financial intermediation efficiency
and facilitate the development of new financial instru-
ments. Similarly, C. Catalini & J.S. Gans (2020) highlight-
ed that blockchain technology enhances financial system
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efficiency by improving transparency and reducing trans-
action costs. Furthermore, the findings are consistent with
those of B. Biais et al. (2019), who demonstrated that de-
centralised financial systems improve financial market ef-
ficiency and reduce reliance on traditional financial inter-
mediaries. The results confirm that financial technologies
represent a fundamental factor in the development of the
cryptocurrency industry. Fintech innovations enable the
creation of digital financial infrastructure, improve trans-
action efficiency, and facilitate market expansion. The
findings are consistent with previous research, all of which
identify fintech as a key driver of digital financial transfor-
mation. The study demonstrated that fintech development
contributes to increased cryptocurrency market capitali-
sation, expansion of the cryptocurrency user base, growth
in transaction volume, and the development of digital fi-
nancial infrastructure. Therefore, financial technologies
play a crucial role in shaping the modern cryptocurrency
ecosystem and transforming the global financial market.
In particular, N. Jegadeesh, & Y. Wu (2022) argued that fi-
nancial technologies significantly reduce transaction costs
and enhance the efficiency of financial intermediation. This
corresponds to the results of this study, which demonstrate
that the growth of fintech investment contributes to the ex-
pansion of cryptocurrency market capitalisation and trans-
action volumes.

The findings are also consistent with the research of
FE. Ahmed et al. (2024), who highlighted the role of dig-
ital financial platforms in increasing financial inclusion.
The significant growth in the number of cryptocurrency
users identified in this study confirms that fintech solu-
tions, including mobile applications and digital wallets,
reduce entry barriers and facilitate broader participation
in financial markets. At the same time, the results support
the conclusions of I. Makarov & A. Schoar (2022), who
noted that cryptocurrency markets are evolving into com-
plex financial ecosystems. The strong positive correlation
identified in this study between fintech investment and
cryptocurrency market capitalisation confirms that tech-
nological development is a key driver of structural chang-
es in digital financial markets. Furthermore, the findings
correspond with the conclusions of S. Corbet et al. (2022),
who emphasised that fintech contributes to increased li-
quidity and efficiency in financial markets. The observed
growth in cryptocurrency transaction volume supports
this view and demonstrates the increasing role of digital
assets in global financial operations. However, certain
differences can be observed when comparing the results
with the findings of G.B. Gorton & J.Y. Zhang (2023),
who underlined the risks associated with cryptocurrency
market volatility and regulatory uncertainty. The signif-
icant decline in market capitalisation observed in 2022
confirms that cryptocurrency markets remain sensitive
to macroeconomic conditions and external shocks. Ad-
ditionally, the results align with the analytical conclusions
of W. Xu et al. (2022), which emphasised the significance
of financial infrastructure and regulatory frameworks for

the sustainable development of cryptocurrency markets.
This study confirms that fintech investment is a key fac-
tor in ensuring market resilience and long-term growth.
Thus, the comparative analysis with recent academic lit-
erature demonstrates that financial technologies play a
decisive role in the development of the cryptocurrency
industry. At the same time, the results highlight the need
for further research on the interaction between fintech in-
novation, regulatory policy, and financial stability.

CONCLUSIONS
The results of the study demonstrated that financial tech-
nologies played a significant role in the development
of the cryptocurrency industry and contributed to the
transformation of the global financial market. The inte-
gration of fintech solutions into cryptocurrency infra-
structure created favourable conditions for the expan-
sion of digital financial systems, improved transaction
efficiency, and increased accessibility of digital assets.
The results of the analysis demonstrated that the devel-
opment of financial technologies directly contributed
to the growth of cryptocurrency market capitalisation,
the expansion of the user base, and increased transac-
tion volume. In particular, global cryptocurrency market
capitalisation increased from USD 0.83 trillion in 2022
to USD 2.54 trillion in 2025, indicating the recovery and
structural strengthening of the cryptocurrency market.
This growth was closely associated with increased fintech
investment, which reached USD 248 billion in 2025 and
supported the development of blockchain infrastructure,
digital payment platforms, and decentralised financial
systems. The study also established that financial tech-
nologies played a key role in expanding access to cryp-
tocurrency markets. The number of cryptocurrency us-
ers increased from 295 million in 2021 to 590 million
in 2025, reflecting a significant expansion of digital fi-
nancial inclusion. This growth was facilitated by the de-
velopment of mobile fintech applications, digital wallets,
and cryptocurrency exchanges, which simplified user ac-
cess to digital financial services and reduced barriers to
entry. Furthermore, financial technologies significantly
increased the efficiency of cryptocurrency transactions.
Cryptocurrency transaction volume increased from USD
13.2 trillion in 2022 to USD 29.3 trillion in 2025, demon-
strating the growing role of cryptocurrencies in global
financial transactions. Fintech solutions improved trans-
action processing speed, enhanced security mechanisms,
and reduced transaction costs, thereby increasing the at-
tractiveness of cryptocurrencies as financial instruments.
The correlation analysis confirmed a strong positive rela-
tionship between fintech investment and cryptocurrency
market capitalisation, with a correlation coeflicient of
0.87. This finding demonstrated that fintech develop-
ment represented a key driver of cryptocurrency market
expansion and confirmed the structural interdepend-
ence between financial technology innovation and digi-
tal asset market growth. Future research should focus on
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AHoOTauif. PiHaHCOBO-TEXHOMOTIYHI iHHOBAILii, BK/IIOYAI0YN TEXHOIOTII 6/I0KY€iTH, IndPOBi MIATIKHI CUCTEMM
Ta leljeHTpanizoBaHi ¢iHaHCOBI IaTdOPMM, CTBOPUIN HOBI MOX/IMBOCTI 11 pO3BUTKY IM(ppPOBUX (PiHAHCOBUX
iHCTPYMEHTIB, 30KpeMa KpUITOBAMIOT. [HyCTpis KpUIITOBAMIOT IEPETBOPU/IACA Ha OfIMH i3 Hal[UHAMIYHIIINX CETMEHTIB
CBiTOBOrO (PiHAHCOBOTIO PUHKY, IEMOHCTPYIOUM 3HaUHe 3pOCTaHHA PMHKOBOI KalliTamisalil, 00cAriB TpaH3akIili Ta piBHA
ajlanTanii KopyucryBadamMu. MeToI0 JaHOTO HOCTiPKeHH 6y/I0 BUBYEHHA pojii (PiHAaHCOBUX TEXHOJIOTIN K K/II0YOBOTO
(axTOpy PO3BUTKY IHAYCTpil KPUIITOBAIIOT Ha CBiTOBOMY (hiHaHCOBOMY pUHKY. JOCIIIPKeHHA 30cepeykeHe Ha BUAB/ICHH]
B3a€MO3B 3Ky MDK pO3BUTKOM (PiHAHCOBMX TEXHOJIOT1II Ta eKCIIAHCIEI0 PUHKY KPUIITOBAIIOT, @ TAKOX Ha OLIiHI] BIUIMBY
(hiHaHCOBMX TeXHOJIOTIN Ha popMyBaHHA 1MPoBoi piHaHCOBOI iHPacTPyKTYpu. MeTORONIOrIYHY OCHOBY HOCIif)KEHHSA
CTAaHOBWJIO IOEJHAHHSA 3ara/lbHOHAYKOBMX Ta CIelia/IbHAX METOMIB, 30KpeMa CUCTEMHOTO aHa/li3y, IIOPiBHATBHOTO
aHami3y, CTaTUCTMYHOTO aHaJi3y Ta KOpeNALiffHOTO aHani3y. EMIipmyuHmit anasnis npoBefeHo 3 BUKOPUCTAHHAM
TaHMX MDKHapOomHMX (piHAaHCOBUX IHCTUTYLIN, cepep AkUX MixHapomHuit BaymoTHU Gonp, CBiToBuil 6aHK, baHk
MDKHapOJHMX PO3PaxyHKiB, EBpOIENICHKIUI LIeHTpaIbHUI OaHK, a TaKOXX aHaniTM4HKX wiatdopm CoinMarketCap,
Chainalysis Ta Statista. [JocmifxeHHs oxoImoBao nepiog 3 2021 o 2025 pik. Pesynpratu mpopeMoHCTpyBanu, 1o
(hiHaHCOBi TeXHOJIOTII CYTTEBO CIPUAIOTH PO3BUTKY IHAYCTpil KPUIITOBAIIOT IILIXOM 301/IbIIIEHHA PMHKOBOI KamiTaizanii,
PO3ILIMPEeHHA KiIbKOCTI KOPMCTYBayiB KPUIITOBA/IIOT Ta 3pOCTaHHA 00CATIB TpaH3aKLiil. Pe3ynbTaTy TakoXX BKasamyu Ha
CMJIBHMI IO3UTUBHUI KOPe/IALIHNIT 3B 30K MK iHBecTULiAMY Y piHaHCOBI TeXHO/IOTrII Ta pPUHKOBOIO KalliTai3aliero
KPUIITOBAJIIOT, IO MiATBEPAXKY€E BUpillaNbHy poib (HPiHAHCOBUX TEXHOJIOII y po3lperHi KpunTopuuky. Haykosa
HOBM3Ha JJOCIIDKEHH MOJIATA€ Y KIIbKiCHIN oliHIi B3a€MO3B 3Ky Mi>XK pO3BUTKOM (PiHaHCOBUX TEXHOJIOTIN Ta
3pOCTaHHAM PMHKY KPUIITOBAJIIOT. JJOC/TiI>KeHHA HaaIo JOKa3! TOro, mo (inTex-iHHOBaLil cipuAoTh pOpMyBaHHIO
nudposoi pinaHcoBOI iHPpPaCTPYKTYpK Ta MiZBUIIYIOTh e(eKTUBHICTb CBITOBUX (piHAHCOBUX PUHKIB

KntouoBi crnoBa: 6okueitH; mndpoBi akTUBY; IelleHTpatidoBaHi (hiHaHCH; TTATDKHI CUCTeMI; KaliTatisaris

University Economic Bulletin | Vol. 21, No. 1


https://orcid.org/0000-0001-8434-5660
https://orcid.org/0000-0002-9653-7560
https://orcid.org/0009-0000-8504-6785
https://orcid.org/0009-0004-9094-6509
https://orcid.org/0000-0003-1395-4041

University Economic Bulletin

Vol. 21, No. 1, 2026

Journal homepage: https://ue-bulletin.com.ua/en
Received: 04.01.2026. Revised: 16.04.2026. Accepted: 12.05.2026. Published: 03.07.2026.

UDC 338.48:005.35
DOI: 10.69587/ueb/1.2026.40

ISSN 2306-546X
ISSN 2414-3774

Assessing the maturity level
of stakeholder-oriented management strategies
in tourism enterprises of Ukraine

Myroslava Haba
PhD in Economic Sciences, Associate Professor
Lviv Polytechnic National University
79013, 12 Stepan Bandera Str., Lviv, Ukraine
https://orcid.org/0000-0002-8642-8942

Vasyl Mykhailyshyn*
Postgraduate Student
Lviv Polytechnic National University

79013, 12 Stepan Bandera Str., Lviv, Ukraine
https://orcid.org/0009-0004-9935-1755

Abstract. The study focused on assessing the maturity level of stakeholder-oriented management strategies in tourism
enterprises in Ukraine under conditions of post-war recovery. The relevance of the research was determined by the
transformation of the tourism market, the growing role of domestic tourism, and the need to balance the interests of
tourists, local communities, public authorities, and business partners in order to ensure sustainable destination development.
The aim of the study was to identify the maturity level of stakeholder interaction and to substantiate directions for its
improvement. The methodological framework was based on a combination of statistical data analysis, expert surveys of
tourism enterprises, and case studies of selected destinations. The assessment was conducted using a system of criteria that
included communication transparency, stakeholder participation in decision-making, the development of partnership
initiatives, the use of digital tools, and community orientation. The results revealed an uneven level of development of
stakeholder-oriented strategies across different segments of the tourism market. Tour operators demonstrated a higher
level of digital readiness and communication openness, whereas accommodation facilities and visitor attractions exhibited
lower levels of systematic interaction. The study identified institutional, organisational, and digital barriers that limited
effective stakeholder collaboration. The practical value of the research lies in the development of recommendations aimed
at institutionalising stakeholder participation mechanisms, enhancing digital interaction infrastructure, and strengthening
the role of local communities in tourism product development, thereby contributing to increased competitiveness and
resilience of the tourism sector

Keywords: digitalisation; partnership models; destination recovery; post-crisis recovery; cross-border linkages

INTRODUCTION

The development of the tourism sector at both global and
national levels is increasingly shaped by uncertainty, crisis
transformations, and structural shifts in demand. Tourism
enterprises have faced the consequences of geopolitical
instability, shifts in consumer behaviour, intensified com-
petition, and accelerated digitalisation. In Ukraine, these

challenges have been significantly intensified by the ef-
fects of war, including infrastructure destruction, changes
in tourist flows, declining investment activity, and the ur-
gent need to restore destination attractiveness. Under such
conditions, ensuring the resilience, adaptability, and com-
petitiveness of tourism enterprises has become a strategic
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priority. At the same time, modern tourism is character-
ised by the growing importance of stakeholder interaction
and collaborative governance. Since the tourism product is
created through the coordinated participation of numer-
ous actors, the effectiveness of enterprise development in-
creasingly depends on the quality of relationships among
businesses, tourists, local communities, public authorities,
investors, and supporting organisations.

According to S. Maccioni et al. (2024), stakehold-
er relationships represent one of the key determinants of
destination competitiveness, management efficiency, and
sustainable tourism development. Their systematic review
confirms that tourism enterprises with stronger partnership
networks demonstrate higher adaptive capacity and more
stable long-term performance. The practical significance of
stakeholder-oriented approaches has also been confirmed
in destination case studies. A. Salman et al. (2024) demon-
strated that coordinated stakeholder management contrib-
utes to environmental sustainability, community support,
and balanced development of ecotourism destinations. This
is especially relevant for territories undergoing structural
transformation or post-crisis recovery, where trust, coor-
dination, and shared responsibility become essential mana-
gerial resources. Modern management theory increasingly
emphasises that stakeholder interaction should be treated
not as an auxiliary activity but as an integral component
of enterprise strategy. R.V. Savkov & N.S. Karvatska (2024)
argued that effective stakeholder coordination improves
decision-making quality, reduces organisational conflicts,
and increases the overall efficiency of project and business
management systems. In tourism, where enterprises oper-
ate in open and dynamic environments, such coordination
becomes particularly important.

For Ukraine, stakeholder-oriented management has
gained additional relevance in the context of territorial
recovery and regional development. O. Albeshchenko et
al. (2025) noted that territorial communities are becom-
ing key platforms for tourism and hospitality development,
while cooperation between local authorities and business
entities directly affects the ability to attract visitors and
investment. Similarly, O.I. Karyy et al. (2024) emphasised
that the strategic development of tourism business in
Ukraine requires stronger institutional cooperation, inno-
vation activity, and flexible governance mechanisms. The
role of strategic management instruments in enterprise de-
velopment is also increasing. A.M. Ivanov (2025) substan-
tiated that the stimulating impact of strategic management
significantly influences enterprise growth, especially in
sectors characterised by high market volatility. In parallel,
Y. Xue et al. (2025) highlighted that under unstable con-
ditions, management systems should integrate stakeholder
interests with safety-oriented governance principles, which
is highly relevant for Ukrainian tourism enterprises operat-
ing in wartime and post-war environments.

Despite growing academic interest in stakeholder
management, several important issues remain insuffi-
ciently explored. First, there is no unified methodological

approach to assessing the maturity level of stakeholder-ori-
ented strategies in tourism enterprises. Second, empirical
evidence regarding the actual level of stakeholder interac-
tion in Ukrainian tourism enterprises remains fragmented.
Third, the combined influence of institutional, organisa-
tional, and digital factors on stakeholder cooperation has
not been sufficiently measured. As a result, managerial
practice still lacks practical diagnostic tools for evaluating
the effectiveness of stakeholder-oriented strategies. Thus,
there is a need for a comprehensive assessment of the cur-
rent state of stakeholder-oriented management strategies in
tourism enterprises of Ukraine, taking into account stake-
holder involvement, organisational readiness, partnership
mechanisms, and digital capacity. Addressing this issue has
both theoretical significance, as it contributes to the devel-
opment of stakeholder management concepts, and practi-
cal value, as it supports the formation of effective partner-
ship models for tourism recovery. The aim of the article was
to assess the maturity level of stakeholder-oriented man-
agement strategies in tourism enterprises of Ukraine and
to identify the key factors influencing the effectiveness of
stakeholder interaction. To achieve this aim, the following
tasks were defined: to analyse contemporary approaches to
stakeholder-oriented tourism management; to examine the
current state of stakeholder interaction in tourism enter-
prises; to assess the maturity level of stakeholder-oriented
strategies based on empirical data.

MATERIALS AND METHODS

The methodological framework of the study was based on
a combination of theoretical generalisation, empirical anal-
ysis, and quantitative assessment of stakeholder-oriented
strategies in tourism enterprises. The research design re-
lied on a mixed-methods approach, which integrated sta-
tistical analysis, expert evaluation, and case study analysis,
ensuring the triangulation of data sources and increasing
the reliability of the results. The research was conducted in
several consecutive stages. At the first stage, a theoretical
analysis of stakeholder-oriented management concepts in
tourism was carried out, including the systematisation of
existing approaches to stakeholder interaction, governance
models, and strategic management practices. At the second
stage, a system of criteria for assessing the maturity level
of stakeholder-oriented strategies was developed, based
on contemporary approaches to stakeholder governance,
partnership models, and digital coordination mechanisms.
The source database included the works of L. Bezghi-
nova (2022), L. Hopkalo et al. (2024) and L. Lisovska &
V. Mykhailyshyn (2025), which provided the theoretical
foundation for analysing stakeholder-oriented manage-
ment in tourism. The study also incorporated official statis-
tical data and analytical materials from the tourism sector,
including reports of the Tourism and the sustainable devel-
opment goals... (2021) and The State Agency for Tourism
Development of Ukraine (2024).

The empirical sample consisted of 62 tourism en-
terprises operating in different segments of the tourism
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market, including tour operators and travel agencies
(n=28), accommodation facilities (n=22), and visitor at-
tractions and recreation facilities (n =12). The sample size
was considered sufficient to reflect the principal segments
of the tourism market and to enable comparative assess-
ment between enterprises with different business models
and stakeholder practices under wartime conditions. The
sample included enterprises of different sizes, including
micro and small businesses (local travel agencies, guest
houses, family hotels, and local attractions), medium-sized
enterprises (regional tour operators, hotels, and recreation
complexes), and several large enterprises operating mul-
ti-regional tourism services or high-capacity accommoda-
tion facilities. This approach allowed the study to capture
the heterogeneity of stakeholder practices across different
segments of the tourism industry. Empirical data were
collected during January-March 2025 through structured
questionnaires, expert surveys, and follow-up interviews
with enterprise representatives, while additional analytical
and statistical materials covered the period 2023-2025. The
expert survey and interview procedures were conducted
in accordance with the ethical principles of Declaration of
Helsinki of the World Medical Association (WMA, 2024).
The selection of enterprises was carried out using a pur-
posive sampling strategy, taking into account their active
participation in tourism activities, geographic diversity,
and involvement in stakeholder interaction processes. The
sample included enterprises of different sizes, ranging from
local travel agencies and family hotels to regional tour op-
erators and large multi-regional tourism enterprises, which
allowed for capturing the heterogeneity of stakeholder
practices across different segments of the tourism industry
under wartime conditions.

In addition, a case study method was applied to analyse
three tourism destinations in Ukraine (Lviv, Vinnytsia and
Zakarpattia) which differ in terms of institutional develop-
ment, stakeholder coordination mechanisms, tourism spe-
cialisation, and levels of digitalisation. The case selection
was based on the principle of contrasting cases, enabling
the identification of both best practices and existing limita-
tions in stakeholder interaction. The level of development
of stakeholder-oriented strategies was assessed according
to five criteria reflecting key dimensions of stakeholder in-
teraction and managerial institutionalisation:

¢ C, - transparency and openness of communication;

¢ C, - involvement of stakeholders in decision-mak-
ing processes;

¢ C, - existence and maturity of partnership and coop-
eration projects;

¢ C, - use of digital tools and data-driven interaction
mechanisms;

¢ C, - orientation toward community interests and so-
cial sustainability.

Each criterion was evaluated using a four-point scale:
0 - no practices; 1 — occasional practices; 2 — partially
systematic practices; 3 — systematic and formalised im-
plementation. The weighting coefficients of the criteria

were determined through expert agreement and were set
as follows: w=(0.20; 0.25; 0.20; 0.20; 0.15) for C1-C5 re-
spectively. The expert panel consisted of 15 specialists, in-
cluding representatives of tourism enterprises, academic
researchers in tourism and management, and experts from
regional tourism institutions and public authorities. A
two-round Delphi procedure was applied to achieve con-
sistency of expert assessments.
The aggregate index for enterprise j was calculated as:

, 5 wecd
19, = ZE=5 100, (1)
where C,0 - is the score for criterion k, and w, is the corre-
sponding weight.

Thus, the integral index ranges from 0 to 100 points,
where higher values indicate a more advanced and insti-
tutionalised level of stakeholder-oriented strategic man-
agement. To ensure methodological robustness, the index
was additionally tested for validity and reliability. Content
validity was confirmed through expert review of the se-
lected criteria, while internal reliability was assessed using
Cronbach’s alpha coefficient (a = 0.81), indicating good
consistency of indicators. Sensitivity analysis with a +10%
variation of weights demonstrated only minor changes in
enterprise rankings, confirming the stability of the index.

RESULTS AND DISCUSSION
The formation of a stakeholder-oriented management
strategy in tourism enterprises requires reliance both on
the theoretical foundations of partnership interaction
and on the practical experience of the tourism market
functioning under conditions of transformation and
post-war recovery (Sautter & Leisen, 1999). In this con-
text, it is essential to clarify the core characteristics of
such a strategy, to determine its structural components,
and to outline the mechanisms for its implementation,
taking into account the specific features of the Ukrain-
ian tourism environment. In the academic literature, a
stakeholder-oriented strategy in tourism was defined as
a system of goals, principles, and governance mecha-
nisms aimed at harmonising the interests of stakehold-
ers and generating shared value for both the enterprise
and the destination. .M. Pysarevskyi et al. (2020) and
A. Terebukh & O. Roik (2023) interpreted this strategy
as a long-term managerial framework that enhances the
reputational resilience, innovativeness, and competitive
position of tourism enterprises through formalised co-
operation with local communities, business partners, and
public authorities. At the regional level, such a strategy is
closely associated with the development of tourism clus-
ters and network-based forms of collaboration, where
coordinating roles are performed by local development
institutions and destination management bodies (Hera-
symenko, 2019; Brych & Halysh, 2020). The effectiveness
of tourism enterprises depends largely on their abili-
ty to negotiate and interact constructively with diverse
stakeholder groups. Sustainable tourism development
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was considered attainable only when decisions are made
with regard to the interests of communities, business
partners, governmental actors, and tourists, and when
relationships among them are based on trust and trans-
parent dialogue (Wang & Xu, 2021). The study by P. Pa-
nagiotopoulou & S. Skoultsos (2025) also highlighted the
importance of clear and transparent rules of interaction,
shared planning frameworks, and collectively agreed in-
dicators of success that enable coordinated action among
actors in the tourism sector. Furthermore, J.C. Whitehe-
ad & P. Wicker (2020) underlined those conflicts of inter-
est between stakeholders are a normal phenomenon and
therefore require structured negotiation and conflict-res-
olution procedures. A stakeholder-oriented strategy of
a tourism enterprise is grounded in the formulation of
a shared strategic vision and value orientation that in-
tegrates economic performance with social responsibil-
ity and the reputational sustainability of the destination
(Lisovska & Mykhailyshyn, 2025; Panagiotopoulou &
Skoultsos, 2025). Its development begins with system-
atic stakeholder mapping: identifying key stakeholder

groups, clarifying their interests and expectations, and
assessing their influence on enterprise outcomes, which
enables prioritisation of interaction efforts.

To ensure constructive cooperation, the strategy in-
corporates mechanisms for stakeholder engagement -
consultative formats, cluster partnerships, participatory
planning processes, joint marketing initiatives, and col-
laborative investment projects — which shift interaction
from episodic to continuous and institutionalised patterns
(Uhodnikova, 2020; Roik et al., 2025). Successful imple-
mentation of these mechanisms requires an advanced
digital infrastructure, including platforms for commu-
nication and coordination, tools for data collection and
analysis, feedback systems, and digital instruments for
monitoring tourism flows (Velychko et al., 2020; Tourism
and the sustainable development goals..., 2021; Hopka-
lo et al., 2024). The proposed framework reflects the cy-
clical nature of stakeholder-oriented management, where
the formulation of strategic objectives is aligned with
stakeholder interests, providing the basis for partnership
mechanisms (Fig. 1).

Strategic objective: Sustainable

Feedback and strategy adjustment:
Improvement of managerial
decisions based on collected data,
evolving stakeholder expectations,
and the results
of interaction monitoring.

Evaluation metrics: Indicators
of stakeholder engagement, levels
of trust and satisfaction among key
groups, socio-economic outcomes
for the destination, and the share
of repeat visits and returning tourists.

development of a tourism enterprise
based on economic efficiency, social
significance, and stakeholder trust.

Identification and mapping
of stakeholders: Identification
of key stakeholder groups >
Identification of their interests >
Assessment of their level
of influence and determination

of interaction priorities.

Interaction mechanisms: Public consultations,
cluster platforms, joint planning, co-branding
initiatives, and joint investment projects.

Digital support infrastructure:
Customer relationship management
systems (CRM), open digital
resource databases and catalogues,
online feedback collection tools,

analytical dashboards, and systems
for monitoring tourist flows.

Figure 1. Structure of a stakeholder-oriented strategy of a tourism enterprise
Source: compiled by the authors based on O.I. Uhodnikova (2020), L. Bezghinova (2022), A. Terebukh & O. Roik (2023), L. Lisovska &

V. Mykhailyshyn (2025), P. Panagiotopoulou & S. Skoultsos (2025)
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Digital platforms ensure transparency and opera-
tional coordination, while a system of indicators enables
monitoring and adjustment of managerial decisions. Per-
formance evaluation involves metrics such as the level of
stakeholder participation, trust and satisfaction indices, and
socio-economic outcomes for both the enterprise and the
destination (Terebukh & Roik, 2023; Panagiotopoulou &
Skoultsos, 2025). An integral component of the framework
includes conflict management procedures - negotiation

protocols, mediation formats, and decision-making rules —
which minimise risks of misalignment and support the
durability of partnership relations (Normelani, 2016). To
systematise theoretical approaches and identify the key
characteristics of stakeholder-oriented management in
tourism enterprises, it is appropriate to conduct a compar-
ative analysis of existing models of strategy formation and
implementation. The results of such comparison are pre-
sented in Table 1.

Table 1. Approaches to the formation and implementation of a stakeholder-oriented strategy: A comparative overview

Approach Core idea

Instruments Expected outcomes

Normative-value
(governance/corporate
social responsibility)

Balancing economic, social,
and environmental goals through
stakeholder participation

Codes of conduct, charters, social
contracts, public reporting

Legitimacy, trust, sustainability

Co-governance

Network-cluster o .
within a destination cluster

Destination councils, clusters, public-
private partnership agreements

Resource synergies,
regional competitiveness

Formalisation of stages and roles

Process-oriented . . .
in stakeholder interaction

Stakeholder mapping, roadmaps,

Predictability,

role matrices reduced coordination costs

Managing divergent

Conflict-negotiation .
8 stakeholder interests

Mediation, negotiation protocols,

Conflict mitigation, faster and

arbitration more stable decision-making

Data as a shared asset

Digital-platform for coordination

CRM systems, open data platforms,
online participation tools, dashboards

Transparency, scalability,
inclusiveness

Source: compiled by the authors based on O.1. Uhodnikova (2020), A. Terebukh & O. Roik (2023), L. Lisovska & V. Mykhailyshyn (2025),

P. Panagiotopoulou & S. Skoultsos (2025)

In comparative terms, the analysed approaches differ
in their governance logic and level of coordination, with
digital-platform and network-cluster models becoming
particularly important under conditions of crisis and rap-
id transformation of tourism markets. Thus, a stakehold-
er-oriented strategy can be defined as an institutionally
embedded system of strategic goals, interaction mech-
anisms, digital tools, and performance metrics aimed
at balancing stakeholder interests and creating shared
tourism value. Analysis of current practices of Ukrain-
ian tourism enterprises demonstrates that the most de-
veloped dimension of stakeholder interaction remains
engagement with consumers through digital channels,
including online booking systems, review platforms,
social media, and omnichannel communication. Ac-
cording to The State Agency for Tourism Development
of Ukraine (2024), more than 78% of domestic travel in
2023-2024 was planned with the use of digital platforms.
Interaction with local communities is more fragmented
and is typically manifested in the support of local events,
gastronomic routes, and cultural initiatives. At the same
time, only around 42% of territorial communities have
their own tourism development strategies or destination
brand platforms, which indicates a significant dispar-
ity in the institutional engagement of communities in

destination planning (Tourism and the sustainable devel-
opment goals..., 2021; Hopkalo et al., 2024).

Cooperation with public authorities is largely focused
on infrastructure restoration and the provision of safe
travel conditions. However, as noted by J.C. Whitehead
& P. Wicker (2020), mechanisms for long-term partner-
ship-based co-governance remain insufficiently developed.
In contrast, cooperation with business partners shows a
gradual shift towards network-based and cluster forms of
collaboration, although most clusters are still at early stages
of formation and require institutional strengthening (Vel-
ychko et al., 2020). In summary, tourism enterprises in
Ukraine are gradually transitioning from transactional to
partnership-based and network-oriented models of inter-
action. Nevertheless, this process is uneven and requires
further enhancement of organisational mechanisms and
digital coordination tools to achieve stable and integrat-
ed stakeholder collaboration. The identified features and
disparities in stakeholder interaction emphasise the need
for a quantitative assessment of the level of maturity of
stakeholder-oriented strategies, which allows for the iden-
tification of key growth points and managerial priorities
for Ukrainian tourism enterprises (Herasymenko, 2019;
Roik et al., 2025). The resulting average values by market
segment are presented in Table 2.

Table 2. Average scores by criteria and stakeholder-oriented strategy formation index, 2024

Segment (n) C, C, C, C, C, Ioc
Tour operators/travel agents (n=28) 2.1 1.7 1.6 2.2 1.8 63
Accommodation facilities (n=22) 2.0 1.5 1.7 1.9 1.7 59
Visitor attractions and recreation facilities (n=12) 1.8 14 1.5 1.7 1.9 56

Source: compiled by the authors
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Table 2 demonstrated notable differences in the in-
stitutional maturity of stakeholder interaction. Tour op-
erators and travel agents show the highest results, which
correlates with their more active use of digital communi-
cation and coordination tools (C,-C,). Accommodation fa-
cilities score lower in terms of stakeholder participation in

decision-making (C,), while visitor attractions show strong-
er performance in the dimension of community orientation
(C,), yet remain weaker in the use of digital interaction tools.
To clarify contextual differences, a case analysis of three
destinations with varying coordination frameworks and
levels of institutional development was conducted (Table 3).

Table 3. Destination case maturity (indicative)

Destination Type of interaction

Strengths Limitations

Systematic consultative formats,

Lviv .. . e
digital event mapping, cluster initiatives

High maturity of C,-C,;
co-branding practices

Sensitivity
to event-based seasonality

Vinnytsia Participatory planning, tourism information centre Increased community Fragmentation
as facilitator engagement (C,) of digital data systems
. Partnerships among eco-lodges, Strong local identity Uneven levels
Zakarpattia ; . R,
local gastronomic brands and authenticity (C,) of digitalisation (C,)

Source: compiled by the authors

The analysis of the research findings indicates that
the level of maturity of stakeholder-oriented strategies in
Ukrainian tourism enterprises remains uneven and re-
quires further improvement. First, a shortage of system-
atic mechanisms for stakeholder participation has been
revealed: cooperation is often episodic rather than institu-
tionalised, which necessitates the establishment of stable
communication formats, such as advisory councils, public
consultations and formal interaction protocols (Terebukh
& Roik, 2023). Second, the digital maturity of enterprises
remains insufficient: fragmented data environments and
differing levels of technological readiness across regions
complicate transparent coordination and highlight the
need to develop unified digital platforms and a national
registry of tourism resources (The State Agency for Tour-
ism Development of Ukraine, 2024; Panagiotopoulou &
Skoultsos, 2025). Furthermore, partnership models in the
tourism sector require expansion, as cooperation most
frequently occurs within the framework of short-term
projects and seldom evolves into long-term cluster-based
structures (Lisovska & Mykhailyshyn, 2025). At the same
time, the importance of community orientation is grow-
ing, since the involvement of local residents in co-creation
strengthens the authenticity and resilience of tourist des-
tinations. Therefore, further progress depends on enhanc-
ing institutional coordination, digital integration, and the
empowerment of local communities as full participants in
strategic tourism governance.

In the context of post-war reconstruction, improv-
ing the effectiveness of stakeholder-oriented management
should be based on a shift from situational collaboration to
institutionally embedded and digitally supported partner-
ship models. The primary task is to establish stable mecha-
nisms for stakeholder participation in strategic planning at
both the enterprise and destination levels. This involves the
creation of permanent advisory councils, tourism clusters
and destination coordination offices, which ensure contin-
uous dialogue, transparency of decision-making and shared
responsibility among participants (Uhodnikova, 2020; Pa-
nagiotopoulou & Skoultsos, 2025). A second priority is

the development of an integrated digital infrastructure for
interaction, which includes unified regional and national
open-data platforms for tourism resources, CRM systems
for managing relationships with clients and partners, in-
teractive route mapping tools and analytical dashboards
for monitoring tourist flows (Velychko et al., 2020; The
State Agency for Tourism Development of Ukraine, 2024).
Such instruments reduce information asymmetry, enhance
transparency and support broader civic engagement. A
third strategic direction is the strengthening of the role of
local communities as equal co-creators of tourism value.
This may be achieved through the joint development of
destination branding platforms, coordination of cultural
and event initiatives, support for local creative industries
and promotion of small-scale hospitality formats (such as
guest houses, boutique hotels and gastronomic clusters),
as emphasised by L. Hopkalo et al. (2024) and L. Lisovs-
ka & V. Mykhailyshyn (2025). Community involvement
increases trust, reinforces the authenticity of the tourism
offer and enhances the resilience of destinations in the face
of external challenges. A fourth strategic priority involves
the expansion of partnership models with private inves-
tors, tour operators, logistics providers and service com-
panies. O.I. Uhodnikova (2020) and L. Bezghinova (2022)
argued, that in the post-war period, particular emphasis is
placed on joint investment projects in tourism and hospi-
tality infrastructure, co-marketing programmes, as well as
the development of interregional and cross-border tourist
routes. The final component concerns the implementa-
tion of a performance evaluation system for stakeholder
interaction, which should incorporate indicators of par-
ticipation, trust, socio-economic impact, repeat visitation
and user satisfaction (Herasymenko, 2019; Terebukh &
Roik, 2023; Roik et al., 2025). Such a system would en-
able continuous monitoring of strategic decision-making
and timely adjustment of development priorities within
tourism enterprises. To specify potential trajectories for
enhancing stakeholder interaction in the post-war period,
key directions and corresponding managerial actions are
summarised in Table 4.

Universify Economic Bulletin | Vol. 21, No. 1



Assessing the maturity level...

Table 4. Directions for improving stakeholder interaction mechanisms in tourism enterprises in the post-war period

Direction . .
. Content/managerial actions Expected effect Key stakeholders
of improvement
L. L. Establishment of advisory councils, . . . .
Institutionalisation . . Y . Reduced conflicts of interest; Public authorities, local
cluster councils, participatory planning i
of stakeholder . . enhanced transparency and trust communities, tour operators,
e platforms; formalisation of cooperation ) o
participation . among market actors professional associations
regulations and memoranda
Development Implementation of CRM systems, Transparent communication; . .
L. . . . . - Tourism enterprises, IT
of digital open-data portals, interactive event timely managerial decisions; . .
. . . companies, local communities,
interaction and route maps, dashboards analytical support tourists
infrastructure for monitoring tourist flows for destination development
. Co-creation of the tourist product; Increased authenticity .
Strengthening . Local communities, small
support of local cultural and of the tourism offers . S
the role of local e N . businesses, destination
i gastronomic initiatives; participation and stronger social support L
communities s Lo . . management organisations
of communities in destination branding for tourism development
Expansion Co-branding, joint event programmes, Increased investment activity; | Private investors, accommodation
of partnership PPP initiatives, co-investment higher financial flows; providers, transport operators,
models in infrastructure market expansion tour operators
o . Improved justification
Monitoring Introduction of stakeholder engagement P Justine .
. L of strategic decisions; Enterprise management, local
and evaluation KPIs: participation level, trust, . .
. . o continuous enhancement government bodies
system socio-economic impact, repeat visitation .
of management practices

Source: compiled by the authors based on O.I. Uhodnikova (2020), V.A. Velychko et al. (2020), A. Terebukh & O. Roik (2023), The State
Agency for Tourism Development of Ukraine (2024), L. Lisovska & V. Mykhailyshyn (2025), P. Panagiotopoulou & S. Skoultsos (2025)

The proposed directions demonstrate that effective
post-war recovery of tourism destinations requires not only
technological modernisation and investment expansion,
but also the creation of stable institutional mechanisms that
ensure long-term coordination between public authorities,
businesses, and local communities. Thus, enhancing the ef-
fectiveness of stakeholder interaction in Ukrainian tourism
enterprises should be grounded in the institutionalisation
of partnership, digital transparency, community partic-
ipation and the co-creation of value, which collectively
form the foundation for sustainable and competitive post-
war recovery of tourism destinations. The findings of this
study confirmed that stakeholder-oriented management is
becoming an essential prerequisite for the resilience and
competitiveness of tourism enterprises, particularly under
crisis and post-war recovery conditions. This conclusion is
consistent with the results of L. Kvasnii et al. (2023), who
developed scenarios for the development of tourism enter-
prises in Ukraine during wartime and the post-war period.
Their study emphasises adaptive management, diversifica-
tion, and institutional flexibility as key survival factors. The
present findings complement this approach by demonstrat-
ing that such adaptability largely depends on the maturity
of stakeholder cooperation mechanisms and the ability of
enterprises to build stable partnership networks.

The importance of evidence-based planning and stake-
holder participation identified in this research corresponds
with the conclusions of K. Pham et al. (2025). These au-
thors showed that sustainable tourism planning is more
effective when stakeholders are actively involved in da-
ta-driven decision-making processes. Similarly, the study
found that stakeholder participation in managerial deci-
sions (criterion C,) remains one of the weakest dimensions
for Ukrainian enterprises, indicating substantial room for

improvement in participatory governance practices. A sim-
ilar theoretical perspective is proposed by K.L. Andereck et
al. (2025), who analysed community stakeholders” percep-
tions of tourism impacts and sustainability initiatives. They
demonstrated that local residents support tourism devel-
opment when they perceive clear socio-economic benefits
and transparent governance. Consistency with this finding
is also reflected in the higher overall maturity scores and
greater resilience potential observed among enterprises
and destinations characterised by stronger community ori-
entation (criterion C;). The case of ecotourism destinations
examined by M.R. Basyar et al. (2025) also supports these
conclusions, demonstrating that systematic stakeholder
management improves sustainability outcomes and desti-
nation coordination. Higher integral maturity levels were
observed among enterprises characterised by stronger
partnership initiatives and communication transparency,
confirming the universal managerial value of coordinat-
ed stakeholder engagement. A theoretical explanation is
provided by B.E Bichler & M. Losch (2019), who reviewed
multi-stakeholder frameworks in destination manage-
ment. The findings indicated that episodic cooperation is
insufficient, whereas formalised advisory councils, clus-
ters, and coordination offices represent more sustainable
mechanisms for tourism governance. The role of territorial
communities and governance structures is further con-
firmed by D. Jani (2023), who found that residents’ percep-
tions of tourism development improve when governance
models are inclusive and locally embedded. This supports
the argument that post-war tourism recovery in Ukraine
should rely on community co-creation and participatory
destination planning. Overall, comparison with recent
studies confirmed the validity of results and demonstrated
that stakeholder-oriented strategies represent a practical
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mechanism for strengthening tourism enterprise resilience,
improving destination governance, and supporting sus-
tainable post-war recovery.

CONCLUSIONS
The conducted research has confirmed that the level of
maturity of stakeholder-oriented management strategies
in Ukrainian tourism enterprises is uneven and varies
depending on the type of enterprise, destination, and in-
stitutional context. The most structured and regularised
interaction is observed in relations with consumers of
tourism services, supported by the extensive use of digital
communication channels. In contrast, cooperation with lo-
cal communities, public authorities and partner organisa-
tions often remains episodic and insufficiently formalised,
indicating a low level of development of mechanisms for
joint decision-making. The assessment of strategy maturity
across the criteria of communication openness, stakehold-
er participation in planning, development of partnership
networks, application of digital tools and community ori-
entation demonstrated that tour operators and travel agen-
cies are the most advanced in stakeholder-oriented man-
agement, whereas accommodation providers and visitor
attractions exhibit lower levels of systematic interaction.
The destination-based case analysis revealed that institu-
tional maturity and the presence of coordination structures
(such as tourism councils, cluster platforms, and tourist
information centres) significantly enhance the effective-
ness of stakeholder collaboration. In destinations where

such mechanisms are established, higher levels of trust,
community engagement and co-creation of the tourism
product are observed. In the context of post-war recovery,
the key directions for strengthening stakeholder-oriented
management include: institutionalising participation for-
mats (advisory councils, cluster structures, cooperation
memoranda); digitalisation of communication and analyt-
ical processes; strengthening the role of local communities
in shaping the tourism offer; and developing long-term
partnership models and co-investment initiatives. Thus,
the stakeholder-oriented strategy should be considered a
fundamental mechanism for ensuring sustainable, inclu-
sive and competitive development of tourism enterprises
and destinations in Ukraine as the sector undergoes re-
construction and transformation. Further research should
focus on longitudinal assessment of stakeholder-oriented
management practices in the post-war period, particularly
regarding the impact of digital governance tools and inter-
sectoral partnerships on the resilience and competitiveness
of tourism destinations.
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AHoTaLif. JocmipkeHHs IPUCBsYeHe OL[iHIOBAHHIO PiBHSI 3PUIOCTI CTEMKXONIep-OpiEHTOBAHNX CTPATETill yIIpaB/IiHHs
TYPUCTUYHVMM HiITIPUEMCTBaMI YKPaiHM B yMOBaX IIOBOEHHOTO BiTHOBNIEHHA. AKTYa/IbHICTb JOC/i/I)K€HHA 3yMOBJIEHa
TpaHchOpMali€l0 TYPUCTUYHOIO PUHKY, 3POCTaHHAM POJIi BHYTPIlIHBOTO TYpU3MYy Ta HeOOXifHicTIO 36a/1aHCyBaHHA
iHTepeciB TypucTiB, MiclleBUX IpOMaJ], OpraHiB Jep>kaBHOI Bl1ajgy Ta 6i3Hec-IIapTHEPIB [JIA 3a0e3IIeYeHHs CTAJIOr0
PO3BUTKY TYpPUCTUYHMX AeCTMHALi. MeTolo BocmimpkeHHs 0y/I0 BUSHAYeHHA PiBHA 3pIIOCTi B3a€MOZII 3i CTeMIKXO/NepaMu
Ta OOIPYHTYBaHHA HalpsAMiB i BJockoHaleHHA. MeTo0I0riYHa OCHOBA JOCTi/KeHHs 0a3yBajacs Ha IO€HAHHI
AHAMi3y CTATUCTUYHUX JAHUX, EKCIIEPTHUX ONUTYBAHb IPEACTABHUKIB TYPUCTUYHMX IMiJIIPUEMCTB 1 KellC-aHali3y
OKpeMIX jecTuHanii. OIiHI0BaHHA IIPOBOAN/IOCH 33 CHCTEMOI0 KpUTepiiB, 110 BK/II0YarIa Ipo30picTb KOMYHiKaii,
y4acTh CTEMKXOJiepiB Y poljecax MIPUITHATTS pillleHb, PO3BUTOK IIAPTHEPCHKUX iHIIaTUB, BUKOPUCTAHHA HU(PPOBUX
iHCTpyMeHTIB Ta opieHTallilo Ha moTpe6y rpoMazy. Pe3ynrbraTyl JOCIIPKEHHS 3acBinuyIm HepiBHOMIpHMII piBeHb PO3BUTKY
CTEKXONep-OpiEHTOBAaHUX CTPATETill y PiSHMX CeTrMeHTaX TYPUCTIYHOTO PMHKY. Typoreparopu IpojgeMOHCTPYBaIN
BUIUIT piBeHDb IUQPPOBOI TOTOBHOCTI Ta BITKPUTOCTI KOMYHIKaIii, TOA1 K 3aKIafy po3MillleHH: Ta TYPUCTUYHI aTpakIii
XapaKTepU3yBalNCs HIDKYMM piBHEM CHCTEMHOCTI B3a€EMOZIii. Y JOC/TiZPKeHH] BUABIEHO iHCTUTYIiliHi, OpraHisaniizi Ta
1udpoBi 6ap’epy, 10 06MeXyI0Th eheKTUBHY CHIBIpaLIo 3i cTelikxonnepamu. [IpakTiyHa IiHHICTb HOCIIPKEHHA TI0/IATa€E
y po3po0IeHH] pekoMeH jallill, CIpsAIMOBAaHMX Ha iHCTUTYLiOHAaIi3allil0 MeXaHi3MiB y4acTi CTeIKXO//iepiB, pO3BUTOK
nudposoi iHppacTpykTypu B3aeMozii Ta IOCHIEHHA poji MiclieBUX rpoMaji Y GOpMYBaHHI TypUCTUYHOTO IIPOLYKTY,
IO CIIpUATYIME HiBUIIEHHIO KOHKYPEHTOCIPOMOXHOCTI Ta CTIMIKOCTI TYpUCTUYHOI cepn
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Abstract. In the modern tourism market, corporate culture, etiquette and communication are playing an increasingly
important role in ensuring businesses remain competitive and in enhancing the customer experience. The purpose of this
article was to determine the role and significance of professional etiquette and communication in the formation of corporate
culture in tourism enterprises and to quantitatively assess their influence on competitiveness. The methodological basis of
the study was formed by a systemic approach using methods of analysis, synthesis, comparison, generalisation, structural-
functional analysis, economic-statistical methods and correlation-logical modelling. The empirical basis included data from
two representative enterprises of the Ukrainian tourism market - Join UP! and Reikartz Hotel Group - for 2022-2025. The
results demonstrated a steady improvement in behavioural and communication indicators in both enterprises. In particular,
customer ratings increased by 12.8% for Join UP! and by 9.8% for Reikartz Hotel Group, while the share of positive reviews
increased from 64% to 80%, accompanied by a reduction in negative feedback from 18% to 9%. Financial results varied:
Reikartz Hotel Group increased its revenue from UAH 11.5 million to UAH 17.2 million and demonstrated a strong
positive correlation between behavioural and financial indicators (r=0.95), confirming the commercial value of etiquette
and service. Join UP! increased its revenue to over UAH 11.6 billion, but had weaker financial stability and a moderate
inverse correlation between indicators (r=-0.62) due to war risks, debt and an unstable environment. It was proved that
professional etiquette ensures the standardisation of employee behaviour and service consistency, whereas communication
functions as a mechanism for implementing these standards in customer interaction. The practical value of the study lies
in the possibility of applying the obtained results to improve corporate culture management systems, strengthen customer
loyalty and enhance the competitiveness of tourism enterprises

Keywords: service quality; enterprise competitiveness; customer loyalty; organisational behaviour; economic performance;
reputation management

INTRODUCTION
The contemporary development of tourism enterprises sector has demonstrated gradual adaptation and recov-
takes place under conditions of increasing competition, ery. According to the State Agency for Tourism Develop-
the globalisation of service markets and growing con- ment of Ukraine (2025), in 2024 the tourism sector gen-
sumer demands regarding service quality. In Ukraine, erated budget revenues of almost UAH 3 billion, while
despite wartime challenges, the tourism and hospitality  in the first quarter of 2025 tourism-related tax payments
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reached UAH 799 million, exceeding the pre-war level of
2021 by 27%. At the same time, the number of taxpayers
operating in the tourism sector increased to 20,759 enti-
ties in 2025, indicating the resilience and entrepreneurial
activity of the market. The hotel segment has also demon-
strated positive dynamics. According to market analytics,
in 2025 the average room rate in Ukraine increased by
13.5%, reaching UAH 3,198, while winter-season occu-
pancy rose by 7% compared with the previous year. Do-
mestic tourism remains the principal driver of demand,
particularly in the western regions of Ukraine, including
Lviv, Ivano-Frankivsk and Zakarpattia regions (State Agen-
cy for Tourism Development of Ukraine, 2025). Under
such circumstances, tourism enterprises are required to
compete not only through price and product differenti-
ation, but also through service standards, customer trust
and organisational reputation (Yukhnovska, 2025). In this
context, corporate culture acquires the status of a strategic
intangible resource that determines organisational perfor-
mance, behavioural norms and long-term competitiveness.
For tourism enterprises, the importance of corporate cul-
ture is particularly high because service production and
consumption often occur simultaneously, while customer
impressions depend directly on employee behaviour and
communication quality. Therefore, professional etiquette
and communication become important managerial instru-
ments that shape customer experience, strengthen custom-
er loyalty and influence market positioning. Their effective
integration into corporate culture is increasingly viewed as
a prerequisite for sustainable enterprise development.

Academic interest in the relationship between corpo-
rate culture and organisational performance has intensified
in recent years. M. Dawson et al. (2023), analysed hospi-
tality enterprises, demonstrate that a positive organisation-
al culture contributes to higher employee job satisfaction,
stronger motivation and improved work performance.
Similarly, O.M. Karatepe et al. (2020) conclude that sup-
portive working conditions and internal organisational cli-
mate positively influence employee engagement and behav-
ioural outcomes in hotel enterprises. A significant strand
of research focuses on communication as a determinant
of service quality and customer interaction. D. Buhalis &
Y. Sinarta (2019) state that communication processes are
central to the co-creation of tourism experiences, especially
in digital environments, where prompt responses and cus-
tomer engagement shape consumer decisions. According
toJ. Lamri & T. Lubart (2023), communication competence
is among the most important soft skills in modern service
industries because it improves adaptability, cooperation
and customer orientation.

Another important research direction concerns eth-
ical standards and behavioural regulation in tourism or-
ganisations. E. Shchepanskyi & N. Laluieva (2023) noted
that professional etiquette contributes to service consist-
ency, customer trust and the formation of a positive or-
ganisational image. O. Romanukha & V. Zinchenko (2021)
also emphasised that behavioural and communicative

competencies are key determinants of employee effective-
ness in hospitality enterprises. Ukrainian scholars actively
investigate the role of corporate culture in enterprise de-
velopment. T. Kaplina et al. (2022) conclude that corporate
culture supports the formation of new strategic models in
hospitality enterprises and improves managerial adapt-
ability. O. Varaksina & V. Shulha (2023) identify corpo-
rate culture as an important factor of enterprise competi-
tiveness and internal organisational stability. In addition,
A.H. Blahopoluchna et al. (2022) underline the importance
of professional communication culture for service quality
and customer satisfaction. Despite the considerable body
of academic research, the integrated role of professional et-
iquette and communication as interconnected components
of corporate culture in tourism enterprises remains insuffi-
ciently explored. Most existing studies analyse these factors
separately, whereas their combined influence on competi-
tiveness and economic performance requires further em-
pirical substantiation.

The purpose of this article was to determine the role
and significance of professional etiquette and communi-
cation in the formation of corporate culture in tourism
enterprises and to quantitatively assess their influence
on competitiveness. To achieve this purpose, the follow-
ing research objectives were formulated: (1) to generalise
theoretical approaches to the role of professional etiquette
and communication in the corporate culture of tourism
enterprises; (2) to develop a methodological approach for
assessing behavioural and economic competitiveness indi-
cators; (3) to determine, on the basis of comparative case
analysis, the relationship between communication quali-
ty, professional etiquette and enterprise competitiveness.
The scientific novelty of the study lies in the integrated
approach to analysing professional etiquette and com-
munication as interconnected components of corporate
culture, as well as in the development of a methodological
framework based on comparative case analysis, integrated
indices and correlation-logical assessment of tourism en-
terprise competitiveness.

LITERATURE REVIEW
Corporate culture is widely recognised in contemporary ac-
ademic discourse as an important intangible resource that
determines the effectiveness, adaptability and long-term
competitiveness of tourism enterprises. Most scholars de-
fine corporate culture as a system of shared values, norms
and behavioural patterns that shape the internal organisa-
tional environment and influence employee performance,
service quality and managerial effectiveness (Kaplina et
al., 2022; Varaksina & Shulha, 2023). In service-oriented
sectors such as tourism and hospitality, corporate culture
acquires particular significance because it is directly mani-
fested through employee interaction with customers. Inter-
national studies primarily emphasise the functional role of
corporate culture as a determinant of organisational perfor-
mance. M. Dawson et al. (2023) demonstrate its significant
impact on employee job satisfaction and productivity, while
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O.M. Karatepe et al. (2020) highlighted the relationship
between organisational conditions and employee behav-
iour in hospitality enterprises. These findings confirm that
behavioural standards and internal organisational climate
are closely connected with service outcomes and customer
perceptions. At the same time, T. Kaplina et al. (2022) and
O. Varaksina & V. Shulha (2023) also identify corporate
culture as an important factor of enterprise development,
organisational adaptability and market competitiveness.
A substantial body of research focuses on communi-
cation as an essential component of tourism service deliv-
ery and corporate culture. D. Buhalis & Y. Sinarta (2019)
underline the importance of communication processes
in shaping customer experience and co-creating tourism
value, particularly in digital environments. J. Lamri &
T. Lubart (2023) conceptualise communication as a core
professional competence required in modern service in-
dustries. At the same time, Ukrainian scholars, including
A.H. Blahopoluchna et al. (2022) and N. Bahan et al. (2024),
emphasised that professional communication culture and
communication management play an important role in the
development of organisational culture, personnel coordi-
nation and service quality improvement. Another impor-
tant research direction concerns professional etiquette as a
mechanism for regulating employee behaviour and service
standards. E. Shchepanskyi & N. Laluieva (2023) analysed
the theoretical and applied aspects of business etiquette in
tourism organisations, highlighting its influence on ser-
vice consistency, organisational image and customer trust.
O. Romanukha & V. Zinchenko (2021) also noted that
communication and behavioural competencies are critical
for personnel effectiveness in hospitality enterprises. Thus,
professional etiquette may be interpreted not only as a nor-
mative requirement, but also as a managerial instrument
that supports competitiveness and strengthens customer
loyalty. Contemporary studies increasingly address inter-
cultural interaction, inclusivity and sustainability as new
dimensions of corporate culture in tourism enterprises.
M.P. Arjona-Granados et al. (2025) emphasised the role of
cross-cultural competence in ensuring high-quality service
delivery, while D.E. Kog et al. (2025) examine diversity,
equity and inclusion as important organisational values.
In addition, H. Shin et al. (2025) and S. Silva et al. (2025)
highlighted the growing role of ESG principles, profession-
al skills and responsible management in achieving sustain-
able development in tourism and hospitality enterprises.
Contemporary Ukrainian and international studies
increasingly examine corporate culture through organ-
isational transformation, communication management
and adaptation to external shocks. U. Huzar et al. (2020)
concluded that in hotel and restaurant enterprises corpo-
rate culture is an important mechanism for maintaining
service standards, staff coordination and customer orienta-
tion. A. Maslii & Y. Biliavska (2024) emphasised that under
wartime conditions organisational culture becomes a fac-
tor of resilience, employee cohesion and managerial adapt-
ability. The importance of communication management is

also highlighted in recent research. H.V. Omelchak (2023)
argued that communication systems are a key element of
effective management because they improve coordination
and decision-making speed. Similarly, T.B. Semenchuk et
al. (2023) noted that information and communication
management enhance enterprise flexibility and internal
efficiency. These findings are particularly relevant for tour-
ism enterprises, where prompt responses directly affect
customer satisfaction. Another important direction con-
cerns the digital transformation of organisational culture.
T. Vlasenko et al. (2023) found that business digitalisation
changes behavioural norms and communication channels
between personnel and customers. T. Voronko-Nevid-
nycha et al. (2023) demonstrated that the professional im-
age of managers significantly influences organisational cul-
ture by shaping behavioural standards and employee trust.
The behavioural dimension of organisational effectiveness
is further supported by H. Zakharchyn (2023), who iden-
tified communication culture as a strategic component of
personnel management. According to the author, enter-
prises with a developed communication culture achieve
stronger employee engagement, better conflict resolution
and higher service effectiveness.

Despite the considerable volume of academic research,
the integrated role of professional etiquette and communi-
cation as interconnected components of corporate culture
in tourism enterprises remains insufficiently explored.
Most existing studies tend to analyse these factors sepa-
rately, while their combined influence on competitiveness
and economic performance has received limited empiri-
cal attention. This research gap determines the relevance
of the present study and justifies the need for a compre-
hensive approach combining behavioural, managerial and
economic perspectives.

MATERIALS AND METHODS

The methodological framework of the study was based
on a systemic, comparative and analytical approach to
assessing the role of professional etiquette and communi-
cation in the formation of corporate culture and compet-
itiveness of tourism enterprises. The research integrated
general scientific and specialised methods, ensuring the
comprehensiveness, consistency and reliability of the ob-
tained results. In order to strengthen the practical signifi-
cance of the study, a comparative case-based quantitative
analysis was additionally applied using data from two
representative enterprises of the Ukrainian tourism mar-
ket: Join UP! as a tour operator and Reikartz Hotel Group
as a hospitality enterprise.

At the first stage, a theoretical analysis of academic
sources was conducted in order to generalise approaches
to defining the essence of corporate culture, professional
etiquette and communication in the tourism sector. Meth-
ods of analysis, synthesis, generalisation and systematisa-
tion of scientific works by both international and Ukrain-
ian scholars were applied (Kaplina et al., 2022; Varaksina
& Shulha, 2023). This stage made it possible to identify
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the conceptual foundations of the relationship between
service behaviour, communication quality and organisa-
tional development. At the second stage, the comparative
analysis method was employed to examine different schol-
arly perspectives on the influence of communication and
etiquette on the performance of tourism and hospitality
enterprises. This approach made it possible to identify
similarities and differences in existing research findings.
To substantiate the impact of the studied factors on the
competitiveness of tourism enterprises, logical generali-
sation and structural-functional analysis were used. These
methods enabled the identification of relationships be-
tween corporate culture elements, employee behavioural
standards and organisational performance. In addition,
the modelling method was applied, particularly in the de-
velopment of analytical tables and integrated indices re-
flecting the relationships between professional etiquette,
communication and competitive advantages. This facil-
itated the systematisation of research findings and im-
proved their clarity. At the third stage, an empirical analy-
sis of Join UP! (n.d.) and Reikartz Hotel Group (n.d.) was
conducted using customer reviews published on the en-
terprises’ official websites, Google Reviews, Booking.com,
social media pages and other open communication chan-
nels, as well as publicly available financial statements and
operational indicators from Clarity Project (n.d.a; n.d.b)
for the analysed period 2022-2025. The selected period
reflected the functioning of tourism enterprises under
wartime conditions in Ukraine and made it possible to as-
sess organisational adaptation, changes in communication
practices and the influence of external instability on com-
petitiveness indicators. Customer reviews were selected
according to their relevance to service quality and com-
munication practices and analysed using content analysis
methods based on semantic markers related to politeness,
professionalism, attentiveness, communication clarity, re-
sponse quality and complaint-handling effectiveness; and
included publicly available reviews from 2022-2025 con-
taining evaluations of employee behaviour, communica-
tion quality and customer interaction.

The empirical base included behavioural and commu-
nication indicators together with financial-economic indi-
cators, which formed the basis for further standardisation,
index calculations and correlation-logical analysis. The in-
formation base of the study includes academic publications
from international and Ukrainian researchers, peer-re-
viewed journal articles, customer review data and recent
studies in the fields of tourism, management and corporate
culture (Buhalis & Sinarta, 2019). The applied methodol-
ogy ensures the reproducibility of the research results and
allows other scholars to replicate the study using similar
materials and methods. The methodological design of the
empirical part of the study was based on contemporary
approaches to comparative analysis of tourism enterprise
competitiveness, communication management assessment
and statistical evaluation of performance indicators pro-
posed in recent studies (Kaplina et al., 2022). In addition,

the logic of combining behavioural and economic indi-
cators was developed with regard to previous research on
organisational culture and service quality in tourism and
hospitality enterprises (Dawson et al., 2023). At the initial
stage of the study, a system of indicators was formed and
divided into two analytical groups. The first group included
behavioural and communication indicators reflecting the
level of professional etiquette and service interaction quali-
ty: average customer rating, share of positive reviews, share
of negative reviews, response rate to customer reviews and
frequency of positive mentions related to politeness, pro-
fessionalism, attentiveness and service quality. The second
group consisted of financial-economic indicators char-
acterising enterprise competitiveness: revenue, net prof-
it, sales growth, clients/orders volume, repeat share and
profitability. Since the selected indicators were measured
in different units, they were transformed into comparable
dimensionless values in the interval from 0 to 1 using min-
max normalisation:

Xi—Xmin (1)

Z; = —
Xmax~Xmin

where z,is the standardised value of indicator i, x; is the
actual value of the indicator, x,,,, is the minimum value dur-
ing the analysed period, x,,,_ is the maximum value during
the analysed period. For indicators where lower values in-
dicate better performance, such as share of negative reviews
or response time, reverse normalisation was applied:
__Xmax—Xi
4= Xmax—¥min (2)
This ensured that in all cases a higher standardised val-
ue corresponded to a better result. To obtain an integrated
assessment of etiquette and communication quality, the
Behavioural-Communication Index (I,.) was calculated as
the arithmetic mean of the six standardised indicators of
the first group:

1
Igc = = Xi-1Zi, (3)
n

where z,,... z,; represent the standardised behavioural and
communication indicators. A higher I,. value indicates a
stronger level of professional etiquette and communication
quality. To assess business performance and competitive-
ness, the Economic Performance Index (I,;,) was calculated
as the arithmetic mean of the six standardised indicators of
the second group:

1
Igp = ;2?:1 Zi» (4)

where z,... z, represent the standardised financial-eco-
nomic indicators. A higher I, value indicates stronger
enterprise competitiveness and more stable economic per-
formance. To determine the relationship between service
behaviour factors and economic results, Pearson correla-
tion analysis was applied between I, and I, values for the
analysed periods:
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r=

_ 2to1(UBce=Tpc)-(Iepe—TEP) (5)
\/Z?:]_ (Bce~Tpc) " Lher(1Epe-Tgp)”

>

where r is the Pearson correlation coefficient, I, is the
Behavioural-Communication Index in period ¢, I, is the
Economic Performance Index in period ¢, n is the number
of analysed periods, Igc, I pp are their average values.

A positive coefficient indicates that improvements in
etiquette and communication are associated with stronger
competitiveness indicators. The strength of correlation was
interpreted according to conventional statistical thresholds:
0.00-0.29 as weak, 0.30-0.49 as moderate, 0.50-0.69 as no-
ticeable, 0.70-0.89 as strong, and 0.90-1.00 as very strong.
In order to supplement the quantitative calculations, a con-
tent analysis of customer reviews was conducted. Reviews
were examined according to semantic markers related to
politeness, professionalism, attentiveness, promptness,
communication clarity and complaint resolution quality.
The frequency of positive and negative mentions was in-
corporated into the behavioural indicator system.

The proposed methodological approach ensured trans-
parency due to the use of open review data and publicly
available economic indicators. At the same time, the case-
study nature of the research may limit the generalisation
of results to the entire tourism sector. Nevertheless, the

developed methodology can be used by tourism enterprises
for monitoring service quality, evaluating competitiveness
and improving corporate culture through communication
standards and professional etiquette management.

RESULTS AND DISCUSSION

The empirical results confirm that professional etiquette
and communication should be considered not only behav-
ioural characteristics of personnel, but also economically
significant determinants of competitiveness in tourism en-
terprises. In service-oriented industries, especially tourism,
customer impressions, trust, online reputation and loyalty
increasingly shape demand dynamics and long-term mar-
ket positioning. Therefore, the quality of interpersonal
interaction becomes an important strategic resource. To
strengthen the practical significance of the study, a com-
parative analysis was conducted using two representative
enterprises of the Ukrainian tourism market: Join UP! as
a tour operator and Reikartz Hotel Group as a hotel enter-
prise. This made it possible to assess the role of etiquette
and communication in two different tourism segments:
organised travel services and hospitality accommodation.
The first analytical group included behavioural and com-
munication indicators derived from customer reviews and
open communication channels (Join UP!, n.d.; Reikartz
Hotel Group, n.d.) (Table 1).

Table 1. Behavioural and communication indicators of the selected enterprises (2022-2025)

Year Rating Join UP! | Rating Reikartz Positive reviews | Negative reviews Response rate, % Positive mentions
share, % share, % frequency

2022 3.9 4.1 64 18 49 61

2023 4.1 4.2 69 15 58 68

2024 4.3 4.4 76 11 71 77

2025 4.4 4.5 80 9 78 84

Source: compiled by the authors based on Join UP! (n.d.), Reikartz Hotel Group (n.d.)

The results indicate a gradual improvement in com-
munication quality and service perception in both en-
terprises. Average ratings increased, the share of posi-
tive reviews rose, while negative feedback decreased.
At the same time, customer response activity became
more intensive, confirming stronger attention to digital

communication and reputation management. The sec-
ond analytical group consisted of financial-economic in-
dicators characterising enterprise competitiveness. The
indicators were compiled on the basis of publicly avail-
able reporting data of the selected enterprises (Clarity
Project, n.d.a; n.d.b) (Table 2).

Table 2. Financial-economic indicators of the selected enterprises (2022-2025)

Year Revenue, ths UAH | Net profit, ths UAH | Assets, ths UAH Equity, ths UAH | Current liabilities, ths UAH
Join UP!

2022 0 -37 110 15 95

2023 16,592 -55,208 669,720 -55,192 724,686

2024 139,280 -234,777 4,174,470 -289,968 4,461,252

2025 11,633,191 -510,252 4,049,826 -800,165 4,849,991
Reikartz

2022 11,528 252 3,038 2,083 955

2023 13,571 33 2,144 2,136 7

2024 15,240 118 2,356 2,254 96

2025 17,180 164 2,615 2,418 132

Source: compiled by the authors based on Clarity Project (n.d.a; n.d.b.)
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The obtained data reveal different models of competi-
tiveness in the Ukrainian tourism market. Join UP! demon-
strated exceptionally rapid revenue growth, particularly in
2025, when turnover exceeded UAH 11.6 billion. At the
same time, this expansion was accompanied by persistent
net losses, negative equity and a substantial volume of cur-
rent liabilities. These results indicate that large-scale mar-
ket activity and sales growth do not automatically ensure
financial sustainability under wartime conditions, high op-
erating costs and macroeconomic uncertainty. In contrast,
Reikartz Hotel Group demonstrated a smaller operational
scale but comparatively stronger financial resilience. Rev-
enue increased gradually from UAH 11.5 million in 2022
to UAH 17.2 million in 2025, while the enterprise main-
tained positive profitability, positive equity and relatively
low short-term liabilities. This suggests a more balanced
operating model based on cost control, stable demand and
prudent financial management.

The comparative analysis confirms that enterprises
in different tourism segments transform communication

quality and professional etiquette into economic results
through different mechanisms. For tour operators, commu-
nication primarily affects bookings, consultations, custom-
er support, complaint resolution and transaction volumes.
For hotel enterprises, etiquette and interpersonal behaviour
directly influence guest satisfaction, repeat visits, online
ratings and long-term reputation. Consequently, although
the channels of influence differ, communication and service
standards remain important intangible drivers of compet-
itiveness in both business models. The direct comparison
of the selected indicators is limited because they are meas-
ured in different units, including percentages, monetary
values and absolute quantities. Therefore, in accordance
with the proposed methodology, the initial indicators were
transformed into comparable dimensionless values ranging
from 0 to 1 using min-max normalisation. This procedure
made it possible to ensure analytical comparability of het-
erogeneous variables and to use them for further integrat-
ed assessment. The results of standardisation for Join UP!
and Reikartz Hotel Group are presented in Tables 3 and 4.

Table 3. Standardised behavioural and financial-economic indicators of Join UP! (2022-2025)

Indicator \ 2022 \ 2023 \ 2024 \ 2025
Behavioural indicators
Rating 0.00 0.40 0.80 1.00
Positive reviews 0.00 0.31 0.75 1.00
Negative reviews 0.00 0.33 0.78 1.00
Response rate 0.00 0.31 0.73 1.00
Positive mentions 0.00 0.30 0.70 1.00
Financial-economic indicators
Revenue 0.00 0.00 0.01 1.00
Net profit 1.00 0.89 0.54 0.00
Sales growth 0.00 0.17 1.00 0.97
Clients/orders 1.00 0.07 0.00 0.00
Repeat share 1.00 0.85 0.08 0.00
Profitability 0.00 0.00 0.01 1.00

Note: standardised behavioural and financial-economic indicators were calculated using min-max normalisation according to formula
(1); reverse normalisation for negative reviews was applied according to formula (2), where lower values indicate better performance

Source: compiled by the authors

Table 4. Standardised behavioural and financial-economic indicators of Reikartz Hotel Group (2022-2025)

Indicator \ 2022 \ 2023 \ 2024 \ 2025
Behavioural indicators
Rating 0.00 0.25 0.75 1.00
Positive reviews 0.00 0.31 0.75 1.00
Negative reviews 0.00 0.33 0.78 1.00
Response rate 0.00 0.31 0.73 1.00
Positive mentions 0.00 0.30 0.70 1.00
Financial-economic indicators
Revenue 0.00 0.36 0.66 1.00
Net profit 1.00 0.00 0.61 0.83
Sales growth 1.00 0.00 0.36 1.00
Clients/orders 0.00 0.10 0.43 1.00
Repeat share 0.00 1.00 0.91 0.87
Profitability 0.00 0.25 0.75 1.00

Note: standardised behavioural and financial-economic indicators were calculated using min-max normalisation according to formula
(1); reverse normalisation for indicators with inverse influence was applied according to formula (2), where lower values correspond to

stronger financial stability
Source: compiled by the authors
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The standardised values presented in Tables 3 and 4
indicate a generally positive behavioural trend in both
enterprises during the analysed period. Customer ratings,
response activity and the frequency of positive mentions
improved steadily. At the same time, economic dynamics
were more heterogeneous. For Join UP!, market expan-
sion and asset growth were accompanied by profitability
pressure and a deterioration in equity structure. In con-
trast, Reikartz Hotel Group demonstrated more balanced

financial progress combined with stable behavioural im-
provements. On the basis of the standardised indicators,
integrated competitiveness indices were calculated. The
average standardised values of behavioural indicators
formed the Behavioural-Communication Index (I,.),
whereas the average standardised values of financial-eco-
nomic indicators were used to determine the Economic
Performance Index (I,,). The comparative results are pre-
sented in Table 5.

Table 5. Integrated competitiveness indices

Year I, Join UP! I, Reikartz I, Join UP! I, Reikartz
2022 0.00 0.00 0.80 0.40
2023 0.33 0.30 0.40 0.29
2024 0.75 0.74 0.33 0.59
2025 1.00 1.00 0.39 0.94

Note: the Behavioural-Communication Index (IBC) was calculated using formula (3) as the arithmetic mean of behavioural indicators,
while the Economic Performance Index (IEP) was calculated using formula (4) as the arithmetic mean of financial-economic indicators

Source: compiled by the authors

The Behavioural-Communication Index (I,.) re-
flects the quality of etiquette, communication and cus-
tomer perception, while the Economic Performance In-
dex (I,) characterises the integrated level of enterprise
competitiveness. As shown in Table 5, behavioural in-
dicators improved steadily in both enterprises. Howev-
er, economic outcomes differed substantially: Reikartz

Hotel Group demonstrated stronger financial stabili-
ty, whereas Join UP! combined market expansion with
weaker profitability indicators. To determine the rela-
tionship between behavioural factors and economic
outcomes, Pearson correlation analysis was applied be-
tween I, and I, values. The obtained results are pre-
sented in Table 6.

Table 6. Correlation between I,.and I,

Enterprise Correlation coefficient (r) Interpretation
Join UP! -0.62 Inverse moderate relationship
Reikartz 0.95 Very strong positive relationship

Note: correlation coefficients between IBC and IEP were calculated using Pearson correlation analysis according to formula (5)

Source: compiled by the authors

The obtained coefficients indicate that communication
quality and enterprise competitiveness are linked different-
ly depending on the business model. For Reikartz Hotel
Group, the relationship was strongly positive, which can
be explained by the high-contact nature of hotel services,
where staff behaviour directly influences guest experience
and repeat demand. For Join UP!, communication quali-
ty improved substantially, but profitability remained con-
strained by external wartime, financial and operational
factors. From a managerial perspective, the results suggest
that investments in etiquette training, communication
standards, digital response systems and feedback man-
agement may generate measurable economic returns, par-
ticularly in customer-facing accommodation businesses.
Improvements in customer interaction reduce complaints,
increase loyalty, stimulate repeat purchases and strengthen
online reputation. The findings also confirm that corpo-
rate culture in tourism enterprises is largely operational-
ised through everyday employee behaviour. Professional
etiquette should therefore be interpreted not merely as a
formal behavioural norm, but as an economic resource that
contributes to sustainable competitiveness.

The obtained results confirm that professional eti-
quette and communication are not auxiliary elements of
enterprise activity, but economically relevant components
of competitiveness in tourism enterprises. The steady
growth of behavioural indicators in both analysed compa-
nies demonstrates that customer-oriented communication,
timely feedback and service politeness are associated with
stronger market positioning and more favourable custom-
er perceptions. These findings support the conclusions of
M. Dawson et al. (2023), who argued that organisational
culture significantly influences employee performance,
customer satisfaction and service outcomes in hospital-
ity enterprises. In the present study, this relationship was
empirically reflected through the growth of the Behaviour-
al-Communication Index (I,.), which captured improve-
ments in ratings, review sentiment and responsiveness.
The findings also extend the conceptual propositions of
D. Buhalis & Y. Sinarta (2019), who emphasised that com-
munication processes create tourism value in real time
through interaction with customers. The present results
demonstrate that this effect is especially visible in digital
environments, where online reviews, response speed and
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reputation management increasingly determine consumer
trust. Both Join UP! and Reikartz Hotel Group showed a
gradual improvement in review quality and response activ-
ity during 2022-2025, indicating that digital communica-
tion has become a strategic instrument of competitiveness
rather than a purely operational function. This is particu-
larly relevant under conditions of heightened uncertainty,
when customer confidence depends on access to accurate,
prompt and empathetic communication.

At the same time, the study confirms the arguments
of T. Kaplina et al. (2022) and O. Varaksina & V. Shul-
ha (2023), who considered corporate culture to be an
important intangible resource affecting enterprise devel-
opment and strategic adaptability. However, the present
research demonstrates that the economic effects of behav-
ioural improvements depend substantially on the business
model of the enterprise. Reikartz Hotel Group exhibited
a very strong positive correlation between behavioural
indicators and economic performance (r =0.95), suggest-
ing that hotel enterprises monetise etiquette and commu-
nication directly through guest satisfaction, repeat visits
and occupancy stability. By contrast, Join UP! showed an
inverse moderate relationship (r =-0.62), meaning that
improvements in customer communication were not suf-
ficient to offset external financial pressures, large-scale lia-
bilities and wartime operational risks. Therefore, etiquette
and communication create value, but their final economic
effect is mediated by sectoral structure and macroeconomic
conditions. These differences between enterprises indicate
that tourism segments transform intangible service factors
into financial outcomes through different mechanisms. In
accommodation businesses, customer experience is im-
mediate and highly dependent on staft behaviour, inter-
personal conduct and service atmosphere. Consequently,
professional etiquette has a more direct commercial return.
In tour operating, by contrast, customer communication
remains essential for bookings, consultation support and
loyalty formation, yet profitability additionally depends on
transport costs, supplier contracts, exchange-rate volatili-
ty and geopolitical disruptions. This finding is consistent
with D. Kumar (2024), who noted that tourism enterprises
remain highly sensitive to country-level uncertainty even
when internal management practices are effective.

From a managerial perspective, the results suggest
that investments in communication standards, staff eti-
quette training, complaint-resolution systems and digital
response channels should be considered not as adminis-
trative expenses, but as strategic investments in competi-
tiveness. Tourism enterprises that systematically manage
customer interaction are more likely to strengthen repu-
tation capital, increase repeat demand and improve resil-
ience during crises. In addition, the findings support the
relevance of cross-cultural competencies, inclusivity and
adaptive communication strategies discussed by M.P. Arjo-
na-Granados et al. (2025) and D.E. Kog et al. (2025), espe-
cially for enterprises serving heterogeneous domestic and
international markets. Overall, the study contributes to the

literature by integrating behavioural, reputational and fi-
nancial dimensions within a single analytical framework.
Unlike many previous studies that examined etiquette or
communication separately, the present research demon-
strates their measurable connection with enterprise com-
petitiveness through composite indicators and correlation
modelling. This provides a more comprehensive under-
standing of how corporate culture functions in tourism
enterprises under contemporary Ukrainian conditions, in-
cluding economic instability and wartime challenges.

CONCLUSIONS

The study confirmed that professional etiquette and com-
munication play a significant role in shaping the corporate
culture of tourism enterprises and in strengthening their
competitive positions in the contemporary service market.
In tourism and hospitality, where service production and
consumption occur simultaneously, customer impressions
depend directly on employee behaviour, communication
quality and the consistency of service standards. Therefore,
etiquette and communication should be regarded not only
as behavioural categories, but also as strategic intangible
resources affecting enterprise performance. The theoretical
analysis demonstrated that corporate culture in tourism
enterprises is closely connected with customer orienta-
tion, internal coordination, organisational adaptability and
reputation management. The reviewed academic sources
confirmed that communication competence, behaviour-
al standards and service values influence employee effec-
tiveness, customer satisfaction and long-term competi-
tiveness. The empirical results showed that both analysed
enterprises demonstrated positive behavioural dynamics
during 2022-2025. In particular, the average customer rat-
ing increased from 3.9 to 4.4 for Join UP! and from 4.1 to
4.5 for Reikartz Hotel Group. The share of positive reviews
increased from 64% to 80%, while the share of negative re-
views decreased from 18% to 9%. In addition, the customer
response rate increased from 49% in 2022 to 78% in 2025,
indicating stronger communication activity and greater
attention to digital reputation management. This indicates
that digital communication, customer support and service
attentiveness increasingly determine customer perceptions
and market reputation. The calculated Behavioural-Com-
munication Index confirmed the systematic improvement
of communication quality in both cases, increasing from
0.00 in 2022 to 1.00 in 2025 for both enterprises.

However, the economic outcomes differed substantial-
ly depending on the business model. Reikartz Hotel Group
demonstrated stronger financial stability, with revenue
increasing from UAH 11.5 million in 2022 to UAH 17.2
million in 2025 while maintaining positive profitability
indicators. The correlation between behavioural and eco-
nomic indicators was very strong and positive (r = 0.95),
which confirms that hotel enterprises can directly trans-
form service quality into repeat demand and stronger com-
petitiveness. In contrast, Join UP! demonstrated substantial
market expansion, with revenue increasing to more than
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UAH 11.6 billion in 2025, but weaker financial results char-
acterised by persistent net losses and negative equity. At the
same time, the correlation coefficient was inverse and mod-
erate (r =-0.62). This suggests that improvements in com-
munication do not automatically guarantee profitability

outcomes additionally depend on broader operational fac-
tors. Future research may expand the sample of enterprises,
include additional tourism segments and apply panel data
methods to obtain more generalisable conclusions regard-
ing the role of corporate culture in tourism development.

when enterprises operate under wartime risks, large-scale
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AHOTaUif. YV cydacHOMY TypUCTUIHOMY PUHKY 3POCTA€E POJIb KOPIIOPATUBHOIL KY/IBTYPH, ETUKETY 11 KOMYHIKaIl yist
KOHKYPEHTOCIIPOMO>KHOCT] IANIPUEMCTB i IIOKpallleHHA KIIIEHTChKOTo OCBixy. MeTolo cTaTTi Oy/10 BM3HAYeHH: poIi Ta
3HaueHH:A podeciliHOro eTuKeTy i koMyHikanii y ¢popMyBaHHI KOPIIOPAaTUBHOI KY/IBTYpHU TYPUCTUYHUX IiJIPUEMCTB,
a TaKOXX KiNbKiCHe OILIiHIOBaHHA iX BIUIMBY Ha KOHKYPEHTOCIIPOMOXXHICTh. MeTO0/TOTiYHO0 OCHOBOIO TOCTi/[PKEHHA
CTaB CUCTEMHMII IiJXif| i3 BUKOPUCTAHHAM METOJIB aHaJIi3y, CUHTE3Y, IOPiBHAHHS, Y3araJbHEHHA, CTPYKTYPHO-
(YHKIIIOHaJIbHOTO aHaJIi3y, EKOHOMIKO-CTaTUCTIYHIX METO/IB 1 KOpe/IALiiHO-IOTi4HOrO MOJie/II0OBaHHA. EMIIipnyny
6a3y fociipKeHHA cOpMyBa JaHi JBOX pellpe3eHTaTUBHYX HiJIIPMEMCTB TYPUCTUYHOIO PUHKY YKpainu — Join UP!
ta Reikartz Hotel Group - 3a 2022-2025 poxn. Pe3ynbTaTyt JOCTIIPKeHHA 3aCBifumIN CTiliKe IIOKpalljeHH [T0BEJiHKOBMX
i KoMyHiKalilHNX TIOKa3HMKIB B 000X HifIIpueMCTB. 30KpeMa, CepelHill peiiTYHT KIieHTiB 3pic Ha 12,8 % y Join UP! Ta
Ha 9,8 % y Reikartz Hotel Group, Topi siK 4acTka IO3UTUBHUX BiArykiB 30imbpumnacs 3 64 % no 80 %, a yacTKa HeTaTMBHUX
BifiTyKiB 3MeHIITacA 3 18 % 70 9 %. ExoHOMiuHi pesynbraTn pisHumucs: Reikartz Hotel Group s6impimmna goxin 3 11,5
1o 17,2 MJTH I'pH i TI0Ka3aja CUIbHUIT O3UTUBHUI 3B’ 30K MOBEiHKOBMX i €KOHOMIYHMX MOKa3HMKIB (r=0,95), 1110
TiATBepIKYe KOMEPIiifHY IiHHICTb eTuKeTy I cepBicy. Join UP! 36impmmna goxin nonay 11,6 Mipp rpH, ane Mana crabury
¢iHaHCOBY CTilIKicTb i HOMipHMIT 06epHEHNIT 3B A30K MOKA3HUKIB (r=-0,62) yepe3 BOE€HHI pu3MKy, OOPru Ta HecTabinbHe
cepenouie. JloBeeHo, 1o mpodeciitHuil eTUKeT 3abe3ledye CTaHAAPTU3ALiI0 TIOBENIHKY [IepCOHATY Ta CTaOlIbHICTD
cepBicy, Tofi AK KOMYHiKallif BUCTYIIa€ MeXaHi3MOM peai3alii X CTaHJapTiB y B3aeMofil 3 KimieHTamu. ITpakTnyna
LiHHICTD JOCITIJPKEHHA MO/IATA€ Y MOK/IMBOCTI BUKOPUCTAHHA OTPMMAHNX PE3yIbTaTiB 71 BJIOCKOHATIEHHA CUCTEM
YIIPaB/IiHHA KOPIIOPAaTUBHOIO KY/IbTYPOI0, 3MIlHEHHS JIOA/IbHOCTI K/I€HTIB i MiIBUIEHHA KOHKYPEHTOCIIPOMOXXHOCTI
TYPUCTUYHUX MiITIPUEMCTB
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Abstract. The study aimed to substantiate the potential of the neuroeconomic approach for analysing the mechanisms
underlying consumer behaviour formation and to evaluate its effectiveness in forecasting market reactions. The methodological
framework was based on a combination of behavioural and neuroeconomic approaches, alongside the application of elements
of theoretical generalisation, statistical, comparative, case study, and SWOT analysis. The results of the statistical analysis
established that in 2024, the Ukrainian digital advertising market grew by 35% compared to the previous year, confirming the
strengthening role of behavioural digital analytics within the marketing research system. It was determined that the parameters
of interaction with a stimulus are formed within the first few hundred milliseconds; specifically, fixation durations of 200-
300 ms correspond to cognitive information processing, while the initial allocation of attention within the first 2-3 seconds
determines the subsequent perceptual structure. Within the analysis of neuroeconomic methods, it was established that
electroencephalography enables the assessment of emotional activation levels and cognitive load, visual tracking facilitates
the analysis of attentional structure and the sequence of visual stimulus processing, and multimodal approaches enhance
the accuracy of forecasting behavioural reactions through the integration of neural and behavioural indicators. A case
study analysis of the Ukrainian consumer market revealed that the traditional marketing approaches employed by ATB-
Market and Silpo predominantly focus on analysing turnover, demand structure, and loyalty programmes, whereas COMFY
and VARUS utilise behavioural digital analytics and personalised interaction models to adapt digital services to shifts in
consumer patterns. It was established that COMFY’s e-commerce segment grew by 43% in 2024, accompanied by an update
to the website structure and the optimisation of the digital customer journey. The conducted analysis demonstrated that
the strengths of neuroeconomic approaches lie in the high accuracy of analysing emotional and cognitive reactions, the
capacity to identify non-conscious factors of choice, and the integration of neurodata with behavioural digital analytics,
whereas the principal risks are associated with neurodata privacy, algorithmic influence, the complexity of interpreting
neurophysiological signals, and the absence of clear regulatory mechanisms. The practical significance of the research
lies in expanding approaches to consumer behaviour analysis through the integration of traditional and neuroeconomic
methods, thereby enabling an increase in the accuracy of assessing consumer reactions in the digital environment

Keywords: marketing research; cognitive processes; visual tracking; electroencephalography; emotional reactions

INTRODUCTION
The transformation of the consumer market is accom-  processes, wherein consumer behaviour is shaped not only
panied by an increasing complexity of decision-making by rational assessments but also by emotional and cognitive
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reactions. Under these conditions, traditional approaches
to demand analysis, which are predominantly based on
surveys, demonstrate a limited capacity to reflect the in-
trinsic mechanisms of choice. The growing role of digital
communication channels, the reduction in stimulus inter-
action time, and the increase in information load are alter-
ing the structure of consumer perception, necessitating the
use of tools capable of capturing reactions at the moment of
their emergence. In this context, neuroeconomics is emerg-
ing as an interdisciplinary field that integrates approaches
from economics, psychology, and neuroscience, enabling
the analysis of behaviour at the level of its formation.

The study by V. Seleznyova (2025) investigates the
psycho-emotional aspects of the consumer decision-mak-
ing process within the context of behavioural economics.
The author substantiates that consumer choice is formed
under the influence of not only the rational evaluation
of alternatives but also the emotional and cognitive reac-
tions that arise during stimulus interaction. The research
emphasises that a consumer’s emotional state can alter the
nature of economic choice and influence behavioural mod-
els, even under conditions of identical information about
a product or service. This expands the analytical capabili-
ties for forecasting consumer behaviour, as it allows for the
consideration of not only declared intentions but also the
psycho-emotional factors of decision-making. A similar
approach is developed in the research by T. Shepel (2026),
where neuroeconomic tools are examined in the context of
consumer decision formation amid the declining effective-
ness of traditional communication models. The author ac-
centuates that the reduction in interaction time with digital
content to 2-3 seconds necessitates a transition to methods
capable of analysing consumer sensory and emotional re-
actions in real time.

The role of neuroeconomic tools in forecasting be-
havioural reactions is disclosed in the work of T.V. Miti-
na (2025), which analyses neuroeconomic markers of
decision-making under crisis conditions. The author
demonstrates that consumer behavioural reactions under
uncertainty are shaped by emotional tension, cognitive
biases, and shifts in risk perception, which influence eco-
nomic choice and the nature of decision-making. The study
emphasises that the neuroeconomic approach allows for
the analysis of consumer behaviour not only through ra-
tional evaluation models but also through the mechanisms
of emotional and cognitive adaptation to an unstable envi-
ronment. In the study by N. Chala et al. (2021), the neuro-
economic approach is applied to analyse reactions to visual
stimuli, enabling the determination of a link between the
nature of perception and the subsequent evaluation of an
object. The authors established that the level of emotional
engagement during interaction with visual stimuli was, on
average, 25-30% higher compared to neutral images, con-
firming the expediency of using neuro-tools in situations
where choice is formed under the influence of visual con-
tent. The applied dimension of neuroeconomic approach-
es in the digital environment is examined in the work of

O.V. Kifiak et al. (2025), which substantiates their use for
improving the accuracy of forecasting consumer reactions
to digital stimuli. The authors showed that the use of neu-
roeconomic tools increased the effectiveness of evaluating
advertising messages by approximately 20% compared to
traditional survey methods.

The analysis of emotional and cognitive reactions has
allowed for the refinement of advertising message percep-
tion assessments and an increase in the accuracy of their
adaptation to target audiences. In the research by T. Povod
& H. Zhosan (2025), neuroeconomic tools are considered
in the context of building consumer loyalty in the field
of science-intensive products, where product complexi-
ty complicates the decision-making process. The authors
proved that accounting for the perceptual characteristics of
innovative goods allows for increasing the accuracy of be-
havioural reaction assessment and adapting economic fore-
casting models to the cognitive characteristics of consum-
ers. A separate research stream is associated with the use of
neuroeconomic tools in the digital environment and small
business. The work of N.V. Karpenko & M.M. Ivanniko-
va (2021) shows that using tools for analysing emotions
and behavioural reactions allows for improving the accura-
cy of consumer decision assessment, even under resource
constraints. Concurrently, I. Hnyliakevych & R. Yerushevs-
ka (2020) explored the possibilities of using neuroeco-
nomic tools in the online environment, where consumer
behaviour is formed within compressed time intervals and
depends significantly on visual and information load. The
authors established that over 50% of decisions regarding
interaction with digital content are made within the first
seconds of contact with the stimulus, increasing the impor-
tance of attention fixation and emotional reaction methods
in forecasting consumer behaviour.

The scholarly literature highlights the capabilities
of neuromarketing as a tool for analysing emotional and
cognitive reactions, as well as its application in digital
communications, behaviour management, and loyalty for-
mation. At the same time, existing studies predominantly
feature a fragmented examination of individual tools or
application areas, whereas the issue of utilising neuroe-
conomics as a holistic analytical approach to forecasting
consumer behaviour in the context of the Ukrainian mar-
ket remains insufficiently explored. Aspects relating to the
integration of neurophysiological data into the marketing
analysis system and their use for constructing predictive
models remain underrepresented. The aim of this study
was to determine the analytical capabilities of the neu-
roeconomic approach in examining consumer behaviour
and to substantiate its use for enhancing the accuracy of
forecasting market reactions. To achieve this aim, the fol-
lowing objectives were set: to evaluate the effectiveness of
neuroeconomic methods and determine their functional
capabilities in consumer behaviour research; to conduct
a comparative analysis of traditional and neuroeconomic
approaches based on the example of Ukrainian market-
ing research practices; and to carry out a SWOT analysis
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of the development of neuroeconomic approaches in the
consumer market, taking into account the technological,
economic, and ethical aspects of their use.

MATERIALS AND METHODS

The study was of a theoretical-empirical nature and was
based on a synthesis of contemporary scientific approach-
es to the analysis of consumer behaviour within the neu-
roeconomic paradigm. To investigate the analytical ca-
pabilities of the neuroeconomic approach in studying
consumer behaviour, elements of theoretical generalisa-
tion, statistical analysis, and analytical interpretation of
scientific sources were employed. Within this stage, elec-
troencephalography (EEG), visual tracking, multimodal
approaches, and neuromodels based on machine learning
were analysed as tools for capturing consumers’ emotion-
al and cognitive reactions. The source base of the study
comprised scientific publications dedicated to the appli-
cation of neurobiological methods in marketing research
(Phutela et al., 2022; Usman et al., 2025; Bossaerts &
Schultz, 2026). Statistical and analytical materials pertain-
ing to the Ukrainian marketing research market were also
examined (IAB Ukraine, 2025). In the process of analysis,
economic decisions were considered as the outcome of
the interaction between cognitive and emotional process-
es, which enabled a transition from describing observed
behaviour to explaining the mechanisms of its formation.
Particular attention was devoted to the analysis of tempo-
ral parameters of interaction with a stimulus, changes in
the spectral characteristics of EEG signals, and gaze fixa-
tion metrics, which allowed for the determination of the
specific features of cognitive information processing and
the structure of consumers’ attention.

A comparative analysis of traditional marketing re-
search and neuroeconomic approaches was conducted by
juxtaposing their analytical characteristics, data sources,
and practical limitations. Within this framework, an ana-
Iytical table was developed wherein methods were evalu-
ated according to the criteria of information type, research
scale, forecasting accuracy, speed of obtaining results, and
cost of application (Chygryn et al., 2024; Bansal et al., 2025).
For the implementation of the case analysis of the Ukraini-
an consumer market, retail trade enterprises were selected,
ensuring the comparability of consumer interaction models
and the nature of analytical tool utilisation. The activities
of the ATB-Market and Silpo chains, which operate based
on mass demand research models, loyalty programmes,
analysis of commodity turnover structure, and classical be-
havioural analytics, served as examples of the application
of traditional approaches to consumer behaviour analysis
(RAU, 2022). The selection of these cases is determined by
their dominant position in Ukraine’s retail sector, exten-
sive reach of the consumer audience, and the availability
of studies dedicated to the analysis of demand forecasting
models and the organisation of goods movement. The cases
of COMFY and VARUS companies, which actively employ
digital behavioural analytics, personalised user interaction

mechanisms, UX optimisation, and analysis of consumer
reactions in the digital environment, served as examples
of implementing behaviourally-analytical and neuroeco-
nomically-oriented approaches (WebPromoExperts, 2025;
Retailers.ua, 2025). The rationale for selecting these cases
is linked to the companies™ active digital transformation,
the use of real-time user behaviour analysis tools, and the
integration of behavioural data into the marketing deci-
sion-making system. The comparative case analysis was
carried out according to the criteria of data sources, type
of behavioural information, scale of consumer reach, level
of interaction personalisation, speed of obtaining analytical
results, and capabilities for forecasting consumer reactions
in the digital environment.

To assess the prospects for the development of neuro-
economic approaches in the consumer market, a SWOT
analysis was employed, which allowed for the systema-
tisation of the strengths and weaknesses, opportunities,
and threats of using neuromarketing tools in marketing
research. Within this stage, the ethical, technological,
and organisational limitations of using neurophysiologi-
cal data in business practice were generalised by identi-
tying key risk areas associated with neural data privacy,
informed consent, algorithmic influence, and the manipu-
lative potential of neuromarketing. The source base for the
SWOT analysis comprised scientific studies in the field of
neuroethics, neuromarketing, and neural data regulation
(Goncalves et al., 2024; Gyori & Gabor, 2025; Singh & Ku-
mar, 2026). During the analysis, various approaches to in-
terpreting neural data privacy, the possibilities of algorith-
mic processing, and the risks of information asymmetry
were juxtaposed, after which these aspects were systema-
tised in the form of a SWOT matrix. The application of this
method made it possible to determine not only the applied
potential of neuroeconomic tools in digital marketing and
e-commerce but also the factors that may limit the scale of
their practical application.

To systematise the results of the SWOT analysis and
visualise the logic of implementing neuroeconomic tools
in marketing research, elements of structural-functional
modelling were employed. Based on the generalisation of
theoretical approaches, the analysis of the functional ca-
pabilities of neuroeconomic methods, and the practice of
their application in the Ukrainian consumer market, the
author has developed a cycle for the integration of tradi-
tional and neuroeconomic approaches in marketing re-
search. The model reflects the sequence of interaction be-
tween the stages of behavioural data collection, analysis of
consumer reactions, testing of marketing stimuli, and mar-
keting decision-making, taking into account the ethical
and technological limitations of using neural data.

RESULTS
Assessing the effectiveness of neuroeconomic methods
in the Ukrainian consumer market
The integration of neurobiological data into marketing
analysis contributes to the substantiation of managerial
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decisions related to product positioning and the forma-
tion of consumer demand. In the process of interacting
with marketing stimuli, the integration of sensory infor-
mation with prior experience occurs, shaping individual
behavioural patterns (Russo, 2024). In this context, neu-
roeconomics provides a toolkit for analysing behavioural
variability associated with internal cognitive and emotional
states (Bossaerts & Schultz, 2026). The analysis of neural
activity during interaction with an advertisement, brand,
or product enables the identification of the level of engage-
ment, the intensity of the emotional response, and the de-
gree of information memorisation.

Neural indicators can serve as predictors of market
outcomes, including the sales of new products (Varga et
al., 2021). The use of tools such as EEG, visual tracking,

and their combined modifications allows for the simulta-
neous analysis of attention, emotional activation, and cog-
nitive load. These indicators are formed within the first few
hundred milliseconds (ms) after contact with a stimulus,
which permits the investigation of subconscious informa-
tion processing. EEG signals reflect changes in the spectral
power of brain waves (alpha, beta bands) associated with
the level of engagement and cognitive activity, while visual
tracking captures gaze direction, fixation duration, and the
sequence of viewing visual elements (Panwar et al., 2024).
A gaze fixation duration exceeding 200-300 ms indicates
cognitive processing of the stimulus, whereas shorter fix-
ations are associated with superficial perception (Bekeno-
va & Orazgaliyeva, 2025). The main characteristics of the
methods are summarised in Table 1.

Table 1. Functional capabilities of neuroeconomic methods in consumer behaviour research

Method What it measures Key indicators Practical application Limitations
The method is used
Theelectroencephalography | The key indicators are changes , The limitation is the
. . to assess consumers . .
method measures the in the alpha and beta brainwave emotional responses. their complexity of signal
EEG brain’s electrical activity ranges, which reflect the level P ’ interpretation and the
R . - level of engagement, -
arising in response of emotional activation . need for specialised
. o . and the perception .
to external stimuli and cognitive processing o data processing
of advertising messages
The key indicators are the The method is applied to
The eye-tracking method el . . PP The limitation lies in
. duration of fixations, which analyse the effectiveness . el
) allows for the recording . . ) the impossibility of
Visual o typically exceeds 200-300 of packaging design, . I
. of gaze direction and the - . ; directly determining a
tracking e , | ms, and the trajectory of gaze advertising materials, , .
distribution of a consumer’s consumer’s emotional
. . movement between elements and the structure
visual attention . . state
of a stimulus of visual content
The key indicators are the The method is used to
This combined approach Y The limitations are the
EEG . - coherence between gaze enhance the accuracy .
) involves the simultaneous - : high cost of research
combined direction and the level of neural of consumer choice .
. measurement of neural L . . and the complexity of
with visual . . . activation, which allows for the | forecasting and to evaluate | . . .
. brain activity and visual . . . integrating different
tracking . assessment of both attention reactions to marketing
attention - - data types
and emotional response stimuli
Neuromodels based on o . . The limitations are the
. . The key indicators are The method is applied o
machine learning analyse : s . ) need for significant
Neuromodels i choice probability, reaction for modelling consumer
behavioural patterns e . . . data volumes and the
(ML) . classification, and the forecasting | behaviour and forecasting . g7
using large arrays of ; . complexity of building
oo of behavioural outcomes market indicators .
neurophysiological data interpretable models

Source: generalised based on N. Phutela ef al. (2022), G. Bekenova & E. Orazgaliyeva (2025), S.M. Usman et al. (2025), T.V. Afonso &

F. Heinrichs (2025), B.S. Abdullaeva et al. (2025)

An increase in fixation time on visual elements corre-
lates with their prioritisation within the perceptual struc-
ture, thereby enabling the use of visual tracking as an indi-
cator of information salience for the consumer. The analysis
of EEG signals allows for the identification of an emotional
response, thus complementing the results of visual track-
ing (Phutela et al., 2022). The integration of EEG and visual
tracking within a multimodal approach enhances the accura-
cy of consumer choice forecasting, as it allows for the simul-
taneous consideration of the direction of attention and the
individual’s emotional state (Usman et al., 2025). Further-
more, solutions are being developed that allow for the inte-
gration of these methods at the hardware level, in particular,
the use of EEG to reconstruct eye movements without the

application of separate trackers (Afonso & Heinrichs, 2025).

The statistical context for the application of neuroe-
conomically-oriented approaches in Ukraine is defined by
the rapid growth of the digital segment of the consumer
market and the increasing role of behavioural analytics
within the system of consumer interaction. According to
IAB Ukraine (2025) data, in 2024, the Ukrainian digital
advertising market grew by 35% compared to 2023, while
the average growth of the European market stood at 11.1%.
Under such conditions, the most widespread adoption is
observed for behavioural-analytical tools whose function-
ality is associated with the study of the customer journey,
digital activity, personalised recommendations, UX opti-
misation, and the analysis of user reactions in real time. In
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contrast to traditional surveys, these approaches allow for
the analysis of not only the outcome of a choice but also the
process of interaction with the stimulus itself through the
recording of clicks, viewing time, sequence of actions, tran-
sitions between pages, and the speed of decision-making.

In the practice of Ukrainian digital retail, neuroeco-
nomically-oriented approaches are implemented primari-
ly through behavioural digital analytics, UX research, and
personalised interaction models, which make it possible to
indirectly assess the attention, reaction, and behavioural
patterns of consumers within a digital environment. The
practical application of such tools can be observed in the
Ukrainian digital retail sector. According to WebPromo-
Experts (2025), in 2024, the e-commerce segment of the
COMFY company grew by 43% year-on-year, with the on-
line channel developing faster than the company’s offline
segment. As part of its digital transformation, the company
implemented a UX-structure update for its website, which
was aimed at reducing user losses at the purchase com-
pletion stage and increasing conversion rates. It was addi-
tionally noted that around 70% of customers begin their
product search journey precisely in a digital environment,
which elevates the importance of analysing behavioural re-
sponses during the process of interaction with an online
interface. Similar trends can be traced in the activities of
VARUS. The company’s internal digital analytics for 2023-
2024 revealed changes in the behaviour of online shoppers,
in particular, a growing role for mobile orders, demand for
ready-made food, and more active use of personalised rec-
ommendations and search filters (Retailers.ua, 2025). In
response, the company adapted its recommendation algo-
rithms, search structure, and mobile application to reduce
the time of user interaction with the service and to improve
the convenience of digital purchasing.

An additional factor driving the actualisation of
neuroeconomic methods is the expansion of e-com-
merce and online shopping. Under such conditions,
visual tracking, EEG, and behavioural digital analytics
have practical significance, as they allow for the assess-
ment not only of the fact of a purchase or a click but
also of the preceding stages of choice: the distribution
of attention, the reaction to an advertising stimulus, the
level of engagement, and the likelihood of subsequent
conversion. The use of neuromarketing tools in small
businesses in Ukraine makes it possible to increase com-
munication efficiency by more accurately determining
consumer reactions to marketing stimuli (Chygryn et
al., 2024). Neuromarketing acts not as an alternative, but
as a complement to traditional approaches, expanding
the scope of analysis by accounting for non-conscious
behavioural factors (Bansal et al., 2025). The obtained
results indicate that in the Ukrainian consumer market,
neuroeconomically-oriented approaches are most active-
ly integrated within digital retail through behavioural
analytics, UX optimisation, and personalised interaction
models. Their practical effectiveness is manifested in the
growth of e-commerce conversion rates, reduced user

interaction time with the service, and the adaptation of
digital platforms to changes in consumer behaviour. The
combination of approaches forms a more effective model
of marketing research, within which each method is uti-
lised according to its analytical capabilities.

Comparative analysis of traditional
and neuroeconomic marketing approaches
Traditional methods provide breadth of coverage and al-
low for the formation of generalised conclusions regard-
ing consumer behaviour at the macro level. However, at
the same time, these methods capture respondents’ al-
ready-formed perceptions, which limits their ability to
reflect the decision-making process itself. Neuroeconom-
ic approaches provide depth of analysis by examining
reactions at the moment of interaction with a stimulus.
The use of visual tracking makes it possible to determine
which elements of an advertisement or packaging attract
attention and in which sequence their processing occurs.
Traditional approaches to forecasting consumer behav-
iour in the Ukrainian consumer market are most actively
employed by large FMCG retail chains. In the operations
of ATB-Market, consumer behaviour analysis is conduct-
ed primarily through the examination of demand struc-
ture, turnover, price sensitivity, and loyalty programme
data. This approach enables the assessment of shifts in
mass demand and the adaptation of assortment policy in
accordance with purchaser behaviour. Similar tools are
utilised by the Silpo chain, which additionally integrates
the analysis of digital communications and customer in-
teraction within the digital environment. According to
RAU (2022) data, the company actively employs media
analytics and digital channels of consumer interaction to
evaluate audience behavioural characteristics and com-
munication effectiveness. Concurrently, traditional meth-
ods predominantly capture already-formed consumer be-
haviour after a decision has been made.
Neuroeconomically oriented approaches in the
Ukrainian market are implemented primarily through
behavioural digital analytics, UX research, and person-
alised models of consumer interaction. In the practice of
COMFY, such tools are employed for the analysis of the
digital customer journey, user behaviour on the website,
and optimisation of the purchasing process. According
to estimates, in 2024 the company’s e-commerce seg-
ment grew by 43%, which was accompanied by an update
of the site’s UX structure and an in-depth system audit
aimed at increasing conversion and reducing user loss-
es at the checkout stage (WebPromoExperts, 2025). It is
additionally noted that approximately 70% of customers
begin their product search precisely within the digital en-
vironment, which heightens the significance of analysing
behavioural reactions during interaction with the online
interface. A similar approach is applied in the practice
of VARUS, where digital behavioural analytics is used to
adapt online services to changes in consumer patterns.
According to Retailers.ua (2025), the company’s internal
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analytics in 2023-2024 revealed a growing role of mobile
orders, demand for ready-to-eat food, and more active
use of personalised recommendations and search filters.
In response, the company adapted its recommendation
algorithms, search structure, and mobile application to
reduce the time of user interaction with the service and
enhance the convenience of the digital purchase. Such

approaches allow for the analysis of consumer behaviour
directly during interaction with the digital environment,
rather than solely after the completion of a purchase. It is
expedient to compare these approaches according to the
criteria of data type, analytical tools, speed of adaptation
to changes in consumer behaviour, and impact on the eco-
nomic performance of enterprises (Table 2).

Table 2. Comparison of traditional and neuroeconomically oriented approaches

based on cases from the Ukrainian consumer market

Criterion ATB-Market/Silpo COMFY/VARUS
Primary data type Turnover, sales, loyalty programmes, Behav101.1r.al digital anal}/tlcs, UX data,
demand structure digital customer journey
Forecasting tools Demand analysis, media analytics, UX optimisation, personalised

loyalty programmes

recommendations, digital tracking

Type of behavioural information

Conscious consumer actions after
purchase

User reactions during interaction
with the digital environment

Speed of adaptation to demand changes

Lower

Higher due to real-time data analysis

Impact on economic indicators

Stabilisation of demand structure
and turnover

Growth of e-commerce, conversion,
and digital interaction

Key limitations

Lower flexibility and dependence
on already-formed demand

High dependence on digital infrastructure
and analytical systems

Source: compiled by the authors based on RAU (2022), Retailers.ua (2025), WebPromoExperts (2025)

Traditional marketing approaches remain effective for
assessing mass demand and forecasting stable consumption
patterns. Neuroeconomically oriented digital approaches
ensure faster adaptation to changes in consumer behaviour
and enhance the level of personalisation in interaction. The
most pronounced effect of their use is manifested in the
development of e-commerce, increased conversion, and
the optimisation of the digital customer journey. In the
Ukrainian consumer market, neuroeconomic approaches
demonstrate the greatest applied value in the spheres of
digital marketing, testing of advertising messages, packag-
ing design optimisation, and the analysis of user behaviour
in the digital environment. The combination of neurophys-
iological methods with classical marketing tools forms a
more precise model for forecasting consumer choice and
allows for increasing the effectiveness of marketing deci-
sions at the stage of their practical implementation.

SWOT analysis of the development

of neuroeconomic approaches in the consumer market
The use of neurophysiological data in marketing research
presupposes their inclusion in models for forecasting con-
sumer behaviour. In such models, neural indicators reflect
the internal state of the consumer, whereas behavioural
indicators capture the outcome of decision-making. Com-
bining neural signals with behavioural data increases the
accuracy of predicting online choice, as it accounts for
both the user’s actions and their reaction to the informa-
tion environment (Chawla et al., 2026). The expansion of
neuromarketing’s analytical capabilities is accompanied by
the formation of new ethical constraints related to access
to the consumer’s internal states. Unlike traditional mar-
keting research, neurotechnologies allow for the capture of

reactions that are not subject to conscious control, thereby
altering the nature of the interaction between the com-
pany and the consumer. In this context, the boundary of
permissible intervention in the decision-making process
becomes a key issue. Neuromarketing is capable not only
of analysing but also potentially influencing behaviour
through the stimulation of emotional and subconscious
reactions (Singh & Kumar, 2026).

One of the most contentious problems is the issue of
neural data privacy. Neurophysiological indicators reflect
not only a reaction to a specific stimulus but can also con-
tain information about individual characteristics, includ-
ing anxiety levels, propensity for risk, or emotional states.
The use of machine learning algorithms in neuromarket-
ing creates risks of uncontrolled utilisation of such data,
especially in cases of their integration with other sources
of information (Goncalves et al., 2024). The problem of in-
formed consent also acquires a more complex nature in
the case of neuromarketing research. Formally obtaining
consent does not guarantee the consumer’s awareness of
precisely which processes are subject to analysis and how
the obtained data will be used. In this context, attention
is drawn to the information asymmetry between the re-
searcher and the respondent, which complicates ensuring
tull transparency of the research (Gyori & Gabor, 2025).
The issue of the manipulative potential of neuromarketing
is of particular significance. Employing knowledge of the
neural mechanisms of decision-making makes it possible
to increase the effectiveness of marketing stimuli; howev-
er, at the same time, it creates a risk of purposefully in-
fluencing subconscious processes. To systematise the main
ethical constraints of neuromarketing, it is expedient to
highlight the key risk areas (Table 3).
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Table 3. Ethical limitations of using neuromarketing in business practice

Area Nature of the problem Practical manifestation Potential consequences
Privacy Collection and processing of data Formation of detailed behavioural Violation of confidentiality
of neural data | reflecting the consumer’ internal states profiles based on neural signals and risk of unauthorised data use

Informed Respondent’s limited understanding | Formal agreement without awareness Decrease in the level

consent of the nature of the research of the scope of data collection of trust in research

Manipulation Using knowledge of subconscious Personalised stimuli Reduction in the autonomy
of behaviour reactions to influence choice that amplify emotional reactions of decision-making
Algorithmic Integration of neural data Automated targeting Intensification

influence with Al models based on neuro-profiles of information asymmetry

Lack . Use of technologies . .
. Low level of normative control . &t Growth of ethical and legal risks

of regulation without clear standards

Source: compiled by the authors based on M. Hsu (2017), M. Goncalves et al. (2024), L.A. Gyori & M.R. Gabor (2025), K. Singh &

A. Kumar (2026)

The privacy of neural data constitutes a foundation-
al level of risk, as it defines the boundaries of access to
an individual’s internal characteristics. Informed con-
sent reflects the procedural dimension that ensures the
legitimacy of data collection. Manipulative potential and
algorithmic influence form the applied level, associated
with the utilisation of acquired information in marketing
practices. The absence of clear regulatory mechanisms
amplifies all the aforementioned risks, creating condi-
tions for their scaling. An additional dimension of ethical
constraints is linked to the concept of neurorights, which
envisages the protection of mental privacy, cognitive lib-
erty, and the psychological integrity of the individual.
In turn, research in the field of neuroethics emphasises
the necessity of preserving individual autonomy amidst
the advancement of neurotechnologies (May, 2023).
Consideration of the ethical factor defines the bounda-
ries of permissible use of neurobiological methods, and
non-compliance with these boundaries diminishes trust
in neuromarketing practices and heightens the risk of
regulatory restrictions.

The development of neuroeconomic approaches in
marketing research is accompanied by the simultaneous
expansion of analytical capabilities and the intensification
of ethical, technological, and organisational challenges.
The use of neurophysiological methods provides a deep-
er analysis of consumer behaviour; however, it necessitates
the consideration of risks related to the confidentiality of
neural data, algorithmic influence, research costs, and the
absence of clear regulatory mechanisms. Concurrently,
the development of digital marketing, Al-driven analyt-
ics, and multimodal research creates new opportunities for
integrating neuroeconomic tools into marketing research
practice. For a comprehensive assessment of the prospects
for employing neuroeconomic methods in the consumer
market sector, it is expedient to systematise the key advan-
tages, limitations, potential opportunities, and risks of their
practical implementation. Taking into account technologi-
cal, economic, and ethical aspects enables the identification
not only of the applied potential of neuromarketing but
also of the factors that may constrain the scale of its use in
marketing research and the digital environment (Table 4).

Table 4. SWOT analysis of the development of neuroeconomic approaches in the consumer market

Strengths

Weaknesses

High accuracy of analysis of consumers’ emotional
and cognitive responses

High cost of equipment and conducting research

Possibility of detecting unconscious factors of consumer choice

Limited sample sizes compared to traditional research

Enhancement of the effectiveness of advertising messages
and digital interfaces

Complexity of interpreting neurophysiological signals

Increased accuracy of forecasting consumer behaviour

Need for specialised experts and software

Integration of neural data with behavioural digital analytics

Limited accessibility of neuromarketing technologies
for small businesses

Opportunities

Threats

Development of personalised digital marketing

Violation of consumers’ neural data privacy

Integration of neuroeconomic methods with AT and Big Data

Manipulative influence on consumers’ subconscious reactions

Enhancement of the effectiveness of e-commerce and UX design

Absence of clear legal regulatory mechanisms

Expansion of the use of multimodal research in business

Formation of information asymmetry
between the company and the consumer

Formation of new market segments for marketing analytics

Risks of uncontrolled use of machine learning algorithms

Source: developed by the authors based on M. Goncalves et al. (2024), S.M. Usman et al. (2025), L.A. Gyori & M.R. Gabor (2025),

N. Chawla et al. (2026), K. Singh & A. Kumar (2026)
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The SWOT analysis indicates that the development
of neuroeconomic approaches in the consumer market is
accompanied by the simultaneous expansion of analytical
capabilities and the increase of ethical and technological
risks. The strengths of neuromarketing are associated with
the high accuracy of researching behavioural reactions and
the possibility of analysing unconscious decision-making
mechanisms, while the key limitations relate to the cost of
research, the complexity of interpreting neural data, and
the limited accessibility of technologies. The greatest po-
tential for development is emerging in the sphere of digital

Q2

marketing, personalised communications, and the integra-
tion of neurophysiological methods with artificial intelli-
gence systems. At the same time, the absence of clear regu-
latory mechanisms, the risks of manipulative influence, and
the problems of neural data protection reinforce the need
for the formation of ethical standards for the use of neuro-
economic tools in marketing practice. The generalisation of
the SWOT analysis results allows the logic of implement-
ing neuroeconomic approaches in the Ukrainian consumer
market to be presented as a sequential cycle of marketing
decision-making (Fig. 1).

Market segmentation (surveys, panel studies)

\

Selection of target segments

Figure 1. The cycle of integration of traditional and neuroeconomic approaches in marketing research
in the context of the Ukrainian consumer market

Source: developed by the authors

The development of neuromarketing in Ukraine
should be expediently linked to the training of specialists
capable of interpreting neurophysiological data, as well
as to the implementation of standards for their use. It is
advisable to employ a combined research model, wherein
traditional methods are used for market segmentation and
target audience identification, while neuroeconomic tools
are applied for testing specific marketing stimuli. Such an
approach avoids cost overruns and ensures the method’s
alignment with the set objective. For companies with lim-
ited budgets, a rational choice is the selection of targeted
neuromarketing studies instead of full-scale projects. The
optimal tasks involve testing advertising mock-ups, website
interfaces, packaging, and the placement of key elements,
where even minor changes can influence consumer behav-
iour. In the digital environment, it is expedient to integrate
the results of visual tracking with user behaviour analytics
(clicks, dwell time, conversion). At the same time, to en-
hance the reliability of results, it is necessary to combine
neural data with classical metrics. The use of neuro-instru-
ments without subsequent verification on larger samples
limits the possibility of generalising results and increases
the risk of erroneous managerial decisions.

DISCUSSION
The obtained results demonstrated that the effectiveness
of neuroeconomic approaches in the Ukrainian consum-
er market is most pronounced in the digital environment,
where user behaviour is formed within short time intervals
and depends on the speed of visual information processing.

The conducted statistical and comparative case analysis
made it possible to establish that traditional marketing in-
struments remain effective for assessing mass demand and
analysing already-formed consumer behaviour, whereas
neuroeconomically oriented approaches provide the capa-
bility to capture reactions directly at the moment of inter-
action with a stimulus. In this context, it is appropriate to
juxtapose the findings of the conducted study with interna-
tional scientific approaches to evaluating the opportunities
and limitations of neuroeconomic methods in forecasting
consumer behaviour.

The research by M. PSurny et al. (2024) is dedicated to
studying the factors influencing consumer perception in
the online environment, using EEG and visual tracking.
The authors established that neurobiological methods al-
low for the objectification of consumers’ unconscious re-
actions, particularly in areas where traditional approaches
are insufficiently precise. This correlates with the results
of the statistical analysis, which revealed an increase in
the role of the digital environment in shaping consumer
reactions. Specifically, the 35% growth of the Ukrainian
digital advertising market in 2024 and the 43% develop-
ment of the COMFY e-commerce segment confirm that
digital channels create the greatest scope for applying in-
struments for capturing users’ attention, reactions, and
behavioural patterns.

Simultaneously, the work of A. Bazzani et al. (2020)
provides a systematic review of the application of EEG in
marketing research. It was proven that EEG is one of the
most accessible and informative neurobiological methods
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due to its high temporal resolution and relatively low cost;
however, it requires specialised signal interpretation and a
controlled experimental environment. Within the frame-
work of the conducted study, this thesis is corroborat-
ed through the identified functional capabilities of EEG,
in particular its ability to register changes in the spectral
power of alpha and beta bands associated with cognitive
engagement and emotional activation. Concurrently, the
SWOT analysis results showed that the complexity of in-
terpreting neurophysiological signals and the need for spe-
cialised experts remain substantial limitations for the prac-
tical use of EEG in the consumer market.

The neurobiological underpinnings of neuroeconom-
ics are systematised through the lens of functional mag-
netic resonance imaging in the work of C.A. Mallio et
al. (2024). The research focus is directed towards the ca-
pacity of neuroimaging to identify neural correlates of
economic decision-making, in particular the activation of
structures associated with value formation and risk pro-
cessing. This directly corresponds to the theoretical foun-
dation of the present study, wherein consumer choice is
examined as the outcome of an interaction between the
cognitive and emotional systems of the brain. Although the
practical application of MRI in marketing research remains
constrained by its cost and complexity, its theoretical con-
tributions form the conceptual basis for interpreting the re-
sults of less resource-intensive methods, notably EEG and
visual tracking. Concurrently, the study by EJ. Otamendi
& D.L. Sutil Martin (2020) is devoted to measuring the
emotional effectiveness of advertising through the analy-
sis of consumers’ facial reactions. The level of engagement,
emotional valence, and attention are formed prior to the
conscious evaluation of an advertising message and can be
quantified using neurobiological tools. This correlates with
the findings of the first subsection, where it was determined
that neuroeconomic methods possess applied significance
for assessing the preliminary stages of choice, notably the
allocation of attention, the reaction to a stimulus, and the
probability of subsequent conversion. In digital retail, this
logic manifests itself through the necessity of optimising
interfaces, checkout systems, and personalised communi-
cations prior to the moment of purchase completion.

According to A.C. Martinez-Levy et al. (2022), neu-
romarketing tools have been applied to investigate the
unconscious perception of message framing in non-com-
mercial advertising. The manner in which information is
presented significantly influences the level of emotion-
al engagement and memorability, even in the absence of
differences in the substantive content of the messages, a
phenomenon not reflected in respondents’ answers in tra-
ditional surveys. In the results of the present work, a simi-
lar logic is traced through the comparative case analysis of
COMFY and VARUS, where the effectiveness of consum-
er interaction is linked not only to product assortment or
price but also to the structure of the digital customer jour-
ney. Thus, neuroeconomically oriented approaches enable
the analysis not only of the content of an offering but also

of the manner in which it is perceived by the user within a
specific digital environment.

A method for measuring the strength of brand asso-
ciations through the analysis of the N400 component of
the EEG signal, enabling the assessment of congruence be-
tween a brand and its image in the consumer’s mind, was
proposed by E Camarrone & M.M. Van Hulle (2019). The
focus was placed on the effectiveness of single-trial meas-
urements. The correlation with the present study lies in the
confirmation of EEG’s capability to detect neural responses
associated with the evaluation of marketing stimuli, even in
situations where respondents’ verbal answers do not reflect
their genuine attitude towards the brand. This aligns with
the results of the comparative analysis, where traditional
approaches were identified as effective for analysing mass
demand but less suitable for studying consumer response
at the moment of contact with a stimulus.

A bibliometric analysis of 497 articles from EEG
research in the field of consumer behaviour spanning
2002-2022 was presented by researchers A. Costa-Feito et
al. (2023). As a result, leading thematic clusters and prom-
ising directions were identified, notably the integration
of EEG with augmented reality technologies, artificial in-
telligence, and multimodal studies. Comparison with the
results of the present study confirms a general trend to-
wards combining neurophysiological methods with digi-
tal behavioural data. The current state of research on the
role of eye movements in the decision-making process was
summarised, and a conceptual framework for integrating
eye-tracking data into computational models of choice was
proposed by C.-C. Ting & S. Gluth (2024). The authors
demonstrated that the distribution of fixation time between
alternatives directly influences the probability of their se-
lection, reflecting the process of attention formation and
value assessment. This conclusion directly correlates with
the results of the present study, where it was established
that fixation durations exceeding 200-300 ms correspond
to cognitive processing of the stimulus, and the initial al-
location of attention determines the subsequent structure
of perception. By contrast, S. Kakaria et al. (2023) focused
on a systematic analysis of the application of heart rate var-
iability as a physiological indicator in marketing research.
The paper substantiated the methodological prospects for
incorporating autonomic indicators into multimodal ap-
proaches to enhance the accuracy of measuring consumers’
emotional responses. This is consonant with the obtained
results regarding the advantages of combining different
types of data, since the present work demonstrated that the
integration of EEG, visual tracking, and digital behavioural
analytics expands the possibilities for predicting consumer
choice. Simultaneously, the SWOT analysis indicated that
the expansion of multimodal research is accompanied by
increasing costs, complexity of interpretation, and the need
for specialised software.

M. Cirovi¢ et al. (2024) investigated neuroscientific
methods for rethinking approaches to communication in
the field of sustainable development. Traditional forms of
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conveying information about brands’ environmental re-
sponsibility do not generate a sufficient level of consumer
emotional engagement, whereas neurobiologically ground-
ed approaches to message construction significantly en-
hance communication effectiveness. The obtained results
are consistent with this conclusion in a broader context.
Even in domains where the substantive component of a
message is clear and understandable, the level of engage-
ment and memorability is determined by the nature of the
emotional activation, which traditional marketing meth-
ods are incapable of capturing. Within the framework of
the present study, this thesis correlates with the conclu-
sion regarding the limitations of traditional methods in
capturing reactions that occur prior to the completion of
conscious evaluation. This is most practically manifested in
digital communications, where the effectiveness of interac-
tion depends on the structure of the message, the speed of
attracting attention, and the stimulus’s ability to retain the
user within the customer journey.

The comparison of the results of the present study
with international scholarly sources provides grounds to
assert that the neuroeconomic approach cannot be regard-
ed as an alternative to traditional marketing methods, as
it constitutes their functional complement, expanding an-
alytical capabilities at the level of unconscious behaviour-
al mechanisms. The experience of European researchers
demonstrates that effective prediction of consumer choice
necessitates the integration of neurophysiological signals,
behavioural data, and contextual information into a single
multimodal analytical system. The Ukrainian case con-
firms these conclusions: the growth of the digital market,
the expansion of e-commerce, and the reduction in the
time of consumer interaction with an advertising stimulus
generate a demand for tools capable of analysing reactions
in real time. This allows for the assertion that the further
development of neuroeconomic approaches in Ukraine is
only possible under the condition of combining technolog-
ical modernisation of marketing research, the training of
specialised professionals, and the establishment of ethical
standards for the use of neurophysiological data.

CONCLUSIONS
The research established that neuroeconomic meth-
ods possess applied significance for the analysis of the
Ukrainian consumer market, as they allow for the cap-
ture not only of consumers’ conscious evaluations but also
of early emotional and cognitive reactions to marketing
stimuli. Visual tracking, EEG, multimodal methods, and
digital behavioural analytics provide the capability to in-
vestigate the allocation of attention, the level of engage-
ment, emotional activation, and the probability of subse-
quent choice. Statistical indicators of the development of
Ukraine’s digital market, in particular the 35% growth of
the digital segment in 2024, confirm the increasing im-
portance of tools capable of analysing consumer behav-
iour within short cycles of interaction with an advertis-
ing or digital stimulus. In this context, fixation durations

exceeding 200-300 ms, the first 2-3 seconds of interaction
with visual content, and the combination of neural signals
with behavioural data acquire significance as indicators
for predicting consumer choice.

A comparative analysis of traditional and neuroeco-
nomically oriented marketing approaches demonstrat-
ed their functional complementarity within the system
of predicting consumer behaviour. Traditional methods
remain effective for assessing mass demand, analysing
product turnover, segmenting audiences, and studying
the socio-economic characteristics of consumers; how-
ever, their analytical capabilities are limited to captur-
ing already-formed behaviour and respondents’ con-
scious evaluations. Neuroeconomic approaches provide
a deeper level of analysis owing to the possibility of in-
vestigating reactions at the moment of interaction with
a stimulus, thereby enabling the assessment of attention,
emotional activation, cognitive load, and the probabili-
ty of a subsequent behavioural response. The findings of
the case analysis of the Ukrainian consumer market in-
dicated that neuroeconomically oriented approaches are
most actively integrated into digital retail through be-
havioural analytics, UX optimisation, and personalised
models of consumer interaction. Drawing on the cases
of COMFY and VARUS, it was established that the use of
digital tracking, customer journey analysis, and behav-
ioural data enables a swifter adaptation of digital services
to shifts in consumer patterns, an increase in conversion
rates, and a reduction in user interaction time with on-
line platforms. At the same time, the cases of ATB-Mar-
ket and Silpo confirmed that traditional marketing in-
struments remain more effective for stabilising demand
structures, analysing sales, and evaluating the behaviour
of large consumer audiences.

The SWOT analysis demonstrated that the devel-
opment of neuroeconomic approaches in the consumer
market combines high analytical potential with a range
of technological, economic, and ethical constraints. The
strengths include precision in analysing emotional and
cognitive reactions, the capacity to identify non-conscious
factors of choice, and the integration of neurodata with
digital behavioural analytics. Conversely, the weakness-
es remain the high cost of research, limited sample sizes,
the complexity of interpreting neurophysiological signals,
and the need for specialised professionals. The principal
threats are associated with the privacy of neurodata, ma-
nipulative influence, algorithmic targeting, and the ab-
sence of clear legal regulatory mechanisms. The greatest
opportunities for further development are emerging in
the fields of personalised digital marketing, e-commerce,
digital analytics, and multimodal research. The limitation
of the study lies in the absence of empirical verification
of the established dependencies on specific consumer
samples and the dependence of the interpretation of neu-
rophysiological indicators on experimental conditions.
Prospects for further research are linked to conducting
empirical comparisons of traditional and neuroeconomic
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AHOTaLif. MeToo gocifKeHHs Oy/10 OOIPYHTYBAaHHSI IIOTEHIIiany HEIPOEKOHOMIYHOTO MiAXOAY /IS aHAi3y
MeXaHi3MiB GOpMyBaHHA CIOXXMBYOI IOBEiHKM Ta OL[iHIOBAaHHSA J10r0 e(PeKTVBHOCT] y IPOrHO3YBaHHI PMHKOBUX
peaxuiit. MeTOONIOriYHY OCHOBY pOOOTY CTaHOBWJIO NOEHAHHA IOBEIIHKOBOTIO Ta HEIPOEKOHOMIYHOTO HMiIXO/iB
i3 3aCTOCYBaHHAM €IEMEHTIB TEOPETUYHOTO y3araJibHEHHH, CTATUCTUYHOTIO, IIOPIBHAIPHOIO aHa/li3y, METOMY case
study Ta SWOT-anani3y. Ha ocHOBi pe3y/IbTaTiB CTaTMCTUYHOTO aHAJIi3y BCTAHOBJIEHO, 110 Y 2024 poli yKpalHCbKMIt
pMHOK IMdpoBoi pexaaMu 3pic Ha 35 % MOPIBHAHO 3 IOIEepeHIM POKOM, IO IiATBEPIKY€E IOCUIEHHS POIi
MMOBeiHKOBOI 1 POBOI aHANMITUKY B CUCTEMI MaPKETMHIOBUX JOCTI/KeHb. BU3HaYeHO, 1[0 TapaMeTpy B3aEMOIT
3i cTMMyIOM POPMYIOTHCS IPOTATOM IEePIINX KiTbKOX COTEHb MiliceKyH; 30KpeMa, TpuBamicTh ¢ikcanii y 200-
300 Mc BipmoBinae KOrHiTMBHIN 06po61i indopMaLii, TOAL AK IepBUHHNIT PO3IOAIT yBaru IpOTATOM IepLINX 2-3
CeKyHJ, BU3HaYae€ MOJa/bIly CTPYKTYPY COPUIHATTA. Y MeXKaX aHa/Ni3y HeipOeKOHOMIYHMX METO/IiB OBEJEHO,
mo enekTpoeHnedanorpadisa gae 3Mory ouinuTu piBHi eMoLifiHOI aKTUBaNLii Ta KOTHITUBHOrO HaBaHTa)XXeHHA,
Bisya/IbHMIT TPeKiHT (aliTpeKiHT) CIpusAe aHaji3y CTPYKTYpMU YBaru Ta MOC/IiJOBHOCTI 06pO6KM 30pOBOTO CTUMYILY,
a MY/IbTUMO/A/AbHI IiJXOAY MiZBUILYIOTh TOYHICTh IPOTHO3YBAHHS IIOBEJIHKOBUX PeaKLill 3aBAKM iHTerpamii
Helipo}i3ionoriyHyx Ta NOBeAiHKOBYX IIOKAa3HVKIB. AHa/Ii3 KOHKPETHMUX CUTYalliil Ha yKPaiHCbKOMY CIIOKMBUOMY
PMHKY BUABMB, IO TPaANIIiiiHI MapKeTMHIOBI migxoan, Aki 3actocoByoTh «ATB-Mapket» i «Cinbmo», mepeBa>kHO
30CcepelKeHi Ha aHali3i TOBapo06OpOTY, CTPYKTYpPM IOINUTY Ta Iporpam nosbHocTi, Topi sk « COMFY» Ta « VARUS»
BMKOPJCTOBYIOTb ITIOBEJIHKOBY LM(POBY aHAITUKY Ta IepcoHaIi3oBaHi Mozesi B3aeMopii jia aganTanii nudposux
TIOCTIYT [0 3MiH y CHO)XKMBYMX IaTepHaX. BctaHOBIEHO, 10 cerMeHT eneKTpoHHOI koMmepnii « COMFY» y 2024 poui 3pic
Ha 43 %, 10 CYIIPOBOIKYBAJIOCA OHOBJICHHAM CTPYKTYpH BeOcaiiTy Ta onTuMisanieio nudpoBoro MyIaxy KIi€HTa.
ITpoBemennit ananis NpojeMOHCTPYBaB, 0 CUABHUMY CTOPOHAMU HEMIPOEKOHOMIYHMX HiIXO/iB € BCOKA TOYHICTh
aHaJIi3y eMOLiIIHNX i KOTHITYBHMX peaKxllili, 3MaTHICTh BUAB/IATI HEYCBiTOM/IEHI YMHHIKY BUOODPY, a TAKOX iHTerparisa
HeMpOaHuX i3 MOBEAiHKOBOKW 1{1PPOBOI0 aHATITUKOI, TO/i SIK OCHOBHI pM3NKM MMOB’s13aHi 3 KOHIJeHI[ITHICTIO
HelIpoJjaHuX, ITOPUTMIYHUM BIUIMBOM, CKIa[HICTIO iHTepmperanii HeitlpodisionoriyHux curuaiB Ta BigcyTHICTIO
YiTKUX PETYNATOPHUX MeXaHi3MiB. IIpakTuuHe 3HaYeHHA NOCiPKEHHA MOJIATa€ B PO3IIMPEHH] MiIXO/iB 1O aHa/li3y
CIIO)KMBYOI ITOBEIHKY II/IAXOM iHTerpauil TpaguiiiiHuX i HeiPOeKOHOMIYHMX METO/IB, 110 JJa€ 3MOTY IiIBUILUTA
TOYHICTb OLIHIOBAHHA PeaKIliil CIIoXVBaYiB y 1M(ppOBOMY cepefOBMIIi

Knto4voBi cnoBa: mapkeTHHIOBI JOC/IIPKEHH; KOTHITUBHI Ipoljecy; Bi3yalbHuUIT TpeKiHr; efekTpoennedanorpadis;
€MOLiIHI peakuii
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Abstract. The purpose of this study was to conduct a theoretical and analytical assessment of the impact of updates to
international financial reporting standards for small and medium-sized enterprises on accounting and financial reporting.
The study involved an analysis of regulatory provisions and scientific sources using comparative, structural-logical, causal
and systemic methods. The results showed that the update caused significant changes in approaches to recognition,
measurement and disclosure of information. The introduction of a five-step revenue recognition model changed the
timing of revenue recognition, leading to a redistribution of income between periods without changing its total amount.
The analysis confirmed the global significance of these changes, given that small and medium-sized enterprises account
for more than 95% of all enterprises worldwide. The diffusion of international financial reporting standards for small
and medium-sized enterprises expanded from 63 adopting countries in 2013 to 87 out of 169 jurisdictions in 2025,
where the standard is required or permitted, indicating a steady increase in global adoption. Implementation costs are
substantial: initial system modernisation costs amount to approximately USD 9,500 for medium-sized enterprises and
up to USD 95,000 for large entities, with annual support costs of USD 3,000-4,500 and over USD 15,000 respectively.
Implementation barriers were classified as financial, organisational, personnel and methodological. The findings show
that the updates improve comparability, relevance and transparency of financial reporting but increase complexity and
costs. Overall effectiveness depends on the ability of enterprises to adapt accounting systems. The results can be used by
management of small and medium-sized enterprises, regulators and auditors to improve accounting policies, oversight
mechanisms and reporting quality

Keywords: harmonisation; transparency; implementation; information asymmetry; fair value; implementation barriers

INTRODUCTION

Transformations of the global economic environment,
strengthening of integration processes and increasing re-
quirements for transparency of financial information ne-
cessitate improvement of approaches to accounting and re-
porting by business entities. These processes are of particular
importance for small and medium-sized enterprises (SMEs)
that operate in conditions of limited resources, but at the
same time need access to financial markets, credit resources
and investments. The varying level of effectiveness of the im-
plementation of international standards and their ambiguous
impact on the activities of enterprises necessitates further

scientific understanding of this process. O. Talibzade (2025)
in his study found that the transition to international stand-
ards was accompanied by an increase in profitability indica-
tors, in particular, an increase in the profitability of assets,
capital and earnings per share, as well as increased transpar-
ency of financial information and investor confidence. The
author proved that the implementation process was long and
incomplete and was accompanied by resistance from SMEs
due to complexity and resource constraints. Z. Fanani et
al. (2024) identified key determinants of standards imple-
mentation, including the level of education, the presence of
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other accounting systems and the level of internationalisa-
tion. The results obtained showed that the level of education
and the presence of alternative standards have a negative
impact on implementation, while the level of international-
isation does not have a statistically significant impact. The
uneven results of implementing international standards and
their limited effectiveness in transition economies necessi-
tate the generalisation of scientific approaches to their as-
sessment. O. Golubeva (2023) analysed 46 studies and found
that the application of these standards is generally associated
with increased transparency, comparability and reduced in-
formation asymmetry, though results vary across countries.
It has been proven that in post-Soviet economies their impact
is often limited due to institutional constraints, remnants of
administrative accounting and the coexistence of national
and international approaches. A.-G. Marina & A. Tiron-Tu-
dor (2024) found that accounting professionals support im-
proving financial reporting but do not consider International
Financial Reporting Standards (IFRS) for SMEs mandatory.
It was also found that alignment between national and inter-
national standards is moderate, while the use of internation-
al financial reporting standards is constrained by complexity,
implementation costs and a tax-oriented reporting focus.

The uneven impact of international standards on en-
terprises’ access to finance and its dependence on institu-
tional conditions necessitates further analysis, V. Tawiah &
E. Gyapong (2023) found that their use, including for SMEs,
is positively associated with increased bank lending to the
private sector. This impact is stronger for full standards
than for simplified ones and is amplified in countries with
weaker institutional environments, indicating greater trust
of financial institutions in internationally prepared reports.
It is also found that these standards reduce information
asymmetry and improve financial information quality, in-
fluencing lending decisions. S.C. Friday et al. (2025) found
that their implementation increases transparency, access
to capital and investor confidence, positively affecting en-
terprise performance. At the same time, enterprises face
significant initial challenges due to limited resources, reg-
ulatory complexity and high implementation costs, which
may temporarily worsen financial performance. The limited
systematisation of approaches to assessing the impact of in-
ternational standards and the insufficient generalisation of
findings across stakeholder perspectives necessitate com-
prehensive analysis. S. Bathla et al. (2024) conducted a bib-
liometric review of 106 studies and found that the adoption
of international standards significantly improved account-
ing quality and disclosure, while changing approaches to
financial reporting. The results showed that stakeholders’
perceptions are heterogeneous and depend on the institu-
tional environment, country development level and pro-
fessional competence. It was also found that most studies
focus on developed countries, while developing countries
remain under-researched. J.U. Akpan et al. (2023) found
that the adoption of international standards enhances com-
parability, transparency and reporting quality, and facili-
tates access to finance. At the same time, their application

creates significant challenges for SMEs due to limited re-
sources, complex requirements and misalignment with their
specifics, increasing the burden on accounting systems.

At the same time, the issues of the impact of updates
to standards on SME accounting, their adaptation, imple-
mentation costs and assessment of efficiency and long-term
consequences for financial reporting and development of
enterprises remain insufficiently researched. The purpose
of the study was to examine, from a theoretical and analyti-
cal perspective, how revisions to IFRS for SMEs enterprises
influence accounting practices and the preparation of fi-
nancial statements. To achieve this goal, the following tasks
were defined: to investigate the main directions of updates
to IFRS for SMEs; to analyse their impact on accounting
processes and financial reporting; to assess the practical
consequences of their implementation, including benefits,
costs and barriers for SMEs.

MATERIALS AND METHODS
The study was theoretical and analytical in nature, as it was
aimed at generalising scientific approaches, analysing reg-
ulatory provisions and assessing the impact of updates to
The IFRS for SMEs Accounting Standard (n.d.) on account-
ing and financial reporting without using primary empiri-
cal data. The study covered the period from 2013 to 2025,
which made it possible to consider both earlier stages of the
standard’s application and its most recent updates, includ-
ing the IFRS for SMEs update... (2025). The source base in-
cluded official documents and materials of the IFRS Foun-
dation (2025) and the International Accounting Standards
Board (2018), as well as scientific publications and analyt-
ical materials on the implementation and development of
international financial reporting standards for SMEs, such
as D.W. Kamotho & P.K. Kaudo (2023). Theoretical gener-
alisation was used to systematise scientific approaches to
the place, purpose and scope of IFRS for SMEs within the
system of international financial reporting standards. Sys-
tem analysis was applied to determine the role of the stand-
ard as a simplified alternative to full IFRS and to substan-
tiate its functional purpose for enterprises without public
accountability. Comparative analysis formed one of the
central methodological tools of the study. It was applied to
compare the requirements of IFRS for SMEs and full IFRS
and to identify differences in approaches to recognition,
measurement and disclosure of financial information. This
part of the analysis was based on analytical and method-
ological materials explaining the distinction between the
simplified standard and full IFRS, including publications
by Deloitte (2009; n.d.) and D. Dodenko (2026). The same
method was also used to assess changes between the pre-
vious and updated editions of IFRS for SMEs, particular-
ly regarding the main areas of recognition, measurement,
presentation and disclosure. Structural-logical analysis
was used to examine the scope of the standard, the criteria
for classifying entities as SMEs and the internal structure
of IFRS for SMEs. This method helped to group the sec-
tions of the standard by thematic blocks, determine their

University Economic Bulletin | Vol. 21, No. 1



IFRS for SMEs update: Theoretical and analytical assessment...

sequence and establish the relationship between conceptual
provisions and applied aspects of accounting. The classifi-
cation method was applied to systematise the main areas of
change introduced by the updated standard and to distin-
guish the main implementation barriers for SMEs.

To assess the global diffusion of IFRS for SMEs,
the study used a comparative and analytical approach
based on secondary aggregated data. The analysis relied
on IASB jurisdiction profiles as presented by D. Kaya &
M. Koch (2015) and L.H. Shah (2025). The comparison
was carried out using indicators for 2013 and 2025, includ-
ing the total number of jurisdictions analysed, the num-
ber of jurisdictions applying IFRS for SMEs, the number
of jurisdictions not applying the standard and the share
of adopters. These indicators were used to assess general
trends in the global adoption of the standard, taking into
account the limitations of available regional and aggre-
gated data for the most recent period (IFRS 13. Fair value
measurement, n.d.); IFRS 3: Business combinations, n.d.).
The practical implications of the updated requirements
were examined through illustrative modelling and logical
generalisation. Simplified numerical scenarios were con-
structed to demonstrate the possible effects of fair value
measurement, revenue recognition based on a model con-
sistent with IFRS 15, and the accounting treatment of ac-
quisition-related costs. These scenarios were not based on
empirical case data and were used to clarify the economic
substance of the updated requirements and to show how
changes in recognition and measurement approaches may
affect the timing of income and expense recognition, the
distribution of financial results between reporting periods
and the presentation of financial position. Implementation
barriers were analysed through classification and generali-
sation of scientific approaches. Barriers were grouped into
financial, organisational, personnel and methodological
categories. Their systematisation according to the relation-
ship between the specific barrier, its manifestation in the
implementation process and its potential impact on SMEs
was carried out using structural-logical analysis based on
P. Muda et al. (2024) and B. Dermaku (2025). This ap-
proach was used to relate the nature of implementation
difficulties to their practical consequences for enterprises.
The feasibility and effectiveness of IFRS for SMEs updates
were assessed using theoretical generalisation, logical anal-
ysis and qualitative evaluation. The evaluation was based
on the following criteria: improvement in the quality of
financial information, including relevance, reliability and
understandability; increased comparability of financial
statements; consistency with the conceptual framework;
practical applicability for SMEs; and the balance between
expected benefits and implementation costs.

RESULTS
The functioning of IFRS for SMEs
in the system of international financial regulation
IFRS for SMEs occupies an independent and comple-
mentary place within the system of international financial

reporting standards, acting as a simplified alternative to full
IERS for entities without public accountability. Its develop-
ment was driven by the need to adapt complex internation-
al accounting requirements to the capabilities and needs
of SMEs, which operate under resource constraints but re-
quire reliable and comparable financial information for ex-
ternal users. A key feature of the standard is the significant
simplification of accounting requirements compared to full
IFRS. This simplification is achieved through the exclusion
of topics not typical for SMEs, the reduction of alterna-
tive accounting treatments, the application of simplified
recognition and measurement principles, and a substan-
tial decrease in disclosure requirements (Deloitte, 2009;
Dodenko, 2026). At the same time, the standard retains a
conceptual basis consistent with full IFRS, which ensures
a sufficient level of quality and comparability of financial
reporting. These characteristics determine the nature of
the updates to IFRS for SMEs, which are aimed not only
at maintaining simplicity, but also at improving the qual-
ity of financial information. In particular, the alignment
with the International Accounting Standards Board (2018),
the refinement of definitions and recognition criteria, the
introduction of a separate section on fair value measure-
ment, and the revision of revenue recognition approaches
significantly affect accounting practices. Such changes lead
to the transformation of accounting policies, require the
revision of internal procedures, and influence the structure
and content of financial statements. The application of IFRS
for SMEs is mandatory in full for entities that choose or are
required to use it, which means that enterprises must adapt
their accounting systems, documentation processes and re-
porting formats to the updated requirements (IFRS Foun-
dation, 2025). This affects not only the technical aspects of
accounting, but also managerial processes, including con-
tract analysis, risk assessment and financial planning.

In a global context, the importance of IFRS for SMEs
is significant, as SMEs account for more than 95% of all
business entities worldwide (What’s happening in the miss-
ing middle? n.d.). The spread of the standard contributes
to the harmonisation of financial reporting and facilitates
access to external financing by increasing the transparen-
cy and comparability of financial information. At the same
time, the implementation of updates increases the require-
ments for professional judgment, methodological support
and the level of qualification of accounting personnel,
which may create additional challenges for SMEs (Why
global accounting standards? n.d.; Dodenko, 2026). Thus,
IERS for SMEs functions not only as a simplified reporting
framework, but also as a dynamic regulatory instrument,
the updates of which directly affect accounting processes,
financial reporting structure and the overall quality of fi-
nancial information, forming both new opportunities and
additional constraints for SMEs. The global diffusion of The
IFRS for SMEs Accounting Standard (n.d.) has significantly
expanded over the past decade. Jurisdiction profiles cover-
ing 128 countries as of 2013, only 63 countries had adopted
the standard, while 65 had not adopted it. As of 2013, the
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adopting countries were predominantly located in Latin
America and the Caribbean (27 jurisdictions), followed by
Sub-Saharan Africa (14 jurisdictions), Europe and Central
Asia (7 jurisdictions), and the Middle East and North Afri-
ca (6 jurisdictions). In general, these countries adopted the
IFRS for SMEs on a voluntary basis without making any
modifications to the standard. Only six countries required
the application of the IFRS for SMEs (e.g., Chile, Serbia,
Venezuela) (Kaya & Koch, 2015). More recent evidence in-
dicates that by 2025, IFRS for SMEs is required or permit-
ted in 87 out of 169 jurisdictions, demonstrating a substan-
tial increase in global adoption. This regional distribution

suggests that the adoption of IFRS for SMEs has historically
been concentrated in developing and emerging economies,
where national accounting systems are less developed and
the need for a simplified international framework is higher.
At the same time, more developed jurisdictions tend to rely
on national accounting standards, which limit the spread of
IERS for SMEs. It should be noted that comparable detailed
regional distribution data for 2025 are not publicly avail-
able in aggregated form. The dynamics of IFRS for SMEs
adoption over time demonstrate a gradual expansion of the
standard at the global level. A comparison of adoption in-
dicators between 2013 and 2025 is presented in Table 1.

Table 1. Dynamics of IFRS for SMEs adoption (2013-2025)

Indicator 2013 2025
Total jurisdictions analysed 128 169
Countries applying IFRS for SMEs 63 87
Countries not applying IFRS for SMEs 65 82
Share of adopters 49% 51.5%

Source: compiled by author based on D. Kaya & M. Koch (2015), IFRS for SMEs update: Train the trainers (2025)

As shown in Table 1, the number of jurisdictions ap-
plying IFRS for SMEs increased from 63 in 2013 to 87 in
2025. This indicates a steady, although not uniform, ex-
pansion of the standard. The relatively moderate increase
in the share of adopters suggests that while new countries
continue to adopt IFRS for SMEs, a significant number of
jurisdictions — primarily developed economies-still rely on
national accounting frameworks. IFRS for SMEs is an ef-
fective tool for regulating the financial reporting of SMEs,
combining simplification of accounting requirements with
ensuring the proper quality of financial information. Its
structure is logically ordered and provides a consistent
transition from conceptual principles to practical aspects
of accounting, which contributes to ease of application. Up-
dates to the standard are aimed at increasing consistency
with full IFRS and improving approaches to recognition,
measurement and disclosure of information. At the same
time, the introduced changes require enterprises to adapt
accounting procedures, which necessitates further research
into their practical effectiveness.

Analysis of updates to IFRS

for SMEs and their substantive characteristics

The updated version of the standard retains the general
logic and structure, but provides for significant changes in
the content of individual sections. In particular, section 2
has been revised to align with the International Account-
ing Standards Board (2018), and section 3 has clarified the
requirements for materiality, disclosure of accounting pol-
icies and the structure of notes. Significant changes have
occurred in section 11, where the possibility of using alter-
native approaches to accounting for financial instruments
has been abolished, and the requirements for disclosure of
information regarding financial risks have been expanded.
A separate section 12 has been introduced for the first time,
dedicated to fair value measurement, which increases the

consistency of the standard with full IFRSs. Section 23 on
revenue has been significantly updated, which is brought
into line with the approaches of IFRS 15, which provides
a more accurate reflection of the economic substance of
transactions with customers. In addition, Section 19 on
business combinations has been revised, introducing the
acquisition method instead of the previous approaches,
clarifying the definition of a business and expanding the
requirements for the measurement of acquired assets and
liabilities. The updates also affected the sections govern-
ing the presentation of financial statements, provisions,
taxes and other aspects of accounting (IFRS for SMEs: Ac-
counting standards, 2025). The update of Section 2 “Con-
cepts and Core Principles” is of a fundamental nature, as
it has been almost completely revised in accordance with
the International Accounting Standards Board (2018). The
changes relate to the clarification of the definitions of the
elements of financial statements, the criteria for their rec-
ognition, the approaches to measurement, guidance on the
derecognition of financial statement elements, as well as
the principles of presentation and disclosure. In addition,
concepts such as prudence, the prevalence of substance
over form, management stewardship and the assessment
of uncertainty have been specified, which ensures a more
consistent application of accounting approaches. As a re-
sult, these updates form a clearer methodological basis for
developing accounting policies in cases where there are no
direct requirements in the standard and contribute to im-
proving the quality of financial information. At the same
time, changes in Section 3 “Presentation of Financial State-
ments” are aimed at improving approaches to presenting
information, in particular by clarifying the principle of
materiality and requirements for structuring reporting. It
is established that information should be presented in such
a way as not to hide material data and not to combine in-
dicators of different economic nature, which increases the
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transparency of reporting. Clarification of materiality cri-
teria contributes to a more objective assessment of infor-
mation, taking into account its impact on user decisions.
In general, these changes ensure increased clarity and in-
formativeness of financial reporting, while preventing its
excessive complexity. Section 11 “Financial Instruments”
has undergone significant changes aimed at simplifying
and unifying approaches to their accounting in the activ-
ities of SMEs. One of the key innovations is the abolition
of the possibility of applying the requirements of IAS 39
financial instruments... (2026) on the recognition and
measurement of financial instruments, which ensures the
autonomy of the standard and eliminates the need to refer
to full IFRS. The scope of the section has also been clar-
ified; in particular, financial guarantees provided without
compensation within the group have been excluded from
it, which are now accounted for as contingent liabilities in
accordance with other provisions of the standard, while
other guarantees remain within the scope of this section.
Significant attention has been paid to clarifying the cri-
teria for classifying financial instruments. An additional
principle has been introduced, according to which debt in-
struments may be accounted for at amortised cost provid-
ed that their cash flows consist exclusively of payments of
principal and interest, even if not all formal criteria are met,
in the absence of significant risks not related to the basic
terms of the instrument. It is also clarified that the presence
of early repayment conditions, including those that provide
for compensation payments, does not exclude the possi-
bility of applying amortised cost measurement if the eco-
nomic substance of the instrument is preserved. The issue
of reclassification of financial instruments has been sep-
arately regulated: new requirements provide for a ban on
changing the classification after initial recognition, which
contributes to increasing the stability and consistency of
financial reporting. In addition, changes have been made
to the rules of initial measurement related to the update
of approaches to revenue recognition. In particular, trade
receivables are now generally measured at the transaction
price in accordance with the revenue provisions, except in
cases where the transaction has financing characteristics.
An relevant aspect of the update is the expansion of disclo-
sure requirements. It is provided for the mandatory sub-
mission of an analysis of the maturity dates of financial as-
sets and liabilities, as well as a breakdown of receivables by
overdue periods. This allows users of financial statements
to assess the level of credit risk and the projected cash flows
of the enterprise. The introduced changes are aimed at in-
creasing the transparency and informativeness of financial
reporting, while maintaining a simplified accounting ap-
proach typical for SMEs. In particular, the retention of the
incurred loss model instead of the more complex expected
credit loss model is justified by the need to avoid excessive
costs and complexity in application. Overall, the updates to
the section provide a more realistic reflection of the eco-
nomic substance of financial instruments and increase the
consistency of accounting approaches within the standard.

For example, a loan issued at USD 10,000 with an annu-
al interest rate of 10% is measured at amortised cost using
the effective interest rate method, resulting in systematic
recognition of interest income over time rather than at a
single point. This ensures a more consistent representation
of financial income across reporting periods.

The updated version of the IFRS for SMEs introduces
for the first time a separate section 12 “Fair value meas-
urement’, which establishes uniform approaches to deter-
mining the fair value of assets and liabilities in cases where
other sections of the standard provide for its application.
The main purpose of the measurement is to determine the
price at which an orderly transaction between market par-
ticipants could take place at the measurement date, which
ensures a market-oriented approach to the formation of
financial information. The section provides for the use of
various valuation methods, including market, cost and in-
come approaches, with a priority on the use of observable
market data. In addition, a fair value hierarchy has been
introduced, which classifies inputs by levels of reliability,
which increases the transparency and comparability of es-
timates in financial reporting. In quantitative terms, this
affects reported financial results. For instance, an asset in-
itially recognised at USD 200,000 may be remeasured to
USD 230,000 based on market conditions, resulting in a
USD 30,000 gain recognised in profit or loss. Conversely, a
decrease in value would generate a loss. This demonstrates
how fair value measurement increases the relevance of in-
formation while introducing variability in financial perfor-
mance. Section 19 “Business Combinations and Goodwill”
has been significantly updated to align its provisions with
the requirements of IFRS 3: Business combinations (n.d.).
First of all, the definition of a business has been revised,
which allows for a clearer identification of transactions that
are subject to accounting as a business combination. It has
also been clarified that a newly created enterprise formed
exclusively for the purpose of carrying out a combination
cannot be recognised as an acquirer, which ensures a more
correct reflection of the essence of such transactions. Ref-
erences to the definition of assets and liabilities have also
been updated in accordance with the revised conceptual
provisions of the standard. The changes also affected the
procedure for recognising and measuring individual ele-
ments of a business combination. In particular, the require-
ments for recognising contingent liabilities, which can be
reflected in the reporting only if they meet the definition
of a liability, have been clarified. At the same time, it has
been established that contingent compensation is subject to
measurement at fair value only in cases where such meas-
urement can be carried out without undue cost or effort. It
is separately determined that acquisition-related costs are
recognised as expenses of the period, which is consistent
with the approaches of full IFRS and increases the trans-
parency of the formation of financial results. An important
innovation is the establishment of requirements for staged
business combinations, which allows for a more accu-
rate reflection of control acquisition transactions that are
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carried out gradually. In addition, the section has been
supplemented with an appendix containing clarifications
on the practical application of the new provisions, which
helps reduce ambiguity in their interpretation. The intro-
duced changes are generally aimed at improving the quality
of financial information and reducing the need for com-
plex professional judgments in the formation of accounting
policies. In particular, the clarification of the requirements
for accounting for contingent compensation and acquisi-
tion costs ensures a more reliable reflection of the value of
the business combination. At the same time, restrictions on
fair value measurement in cases of excessive costs create
practical relief for SMEs. However, despite the simplifica-
tion, the application of the updated section may be difficult
for companies that regularly carry out mergers and acqui-
sitions, which necessitates the need for proper training of
accounting specialists.

Section 21 “Provisions and Contingent Liabilities” has
also undergone some clarifications aimed at expanding its
scope of application and improving the quality of disclo-
sure. In particular, the scope of the section includes finan-
cial guarantee contracts provided without compensation if
the debtor is another company in the group. This provides
a more consistent approach to accounting for such trans-
actions and eliminates uncertainty regarding their clas-
sification. In addition, the requirements for disclosure of
information regarding provisions and contingent liabilities
have been clarified, which contributes to a more complete
reflection of potential risks in financial statements. In addi-
tion, the approach to accounting for restructuring costs has
been revised. The relevant provisions have been transferred
from the appendices directly to the text of the standard
and supplemented with practical examples detailing the
criteria for recognising provisions. This allows for a clearer
definition of the moment of occurrence of obligations and
reduces the risk of premature or unjustified formation of
reserves. As a result, the clarification of the approaches to
recognition and disclosure of information contributes to a
more consistent application of the standard and increases
the reliability of financial reporting. Section 23 “Revenue
from Contracts with Customers” has been significantly
revised and updated to align with IFRS 15. The new ver-
sion of the standard introduces a single conceptual model
for revenue recognition, which is based on a five-step ap-
proach to accounting for transactions with customers. The
application of this model involves recognising revenue in
an amount that corresponds to the transferred goods or
services and the expected compensation for them, which
provides a more economically sound presentation of the
results of the enterprise. According to the updated require-
ments, revenue is recognised by sequentially performing
five stages: identifying the contract with the customer, de-
termining the performance obligations (promises within
the contract), setting the transaction price, allocating the
price between the obligations and recognising revenue at
the time or during the period of performance of the rel-
evant obligations. This approach ensures that revenue is

recognised in accordance with the transfer of control over
the goods or services, and not only on the basis of the fact of
their sale or receipt of cash. In practical terms, this changes
the timing of revenue recognition. For example, a contract
with a total value of USD 100,000 that includes both deliv-
ery of goods and subsequent services would no longer be
recognised entirely at the point of sale. Instead, the trans-
action price is allocated between performance obligations
(e.g., USD 70,000 for goods and USD 30,000 for services),
with revenue recognised partly at delivery and partly over
the service period. This leads to a redistribution of revenue
between reporting periods, even though the total contract
value remains unchanged.

At the same time, the requirements of the full standard
have been adapted to the specifics of the activities of SMEs.
In particular, certain assessment procedures have been
simplified, the need for complex professional judgments
has been reduced, and the scope of disclosures has been
reduced. The section has also been supplemented with
practical recommendations and application examples,
which facilitates the implementation of new approaches
in the activities of SMEs. Transitional provisions are also
provided to reduce the burden during the transition to the
updated requirements. Section 28 “Employee Benefits”
should also be considered in the context of the updates, as
it regulates the recognition, measurement and disclosure
of employee benefit obligations by SMEs. The updated ver-
sion of IFRS for SMEs clarifies several aspects related to
defined benefit plans, termination benefits and disclosure
requirements. In particular, the revised standard clarifies
that entities should assess the depth of the market for high
quality corporate bonds at the currency level when deter-
mining discount rates for employee benefit obligations.
The amendments also specify that entities applying the
simplified approach should measure defined benefit obli-
gations using the current termination amount, assuming
that all employees terminate employment at the reporting
date. In addition, the timing of recognition of termination
benefits was aligned with the requirements for restructur-
ing provisions under Section 21 “Provisions and Contin-
gencies”. These updates may affect the measurement of em-
ployee benefit liabilities, the timing of expense recognition
and the structure of disclosures in financial statements.
Enterprises applying defined benefit plans may need to re-
assess actuarial assumptions, discount rates and expected
termination obligations, especially in cases involving long-
term employment programmes or significant post-em-
ployment benefits. As a result, the updated standard im-
proves the consistency of recognition and enhances the
comparability of employee benefit reporting. For example,
an enterprise that provides a defined benefit plan with ex-
pected future payments of approximately USD 120,000
may recognise a defined benefit obligation of approxi-
mately USD 95,000 after discounting and considering the
fair value of plan assets. Under the simplified approach in-
troduced in the updated standard, the entity may measure
the obligation based on the current termination amount
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without applying projected future salary increases. Con-
sequently, the structure and timing of employee benefit
expenses may differ from the previous approach, while
financial statements more accurately reflect the enterprise’s
obligations related to employee benefits and long-term
compensation arrangements. The introduction of a five-
stage revenue recognition model is a key change that pro-
vides a more consistent and principle-oriented approach
to the formation of financial results. Alignment with IFRS

15 contributes to improving the quality of financial infor-
mation, its comparability and usefulness for users, which
is important in the context of the integration of SMEs into
the international economic environment (International
Financial Reporting Standards Foundation, 2025). In or-
der to systematise the key differences between the previ-
ous version of the standard and the updated version, it is
advisable to summarise them in the form of a comparative
characteristic, which is given in Table 2.

Table 2. Comparative characteristics of changes in IFRS for SMEs (pre-2018 vs 2025 version)

Section Before (pre-update version)

After (updated 2025 version)

Section 2 “Concepts
and fundamental
principles”

Less aligned with the Conceptual
Framework; simplified definitions
of elements and recognition criteria

Fully aligned with the 2018 Conceptual Framework; refined
definitions, updated recognition criteria, measurement bases,
and disclosure principles

Section 3
“Presentation of

General presentation requirements;
limited clarification of materiality

financial statements” and disclosures

Clarified concept of materiality; improved requirements
for disclosure of accounting policies and structure of notes;
prohibition of obscuring material information

Allowed the application of IAS 39;
less structured classification
and measurement approach

Section 11 “Financial
instruments”

IAS 39 option removed; improved classification criteria;
prohibition of reclassification after initial recognition;
expanded disclosure requirements

Section 12 “Fair
value measurement”

No separate section; fair value guidance
fragmented across the standard

Newly introduced section; establishes a unified fair value
measurement framework, valuation approaches,
and hierarchy of inputs

Section 19 “Business
combinations and

Partially aligned with IFRS 3; limited
guidance on recognition

Aligned with IFRS 3; acquisition method introduced; improved
recognition and measurement of assets, liabilities,

provisions mainly addressed in appendices

goodwill” and measurement and contingent consideration

Section 21 Limited guidance on recognition anfl Expanded scope to ipcludg intragroup ﬁnancie.ll.guara.nte.es issued
“Provisions and dlsclosur.e; unclear treatment of certain w1th0ut. conmdera'tlon; clarified recognition criteria
contingencies” financial guarantees; restructuring for restructuring provisions; enhanced disclosure requirements

and practical examples

Section 23 “Revenue

: Traditional revenue recognition
from contracts with

based on risks and rewards

Introduction of a five-step model aligned with TFRS 15; focus
on transfer of control and improved allocation

for termination benefits

customers” of transaction price
Limited clarification of discount rates, Clarified assessment of market de:pth for high quality corporate
. . . bonds at the currency level; clarified measurement of defined
Section 28 simplified measurement approaches L T
« » o = benefit obligations under the simplified approach; updated
Employee benefits and timing of recognition

timing of recognition of termination benefits in line
with Section 21; amended disclosure requirements

Less detailed

Other sections and partially outdated requirements

Further harmonisation with full IFRS; improved requirements
for presentation, provisions, taxation, and disclosures

Source: compiled by author based on International Accounting Standards Board (2018), IFRS Foundation (2025), IFRS 3: Business

combinations (n.d.)

The updates also require enterprises to revise ac-
counting policies, especially in areas where professional
judgment and measurement choices are significant. First,
accounting policies should be adjusted to reflect the up-
dated recognition and measurement criteria, the clarified
materiality requirements and the expanded disclosure obli-
gations. This means that enterprises need to review internal
accounting procedures, update chart-of-accounts logic, re-
vise disclosure templates and document judgments used in
preparing financial statements. Changes in the accounting
for financial instruments are particularly important. The
removal of the IAS 39 option requires enterprises to apply
the IFRS for SMEs framework more consistently, instead
of choosing between alternative approaches. As a result,
accounting policies for loans, receivables, payables and
other debt instruments should specify classification crite-
ria, initial measurement rules, subsequent measurement at

amortised cost or fair value, and restrictions on reclassifica-
tion after initial recognition. In practice, this reduces flexi-
bility but increases comparability between enterprises. The
introduction of Section 12 on fair value measurement also
changes valuation policy. Enterprises need to define when
fair value is applied, which valuation techniques are used,
and what hierarchy of inputs supports the measurement.
Where observable market prices are available, valuation
becomes more objective. Where active markets are ab-
sent, SMEs need to use valuation models and assumptions,
which increase the importance of documentation and dis-
closure. Thus, fair value improves the relevance of financial
information but may increase volatility and subjectivity of
reported indicators. The comparative analysis shows that
the update of IFRS for SMEs increases consistency with
tull IFRS and the modern conceptual framework of finan-
cial reporting. The introduced changes clarify accounting
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principles, strengthen recognition and measurement re-
quirements, expand disclosure obligations and improve
comparability at the international level. At the same time,
the simplified nature of the standard has been preserved,
which allows the limited resources of small and medium-
sized enterprises to be taken into account. Thus, the updat-
ed version of IFRS for SMEs forms a more balanced basis
for accounting and financial reporting.

Assessing the impact of updates to IFRS for SMEs

on the accounting and financial reporting of enterprises
The updates to IFRS for SMEs are not only technical, but
also practical, as they affect the way financial results are
formed, the quality of financial information and the ability
of enterprises to adapt to new requirements. If the previous
sections of the study were mainly aimed at characterising
the content of the updates, then the subsequent assessment
should show what consequences these changes create for
enterprises in the process of keeping records and preparing
financial statements. One of the most tangible areas of in-
fluence is the change in approaches to revenue recognition.
The implementation of a model close to IFRS 15 does not
aim to artificially transfer revenue between reporting peri-
ods or distribute it evenly. Its main purpose is to more ac-
curately reflect the economic substance of transactions, that
is, to recognise revenue when control over the goods or ser-
vices passes to the customer. In this regard, revenue may be
recognised earlier or later compared to previous approach-
es, depending on the terms of the contract, the nature of
the performance obligations and the moment of transfer of
control (Deloitte, n.d.). A change in the moment of reve-
nue recognition directly affects the financial results of the
enterprise in a specific reporting period. The total amount
of revenue and profit for the entire term of the contract,
as a rule, does not change, but their distribution between
period’s changes. A separate impact on financial results is
associated with the application of fair value measurement.
This approach increases the relevance of reporting, since
assets and liabilities are reflected taking into account cur-
rent market conditions. At the same time, it may increase
the volatility of financial results, as changes in market pric-
es, exchange rates or interest rates are reflected in profit or
other comprehensive income. The effect of fair value can be
illustrated by an example. If an investment property is ini-
tially recognised at USD 200,000 and its fair value increases
to USD 230,000 at the reporting date, the enterprise rec-
ognises a gain of USD 30,000 in profit or loss. Conversely,
a decrease in fair value to USD 180,000 results in a loss of
USD 20,000. Under the historical cost model, such changes
would not affect profit, which demonstrates how fair val-
ue measurement increases both relevance and volatility of
financial results. The impact of updated approaches to rev-
enue recognition can also be demonstrated numerically.
For example, consider a contract with a total value of USD
100,000 that includes two performance obligations: delivery
of equipment (USD 70,000) and subsequent maintenance
services (USD 30,000). Under the previous risk-and-reward

approach, the full amount of USD 100,000 could be recog-
nised at the moment of delivery. Under the five-step model
aligned with IFRS 15, revenue is allocated between obliga-
tions and recognised separately: USD 70,000 at the point
of transfer of control of the equipment and USD 30,000
over the maintenance period (for example, evenly over
12 months at USD 2,500 per month). As a result, profit
is redistributed between reporting periods, even though
the total contract value remains unchanged. The short-
term financial result is also affected by the procedure for
accounting for acquisition-related costs. If such costs are
recognised as expenses of the period, they directly reduce
profit at the time they are incurred, even if the econom-
ic benefits from the corresponding transaction will arise
in future periods. For example, acquisition-related costs
of USD 10,000 reduce current-period profit by the same
amount, rather than being capitalised. This may reduce
the stability of financial results; as such costs are often ir-
regular and depend on investment and strategic decisions
(IFRS 13. Fair value measurement, n.d.).

Adaptation of enterprises to the updated requirements
of IFRS for SMEs is accompanied by significant costs asso-
ciated with their implementation and maintaining compli-
ance with accounting processes. Such costs are complex and
cover several key areas, among which the leading place is oc-
cupied by costs for personnel training, modernisation of ac-
counting systems and involvement of external consultants.
First of all, the costs of personnel training are significant,
since updating the standards requires advanced training of
accountants and financial specialists. This includes costs for
training, seminars, courses and professional certification.
Such costs are permanent, since IFRS are regularly updated.
In addition, documentary support is required to confirm
expenses in tax accounting, in particular training contracts
and payment documents. In practice, enterprises may rec-
ognise training costs as expenses for the period or, in the
case of significant investments, partially reflected as expens-
es for future periods. The second significant component is
the cost of changing accounting systems, which represents
one of the most substantial elements of implementation.
For a medium-sized enterprise, initial costs can amount
to approximately USD 9,500, including software licens-
ing (around USD 5,000), setup (around USD 2,000), data
migration (around USD 1,000), and training and support
(around USD 1,500). For larger companies, similar costs can
reach USD 95,000 due to more complex infrastructure and
larger data volumes. In addition, enterprises incur annual
system support costs of approximately USD 3,000-4,500
for medium-sized enterprises and over USD 15,000 for
large companies. For example, assuming an average annual
turnover of a medium-sized enterprise at the level of USD
500,000-1,000,000, initial implementation costs of USD
9,500 represent approximately 0.95-1.9% of annual revenue.
In the case of smaller enterprises with turnover around USD
200,000-300,000, the same costs may reach 3-5%, indicating
a substantially higher relative burden. Annual maintenance
costs of USD 3,000-4,500 correspond to approximately
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0.3-0.9% of revenue, forming a persistent cost component.
Additional costs include upgrading Information Technolo-
gy (IT) infrastructure, integration with Enterprise Resource
Planning (ERP) systems, server expenses, and migration to
cloud solutions. The third area is consulting services, which
constitute an integral part of standards implementation.
Enterprises engage external experts to interpret IFRS re-
quirements, develop accounting policies and assess finan-
cial indicators. Consulting costs include IFRS advisory ser-
vices, tax consulting, IT support and fair value assessments.
Most of these costs are recognised as period expenses;
however, expenditures directly related to system configura-
tion or asset creation may be capitalised (Kooldeep, 2025).

Increasing the transparency of financial reporting is as-
sociated with updating the requirements for disclosure of
information on accounting policies, financial risks, receiva-
bles, maturity dates and valuation methods, which provides
a more detailed reflection of the financial position of the
enterprise for users. Increasing the transparency and qual-
ity of financial reporting under IFRS for SMEs is achieved
through specific accounting mechanisms that affect the
relevance, comparability, reliability and understandability
of information. Relevance is enhanced through the applica-
tion of updated recognition and measurement approaches,
particularly the use of fair value and the alignment with the
IFRS 15-based revenue recognition model. These mecha-
nisms ensure that financial information reflects current eco-
nomic conditions and the actual substance of transactions,

including the timing of control transfer and the econom-
ic characteristics of contracts. Comparability is improved
through the standardisation of accounting policies and the
use of a unified framework for recognition, measurement
and disclosure across jurisdictions. The requirement to ap-
ply consistent approaches to revenue allocation, financial
instruments and fair value measurement reduces varia-
bility in accounting practices and allows users to compare
financial statements across entities and countries. Reliabil-
ity (faithful representation) is strengthened through more
detailed requirements for measurement and disclosure, in-
cluding the use of observable market inputs where available,
structured estimation procedures and expanded disclosure
of assumptions. These mechanisms reduce the risk of mis-
statement and increase the credibility of reported figures,
although they may introduce elements of professional judg-
ment. Understandability is improved through enhanced
disclosure requirements, including the presentation of ac-
counting policies, risk information, maturity analysis, and
disaggregated financial data. These disclosures provide
users with clearer insights into the financial position and
performance of the enterprise, reducing information asym-
metry and facilitating interpretation of financial statements.
This reduces information asymmetry between the enter-
prise and external users and increases confidence in report-
ing. At the same time, the practical implementation of the
updates is accompanied by a number of barriers that are
especially noticeable for SMEs, which are listed in Table 3.

Table 3. Barriers to the implementation of updated IFRS for SMEs

ca?er;)i; Specific barrier Manifestation in implementation process Impact on SMEs
High initial costs So.ftwafe upgrades, consulting, audit Increased financial burden on the enterprise
services, involvement of external experts
Financial Ongoing compliance . Regular staff training, IT system Higher cost of accounting processes
costs maintenance, additional audit procedures
Limited SME Implementation costs are relatively higher . .
X Slower transition to new requirements
resources compared to large companies
Complexity of Need for contract analysis, fair value Increased risk of errors
standards estimation, financial instruments assessment in applying standards
¥nadequate IT Existing systems do not always support data Need to modernise accounting processes
o infrastructure collection for new disclosures
Organisational - -
Regulatory Differences between tax, national, . .
. a. . . X Double burden on accounting and reporting
misalignment and international requirements
M i h . .
Weak management a.nagement may underestlmgte the Slow adaptation and formal compliance
support importance of implementation
Lack of IFRS Shortage of accountants familiar
L1 . . Dependence on external consultants
specialists with updated requirements
Insufficient staff Employees lack practical experience Errors in recognition, measurement,
Personnel - . . .
training in applying new standards and disclosure
Resistance to change Staff rely on familiar national standards Complicates transition
to new accounting model
Complexity of IFRS Need to identify contracts, obligations, . .
. . Uneven revenue recognition across periods
15-based model transaction price, and control transfer
. Fair value Lack of active markets requires models and Increased subjectivity and volatility of
Methodological . A
measurement assumptions indicators
Financial instruments Requires proper classification, risk . . .
. I Increased complexity of financial reporting
accounting assessment, and maturity disclosures

Source: compiled by author based on D.W. Kamotho & P.K. Kaudo (2023), B. Dermaku (2025), .H. Shah (2025)
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Thus, the barriers to implementing the updated IFRS
requirements for SMEs are complex and cover financial, or-
ganisational, personnel and methodological aspects. Their
interrelationship increases the complexity of adaptation, as
limited resources of enterprises make it difficult to invest in
personnel training and modernisation of accounting sys-
tems, which, in turn, affects the quality of application of
the standards. The most critical problems remain related
to the complexity of individual standards, in particular, in-
come, financial instruments and fair value, which require a
significant level of professional judgment. As a result, the
effectiveness of the implementation of the updates largely
depends on the ability of SMEs to overcome these barri-
ers and ensure the appropriate level of organisational and
methodological preparation.

DISCUSSION
Under these conditions, the development of SMEs depend-
ed on the quality of financial information, transparency of
reporting, and the ability to adapt to regulatory changes. A
comparison with the study of P. Muda et al. (2024) showed
that coercive and mimetic pressures had a statistically sig-
nificant positive effect on the adoption of IFRS for SMEs,
while normative pressure was not significant on its own but
became relevant under the influence of environmental fac-
tors. While that study identified institutional pressures as
direct drivers of adoption, the present study treated them
as background constraints and focused on how changes in
recognition, measurement and disclosure affected the qual-
ity and structure of financial reporting. A similar shift from
conceptual foundations to practical consequences was ob-
served in comparison with G. Gok (2024). That study con-
sidered IFRS for SMEs primarily as a tool for global con-
vergence, aimed at reducing fragmentation of accounting
systems and improving access to capital. In contrast, this
study focused on the practical effects of implementation,
including the redistribution of revenue between periods,
the impact of fair value measurement and the increase
in implementation costs. While both studies confirmed
the relevance of a simplified standard for SMEs, G. Gok
emphasised its macro-level benefits, whereas this study
demonstrated the micro-level implications and associated
costs of its application. A shift from conceptual interpreta-
tion to practical implications was observed in the study by
V.M.C. Delgadillo & L.D.C. Diaz-Pena (2025), where IFRS
S1 and S2 were analysed using a Real Options Valuation
(ROV) model. Under uncertainty, ROV produced higher
project values than Net Present Value (NPV): for example,
with an asset value of USD 150 and investment of USD 120,
NPV was USD 30, while ROV ranged from USD 36.7 to
USD 44.4 depending on volatility. While that study demon-
strated increased informativeness through quantitative val-
uation, the present study focuses on accounting transforma-
tions, including changes in recognition, measurement and
disclosure, as well as their cost implications. A macro-level
perspective was provided by Y.-C. Lin & X. Xu (2025), who,
based on 11,056 SME observations (2007-2023), found that

artificial intelligence significantly improves financing effi-
ciency (P =0.028-0.036, p <0.01) by reducing information
asymmetry (-0.0377) and financing constraints (-0.0021).
While both digitalisation and reporting standardisation
reduce information asymmetry, Y.-C. Lin & X. Xu empha-
sise positive effects, whereas the present study highlights
a trade-oft between improved transparency and increased
complexity and costs.

The institutional dimension was further explored by
Y. Xia (2025) in the context of Chinas Accounting Law,
where implementation challenges included conflicts be-
tween national and international standards, high compli-
ance costs, and shortages of qualified personnel. In con-
trast, the present study examines IFRS for SME:s as a global
framework, showing that updates improve transparency,
relevance and comparability through changes in revenue
recognition, fair value measurement and disclosure, but
also increase accounting complexity and implementation
costs. The tax dimension of IFRS implementation was an-
alysed by E.EV. Barragan et al. (2025), who showed that
increased transparency was accompanied by a widening
gap between accounting and tax rules, complicating tax
planning. In contrast, the present study examined this di-
vergence at the enterprise level, where differences in rec-
ognition require additional adjustments, parallel records
and more complex procedures. While both studies con-
firmed improvements in information quality, these bene-
fits are associated with higher administrative burden. The
key difference lies in the level of analysis: E.E.V. Barragan et
al. focused on fiscal effects, whereas this study addressed
operational impacts such as adaptation costs and chang-
es in accounting practices. The broader context of SME
development was examined in the systematic review by
M. Zaman et al. (2025), which showed that sustainability
is shaped by the interaction of environmental, social and
economic factors rather than financial performance alone.
This highlights the need for reliable information under
resource constraints. In this context, the present study
considers financial reporting as a mechanism for reducing
information asymmetry, where updates to IFRS for SMEs
improve the structure of recognition, measurement and
disclosure, enhancing data consistency and usefulness.
While M. Zaman et al. provided a conceptual framework
this study focuses on a specific regulatory instrument that
operationalises information quality. The practical useful-
ness of such reporting was further examined by N. Wije-
koon et al. (2025), who found that although SME reports
are mainly used by banks, tax authorities and government
agencies, their value is limited by low data reliability, manip-
ulation and tax orientation. This complements the present
study: while IFRS for SMEs updates are expected to improve
transparency and comparability, the evidence suggests that
standards alone do not guarantee reporting usefulness.
The difference also lies in methodology - N. Wijekoon et
al. rely on user interviews, whereas this study provides
a theoretical and analytical assessment of regulatory
changes. Another important perspective was provided by
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M.A. Manzi et al. (2025), who conducted a systematic re-
view of 133 studies and showed that financial accounting in
family businesses is shaped by the interaction of three lev-
els-families, business and individual-rather than by formal
standards alone. The evidence also indicates a predominance
of empirical research (130 out of 133 studies) and a strong
focus on earnings management (68 studies), highlighting
the variability of accounting practices depending on own-
ership structure and governance characteristics. In contrast,
the present study proceeded from the assumption of stand-
ardised application of IFRS for SMEs and analysed how
changes in recognition, measurement and disclosure affect
reporting regardless of ownership type. While M.A. Man-
zi et al. demonstrated the heterogeneity of accounting
practices driven by agency conflicts and socio-emotional
factors, this study emphasised the role of unified reporting
requirements and their practical implications for SMEs.

The study by K. Shatila et al. (2025) examined the re-
lationship between information quality and corporate per-
formance through corporate social responsibility, showing
a positive impact on financial results directly and through
reputation, employee engagement and innovation. In con-
trast, the present study explains improvements in informa-
tion quality through updates to accounting standards rather
than managerial or reputational factors. While both ap-
proaches recognise the role of transparency and intangible
resources, K. Shatila et al. emphasised predominantly pos-
itive effects, whereas this study highlights not only benefits
but also implementation costs, complexity and barriers. A
related issue was examined by N. Raimo et al. (2025), who
found a generally low level of compliance with European
Sustainability Reporting Standards under the Corporate
Sustainability Reporting Directive, with higher alignment
in large and environmentally sensitive firms. This indicates
uneven adaptation to new standards. Similarly, the pres-
ent study shows that updates to IFRS for SMEs increase
pressure on enterprises and require significant adjustments,
improving comparability but also increasing complexity
and implementation costs. The analysis showed that the up-
date of IFRS for SMEs had a dual impact on the accounting
and financial reporting of enterprises. On the one hand, it
contributed to increasing the transparency, relevance, com-
parability and usefulness of financial information, reduced
information asymmetry and created better conditions for
making managerial and financial decisions. On the other
hand, changes in revenue recognition, fair value measure-
ment and disclosure of information complicated account-
ing procedures, increased the requirements for professional
training of specialists and increased implementation costs.

CONCLUSIONS
Summarising the results of the study, it can be concluded
that updates to IFRS for SMEs have a systemic and multi-
dimensional impact on accounting and financial reporting,
combining methodological improvements with increased
resource requirements. The changes affect both conceptual
and applied aspects. In particular, the revision of Section

2 in line with the Framework by International Accounting
Standards Board clarified definitions of reporting elements,
recognition criteria and measurement approaches, forming
a more consistent methodological basis, while improve-
ments in Section 3 enhanced transparency by refining the
concept of materiality. From an accounting perspective,
significant transformations concern financial instruments.
The removal of IAS 39 and clearer classification rules in
Section 11 improved consistency, while the prohibition of
reclassification ensured stability of reporting. The intro-
duction of Section 12 on fair value established a unified val-
uation framework. Updates to Sections 19 and 21 further
improved the reliability of accounting for complex trans-
actions and provisions. In addition, the updates to Section
28 clarified approaches to measuring defined benefit ob-
ligations, discount rates and termination benefits, which
improved the consistency and transparency of accounting
for employee-related liabilities. From a financial perspec-
tive, the updates affect the formation and distribution of
financial results. The five-step revenue recognition model
in Section 23 changes the timing of revenue recognition
and redistributes income across reporting periods without
altering total amounts. Fair value measurement increases
relevance but also introduces volatility. From an informa-
tional perspective, the updates enhance the quality, com-
parability and usefulness of financial reporting. Expand-
ed disclosure requirements and improved measurement
approaches reduce information asymmetry and increase
transparency for users, which is particularly important
given the global significance of SMEs. From the perspec-
tive of adaptation risks, implementation is associated with
significant financial, organisational, personnel and meth-
odological challenges. Implementation costs remain sub-
stantial: approximately USD 9,500 for medium-sized enter-
prises and up to USD 95,000 for large entities, with annual
maintenance costs of USD 3,000-4,500 and over USD 15,000
respectively. These costs, combined with training, system
modernisation and consulting needs, create a burden and
may slow adaptation. In the long term, however, the up-
dates create conditions for improving reporting credibility,
expanding access to finance and integrating SMEs into the
international economic environment. Overall effectiveness
depends on the ability of enterprises to overcome barriers
and ensure sufficient organisational and methodological
readiness. Further research should focus on empirical as-
sessment of implementation across countries and indus-
tries, taking into account institutional factors, digitalisation
and professional competence.
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OHoBneHHA MC®3 ana MCI: TeopeTUyHa
Ta aHaniTMYHa ouiHKa Hacnigkies Ang 6yxrantepcbkoro ob6niky
Ta ¢iHaHCOBOI 3BiTHOCTI

Xamin Xaninos

AcnipaHT
A3epbakaHChKM AepxXaBHMi eKoHOMIUHKI yHiBepcuTeT (UNEC)
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AHOTALLiA. MeTo0 11bOTO JOCTIIKEHHsI 6Y/I0 IIPOBENEHHS TEOPETUIHOI Ta AHAIITUYHOI OLIiHKY BIINBY OHOBJIEHD
MDKHapOJHUX CTaHAAPTiB PpiHAHCOBOI 3BITHOCTI /1A MauX Ta CepefHiX MiNIPUEMCTB Ha OyXraaTepchbKuil o6mik Ta
¢inaHCOBY 3BiTHICTD. JIOCTII>KeHHA BK/IIOYAJIO aHa/Ii3 HOPMATUBHUX IO/IOXKEHb Ta HAYKOBUX XKepesl 3 BUKOPUCTAaHHAM
MOPiBHANBHOTO, CTPYKTYPHO-/IOTiYHOTO, IPMYMHHO-HACTiJKOBOTO Ta CICTEMHOTO MeTOfiB. PesynbpraTtu nokasanu, mo
OHOBJIEHHS CIIPMYMHIJIO CYTTEBI 3MiHM y IIIXONAaX 10 BU3HAHHA, BUMIPIOBaHHA Ta pO3KpUTTA iHpopMalil. BupoBamkeHHA
IUSITUETAITHOI MOJIe/Ii BUSHAHHSA JOXO/iB 3MIHUIO TepPMiHM BUSHAHHSA JOXO/iB, 1[0 IIPU3BEJIO 0 IIEPEPO3IOAILY JOXOMY
Mbk nepiogamu 6e3 3MiHM J10ro 3arajbHOI cyMu. AHali3 MiATBepAyB I100aTbHe 3HaYeHHA IVIX 3MiH, BpPaXOBYI04H, IO
MaJli Ta CepefiHi MiAIPUEMCTBA CTAHOB/IATD MOHAN 95 % ycCix mianpueMcTs y cBiTi. [lommpenHa Mi>KHapOJHUX CTaH/apPTiB
¢iHaHCOBOI 3BITHOCTI JI1 MaJIVX Ta CepeHiX MiIIPUEMCTB PO3MUPIUIOCA 3 63 KpaiH, o npuitHam ix, y 2013 poui fo 87
31 169 ropucpukuin y 2025 poui, fe cTaHAapT € 0008’ A3KOBUM 260 JO3BOJIEHVIM, IIJO CBITYNUTD IIPO CTabiIbHe 3pOCTaHHA
r7106a/1bHOTO BIIPOBAJKeHHsI. BUTpaTy Ha BIIPOBa/KEeHHsI € 3HAYHMMU: TI0YaTKOBI BUTPATH Ha MOJiepHi3aljifo crcTeMn
CTaHOBJIATH NpubMM3HO 9500 mOI. [/ CepenHix mignpueMcTs Ta fo 95 000 Jo. Ui BeMMKUX OpraHisarii, 3 piyHuMu
BUTpaTaMI Ha HiiTpuMKY y po3Mipi 3000-4500 mon. Ta monap 15 000 gon. BipnosigHo. Ilepemkony g BOpoBajyKeHHA
Oy xnacugikopaHi Ak ¢piHaHCOBI, opraHisauiiiHi, KafjpoBi Ta MeTOOIOTiYHI. Pe3y/IbTaTi II0Ka3yIOTh, 1[0 OHOBJIEHH
IIOKPAlyIOTh NOPiBHAHHICTD, aKTYa/IbHICTb Ta IPO30picTh PpiHaHCOBOI 3BITHOCTI, ajle 301/IbIIYIOTb CKIaJHICTD Ta
BUTpATH. 3arajbHa e()eKTVMBHICTD 3aJIXKNUTH BiJj 30aTHOCTI MiJIIPUEMCTB aflalITyBaTU CUCTeMM OYXTalITepCbKOro 0OiKy.
Pesynbraty MOXXyTb OyTU BUKOPUCTaHI KepiBHUIITBOM Ma/IMX Ta CEpeNHiX MiAIPUEMCTB, PeTy/LATOPHUMY OpraHaMy Ta
ayouTOpaMu J/IA BIOCKOHAIEHHS 006/1iKOBOI IO TVKY, MEXaHi3MiB HaIJIAlY Ta AKOCTI 3BiTHOCTI

Knto4oBi cnoBa: rapmoHisariis; Ipo30picTh; BIPOBaKeHHsT; iHOpMaIiiiiHa aCMMeTPist; CIIpaBenBa BapTicTh; 6ap’epn
BIIPOBaJKEHHA
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Abstract. The aim of this study was to determine the role of creative industries in the diversification of resource-dependent
economies based on a comparative analysis of Azerbaijan, Norway, South Korea and Sweden. The research was conducted
through a comparative analysis of development models, the synthesis of international statistical data, and a comparison of
indicators of resource dependence, innovative capacity, cultural exports, digital presence and institutional support for the
creative sector. The results showed that creative industries did not replace the resource-based economy in the short term,
but formed an additional channel for non-resource-based growth through employment, service exports, copyright, digital
content, national branding and soft power. It was established that in Azerbaijan, the oil and gas sector accounted for over
40% of gross domestic product and over 90% of exports, whereas in Norway this sector accounted for around 22% of GDP,
48% of exports and 32% of government revenue. The comparison showed that Norway utilised resource revenues within
a framework of developed institutions and an innovative system, whereas Azerbaijan required strengthening of statistical
accounting, copyright, digital hubs and human capital. It was further found that South Korea and Sweden demonstrated
models of systematic cultural exports, where digital platforms, state support, intellectual property and international
promotion transformed cultural products into economic assets. The practical significance of the findings lies in the fact that
economic policy bodies, ministries of culture, business support institutions and developers of diversification programmes
in Azerbaijan can use the proposed model to assess the contribution of creative industries, establish digital hubs, improve
copyright regulation and support the export of local cultural products

Keywords: cultural exports; intangible assets; copyright; human capital; national branding

INTRODUCTION

Creative industries are one of the avenues for diversifying
economies dependent on the export of natural resources.
Their development enables the creation of added value out-
side the raw materials sector and the generation of jobs in
the fields of culture, digital services, design, music, audio-
visual production and intellectual property. In this context,
the creative sector does not replace the resource-based
economy, but expands the possibilities for non-resource-
based growth. The problem of resource dependence is rel-
evant for countries where oil and gas revenues account for

a significant portion of exports, the budget and macroeco-
nomic dynamics. Azerbaijan needs to strengthen its non-
oil sector, innovation base and creative entrepreneurship,
whilst Norway demonstrates a model in which resource
revenues are combined with developed institutions, invest-
ment in human capital and support for innovation. A com-
parison of these countries highlights the conditions under
which creative industries become an effective tool for eco-
nomic diversification. The relevance of the topic is height-
ened by the digitalisation of cultural products. Streaming
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services, digital platforms and algorithmic recommenda-
tion systems are transforming the ways in which music,
film, games, design and other segments of the creative sec-
tor are distributed and monetised. For resource-dependent
economies, this opens up access to external markets, but at
the same time requires copyright protection, digital visibil-
ity of local content, the development of human capital and
institutional support for creative entrepreneurship.

The development of the creative economy in Central
Asian countries was examined by B. Auken et al. (2025)
through an analysis of the sector’s scale, legislative frame-
work, national strategies and digital infrastructure. The au-
thors showed that in Kazakhstan, the creative economy ac-
counted for around 2.7% of gross domestic product (GDP)
in 2023, and the number of creative enterprises rose from
17,600 in 2018 to 45,600 in 2024; in Uzbekistan, the sector’s
share was 1.46% of GDP, and in Kyrgyzstan — around 1% of
GDP. This demonstrated that the potential of creative in-
dustries depends on cultural resources, statistical account-
ing, legal frameworks and digital infrastructure. The diver-
sification of Azerbaijan’s economy in the context of oil and
gas dependence was analysed by A. Jabbarova et al. (2026).
Based on data from 2014-2024, the authors recorded a de-
cline in the oil sector’s share of GDP from 41% to 27.5%, a
rise in non-oil exports from 8.0% to 15.3%, and an increase
in expenditure on innovation and research from 0.18% to
0.45% of GDP. At the same time, the share of oil revenues in
the budget remained high, confirming that diversification
was incomplete.

Using data from 42 resource-dependent countries for
the period 1981-2014, A.A. Lashitew et al. (2021) demon-
strated that resource wealth in itself does not determine
the weakness of non-resource sectors. Human capital, in-
stitutions, the private sector and the state’s ability to sup-
port new industries were of key importance. The relation-
ship between natural resources and export diversification
was investigated by Z.H. Zarach & A. Parteka (2023).
Based on data from 160 countries for the period 1996-
2018, they found that resource dependence limits the vol-
ume and diversity of non-resource exports, particularly in
technologically advanced sectors. N.A. Abdelkawy (2024)
analysed the problem of diversification and the resource
curse using the example of the Gulf Cooperation Council
countries. It was shown that oil rents can sustain short-
term growth, but without foreign investment, human
capital and structural reforms, their long-term effect is
weakened. The impact of cultural and creative industries
on the well-being of countries, regions and municipali-
ties was investigated by R. Boix-Domeénech et al. (2022).
Based on data from 78 countries, 275 European regions
and 518 municipalities in Valencia, it was found that an
increase in the share of creative industries is associated
with an increase in GDP per capita. D. Kalfas et al. (2024)
also confirmed the regional impact of this sector: the
majority of respondents associated cultural and creative
industries with growth in employment, GDP, investment
and entrepreneurial activity.

The impact of creative industries on the economic
performance of Association of Southeast Asian Nations
(ASEAN) countries during the COVID-19 pandemic was
investigated by N. Che Arshad & T.T. Irijanto (2022). The
authors demonstrated that exports from the creative indus-
tries, trade openness, innovation and financial instruments
supported economic growth even in the face of an external
shock. S.T. Lee (2022) analysed the film “Parasite” as a tool
for cultural diplomacy and national branding in South Ko-
rea, using a corpus of 8,808 texts. D.Y. Jin (2024) argued that
streaming services, social media and fan platforms have be-
come channels of digital soft power through which Korean
cultural products have expanded into international markets.

A review of the academic literature revealed that
studies on resource dependence primarily focus on mac-
roeconomic diversification, export structure, institution-
al quality and the role of human capital, whereas creative
industries are more often analysed as a factor in regional
development, employment, digitalisation, cultural diplo-
macy and soft power. At the same time, the link between
resource-dependent economies and the creative sector
as a tool for non-resource-based growth remains insuffi-
ciently explored, particularly in a comparative analysis of
Azerbaijan, Norway, South Korea and Sweden. Therefore,
the aim of the study was to identify the institutional, in-
novative and digital prerequisites under which creative
industries can strengthen non-resource-based sources of
growth in resource-dependent economies. To achieve this
objective, the following tasks were formulated: to identi-
ty the economic and institutional conditions under which
creative industries contribute to the diversification of re-
source-dependent economies, using the examples of Azer-
baijan and Norway; to substantiate a multi-level model for
assessing the contribution of creative industries through
indicators of GDP, employment, exports, digital presence,
soft power and national branding; to compare the expe-
rience of systematic cultural exports in South Korea and
Sweden with the current state (2024-2025) of Azerbaijan’s
creative sector and to identify institutional directions for
its development.

MATERIALS AND METHODS

The study was structured as a comparative economic and
institutional analysis of the role of creative industries in the
diversification of resource-dependent economies. The anal-
ysis covered Azerbaijan, Norway, South Korea and Sweden.
Azerbaijan is considered as an example of an economy with
high oil and gas dependence and a need to strengthen the
non-oil sector; Norway - as a resource-dependent but in-
stitutionally developed economy; South Korea and Sweden
as reference models for the development of creative in-
dustries, cultural exports, digital distribution and national
branding. The material basis consisted of international sta-
tistical reports, national economic data, innovation devel-
opment profiles, cultural policy documents, and materials
on copyright, digital distribution and the development of
creative entrepreneurship.
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A comparative method was used to compare Azerbaijan
and Norway in terms of resource dependence, the dynamics
of the non-oil and gas sector, innovative capacity, creative
outcomes, the quality of institutional support, the state of
copyright, digital infrastructure and human capital. Data
from EBRD (2025), the State Statistical Committee of the
Republic of Azerbaijan (2026), OECD (2024), as well as the
Global Innovation Index (GII) country profiles prepared
by WIPO (2025a; 2025b; 2025¢; 2025d). A descriptive and
statistical analysis method was applied to record quantita-
tive parameters of resource dependence, innovative devel-
opment and creative outcomes. The analysis covered the
share of the oil and gas sector in the economy, the dynamics
of the non-oil and gas sector, countries’ positions in global
innovation rankings, indicators of creative outcomes, and
the role of cultural exports. To determine the macroeco-
nomic weight of the creative economy, data from the UNES-
CO (2022) and UNCTAD (2024a) were taken into account.

The institutional analysis method was used to identify
the conditions under which creative industries transition
from cultural activity to an economically measurable sec-
tor. The study examined copyright legislation, digital in-
frastructure, creative hubs, public policy and mechanisms
for supporting human capital. To this end, the work of
Y. Huseynli (2022) on Azerbaijan’s cultural policy, materi-
als from WIPO (2024), the International Trade Adminis-
tration (2026) and the Connecting Companies (2023) strat-
egy for the development of creative industries were utilised.
The analytical modelling method was applied to develop a
multi-level system for assessing the contribution of creative
industries to the diversification of a resource-dependent
economy. The model identified macroeconomic, labour,
export, digital, institutional and intangible levels of as-
sessment. Its rationale was based on materials from UNC-
TAD (2024a), the UNESCO (2022) and WIPO (2025e).

The method of comparison with reference models
was used to analyse South Korea and Sweden according
to criteria such as state support for creative industries,
the sector’s integration with the innovation economy, the
scale of cultural exports, digital distribution, copyright
protection, national branding and strategic programmes
for the development of creative entrepreneurship. For
this purpose, materials from UNCTAD (2024b), Korea
Times (2026), Government Offices of Sweden (2024a;
2024b) and WIPO (2025d) were utilised. The digital dis-
tribution analysis method was applied to clarify the role of
streaming services, algorithmic recommendation systems,
digital content visibility and copyright management. Data
from the IFPI (2025) and research by C. Peukert (2019)
were used for this purpose. In the final stage, the gener-
alisation method enabled the comparison of the results of
comparative, statistical and institutional analysis and the
formulation of practical directions for the development of
creative industries in a resource-dependent economy: sta-
tistical accounting of the sector, strengthening of copyright
protection, development of digital creative hubs and invest-
ment in human capital.

RESULTS AND DISCUSSION

Creative industries perform various economic functions
depending on the level of resource dependence, institution-
al maturity and a country’s ability to transform a cultural
product into an exported intangible asset. In resource-de-
pendent economies, the creative sector does not replace oil
and gas revenues in the short term, but it creates additional
channels for non-resource-based growth through employ-
ment, digital services, copyright, tourism appeal, national
branding and international cultural presence. At the global
level, the creative economy already has a measurable mac-
roeconomic weight: cultural and creative industries ac-
count for around 3.1% of global GDP and 6.2% of employ-
ment, whilst exports of creative services reached USD 1.4
trillion in 2022, and exports of creative goods reached USD
713 billion (UNESCO, 2022; UNCTAD, 2024a).

To compare the four countries, available quantitative
indicators of the creative sector’s economic weight were
taken into account. In Azerbaijan, according to calcu-
lations by the Intellectual Property Agency, the creative
industry’s share of GDP rose from 5.1% in 2018 to 5.2%
as of 1 January 2024; however, these data are not accom-
panied by comprehensive regular breakdowns on employ-
ment, exports, royalty payments and digital monetisation,
which limits their analytical use (ABC, 2024). In Norway,
the share of the cultural and creative sectors in GDP stood
at 2.9% in 2018, whilst the share of employment in these
sectors was 3% in 2022 (Norwegian Ministry of Culture
and Equality, 2024). In South Korea, the economic weight
of the creative sector is most clearly evident in the content
industry: its value added is estimated at approximately
2.6-3.7% of GDP, and content exports reached USD 14.08
billion in 2024 (Korea Times, 2026). In Sweden, according
to Kreametern estimates, the cultural and creative indus-
tries accounted for 3.1% of GDP in 2017, whilst recent
government data indicates that around one in ten of the
country’s enterprises operates in this sector, with nearly
30% of such enterprises exporting products or servic-
es, and the sector’s total annual turnover is estimated at
approximately SEK 650 billion (Government Offices of
Sweden, 2024b). For Azerbaijan, the issue of diversifica-
tion is directly linked to the high share of the oil and gas
sector in the economic structure. According to estimates
by EBRD (2025), Azerbaijans oil and gas sector gener-
ates over 40% of GDP and over 90% of exports, making
economic dynamics dependent on commodity prices, ex-
ternal demand and the volume of energy exports. At the
same time, official statistics for 2025 show that the coun-
try’s GDP stands at AZN 129.1 billion, with value added
in the oil and gas sector decreasing by 1.6% and in the
non-oil and gas sector increasing by 2.7%. (State Statisti-
cal Committee of the Republic of Azerbaijan, 2026).

Norway demonstrates a different type of resource-based
economy, in which high oil and gas revenues are combined
with developed institutions, investment management and a
broader non-resource base. In 2024, Norway’s oil and gas
sector accounted for around 22% of GDP, 48% of exports
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and 32% of government revenue, confirming the contin-
ued significant role of the energy sector even in a highly
developed economy (EITI, 2025). At the same time, data
from OECD (2024) show that Norway’s resource-based
model has structural limitations: in 2023, mainland GDP
growth stood at just 0.7%, and was forecast at 0.8% for
2024. Furthermore, the share of industrial exports in GDP
fell to around 4%, whereas in Sweden, Finland, Denmark
and Switzerland this figure stood at approximately 20-35%
in 2022. This confirms that even with well-developed insti-
tutions, Norway remains at risk of resource specialisation
and needs to expand its high-productivity non-resource
sectors. A comparison of Azerbaijan and Norway shows

that creative industries in resource-dependent countries
perform not identical but complementary functions. For
Azerbaijan, they are primarily linked to the expansion of
the non-oil sector, the creation of new types of employment,
the digitalisation of cultural products, and the inclusion of
local content on international platforms. For Norway, the
creative sector functions as an element of post-resource
sustainability, regional development, cultural diplomacy
and an innovative economy. This means that an identical
resource base does not result in an identical model of di-
versification: the decisive factor is a country’s institutional
capacity to transform cultural resources into economically
measurable assets (Table 1).

Table 1. Comparative parameters of resource dependence and creative-innovative potential in Azerbaijan and Norway

Parameter Azerbaijan Norway Analytical significance for diversification
In both countries, the energy sector remains
V) V)
Role of the oil Over 40% of GDP 22% of GDP, 48% structurally significant, but Norway has a more

and gas sector and over 90% of exports

of exports, 32%
of government revenue

developed institutional system
for managing resource revenues

Dynamics
of the non-oil

In 2025, the non-oil
and gas sector grew by 2.7%

The non-resource economy
is integrated into a broader
innovation and social model

For Azerbaijan, the priority is to increase non-
resource value added; for Norway, it is to maintain

and gas sector

long-term post-resource sustainability

Ranking in the Differences in innovation capacity determine
Global Innovation | 94% out of 139 economies | 20% out of 139 economies . s pacly € .
varying abilities to scale up creative industries
Index 2025
Ranking b o . 1 .
. &5y Azerbaijan’s creative potential is not yet being
creative outcomes 108 22 sufficiently transformed into innovative outcomes
in the GII 2025 Y
The transition from cultural . . Creative industries are not a standalone replacement
. Reducing long-term risks of
Key challenge activity to a measurable for the resource-based model, but a component of a

creative economy

resource dependence

broader diversification policy

Source: compiled by the author based on OECD (2024), EBRD (2025), EITI (2025), WIPO (2025a; 2025b), State Statistical Committee

of the Republic of Azerbaijan (2026)

Cultural policy takes on particular significance
in the Norwegian model as an instrument of post-re-
source sustainability. Unlike Azerbaijan, where the key
challenge remains the transition from cultural activity
to a measurable creative economy, Norway already has
an institutionally established system for supporting the
cultural and creative sectors. Norway’s report on the im-
plementation of the 2005 UNESCO Convention states
that the cultural and creative sectors have a dedicated
ministerial department, decentralised participation at
regional and local levels, updated support policies, ed-
ucational programmes in the arts and culture, as well as
measures to develop small and medium-sized cultur-
al enterprises. Furthermore, in 2023, a new strategy for
the development of the gaming industry was presented,
aimed at professionalisation, growth and strengthening
the cultural impact of Norwegian computer games (Nor-
wegian Ministry of Culture and Equality, 2024). Thus,
in Norway, creative policy functions not as a secondary
cultural focus, but as part of a broader model of insti-
tutional diversification that combines regional develop-
ment, digitalisation, employment, cultural participation
and post-resource economic sustainability.

The relationship identified between resource depend-
ence and institutional capacity is consistent with the find-
ings of S. Matallah (2020), who, using data from 11 oil-ex-
porting countries in the Middle East and North Africa for
the period 1996-2017, demonstrated that the quality of
governance influences the ability of resource-based econ-
omies to diversify. In this study, a similar relationship is
observed through a comparison of Azerbaijan, where the
oil and gas sector accounts for over 40% of gross domestic
product and over 90% of exports, and Norway, where the
oil and gas sector accounts for around 22% of gross do-
mestic product, 48% of exports and 32% of government
revenue, but is combined with more developed institu-
tions and an innovation system. The need for Azerbaijan’s
diversification is also elaborated upon in the study by
M. Guliyev & T. Azizov (2022), in which export-oriented
production and “green” transformation were considered
as avenues for reducing dependence on the oil and gas
sector. Within the scope of this article, this approach is ex-
panded to include creative industries, as it is important for
Azerbaijan not only to develop manufacturing exports but
also to foster intangible exports through cultural prod-
ucts, digital content, copyright and national branding.
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A review of international approaches shows that
assessing the contribution of creative industries in re-
source-dependent economies cannot be limited solely to
their share of GDP or the number of people employed.
Such an approach captures the direct economic impact
but does not cover intangible channels of influence, in
particular copyright, digital presence, national branding,
cultural exports, tourism recognition and international
reputation. In its 2024 report, UNCTAD (2024a) high-
lights the growing role of creative services, digitalisation
and artificial intelligence in the development of the crea-
tive economy, which is significant for countries where the
traditional raw materials model requires new sources of

added value. The study’s findings highlight a multi-level
assessment model that combines direct economic indica-
tors, labour market indicators, export and digital indica-
tors, and intangible assets. Applying this model to Azer-
baijan makes it possible to distinguish existing cultural
activity from an economically scalable creative industry.
For example, the holding of Baku Creative Week 2025 and
cultural events organised by the Organisation of Islamic
Cooperation (2025) enhances Azerbaijan’s international
visibility; however, to translate such activity into econom-
ic outcomes, statistics on revenue, export volumes, em-
ployment, royalty payments, the number of enterprises
and digital content distribution are required (Table 2).

Table 2. A multi-level model for assessing the contribution of creative industries
to the diversification of a resource-dependent economy

in the non-oil and gas sector

Assessment .. . R ..
level Key indicators Economic context Significance for Azerbaijan
. Share of creative industries Determines the sector’s direct Enables an assessment of whether the
Macroeconomic | o . . . e
level in GDP, gross value added, share contribution to economic creative sector is transitioning from the

growth cultural sphere to the economic sector

Number of employees, share
of young people, share of self-
employed, number of enterprises

Labour market

Shows the sector’s ability to
create jobs outside the raw
materials economy

Important for the development of new
professions in design, music, film,
the gaming industry and digital art

Exports of creative goods
and services, copyright revenues,
international sales of digital content

Export levels

Determines the sector’s ability
to function as a non-resource-
based export

Enables a reduction in dependence
on energy exports through intangible
goods and services

Presence on streaming platforms,

Indicates the ability of local

Important for music, film, animation,

Digital level digital sales, online audience, content to enter global digital .
T, games and cultural tourism
algorithmic visibility channels
- . . . . Creates the conditions for the transition
Institutional | Copyright status, access to funding, | Determines the rules governing . .
. . from isolated events to a sustainable
level tax support, digital hubs the creative sector

creative economy

Soft power, international
recognition, national branding,
creative outcomes GII

Intangible level

Reflects the indirect impact
of culture on foreign economic
positioning

Enables an assessment of the link between
cultural policy, tourism, investment
and international reputation

Source: summarised by the author based on UNESCO (2022), UNCTAD (2024a), WIPO (2025a; 2025b), Organisation of Islamic

Cooperation (2025)

The proposed results matrix indicates that the main
constraint for Azerbaijan is not a lack of cultural resourc-
es, but the inadequacy of their economic measurement.
Azerbaijan’s cultural policy profile states that the Culture
Strategy up to 2030 covers support for cultural and crea-
tive industries, the international promotion of Azerbaijani
culture, and the development of cultural heritage (Huseyn-
li, 2022). At the same time, the existence of strategic prior-
ities requires integration with regular statistical monitor-
ing, as without sectoral data it is impossible to determine
which sub-sectors generate added value, which depend
on state support, and which have the potential to become
export-oriented. The proposed multi-level model corre-
sponds to the approach of ].L. de Figueiredo et al. (2019),
who developed an index of creative economy development
potential for 26 state capitals in Brazil and the Federal Dis-
trict. In this study, a similar principle of quantitative assess-
ment has been adapted to a resource-dependent economy
by combining macroeconomic indicators, employment,

exports, digital presence, copyright, soft power and na-
tional branding. This approach is also consistent with the
findings of A. Koumoutsea et al. (2023), who assessed the
creative economy through consumers’ willingness to pay
for participation in a cultural festival. In contrast to this
microeconomic approach, in this study the intangible val-
ue of the creative sector is assessed more broadly - through
digital visibility, international cultural presence, soft power
and national branding, which is more relevant for the anal-
ysis of Azerbaijan as a resource-dependent economy. The
results also correlate with the findings of S. Pavliuk (2023),
who noted that cultural and creative industries account for
3.1% of global gross domestic product and provide nearly
50 million jobs. In this study, these global indicators are
compared with the Azerbaijani economy, where oil and gas
dependence remains significantly higher; therefore, crea-
tive industries are viewed not as a complete alternative to
the resource-based model, but as an additional channel for
non-resource-based growth.
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An analysis of Azerbaijan’s current situation has shown
that the country possesses established cultural resources
but is at the stage of institutionally formalising its creative
economy. Government policy already includes cultural and
creative industries among its strategic development priori-
ties, and international events in Baku are creating channels
for cultural presentation. However, Azerbaijan’s position in
the Global Innovation Index 2025 demonstrates a gap be-
tween resources and outcomes: the country ranks 94t over-
all, whilst it ranks 108 for creative outcomes and 110 for
knowledge and technology outcomes (WIPO, 2025a). This
finding regarding Azerbaijan’s innovation gap is consistent
with the study by M. Manioudis & A. Angelakis (2023),
in which the creative economy was linked to sustainable
regional growth through entrepreneurial prioritisation of
development. In this article, this logic is illustrated using
Azerbaijan’s indicators: 94t place in the overall innovation
ranking and 108® place in terms of creative outcomes sug-
gest that cultural activity is not yet sufficiently being trans-
formed into innovative and creative economic outcomes.
The need to convert creative potential into measurable eco-
nomic outcomes also aligns with the findings of D. Strei-
mikiené & T. Kacerauskas (2020), who, using data from the
Baltic states, linked the creative economy to sustainable de-
velopment, employment and export revenues. For Azerbai-
jan, this means that the mere existence of cultural resources
does not in itself ensure diversification unless accompanied
by statistical tracking, an export strategy, copyright protec-
tion and digital promotion channels. This gap indicates that
institutional, educational, digital and legal prerequisites are
not yet being fully transformed into creative products, ex-
ports, intangible assets and innovative outcomes. For a re-
source-dependent economy, this situation is fundamental,
as diversification depends not only on the development of
non-oil sectors, but also on the ability of these sectors to
create a competitive product beyond the domestic market.
In this context, Azerbaijan’s creative industries should be
viewed not as a cultural add-on to the economy, but as one
of the segments of non-oil and gas development, linked to
copyright, digital infrastructure, human capital and exter-
nal cultural positioning.

Data from the IFPI (2025) and the findings of C. Peuk-
ert (2019) regarding the digitalisation of cultural industries
confirm that the distribution of local cultural products is
increasingly dependent on streaming platforms, algorith-
mic visibility, metadata and digital licensing systems. The
digital music industry demonstrates that local content is
increasingly dependent not only on the quality of the cul-
tural product, but also on algorithmic visibility, metadata,
presence on streaming services and the ability of rights
holders to manage digital rights. The global music market
reached USD 29.6 billion in 2024, with streaming revenues
accounting for 69% of total recorded music revenues, con-
firming the music sector’s transition to a digital monetisa-
tion model (IFPI, 2025). This finding is consistent with the
conclusions of C. Peukert, who noted that digitalisation, in-
ternet platforms and automated licensing are changing the

costs of participation in cultural production and content
distribution. Observations regarding the music segment
also correlate with the work of B. Klement & S. Stram-
bach (2019), which demonstrated the importance of related
diversity for innovation in urban music environments. For
Azerbaijan, the digitalisation of the creative sector opens
up opportunities for music, film, design, fashion, anima-
tion and gaming content to enter international markets;
however, this process depends not only on the availabili-
ty of performers and cultural products, but also on digital
distribution, copyright, entrepreneurial environments and
technological specialists. At the same time, the low visibil-
ity of local content, inadequate tracking of copyright reve-
nues and dependence on external platforms highlight the
need for tools for digital promotion, legal protection and
the accounting of intangible assets.

A comparison with South Korea and Sweden shows
that the systematic export of culture is shaped not only
by talent or cultural heritage, but through a combination
of government policy, private enterprise, digital channels,
intellectual property rights protection and foreign eco-
nomic promotion. In 2025, South Korea ranks 4™ in the
Global Innovation Index and is among the countries with
the highest scores for human capital, research, business
sophistication and creative output (WIPO, 2025¢). Its cul-
tural exports are based on content industries, in particu-
lar music, games, films, TV series, animation and digital
entertainment products. The South Korean model demon-
strates that the creative sector can function as an export
industry when the state provides institutional support and
businesses ensure the scaling of content in foreign markets.
According to the Ministry of Culture, Sports and Tourism
of the Republic of Korea, content industry exports reached
USD 14.08 billion in 2024, marking a historic high for the
sector (Korea Times, 2026). UNCTAD (2024b) separate-
ly analyses Korean content as an example of state policy
aimed at developing the content industry as a new source
of economic growth. Sweden represents a European model
in which the creative industries are integrated with innova-
tion policy, education, design, music, the gaming industry,
foreign trade and national branding. In 2024, the Swedish
government approved a ten-year strategy for cultural and
creative industries for 2024-2033, in which the sector is
viewed as a source of growth, employment, exports and a
positive image of the country abroad (Government Offic-
es of Sweden, 2024). In the Global Innovation Index 2025,
Sweden ranks 27 overall and 2 for creative performance,
demonstrating alignment between the innovation system
and creative production (WIPO, 2025d).

Unlike South Korea and Sweden, Azerbaijan is in the
process of transitioning from cultural policy to an eco-
nomically structured policy for the creative industries.
The country already has institutional frameworks, cultural
platforms and declared strategic directions in place; how-
ever, its lower ranking in the GII’s creative output indicates
a need to strengthen the links between cultural produc-
tion, innovation, digital distribution, exports and legal
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protection. A comparison of the models shows that what
is relevant for Azerbaijan is not the direct replication of
the Korean or Swedish model, but the adaptation of their

structural elements: systematic cultural exports, digital
presence, statistical accounting, inter-agency coordination

and intellectual property protection (Table 3).

Table 3. Comparison of creative industries development models

Dominant . .
Country model Key instruments Impact on the economy Relevance for Azerbaijan
Government support for . It is advisable to utilise a model
. o Cultural content functions as . .
South Export-content the content industry, digital for promoting content via
. an export product and a source .
Korea model platforms, music, games, . . o digital channels
. . of international recognition
TV series, films, copyright and external markets
. Creative The development of an inter-
. Ten-year strategy, business . . . R .
Innovation and . ; . industries are integrated ministerial policy and a
Sweden L support, music, design, gaming . . .
creativity model . AN with innovation, employment support system for creative
industry, export positioning . - o .
and the national image entrepreneurship is advisable
R Culture and creativit . .
Well-developed state institutions, Y It is advisable to draw on
Post-resource . . complement the model . R,
o cultural policy, regional . experience of institutional
Norway institutional of sustainable development s .
development, management L resilience and regional cultural
model of a high-income resource-
of resource revenues development
based economy
Transitional Cultural events, strategic The creative sector does not Strengthening of statistics,
Azerbaijan | model of creative | documents, digital initiatives, yet have a fully measurable | copyright, digital infrastructure
diversification | initial formation of creative hubs macroeconomic profile and human capital is required

Source: compiled by the author based on Government Offices of Sweden (2024), UNCTAD (2024b), Organisation of Islamic
Cooperation (2025), WIPO (2025a; 2025¢; 2025d), Korea Times (2026)

The results of the comparison with South Ko-
rea and Sweden are consistent with the findings of
P.T. Cong (2019), who, using Vietnam as an example, ex-
amined the creative industries as a multi-sectoral system
encompassing design, art, education, tourism, the per-
forming arts, fashion, crafts and cultural products. In this
study, a similar multi-sectoral approach is applied to Azer-
baijan: creative diversification cannot be limited to music
or digital content alone, but must encompass a broader
range of sectors capable of generating employment, ex-
ports and intangible assets. Findings by N. Innocenti &
L. Lazzeretti (2019), based on data from Italian provinc-
es for 2006-2015, showed that creative industries support
growth when they have links with related sectors of the
economy. For Azerbaijan, this finding implies the need to
integrate creative industries with tourism, education, dig-
ital services, entrepreneurship and intellectual property,
rather than treating them as a separate cultural sector. The
results of the analysis show that four institutional areas are
of primary importance for Azerbaijan: copyright protec-
tion, the creation of digital hubs, the development of hu-
man capital, and the establishment of a statistical account-
ing system for the creative economy. In 2024, amendments
were made to Azerbaijan’s legislation on copyright and
related rights, indicating an update to the legal frame-
work in the field of intellectual property (WIPO, 2024).
At the same time, international assessments indicate that
enforcement in the field of intellectual property remains
inadequate, and issues with copyright infringements and
the use of unlicensed software continue to affect the in-
vestment attractiveness of the digital and creative sectors
(International Trade Administration, 2026).

Copyright protection is directly linked to diversifi-
cation, as the creative sector generates not only physical
products but also intangible rights. In music, film, design,
software, animation, publishing and the gaming industry,
economic value arises from the ability to register, sell, li-
cense and distribute rights internationally. Without effec-
tive enforcement, a creative product remains a cultural re-
source but does not fully transform into an asset capable
of generating export revenue. Digital hubs represent the
second institutional focus. They serve as an environment
where entrepreneurship, technology, design, music, audio-
visual production, gaming technology, education and in-
vestment converge. Materials on the development of Azer-
baijan’s creative industries already mention creative clusters
and spaces, including Creative Azerbaijan, Asmart Crea-
tive Hub, Baku Business Factory, YARAT Contemporary
Art Space and specialist associations in the fashion sector
(Connecting Companies, 2023).

Human capital constitutes the third pillar of creative
diversification. In a resource-dependent economy, it deter-
mines the ability to transition from income derived from
natural resources to income generated by knowledge, skills,
cultural production and digital competencies. In the con-
text of international comparisons, it is human capital and
the research base that explain South Korea’s high ranking in
the GII 2025, where the country ranks first in terms of hu-
man capital and research (WIPO, 2025c¢). The fourth area
is statistical measurement. Without a national system for
measuring the creative economy, it is impossible to deter-
mine its share of GDP, employment, exports, tax revenues
and digital sales. In 2025, WIPO (2025¢) proposed a frame-
work for a new comprehensive study of the contribution
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of copyright and creative industries to GDP, employment,
international trade and foreign direct investment. This

approach is relevant for Azerbaijan, as it allows cultural
policy to be translated into economic indicators (Table 4).

Table 4. Institutional directions for strengthening creative diversification in Azerbaijan

remains inadequate

Area Current challenge Expected economic outcome Indicators for further accounting
Copvricht The legal framework is being | Growth in licence revenues, reduction Number of registered rights,
pyrg . updated, but enforcement in the informal use of content, increased licence fees, court cases, share
and related rights

investor confidence

of legal digital content

Separate hubs exist,
but their economic integration
needs to be strengthened

Digital creative
hubs

Growth in the number
of creative enterprises, start-ups,
and exported digital products

Number of residents, turnover,
exports, investment, number
of jobs created

A combination of cultural
education, digital skills and
entrepreneurship is required

Human capital

Development of professions
for the non-oil and gas sector

Number of educational programmes,
graduates, employment,
youth participation

Insufficient visibility

Creative economy of the sector

Ability to assess the sector’s actual
contribution to GDP, employment

Cultural satellite account,
sectoral surveys, business register,

to exports

statistics . . ..
in macroeconomic data and exports digital revenues
. Cultural events generate Transition from event-based Contracts, international sales,
International R > . . . . e
promotion visibility but require a link diplomacy to sustainable exports participation in exhibitions,

of cultural products

digital platform audiences

Source: compiled by the author based on Connecting Companies (2023), WIPO (2024; 2025e), International Trade Administration (2026)

The need to establish digital creative hubs is consist-
ent with the findings of J. Tao et al. (2019), who, using data
on Chinese creative industry enterprises from 2012-2014,
found that the elasticity of productivity with respect to ag-
glomeration density was 0.31. In this study, this indicator is
applied to the Azerbaijani context, where digital hubs are
viewed as a tool for concentrating entrepreneurs, authors,
technology specialists, rights holders and distribution chan-
nels for local cultural products. The significance of human
capital is further substantiated by the findings of R. Comu-
nian & L. England (2020), who examined the vulnerability
of cultural and creative work during the pandemic. Within
the scope of this article, human capital is defined as one
of the conditions for the transition from cultural activity
to an economically measurable sector; however, a compar-
ison with the scholars’ work shows that the development of
creative employment must be accompanied by more stable
forms of work, professional support and social protection.
The findings of V. Chandna & M.S. Salimath (2020), based
on an analysis of 732 virtual entrepreneurial firms, revealed
a positive correlation between a sense of virtual communi-
ty, support from other enterprises, social capital and per-
formance outcomes in the cultural and craft industries. The
study’s findings showed that creative industries serve as a
tool for diversification only if they transition from cultural
activity to an economically measurable system of produc-
tion, rights, employment, exports and digital distribution.
In the case of Azerbaijan, the creative sector is linked to
non-oil and gas development, but does not yet demonstrate
sufficient statistical transparency or high rankings in terms
of creative output. In the case of Norway, the creative econ-
omy is part of a broader institutional model that combines
resource revenues, social stability, regional development
and innovation policy.

A comparison with South Korea and Sweden con-
firms that systematic cultural exports arise when three

conditions are met: institutional coordination, intellectual
property protection and digital infrastructure. South Ko-
rea demonstrates a model of scaling content across global
markets, whilst Sweden demonstrates a model of integrat-
ing creative industries into national innovation and export
policy. For Azerbaijan, a combined approach is effective, in
which cultural heritage, music, design, film, digital content,
tourism and creative entrepreneurship are combined with
legal reform, statistical monitoring, skills development and
digital promotion channels. Thus, in resource-dependent
economies, the creative industries do not constitute an al-
ternative to the energy sector in the short term, but rather a
structural mechanism for the gradual expansion of non-oil
value added. For Azerbaijan, the priority outcome is not
merely an increase in the number of cultural events, but the
transformation of cultural products into a measurable eco-
nomic asset. Such a transition requires regular statistics on
the creative economy, the strengthening of copyright, the
development of digital creative hubs, support for human
capital, and the integration of local content into interna-
tional digital platforms.

CONCLUSIONS
The study found that creative industries can serve as an
additional tool for diversifying resource-dependent econ-
omies; however, their impact depends on the level of in-
stitutional maturity, the quality of legal regulation, digital
infrastructure, the development of human capital, and the
state’s ability to transform cultural products into economic
assets. It was confirmed that the creative sector does not re-
place the oil and gas development model in the short term,
but expands the structure of non-resource-based growth
through employment, exports of cultural and digital prod-
ucts, copyright, national branding and international cul-
tural presence. A comparison of Azerbaijan and Norway
showed that the effectiveness of creative diversification

University Economic Bulletin | Vol. 21, No. 1



Creative industries as a tool for diversifying resource-dependent economies...

depends not only on the extent of resource dependence, but
also on the quality of institutions, the innovation system
and the ability to transform resource revenues into long-
term non-resource assets. While Norway demonstrates a
model of an institutionally balanced resource-based econ-
omy, the key task for Azerbaijan remains the development
of the creative sector as a measurable component of non-oil
growth. This provided grounds for concluding that creative
diversification is more effective when a stable institutional
framework is in place.

It was established that the experience of South Korea

of statistical data on creative industries across different
countries, particularly the lack of comprehensive and reg-
ular indicators for Azerbaijan’s creative sector. In particu-
lar, there is limited data on the sector’s share of GDP, em-
ployment, the number of creative enterprises, the volume
of exports of creative goods and services, royalties, and
the digital monetisation of local content. Further research
should focus on quantifying the contribution of individual
segments of the creative sector — notably music, film, de-
sign, the gaming industry and digital art - to the structure
of non-oil economic growth.

and Sweden demonstrates the importance of systematic
cultural exports. In these models, cultural products func-
tion not only as an element of domestic cultural policy,
but also as a component of foreign economic positioning,
digital presence and the formation of intangible assets. For
Azerbaijan, this implies the need to transition from isolat-
ed cultural initiatives to a coherent policy for the develop-
ment of creative industries with clear economic indicators.
The limitations of the study are linked to the inconsistency
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KpeaTuBHi iHAQYyCTpIl
K IHCTPYMEHT AuBepcudikaLiii pecypco3sanexHUX eKOHOMIK:
NOpPiBHANbHWUK aHani3 Moaenen po3BUTKY
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AHoOTaLif. MeTow faHOTO JOCIifKeHHsI 610 BU3HAYEHHS PO KpeaTUBHUX IHAYCTPiit y fuBepcndikamii
pecypcosae>xXHIX eKOHOMIK Ha OCHOBI TOPiBHAIBHOTO aHai3y Asep6aiimxany, Hopserii, IliBnennoi Kopei Ta IlIBernil.
JocnipKeHHA NPOBOAUIOCA IIJIAXOM IMOPiBHANBHOTO aHasi3y MoJiefiell pO3BUTKY, y3araJbHEHHA Mi>KHapOJHUX
CTAaTUCTUYHUX IAHUX TA IOPIBHAHHSA IIOKa3HMKIB PECYPCHOI 3a/1€XKHOCTI, iIHHOBALIIMIHOIO IIOTEHIIia/Ty, Ky/IbTYPHOIO
eKCIIOPTY, UM POBOI IPUCYTHOCTI Ta IHCTUTYLiIHOI MIATPUMKM KpeaTUBHOIO CeKTOpY. Pe3ynbraTy mokasany, 1o
KpeaTuBHi iHAyCTpil He 3aMiHWIN peCypCHO-OpPi€EHTOBaHY €KOHOMIKY B KOPOTKOCTPOKOBIIT IIepCIieKTHBi, ajie cpopMyBam
TOMIaTKOBMII KaHAJI IJI1 HepeCypPCHOTO 3pOCTaHHA Yepe3 3allHATICTh, eKCIIOPT IIOC/IYT, aBTOPChKi IIpaBa, IUQpoBMil
KOHTEHT, HaI[iOHaTbHMI OpeHAVHT Ta M AKY CcITy. Bymo BcTaHOBIEHO, 0 B A3epbaripkaHi Ha HaTOra3oBMIil CEKTOP
npumnagano noHaj 40 % BajoBOro BHyTPIIIHBOIO IPOAYKTY Ta oHaj 90 % excropTy, Topi AK y Hopserii 1ieit cekTop
cTaHOBMB 611M3bKO 22 % BBII, 48 % excnopry Ta 32 % [0XOAiB mep>kaBHOro O0/mKeTy. IlopiBHAHHA OKa3ao, Mo
Hopseria BUKOpucTOBYBaja OXOAY BiJ IPUPONHUX PECYPCiB y paMKaX PO3BMHEHMX iHCTUTYIIiil Ta iHHOBALIiIHOI
cucTeMn, ToAi AK Asepbaiif>kany HeoOXigHO 6Y/I0 MOCUINTY CTATUCTUYHMIT 06JIiK, 3aXMCT aBTOPCHKUX IIPAB,
posBuToK 1udpoBux xabis Ta moaCchKUI Kamitan. Kpim roro, 6y1o BcranosneHo, mo Ilisgenna Kopes ta llIBenis
IIPOAEMOHCTPYBaIN MOJe/I CUCTeMaTUYHOr0 eKCIIOPTY KY/IbTYPHUX IPOAYKTiB, e u¢posi miaTdopmu, fepxaBHa
MiITPMMKA, 3aXMCT iHTE/IEKTYaIbHOIL BIACHOCTI Ta Mi>KHApO/jHE IIPOCYBaHH:A IIEPETBOPWIN KY/IbTYPHI IPOAYKTH Ha
€KOHOMiuHi akTVBU. IIpakTNyHe 3HaYeHHA OTPUMMaHMX Pe3yNbTaTiB ITOJIATAE B TOMY, 110 OPTaHM €KOHOMiYHOI IO TUKH,
MiHicTepcTBa KyJIbTYpY, iHCTUTYTU NIgTpUMKHU 6i3Hecy Ta po3poOHMKY nporpaM guBepcudikanii B Asepbarmxani
MOXXYTb BUKOPYCTOBYBATI 3alIPOIIOHOBAHY MOJe/Ib LA OLIiHKM BHECKY KpPeaTUBHUX iHYCTpill, CTBOpeHHA NU(POBUX
xab6iB, BIOCKOHAJICHHS pery/Il0BaHH:A aBTOPCHKOTO IIpaBa Ta MiITPUMKI eKCIIOPTY MiCLIeBUX KY/IbTYPHUX IIPORYKTIB

Knto4yoBi cnoBa: kynbTypHmit eKCIopT; HemarepiaabHi aKTUBI; ABTOPCHKE IIPABO; MIOACHKII KAIliTasl; HAallloHAIBHII
OpeHauHT
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Abstract. The relevance of this study stems from the accelerated digitalisation of the food retail sector, the growing share
of e-commerce channels, and the need for strategic management of product category development amid shifting consumer
demand. The aim of the study was to develop and justify a cascading approach to the strategic analysis of growing product
categories in online food retail, based on the integration of portfolio models and SWOT analysis to enhance the soundness
of strategic management decisions. A cascade approach was used for the strategic assessment, combining the BCG and
GE/McKinsey portfolio models with SWOT analysis, as well as methods of structural analysis, analysis of online sales
dynamics, calculation of compound annual growth rates (CAGR) and the share of product categories in the e-commerce
structure. The research was based on statistical data from the international platform Statista for the period 2018-2024. The
results of the study indicate uneven development across product segments in the food e-commerce sector and allow for
the identification of categories with the most stable growth dynamics and structural strengthening of their positions in the
digital channel. In particular, it has been established that the highest average annual growth rates are demonstrated by the
categories “bread and cereal products” (24.07%), “confectionery and snacks” (21.01%), “semi-prepared foods” (21.08%) and
“meat” (over 20%), confirming the emergence of high-demand segments in online trade. It was shown that the effectiveness
of e-commerce development in the food sector depends on a combination of demand factors, logistics infrastructure, digital
services and the specific storage and transport requirements of different product groups. Portfolio analysis using the BCG
model revealed the presence of “stars”, “question marks” and “cash cows”, whilst the GE/McKinsey matrix confirmed varying
levels of market attractiveness and competitive position across individual product segments. A SWOT analysis identified
key drivers of growth (rising online demand, digitalisation of services) and constraints (logistics costs, price volatility,
regulatory barriers). The proposed approach enables a shift from quantitative diagnosis of product category dynamics to
the formulation of differentiated strategic directions for their development and can be used to justify business strategies
and government policies supporting the digital transformation of the food market

Keywords: digital commerce; food market; portfolio evaluation; competitive advantages; digital sales channels;
management decisions; strategic planning

INTRODUCTION

In the current climate, e-commerce in food products is
becoming a key channel for ensuring product availability
and adapting the market to crisis situations. The use of a
cascading strategic approach combining the Boston Con-
sulting Group (BCG), GE/McKinsey and SWOT analysis
matrices allows for a differentiated assessment of product

categories and the development of practice-oriented de-
velopment strategies to improve the effectiveness of online
sales. The development of e-commerce for food products in
Ukraine is hampered by a number of structural and market
constraints: underdeveloped delivery and cold chain infra-
structure, limited digital literacy among certain population
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groups, low levels of trust in online services, and the spe-
cific nature of products requiring special storage and trans-
port conditions. The lack of comprehensive tools for fore-
casting and strategic management of the sector hinders its
scaling and effective functioning in the face of fluctuating
demand and external shocks.

In the academic literature, the issue of e-commerce
development in the food sector is examined from various
methodological perspectives, notably through the prism of
the digital transformation of retail, consumer behaviour,
logistics innovations, and strategic management of prod-
uct categories. In particular, E. Pantano et al. (2020) noted
that digitalisation is changing the structure of food mar-
kets and transforming traditional sales channels through
the development of omnichannel retail models and the
personalisation of consumer interactions. According to
the authors, the introduction of digital technologies in re-
tail enhances the competitiveness of businesses and facili-
tates the adaptation of business models to new consumer
practices. A separate area of research focuses on analysing
the behavioural aspects of food consumption in the digital
environment. In particular, authors A. Kuikka et al. (2024)
investigated the factors shaping consumer loyalty in the
online food retail environment and demonstrated that
trust in the digital platform, service quality and effective
communication with customers are of key importance. The
researchers emphasised that a positive consumer experi-
ence and personalised interaction contribute to increased
repeat purchases and the strengthening of online retailers’
competitive positions. In turn, S. Nakano (2023) analyses
the characteristics of consumer demand concentration in
online food retail and notes that the structure of the online
shopping basket differs significantly from traditional pur-
chases in physical stores. The author highlights the growing
role of recommendation algorithms, digital personalisa-
tion and consumer behaviour models in shaping demand
for food products in the digital environment. Meanwhile,
R. Bharati et al. (2025), in their study of consumer feedback
on online food purchases during the pandemic, found that
customer satisfaction is significantly influenced by delivery
speed, product availability, the quality of logistics services
and the transparency of digital communication.

Logistical and infrastructural factors play a significant
role in the development of e-commerce in food products.
In particular, M. Olumekor et al. (2024) found in their
study that internet access, transport infrastructure and
household expenditure patterns are key determinants of
the uptake of online food shopping. The authors emphasise
that infrastructure constraints directly hinder the devel-
opment of e-commerce in the food sector, particularly in
regions with lower levels of digital and logistical accessibil-
ity. In parallel, a research area is emerging dedicated to the
strategic management of product portfolios in retail and
e-commerce. J. Bienkowska & C. Sikorski (2024) demon-
strated that combining quantitative and qualitative meth-
ods of strategic analysis enhances the soundness of man-
agerial decisions, as it allows formalised assessments to be

supplemented by an interpretation of contextual factors and
strategic constraints. At the same time, T. Musikavanhu &
S. Kabanda (2023), having conducted a systematic review
of research in the field of e-commerce in food products,
found that academic studies predominantly focus on indi-
vidual functional aspects (logistics, order fulfilment, con-
sumer behaviour), whilst integrated strategic approaches
remain underdeveloped. The authors emphasise that such
fragmentation limits the ability to formulate comprehensive
management decisions for digital food markets. Thus, the
academic literature has produced a significant body of the-
oretical and methodological work on the study of e-com-
merce in food products; however, the issue of integrating
various strategic analysis tools into a single analytical sys-
tem remains under-explored. This necessitates the devel-
opment of comprehensive approaches that allow for the
integration of market dynamics, the competitive positions
of product categories, and strategic development factors.

The aim of this study was to develop an innovative cas-
cade model for the strategic analysis of growing product
categories in the online food retail sector, combining port-
folio models (BCG, GE/McKinsey) and SWOT analysis
to formulate differentiated strategic decisions. To achieve
this aim, the following tasks were identified: to identify key
growing product categories in the online channel and as-
sess their competitive positions and market attractiveness;
to conduct a portfolio analysis of product categories using
the BCG and GE/McKinsey matrices; to integrate the re-
sults of the SWOT analysis to formulate strategic develop-
ment directions for each category. The scientific novelty lies
in the development of a cascading model for the strategic
analysis of growing product categories in the online food
retail sector, which integrates the results of portfolio analy-
sis (BCG, GE/McKinsey) and SWOT analysis into a single,
coherent system of strategic assessment.

MATERIALS AND METHODS
The methodological basis for the study of the development
of e-commerce in food products is a combination of gen-
eral scientific and specialised methods of scientific inquiry,
which has enabled a comprehensive analysis of market
trends, structural changes and the strategic characteristics
of product categories. A systematic approach was applied,
along with methods of structural-logical analysis, compar-
ative analysis, and economic-statistical methods, as well
as tools for strategic and portfolio analysis. The choice of
methods was dictated by the need to study both the dy-
namic quantitative changes in the market and the qualita-
tive characteristics of its development. The study involved
an analysis of academic publications on e-commerce in
the food sector, consumer behaviour, and the logistical as-
pects of online retail operations. In particular, the work by
E. Pantano et al. (2020) was utilised, as well as systematic
reviews. These sources enabled the formation of the theo-
retical framework of the study and the identification of key
drivers of e-commerce development. The empirical basis of
the study consisted of statistical data from official sources,
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in particular analytical reports by McKinsey & Compa-
ny (2022; 2023; 2024; 2025) on the development of food re-
tail in Europe, as well as market forecasts by Statista (n.d.)
regarding the online food retail segment in Ukraine.

The period of empirical analysis covered 2018-2024,
due to the use of comparable and fully verified statistical
data from international analytical databases, which ensure
consistency in measurement methodology across years and
the validity of intertemporal comparisons. Data for 2025,
at the time of collection and initial processing, were pre-
liminary or forecast in nature, which limits their use for
forming consistent time series within the scope of portfolio
analysis. The use of partial or forecast values for 2025 in
portfolio analysis may distort the dynamics of indicators
due to differences in the methodology used to derive them.
Analytical processing, interpretation of results and model
building were carried out in 2025 based on the most up-to-
date complete annual data available. The first and second
stages of the study are aimed at identifying product cate-
gories with the most pronounced growth potential in the
online food retail sector. Their implementation is method-
ologically necessary, as the BCG matrix is used not as a pri-
mary screening tool, but as a means of portfolio diagnosis
for an already established analytical sample. The selection
of the top three categories was based on formalised criteria
of dynamics, structural significance and demand stability,
ensuring the validity of the subsequent application of port-
folio models in a digital context.

The study involved the systematisation of product cat-
egories and their classification by growth rate and market
share. To this end, a structural-dynamic analysis method
was applied, along with the calculation of the compound
annual growth rate (CAGR), which enabled an assessment
of the long-term development dynamics of individual seg-
ments of the food e-commerce market. The analysis was
conducted at the product category level rather than for in-
dividual brands or companies, which aligns with the logic
of portfolio models of strategic analysis (BCG, GE/McK-
insey) and helps to avoid the distortions characteristic of
fragmented digital markets.

The methodology for calculating growth indicators for
product categories takes into account that, for each product
category in the online food retail sector, the following data
were used: annual online sales volumes for 2018-2024, in
million USD; and the total volume of online food retail for
the corresponding years. The analysis period covers 7 years.
To assess the long-term dynamics of online sales for each
product category, the CAGR indicator was applied, which
allows for the smoothing of year-on-year fluctuations and
the consideration of crisis shocks (in particular, the down-
turn in 2022):

1

CAGR; = (My -1, (1)

Vizo018

where V..,V ,,, — the volume of online sales of the i-th
product category in 2018 and 2024 respectively; n — the num-

ber of years in the analysis period. To assess the structural

significance of each category, its share in the total volume of
e-commerce in food products was determined:
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where V,, - the volume of online sales of the i-th category
in year t; V,,,, - the total volume of e-commerce in food
products in year t. The calculation was carried out separate-
ly for 2018 and 2024. To identify changes in the structure
of the digital market, the share growth rate was used, which
characterises the strengthening or weakening of a catego-

ry’s position in e-commerce:
AShare; = Share; ;0,4 — Share; 591s. (3)

Interpretation: AShare,> 0 — the category is strength-
ening its position within the e-commerce structure; ASha-
re;< 0 - the category is losing relative significance, even in
the context of absolute growth. Based on the calculated in-
dicators, the selection of the top three growing categories
was carried out according to a set of criteria: high average
annual growth rate; positive growth in structural share;
sustained recovery in volumes in 2023-2024; economic and
logistical suitability for scaling in the digital channel.

The limitation of the analysis to three product cate-
gories is due to the need to combine analytical depth with
methodological integrity of the study. It is precisely these
top three categories that provide a representative reflec-
tion of the core growth of e-commerce in food products,
whilst allowing for a comprehensive cascade analysis us-
ing BCG and GE/McKinsey matrices and SWOT analysis
without compromising the substantive quality of strategic
conclusions. Increasing the number of categories does not
alter the typology of strategic positions, but significantly
reduces the depth of interpretation, which contradicts the
objectives of strategic analysis within the scope of a single
academic article.

In the third stage, portfolio methods of strategic anal-
ysis were employed, enabling the classification of product
categories by market growth rate and relative market share.
Additionally, SWOT analysis was applied to assess inter-
nal and external factors influencing the development of
e-commerce, thereby providing a comprehensive strategic
overview of the market under study. The application of the
BCG matrix for the initial classification of product cate-
gories by online market growth rates and relative market
share enabled the identification of strategic category groups
and their overall development potential in the e-commerce
channel. The use of the GE/McKinsey matrix, which serves
as a tool for the internal differentiation of categories pre-
viously identified as strategically significant (in particular,
“stars” according to the BCG matrix), enabled a transition
from an aggregated classification to a multidimensional
strategic assessment that takes into account the market’s
economic attractiveness, the competitive position of cat-
egories, consumer behavioural characteristics, logistical
constraints and the level of digital maturity.
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The assessment of the criteria for the attractiveness of
the e-commerce market and the competitive position of
product categories was carried out using an expert-based
approach as part of the study conducted in 2025. Eight
specialists in the field of e-commerce and food retail, in-
cluding e-commerce market analysts and representatives
of online retailers, were involved in the expert assessment.
Experts were selected based on criteria including at least
three years’ professional experience and practical involve-
ment in relevant market or analytical projects. The expert
assessment was conducted on a five-point scale (1-5),
where 1 represents the minimum level of a criterion and
5 the maximum level. The composite indicators of market
attractiveness and competitive position were determined
using a weighted sum formula:

L = Yk Wi Sjie (4)
where [ is the integrated indicator for the j-th product cat-
egory; w, is the weight of the k-th criterion; s is the ex-
pert assessment of the j-th category according to the k-th
criterion. SWOT analysis in the fourth stage of the study
is applied as a tool for the strategic integration of portfo-
lio analysis results, rather than as an independent descrip-
tive method. Its use is methodologically appropriate only
after constructing the GE/McKinsey matrix, as it is this
matrix that allows for the quantitative identification of the
strengths and weaknesses of the competitive position, as
well as the key factors of market attractiveness in the con-
text of the digital transformation of trade. The final stage
involved summarising the results obtained and formu-
lating strategic recommendations for the development of
e-commerce in food products in Ukraine. The combination
of quantitative methods (CAGR, structural analysis) and
qualitative tools (SWOT, portfolio analysis) ensured the
validity of the conclusions and their practical applicability
for strategic market management.

RESULTS AND DISCUSSION
The development of food trade in Ukraine during 2018-
2024 took place against a backdrop of profound structur-
al changes caused by crisis and war-related factors, which
significantly transformed sales formats, logistics chains

and consumer behaviour. The dynamics of retail sales in
the pre-war period (2018-2022), during a phase of sharp
contraction and a stage of gradual recovery, created the
conditions for rethinking the role of digital sales channels
and the infrastructural mechanisms underpinning the food
market (Ilchuk et al., 2025a; 2025b). The innovative aspect
of this study lies in the application of a cascading approach
to strategic analysis, which combines portfolio methods
(BCG, GE/McKinsey) and SWOT analysis for various
product categories, enabling the formalisation of complex
interrelationships between market parameters and the
forecasting of market development under conditions of ex-
ternal shocks and internal transformations.

An analysis of academic research in the field of e-com-
merce in general, and in the grocery sector in particular,
shows that most studies focus on specific aspects - tech-
nological innovations, logistics solutions, consumer behav-
iour or the impact of crises. Research by M. Groh (2014)
indicates a growing importance of integrated approaches
to the strategic management of product categories, the in-
tegration of digital technologies, service personalisation,
and the adaptation of logistics models to different types of
goods. At the same time, most existing studies apply port-
folio or matrix tools in isolation, without establishing a co-
herent logic for transitioning from quantitative growth as-
sessment to strategic management decisions. Therefore, to
ensure the methodological integrity of the study, the results
of the portfolio and SWOT analyses were integrated into
a single cascading model for the strategic assessment of
the development of e-commerce in food products (Fig. 1).
Figure 1 illustrates the sequence of stages in the study of
e-commerce in food products, from problem formulation
to the development of strategic recommendations. This
structure allows the research logic to be clearly traced, en-
sures transparency regarding the methods used and their
connection to the practical value of the results obtained. In
particular, it shows how quantitative (CAGR, market share,
sales dynamics) and qualitative methods (SWOT, portfolio
analysis) are combined for a comprehensive assessment of
growing product categories. The analysis was conducted at
the product category level rather than the brand level, en-
suring the correct application of portfolio models (BCG,
GE/McKinsey) in the context of e-commerce (Table 1).

Table 1. Trends and selection criteria for growing product categories in the online food retail sector in 2018-2024

Year, million USD CAGR Share | Share Share growth,
Category 2018- percentage
2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 5054 o 2018, % | 2024, % points
Bread and cereal products | 22.09 | 29.36 | 54.95 | 88.74 | 12.86 | 38.44 | 80.56 24.07 7.02 10.18 3.16
Semi-prepared foods 8.80 | 11.70 | 19.37 | 28.85 | 4.57 | 13.14 | 27.73 21.08 2.8 3.44 0.64
Confectionery and snacks | 39.62 | 52.83 | 89.06 | 134.70 | 19.96 | 59.31 | 124.40 | 21.01 12.58 15.4 2.82
Meat 41.84 | 56.52 | 89.87 | 133.30 | 20.02 | 60.21 | 129.00 | 20.64 13.28 15.92 2.64
Dairy products and eggs | 24.31 | 32.13 | 47.99 | 68.81 | 12.01 | 32.24 | 67.02 18.41 7.72 8.13 0.41
Vegetables 24.86 | 32.13 | 48.67 | 70.05 | 13.93 | 33.79 | 67.72 18.18 7.89 8.19 0.3

Fish and seafood 11.51 | 14.74 | 22.09 | 31.67 | 6.65 | 15.58 | 30.91 17.9 3.65 3.73 0.08
Fruit and nuts 20.90 | 26.88 | 40.46 | 57.99 | 11.87 | 28.17 | 56.00 17.85 6.64 6.76 0.12
Sauces and spices 578 | 7.07 | 9.19 | 12.65 | 3.96 | 7.38 | 13.78 15.58 1.84 1.63 -0.21

102

University Economic Bulletin | Vol. 21, No. 1




Kyrychenko

Table 1. Continued

Category Yean mton B0 Sotg. | Share | Share | SEEEUE
2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 5054 o, 2018, % | 2024, % points
Oils and fats 7.57 | 9.13 | 12.27 | 1643 | 520 | 9.23 | 16.21 13.53 2.4 1.86 -0.54
Spreads and sweeteners | 10.32 | 11.87 | 14.45 | 18.23 | 8.07 | 11.66 | 17.88 9.59 3.28 1.95 -1.33
Pet food 4449 | 52.80 | 66.30 | 87.35 | 8.58 | 31.93 | 67.35 7.16 14.12 6.99 -7.12
Baby food 445 | 459 | 489 | 512 | 411 | 445 | 499 1.93 1.41 0.45 -0.96

Source: calculated using formulas 1-3 and compiled by the author based on data from Statista (n.d.)
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Figure 1. Cascade model of strategic analysis of the development of e-commerce in food products
Source: developed by the author based on X. Pan (2023), C.-Y. Hung & C.-C. Wang (2024), O.Ye. Mazur (2024), V.Z. Enriquez et

al. (2025)

Analysis of the data in Table 1 shows that the highest
average annual growth rates in 2018-2024 are demonstrat-
ed by the categories “bread and cereal products” (24.07%),
“confectionery and snacks” (21.01%), “semi-prepared
foods” (21.08%) and “meat” (20.64%). At the same time,
it is “confectionery and snacks” (+2.82 p.p.) and “meat”
(+2.64 p.p.) that are characterised by the largest increase
in structural share. In contrast, the categories “pet food”
(7.16%) and “baby food” (1.93%) have the lowest growth
rates and negative or minimal dynamics in structural
changes, indicating their relative stagnation. Thus, it is the
categories of “bread and cereal products”, “confectionery
and snacks”, and “meat” that combine the highest average
annual growth rates with a positive increase in structural
share, justifying their inclusion in the subsequent portfolio

analysis. The selected product categories are characterised
not only by high growth rates but also by a steady increase
in market share within the structure of e-commerce in food
products, which indicates their strategic attractiveness and
the relevance of further portfolio analysis. In the first and
second stages of the study, growing product categories in
e-commerce for food products were identified based on
the average annual growth rate of online sales, their share
in the total volume of e-commerce for food products, and
the increase in their share within the overall e-commerce
structure. The results of the calculations showed that the
most dynamic categories are “meat’, “bread and cereal
products’, as well as “confectionery and snacks”. These cat-
egories are characterised not only by high growth rates but
also by a significant strengthening of market positions in
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the digital channel, which justifies their further analysis us-
ing portfolio and matrix methods of strategic management.
The third stage of the study was aimed at conduct-
ing an initial portfolio diagnosis of the selected growing
product categories in the e-commerce food sector using
the BCG and GE/McKinsey matrices. Unlike the second
stage, which was of a selection nature, the BCG matrix is
used for the strategic interpretation of the categories’ posi-
tions in the digital channel and to determine their role in
the e-commerce portfolio. The BCG matrix is widely used
in classical strategic management research, particularly in
international studies devoted to modelling portfolio anal-
ysis and forecasting the development of business units
(Pan, 2023; Enriquez et al., 2025). At the same time, con-
temporary research shows its adaptation to the conditions
of the digital economy and e-commerce, with an emphasis
on modifying classical approaches in the context of online
markets (Hung & Wang, 2024). A separate strand consists
of academic works by Ukrainian researchers, which focus
on the challenges of adapting the BCG matrix to the analy-
sis of product ranges and the specifics of national markets,
particularly in the context of the transformation of retail
systems (Mazur, 2024). However, overall, the application of
the BCG matrix in empirical studies of e-commerce in food
products remains underdeveloped, which necessitates its
further adaptation to the specifics of digital platforms and
its use as a basic tool for multi-criteria strategic analysis.
The application of the BCG matrix at the product cate-
gory level, rather than at the level of companies or brands,
is methodologically sound in the context of e-commerce
in food products, as the digital market is characterised by
a high level of demand aggregation, multi-brand competi-
tion, and the dominance of platform-based sales models.
This prevents distortions associated with the competitive

structure of individual companies, thereby facilitating a
focus on the strategic dynamics of demand. The classic
BCG matrix has been adapted to the specifics of online
food retail by transforming its basic variables. Within the
scope of the study: the growth rate reflects the dynamics of
online sales of the product category in 2018-2024; market
share is interpreted as the share of the relevant category in
the total volume of online food retail, rather than as the
competitive share of an individual entity. This approach
allows the BCG matrix to be used not as a tool for compet-
itive analysis, but as a portfolio model for assessing struc-
tural changes in digital demand.

In the context of e-commerce in food products, the
quadrants of the BCG matrix are interpreted as follows:
“stars” — product categories with high growth rates in on-
line sales and a significant share in the structure of e-com-
merce in food products; they act as key drivers of digital
development and require priority investment; “question
marks” — categories with high growth dynamics but a rel-
atively small share; they require a strategic choice between
scaling up or gradual withdrawal; “cash cows” - stable cat-
egories with a high share but moderate growth rates; can
serve as a source of funding for digital innovation; dogs -
categories with low growth rates and a limited structural
role in e-commerce (Pan, 2023; Hung & Wang, 2024; En-
riquez et al., 2025). The BCG matrix was constructed for
the three categories selected in the first stage: “bread and
cereal products”, “confectionery and snacks’, and “meat”
The positioning coordinates were: the compound annual
growth rate (CAGR, %) of online sales; and the share of the
product category in the total volume of online food trade in
2024. The positioning results are presented in tabular form
(Table 2), taking into account the calculations set out in Ta-
ble 1, and visualised as a schematic BCG matrix.

Table 2. Positioning of growing product categories in the BCG matrix

Product category Growth rate of online sales | Share of e-commerce in food products | Position in the BCG matrix
Bread and cereal products High High Stars
Confectionery and snacks High Medium-high Stars

Meat High High Stars

Source: author’s own work

To construct the BCG matrix, the growth rates of
online sales and the share of product categories in the
structure of e-commerce in food products were first nor-
malised and transformed into relative qualitative levels
to ensure comparability and strategic interpretation of
the data. Normalisation was carried out using an inter-
val approach, taking into account the mean values of the
sample under study. Specifically, the mean values of the
indicators were determined and the limits of deviation
from them were established. On this basis, the indica-
tors of online sales growth rates (CAGR) and the share
of product categories in the total volume of e-commerce
were interpreted according to the following levels: low
level — values below the sample average; medium lev-
el — values within an interval close to the mean (£20%);

medium-high level - values between the medium and
high levels; high level - values exceeding the upper
threshold of the interval distribution. This approach en-
sures consistency between quantitative data and their
strategic interpretation within the BCG matrix and helps
avoid distortions associated with the direct use of abso-
lute values in portfolio analysis (Fig. 2). It should be not-
ed that, according to the results of the BCG matrix, all
analysed product categories fall into the star quadrant.
This is not a methodological limitation of the study, but
reflects the logic of the phased selection carried out in
the first stage, where only categories with high growth
potential and positive dynamics in market share were in-
cluded for further analysis. Thus, the BCG matrix in this
study serves as a tool for initial portfolio diagnosis rather
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than a comprehensive market analysis. At the same time,
despite belonging to the same quadrant, these catego-
ries differ in terms of the nature of demand, logistical

Meat
(USD 129.00

million)

Confectioner
y and snacks
(USD 124.40
million)

Bread and
cereal

products (USD

80.56 million)

Stars

complexity and sensitivity to digital services, which justi-
fies a more in-depth analysis in the next stage of the study
using the GE/McKinsey matrix and SWOT analysis.

Question marks

Growth rate of online sales, %

Dairy cows

Dogs

Share of e-commerce in food products, %

Figure 2. Adapted BCG matrix for portfolio analysis of growing product categories in food e-commerce

Source: author’s own work

The analytical rationale for using portfolio models in re-
search into e-commerce in the food sector is consistent with
the empirical findings of McKinsey & Company (2022; 2023;
2024; 2025), which point to a growing differentiation among
food e-commerce product categories in terms of growth
rates, profit margins and investment attractiveness. Accord-
ing to McKinsey’s sector studies, following the COVID-19
pandemic, a stable core of star categories in online food sales
has emerged, requiring active strategic support, whilst cer-
tain categories are showing signs of stagnation despite overall
market growth. The application of the GE/McKinsey matrix
in the third stage of the study is driven by the need to overcome
the methodological limitations of the BCG matrix. Although
the BCG matrix allows for an initial portfolio diagnosis and
the identification of key drivers of digital growth, its two-fac-
tor nature (growth rate and market share) does not account
for the multi-factor nature of product category competitive-
ness in the context of the digital transformation of retail.

Unlike the BCG matrix, the GE/McKinsey matrix pro-
vides a multidimensional strategic assessment, allowing for
the simultaneous consideration of: economic parameters of
market development; behavioural characteristics of online
consumers; logistical and operational constraints of e-com-
merce; and the level of digital maturity of categories. Thus,
the GE/McKinsey matrix is used not for reclassification, but
for the internal differentiation of categories that in the BCG
matrix belong to the same quadrant (“stars”). To construct
the GE/McKinsey matrix, two integrated groups of indica-
tors were formed: the attractiveness of the e-commerce mar-
ket for the product category; and the competitive position
of the product category in the digital channel (Table 3). The
assessment was carried out on the basis of expert weight-
ing of the criteria, followed by the calculation of integrated
scores for each category. The GE/McKinsey matrix scores for
the growth product categories — “bread and cereal products’,
“confectionery and snacks”, and “meat” - are shown in Table 4.

Table 3. Criteria for assessing the attractiveness of the e-commerce market for food products

and the competitive position of the product category in e-commerce

Criteria for assessing the attractiveness Economic interpretation Weight
of the e-commerce market for food products

Growth rate of the e-commerce segment Long-term potential for scaling online sales 0.25
Category margins Ability to generate added value in the digital channel 0.20
Price sensitivity Stability of demand under conditions of price fluctuations | 0.15
Repeat purchases Frequency and regularity of online orders 0.20
Logistical complexity Costs of storage, delivery and order fulfilment 0.20
Total 1.00
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Table 3. Continued

Criteria for assessing the c?mpetitive position Strategic interpretation Weight

of a product category in e-commerce

Level of digital presence Presence on marketplaces and in omnichannel networks | 0.20

Share of online sales Degree of category integration into the digital channel 0.20

Level of brand loyalty Stability of consumer choice online 0.20

Availability of own-brand products Control over product range and pricing 0.15

Demand analytics and personalisation Ability to use data to drive sales 0.25

Total 1.00

Source: calculated by the author based on formula 4

Table 4. GE/McKinsey matrix integrated indicators for growing product categories

. Product category
Indicator -
Bread and cereal products ‘ Confectionery and snacks ‘ Meat
Criteria for assessing the attractiveness of the e-commerce market for food products
Market attractiveness High High Medium-high
Growth rate of the e-commerce segment 5 5 4
Category margin 4 4 5
Price sensitivity 4 3 4
Repeat purchases 5 4 3
Logistical complexity 3 3 5
Overall score 4.35 3.90 3.90
Criteria for assessing the competitive position of a product category in e-commerce
Competitive position High Medium-high High
Level of digital presence 5 4 5
Share of online sales 4 3 5
Level of brand loyalty 4 3 4
Availability of own-brand products 4 3 3
Demand analytics and personalisation 4 4 4
Overall score 4.20 3.50 4.40
Strategic zone Invest and scale Selective growth Invest with a focus on efficiency

Source: calculated by the author

The results of an in-depth strategic assessment show
(Fig. 3) that, although all three categories belong to the
Star quadrant in the BCG matrix, their strategic posi-
tions differ significantly. The “bread and cereal prod-
ucts” category is characterised by a combination of high
market attractiveness and a strong competitive position,
which justifies an aggressive investment strategy aimed
at scaling up and technologically upgrading digital sales
channels. “Confectionery and snacks” demonstrate high
market potential, but are somewhat weaker in terms of
competitive position, which justifies a strategy of selective
growth with an emphasis on brand loyalty, personalisa-
tion and the development of own-brand products. The
“meat” category is characterised by a strong competitive
position within a market of medium-to-high attractive-
ness, which is linked to logistical complexity and high
operational costs. This makes it advisable to focus invest-
ments primarily on improving operational efficiency and
optimising digital delivery services. The results obtained
from the GE/McKinsey matrix form the analytical basis
for the next stage of the study - a SWOT analysis, which
allows for a detailed examination of the internal strengths
and weaknesses of each product category, as well as the
identification of external opportunities and threats to
their further development in the digital environment. In

contemporary research on e-commerce in food products,
SWOT analysis is predominantly used as a standalone
tool for the qualitative interpretation of market condi-
tions or as a supplementary method for strategic assess-
ment without a clear formalisation of its link to the results
of quantitative analysis. The academic publications by
M.M. Helms & J. Nixon (2010), E. Giirel & M. Tat (2017),
and B. Phadermrod et al. (2019) focus primarily on de-
scribing the strengths and weaknesses of digital retail
formats, as well as the opportunities and threats of the
external environment, without ensuring the systematic
integration of SWOT analysis with the results of portfolio
or multi-criteria diagnostics. In this context, the question
of integrating the results of the BCG and GE/McKinsey
matrices into the structure of SWOT analysis based on a
cascading approach - whereby qualitative strategic con-
clusions are formed on the basis of previously identified
quantitative strategic positions of product categories -
remains methodologically unresolved. It is precisely the
elimination of this methodological gap that justifies the
application of SWOT analysis at the fourth stage of the
study as an integrative tool for summarising the results
of portfolio analysis, taking into account the specific na-
ture of e-commerce in food products under conditions of
heightened market instability.
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Figure 3. In-depth portfolio differentiation of growing product categories
in food e-commerce based on the GE/McKinsey matrix

Source: author’s own work

Within the scope of the study, the elements of
SWOT analysis are interpreted as follows: strengths (S)
are formed on the basis of high integrated assessments
of the competitive position of product categories in the
GE/McKinsey matrix; weaknesses (W) reflect the param-
eters for which the relevant product categories received
lower expert scores according to the criteria of compet-
itive position; opportunities (O) are based on factors of
the attractiveness of the e-commerce market for food

products; Threats (T) cover external risks to the opera-
tion of e-commerce in food products in Ukraine, in par-
ticular logistical, regulatory, macroeconomic and mili-
tary factors. This approach enables a transition from an
aggregated strategic position of categories to the identi-
fication of the internal and external factors shaping their
development within the food e-commerce sector. Table 5
presents a SWOT analysis of the product category “bread
and cereal products”.

Table 5. SWOT analysis of the product category “bread and cereal products”

S

w

Strong competitive position in e-commerce (GE/McKinsey)

Low margins in certain sub-categories

High frequency of online purchases

Limited opportunities for premiumisation

Low logistical complexity of delivery

High price sensitivity among consumers

]

T

Growing demand for basic products in the online channel

Inflationary pressure on raw materials

Development of own brands

Disruptions in supply chains

Scaling up ultra-fast e-commerce models

State regulation of prices for essential goods

Source: author’s own analysis

An analysis of the “bread and cereal products” catego-
ry shows that even under conditions of low margins and
high consumer price sensitivity, staple foods retain signif-
icant strategic potential in e-commerce thanks to stable
demand, low logistical complexity and opportunities for
scaling through private labels. In contrast to this category,

the next product group - “confectionery and snacks” - is
characterised by a higher level of emotional consumption,
active use of digital marketing and significantly broader
opportunities for personalising the offering, which results
in a different configuration of strengths and weaknesses, as
well as strategic risks (Table 6).

Table 6. SWOT analysis of the “confectionery and snacks” product category

S

w

High attractiveness of the e-commerce market

Medium-high competitive position

High potential for personalisation

Dependence on imported raw materials

Strong brand loyalty

Price volatility
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Table 6. Continued

o

T

Growth in impulse online shopping

Inflationary fluctuations in household income

Active use of digital marketing

Increasing competition from private-label products

Expansion of the range of functional snacks

Tighter regulations on product composition

Source: author’s own analysis

Further analysis of the “meat” category allows the
study to be expanded by including products with funda-
mentally different operational characteristics, primarily

high logistical complexity, the need for a cold supply chain,
and heightened regulatory requirements regarding product
quality and safety (Table 7).

Table 7. SWOT analysis of the “meat” product category

S

w

Strong competitive position in the digital channel

High logistical complexity

High proportion of online sales

High costs for the cold chain

Stable underlying demand

Limited opportunities for rapid scaling

]

T

Development of guaranteed delivery services

Military risks of supply disruption

Integration of traceability and quality control systems.

Tighter veterinary regulations

Rising demand for ready-to-eat products

Rising energy costs

Source: author’s own analysis

The SWOT analysis confirms that the selected growth
product categories, despite belonging to the same portfolio
segment in the BCG matrix, are characterised by signifi-
cantly different strategic profiles. This indicates the limita-
tions of relying solely on portfolio models for management
decision-making and justifies the advisability of combining
them with an analytical and integrative SWOT analysis.

The fifth stage of the cascading strategic analysis in-
volves formulating differentiated strategic recommenda-
tions for the development of growing product categories
in the e-commerce food sector, based on a synthesis of the
results of the BCG, GE/McKinsey matrices and SWOT
analysis. At this stage, there is a transition from analytical
interpretation to practice-oriented strategic management,
which ensures the applied value of the research. Unlike
classical approaches, where strategic recommendations are
formulated separately for each analytical model, within the
scope of this study they are integrative in nature and based
on cascade logic.

An analysis of the results indicates that for product cat-
egories which fall within the “stars” quadrant of the BCG

matrix but occupy different strategic zones in the GE/McK-
insey matrix, it is not advisable to apply a one-size-fits-all
digital development strategy. In particular, “bread and ce-
real products” — an aggressive scaling strategy focused on
expanding omnichannel sales models, developing own-
brand products and optimising operational costs through
low logistical complexity; “confectionery and snacks” - a
selective growth strategy focused on personalisation, digital
marketing, consumer behaviour analytics and expanding
the range of high-value-added products; “meat” - an invest-
ment strategy focused on efficiency, involving logistics opti-
misation, the development of guaranteed delivery services,
digital quality control and the minimisation of operational
risks. Thus, the final stage of the cascade analysis transforms
the results of the portfolio and SWOT models into practical
strategic decisions tailored to the specific characteristics of
individual product categories within the online food retail
sector. Each row of Table 8 integrates the results of BCG >
GE/McKinsey > SWOT, ensuring a cascading logic for
strategic decision-making and emphasising a differentiat-
ed approach to the development of each product category.

Table 8. Integration table of strategic development directions for growing product categories
in the online food retail sector (synthesis of BCG, GE/McKinsey and SWOT analysis)

Category BCG GE/McKinsey SWOT: Key factors Dominant Man'agftl?lent
position zZone strategy priorities
S: high repeatability of online purchases,
Bread High appeal/ low logistical corr?pleXIty Invest Own. brands,‘ fast
and cereal Star strong position W: low margins and scale delivery, price
products gP O: growing demand for staple foods optimisation
T: inflationary pressure
. S: strong brand loyalty, high potential for personalisation Personalisation,
. High appeal/ . . . .
Confectionery Star medium- W: dependence on imports Selective | digital marketing,
and snacks a r ne " ition O: growth in impulse buying growth product range
strong posttio T: increasing regulatory requirements expansion
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Table 8. Continued

B E/McKin i
Category CG GE/McKinsey SWOT: Key factors Dominant Man.agf:n?ent
position zone strategy priorities
Medium-high S: high basg d.emand, strong online position . .Cold chain,
. W: logistical complexity, cold chain Invest with | micro-fulfilment
Meat Star attractiveness/ . . :
. O: guaranteed delivery services; a focus centres, quality
strong position o .
T: military and energy risks control

Source: author’s own analysis

The results of this study are consistent with the findings
of contemporary scientific and applied research published
in peer-reviewed journals, and confirm the relevance of
the applied cascading approach to the strategic analysis of
growing product categories in the food e-commerce sector.
The proposed approach provides a consistent combination
of portfolio tools (the BCG and GE/McKinsey matrices)
with an assessment of the logistical, resource and digital
determinants of product segment development. The bibli-
ometric analysis by M. Monoarfa et al. (2024) confirms the
growing academic interest in issues relating to e-commerce
in food products, particularly in the context of logistics
systems, digital platforms and consumer behaviour. The
authors highlight the concentration of research on issues
of supply chain efficiency and the digital transformation of
retail. This confirms the relevance and scientific validity of
the chosen research direction.

Researchers F. Ellis-Chadwick et al. (2007) have
demonstrated, within the framework of the resource-based
view, that the competitiveness of retail companies is
shaped by the effective use of information, organisational
and logistical resources. The authors emphasise that it is
not only the availability of resources that is key, but their
ability to be integrated into a single strategic management
system. This is directly confirmed by the results of the
cascade analysis presented, which takes into account the
interrelationship between companies’ resource base and
the effectiveness of product category development. In the
work by A. Hiibner et al. (2016a), it was established that
the effectiveness of e-commerce in food retail depends to
a large extent on the level of integration of sales channels
and the flexibility of the distribution system. The authors
emphasise that an omnichannel environment requires
adaptive inventory management and coordination of
flows between online and offline channels. This correlates
directly with the results of the current study, according
to which different product categories (in particular the
meat and grocery groups) demonstrate varying sensitivity
to the logistics infrastructure and require differentiated
strategic decisions within the BCG matrix. In the study
by A. Hiibner et al. (2016b), it is shown that the choice of
delivery model is a critical factor in the competitiveness
of online food retail. The authors argue that decisions re-
garding the organisation of the last mile of supply should
be based on product category characteristics, demand
density and service speed requirements. The results of
this study confirm the need to differentiate logistics strat-
egies for perishable and non-perishable goods, which is

consistent with the logic of category management within
the proposed cascade approach.

M. Mkansi & A.L. Nsakanda (2019) demonstrate that
integrating a physical network of stores into an e-commerce
system creates additional advantages for order fulfilment
and improves the efficiency of the last mile of delivery. The
authors emphasise that using stores as logistics hubs allows
for reduced costs and faster customer service. This is ful-
ly consistent with the findings of this study regarding the
need to combine online and offline infrastructure when
formulating product category development strategies. The
study by A. Grewal et al. (2017) focuses on the role of dig-
ital presence, personalisation and omnichannel integration
in shaping effective retail strategies. The authors note that
digital technologies are changing consumer behaviour and
increasing the importance of product category segmenta-
tion. This is consistent with the findings of this study, which
found that product groups respond differently to digital
sales channels and marketing tools. The work by A. Alrash-
eed et al. (2024) demonstrates that companies’ level of dig-
ital maturity, the use of data analytics and process automa-
tion significantly influence the effectiveness of e-commerce
in the food sector. The authors emphasise that technolog-
ical factors are becoming decisive in shaping competitive
advantages. This correlates with the findings of this study,
according to which the growth rates of product categories
depend not only on market conditions but also on the level
of digital transformation of business models. The study by
E. Pantano et al. (2020) demonstrates that crises significant-
ly alter the structure of consumer demand and exacerbate
the uneven development of product categories in the retail
sector. The authors note that during crises, demand shifts
towards basic essential goods. This is consistent with the
findings of this study regarding the asymmetric develop-
ment of categories during various periods of economic in-
stability. Thus, the results of the author’s cascading strategic
analysis are consistent with a wide range of contemporary
research, confirming the importance of category differenti-
ation, logistical adaptation, a resource-based approach and
digital transformation in the development of e-commerce in
food products. The proposed model demonstrates its versa-
tility and suitability for application in the context of dynam-
ic changes in consumer markets and growing competition.

CONCLUSIONS
The application of a cascading strategic analysis using
BCG, GE/McKinsey and SWOT matrices in the study of
e-commerce in food products allows for a comprehensive
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assessment of the competitive positions and market at-
tractiveness of individual product categories, as well as the
formulation of differentiated strategic development direc-
tions. The five-stage approach, which involves identifying
growth categories, portfolio diagnosis, strategic differenti-
ation, integration of internal and external factors, and the
formulation of target strategies, provides a logical transi-
tion from analytical description to practice-oriented stra-
tegic management. The research findings indicate that dif-
ferent product categories, even when belonging to the same
quadrant of the BCG matrix, have distinct strategic profiles
in the GE/McKinsey matrix and different strengths, weak-
nesses, opportunities and threats in the SWOT analysis.
Furthermore, the combination of portfolio models and
SWOT analysis forms a coherent, cascading logic of stra-
tegic management, enabling decisions to be adapted to the
specific characteristics of each product category and digital
sales channel. In particular, the analysis found that the av-
erage annual growth rates of individual food e-commerce
categories in 2018-2024 ranged from approximately 20%
to over 24%, with the highest growth rates recorded in the
categories of “bread and cereal products” (around 24.07%),
“confectionery and snacks” (21.01%), “semi-prepared
foods” (21.08%) and “meat” (over 20%). This indicates the
emergence of segments with increased demand in online

high) and differing competitive strength, confirming the
uneven development of e-commerce within a single prod-
uct sector. A SWOT analysis has identified the sector’s key
strengths, including the growing share of online channels
in total retail turnover, the development of digital infra-
structure, and changes in consumer behaviour. At the same
time, key threats have been identified, including logistical
constraints, price volatility and regulatory barriers, which
may hold back the potential of certain categories. Through-
out the period under review, e-commerce in food prod-
ucts demonstrated strong growth dynamics and resilience
to external shocks; however, strategic planning must take
into account logistical, pricing and regulatory constraints.
The findings enable businesses and government bodies
to develop practical development strategies, enhance the
efficiency of digital channels and ensure market compet-
itiveness. Further research could focus on forecasting the
impact of strategic decisions on the long-term dynamics of
e-commerce, particularly in high-value-added segments.
Thus, cascading strategic analysis demonstrates high po-
tential both for scientific justification and for the practical
implementation of e-commerce development strategies for
food products, ensuring a combination of analytical accu-
racy and managerial utility.
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KackagHwui cTpaTeriyuHMn aHani3 3pocTaloumx TOBapHUX KaTeropin
eneKTPOHHOI TOpriBni XapuyoBMMM TOBapaMu

AHacTacia KupnueHko

KaHavpoaT eKOHOMIYHMX HayK, AOLEeHT
HaLioHanbH1I1 yHIBEPCUTET BIOPECYPCiB | MPUPOLAOKOPUCTYBaHHS YKpaiHu
03041, Byn. l'epois O60poHK, 15, M. KuiB, YkpaiHa
https://orcid.org/0000-0002-5647-7698

AHOTALLIA. AKTya/IbHICTD JOCIIKEHHsI 3yMOBJIeHa IPUCKOPEHOI0 I poBisariiero po3apiOHOI TOPTiB/Ii XapI0BUMNI
TOBapaMU, 3pOCTAaHHAM YaCTKY eJIEKTPOHHUX KaHaIiB 30yTy Ta HeOOXiHICTIO CTpaTeriyHOro yIpaBIiHHA PO3BUTKOM
TOBapHMX KaTeropiil B yMoBax TpaHcdopManii ClioXX1BY0Oro monutry. MeToro gociifKeHHsa 6y/10 po3pobieHHs Ta
OOI'PYHTYBaHHS KacKaJJHOTO HiIXOAy BO CTPaTeTriYHOro aHali3y 3pOCTAI0YNX TOBAPHUX KATEropiil eeKTpOHHO]
TOPIiBJIi XapYOBUMM TOBapaMIL, 10 6asyeTbcA Ha iHTerpanii moprdenpHux Mogeneit a SWOT-ananisy nns migsuineHHs
OOI'PYHTOBAHOCT] CTpaTeriYHNX yIIpaBIiHChKUX pillleHb. [l cTpaTerivHol OLiHKY BUKOPYCTAHO KaCKaTHMI MifXif, 1o
noepHye noptdenbui mopeni BCG ta GE/McKinsey i3 SWOT-ananizoM, a TAKOX MeTOAY CTPYKTYPHOTO aHaIi3y, aHaIi3y
IVHAMIKV OHJIAIH-TIIPOJaXiB, pO3paxyHKy cepefHbopiuHMX TeMniB 3pocTanHA (CAGR) i yacTKy TOBapHUX KaTeropii
y CTPYKTYPpi efleKTpoHHOI Toprisii. Inpopmaniiny 6a3y gocmigpKeHHs CTAaHOBYWIN CTaTUCTUYHI JaHi MKHapOfHOI
wiaTdopmu Statista 3a 2018-2024 poxu. PesynbraTyt fOC/TIIXKeHHA CBiYaTh PO HEPIBHOMIPHICTb pO3BUTKY TOBapPHUX
CEIMEHTIB eJIeKTPOHHOI TOPriBJli XapYOBUMU TOBapaMU Ta JO3BOJIAIOTh BUOKPEMUTH KaTeropii 3 Hailbi/Ibll CTiNIKOIO
IVHAMIKOIO 3pOCTAaHHS Ta CTPYKTYPHUM IIOCYJIEHHAM IO3ULi y IudpoBoMy kaHasi. 30KpeMa, BCTAHOBJICHO, 110
HalBUILi cCepeTHbOPIYHi TeMIIN 3pOCTaHHA AeMOHCTPYIOTh KaTeropii «x1i6 i kpym sHi Bupo6m» (24,07 %), «KOHAUTEPCbKi
BUpoOU Ta cHekm» (21,01 %), «HaniBpabpuxarm» (21,08 %) ta «M’AcHI mpopyKTu» (moHag 20 %), 10 MigTBEPHXKYE
(hopMyBaHHA CEIMEHTIB Ii/IBUIEHOTO IIOIUTY B OHJIaiiH-TOpriBiIi. [IokazaHo, 110 e eKTUBHICTh PO3BUTKY €IeKTPOHHO]
TOPIiBJIi XapYOBUMI TOBapaMyL 3a/IeKUTDh Bifl TIOENHAHHA (aKTOPiB IIONMUTY, TOTiCTUYHOI iHPacTPYKTypy, TUPPOBUX
cepBiciB Ta crrenydiky 36epiraHHA i TPaHCIIOPTYBaHHA Pi3HUX Ipyn npoxyKriB. IlopTdenpumit ananis 3a mopeo BCG
3aCBi[YMB HAABHICTDb KaTerOpill TUITY «3ipKM», «3HAKM MUTAHHA» Ta «[iilHi KOpoBM», Tofi AK MaTpuusa GE/McKinsey
i TBepAVIa pisHUIT piBeHb PUHKOBOI IPUBAOINBOCTI Ta KOHKYPEHTHOI ITO3NLIiT OKpeMMX ToBapHUX cerMeHTiB. SWOT-
aHayIi3 JOo3BONMUB iTeHTN(DIKyBaTH KIIOYOBI ApaliBepy PO3BUTKY (3pOCTaHHA OHIAH-IIONUTY, Lu¢poBisaliia cepsicis)
Ta 0OMe>XeHH: (JIOricTIYHI BUTpATH, LIIHOBA BOJIATWIBHICTD, PErylIATOpHi 6ap’epu). 3aIpONOHOBAaHNUII HiAXiS H03BOIAE
IIepeiiTy Bifj KiNbKiCHOI AiarTHOCTMKM AMHAMIKM TOBApPHVX KaTeropiii 1o popMyBaHH:A fudepeHLiloBaHUX CTpaTeriyHnx
HaIpAMiB IX pO3BUTKY Ta MOXe OYTU BUKOPUCTAHUI I OOIPYyHTYBaHHA 6i3Hec-cTpaTeriil i fepxaBHOI HOTITUKY
nipgTpumMky nugposoi TpaHcopMalii MIPOFOBOIBYOTO PUHKY

KntouoBi cnoBa: nugposa KoMepiiisi; IPOXOBONIBYNIT PUHOK; IOPT(dhenbHe OLiHIOBAHH; KOHKYPEHTH] IlepeBary;
1 poBi KaHa/MU peai3alii; yIpaBIiHCbKi pillleHHA; CTpaTeriuHe IVIAHYBaHHA

112 University Economic Bulletin | Vol. 21, No. 1


https://orcid.org/0000-0002-5647-7698

University Economic Bulletin

Vol. 21, No. 1, 2026

Journal homepage: https://ue-bulletin.com.ua/en
Received: 23.12.2025. Revised: 11.04.2026. Accepted: 12.05.2026. Published: 03.07.2026.

UDC 347.734:336.71:004.8 ISSN 2306-546X
DOI: 10.69587/ueb/1.2026.113 ISSN 2414-3774

Transformation of the institution
of banking secrecy amid digitalisation
and strengthened financial monitoring

Svitlana Kushnir
PhD in Economic Sciences, Professor
Zaporizhzhia National University
69011, 66 Universytetska Str., Zaporizhzhia, Ukraine
https://orcid.org/0000-0002-1410-1887
Olexandr Pavlov*

Student
Zaporizhzhia National University
69011, 66 Universytetska Str., Zaporizhzhia, Ukraine
https://orcid.org/0009-0009-7171-6835

Abstract. This article aimed to provide a detailed theoretical and methodological foundation and evaluation of the
institutional development of banking secrecy in response to the introduction of artificial intelligence technology, the
rules of the Automatic Exchange of Information, the Common Reporting Standard, and the creation of central bank
digital currencies. The methodological foundations were a dialectical method, methods of system-structure analysis
of the financial markets, as well as the qualitative methods of case study on the history of the implementation of
regulations on banking secrecy in Switzerland, as the main model for the development of banking confidentiality, as
well as the experience of their implementation in Germany, Singapore, the United Kingdom and Ukraine. In order
to make a comparative analysis of the process of intensification of the disclosure of transaction data by the subjects
of the primary level of financial monitoring, objective systematisation of empirical data was conducted with the use
of methods of graphical and table modelling. In the course of research, the established trend has been identified to
transform the banking sector from the position of complete capital anonymity to the principles of the “glass client”,
under which the banking secrecy of the client turns from a means of legal secrecy to the technological protocol of
regulated control of access to data. A stable trend was identified towards annual growth in the volume of automatic tax
data exchange, amounting to 10-12% per year in Switzerland. This confirmed the erosion of offshore secrecy under the
requirements of the Financial Action Task Force and the Organisation for Economic Co-operation and Development.
The study substantiated the specific features of Ukrainian compliance under martial law, where the implementation of
Resolution No. 65 of the National Bank of Ukraine and instant verification through the Diia ecosystem automatically
discloses data to financial intelligence bodies without judicial authorisation. It was established that the launch of central
bank digital currencies, such as the e-hryvnia and the digital franc, together with algorithms for continuous AI-based
transactional scoring, de facto removes banking intermediation, turns privacy into a programmable option, and shifts
legal protection towards cyber resilience and concepts of decentralised identity. The practical value of the findings
lies in their possible use by the National Bank of Ukraine and commercial banks to optimise risk-based supervision
algorithms, develop regulatory legal acts on the protection of a client’s financial profile against cyberattacks, and build
a balanced model of “digital trust”
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Transformation of the institution...

INTRODUCTION

In the contemporary global financial architecture, the insti-
tution of banking secrecy is undergoing its most extensive
transformation in centuries. The traditional approach to
the definition of banking secrecy as an absolute and un-
controllable guarantee of confidentiality of private banks
is gradually fading under the influence of two global pro-
cesses: the digitalisation of all spheres of life and a sharp
increase in the intensity of financial monitoring. Currently,
the bank itself is transforming from a “safe for secrets” to an
institution of the state’s control, which is required to adhere
to the Know Your Customer (KYC) principle and verify the
source of a customer’s wealth to a greater extent than any
other authority. Digitalisation not only provides greater
opportunities to use banking services, but also creates new
possibilities for using artificial intelligence of financial in-
telligence units to analyse financial flows, making it totally
transparent. In the course of the worldwide struggle against
money laundering, terrorist financing, and tax evasion, the
privacy of clients is being replaced by financial security at
the international level. For Ukraine, this issue is sharpened
by the need to adapt national regulatory standards to the
requirements of the European Union (EU) under martial
law. This requires maximum transparency in capital move-
ment without capitulating to the risks of a complete loss of
trust among market participants. Analysis of recent studies
and publications. The transformation of the legal and eco-
nomic boundaries of financial confidentiality in the era of
digitalisation is actively discussed in contemporary schol-
arship. A study by EA. Siena (2022) analysed the paradigm
shift in banking supervision in EU countries. The author
demonstrated that the concept of absolute financial privacy
has definitively lost its legitimacy, giving way to the prin-
ciple of “managed transparency” in the interests of public
law. Anderson emphasises that law enforcement bodies ob-
tain unhindered access to accounts without the traditional-
ly complex judicial procedures.

The issue of introducing regulatory technologies into
anti-money laundering processes was examined by P. Ter-
tychnyi et al. (2022). The scholars assessed the effectiveness
of automated customer verification systems and noted that
new digital compliance tools minimise the human factor,
while at the same time turning commercial banks into di-
rect instruments of state monitoring. According to their
findings, banking secrecy is, in effect, transformed into an
internal algorithm for data authorisation. The case of the
transformation of the Swiss financial sector and the final
dismantling of the system of anonymous accounts under
the influence of the global standards of the Organisation for
Economic Co-operation and Development (OECD) was an-
alysed by S.S. Yeh (2023). The researcher focuses on the risks
of capital outflow from Switzerland to jurisdictions with less
stringent regulation following the introduction of the Com-
mon Reporting Standard (CRS) for the automatic exchange
of information. S.S. Yeh argued that Swiss institutions were
compelled to build new competitive advantages based
not on secrecy, but on the technological security of assets.

The influence of artificial intelligence technologies on
the detection of anomalous financial transactions was ex-
amined by M. Bakhshi et al. (2020). The authors described
mechanisms of behavioural scoring that enable neural net-
works to monitor users’ transactional activity continuously.
It was substantiated that such comprehensive preventive
control fully erodes the classical meaning of the confiden-
tiality of a bank account. The specific features of imple-
menting the concept of open banking, as well as the legal
conflicts that arise when customer data is transferred to
third parties through application programming interfaces
(APIs), were studied by C. Amalia et al. (2022). The authors
demonstrated that the integration of financial institutions
with fintech companies blurs the traditional legal bound-
aries of responsibility for preserving secrecy. They pro-
posed shifting the regulatory focus from restricting access
to protecting personal data against cyber threats. The risks
to individual privacy associated with the design and future
launch of central bank digital currencies (CBDCs) were
analysed by A. Jabbar et al. (2023). The authors critically
assessed the architecture of distributed ledgers for digital
money and argued that the issuer’s direct control over each
wallet de facto abolishes the institution of banking inter-
mediation in relation to the preservation of confidentiality.
A. Jabbar et al. also considered the prospect of new forms
of “digital surveillance” by the state.

Despite the existence of substantial studies addressing
the general issues of financial digitalisation and the legal as-
pects of financial monitoring, researchers have not yet giv-
en sufficient attention to a comprehensive assessment of the
transformation of banking secrecy as a transition from a le-
gal instrument of protection to a purely technological pro-
tocol for access management. The synergistic effect of the
simultaneous introduction of artificial intelligence systems,
CRS standards, and the integration of banks with state dig-
ital platforms under the legal restrictions of martial law re-
mains insufficiently studied. This necessitates a rethinking
of the very concept of financial privacy. This study aimed
to analyse the transformation of the institution of banking
secrecy under the influence of digitalisation, artificial in-
telligence, CBDCs, and strengthened financial monitoring.

MATERIALS AND METHODS
This study used a qualitative design, theoretical and meth-
odological analysis, and institutional modelling of the le-
gal and economic transformation of the financial sector.
The research type was combined, consisting of a theoret-
ical foundation and an in-depth analysis of the concept of
confidentiality, as well as an applied assessment of the im-
plementation of technological and regulatory mechanisms.
The object of the study was the process of transformation
of the institution of banking secrecy under the influence
of total digitalisation and stricter financial monitoring re-
quirements. The research covered all legal and economic
aspects of relations between commercial banks, their cli-
ents and the state’s supervisory institutions for issues of
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disclosure and protection of information about trans-
actions. The source base was formed through purposive
sampling of official reports and standards issued by inter-
national organisations, in particular the Financial Action
Task Force (FATE 2025) and the Swiss Financial Market
Supervisory Authority (FINMA, 2025). Among Ukrainian
legal acts, the study considered Resolution of the Board of
the National Bank of Ukraine No. 65 (2020), as well as spe-
cialised academic periodicals published between 2019 and
2025, including studies by Z.M. Dovhan & Y.M. Halitseis-
ka (2021) and V. Krasovskyi (2024). The study applied a
qualitative case-study method to examine the experience
of Switzerland and Ukraine. The choice of Switzerland is
justified by its status as a historical benchmark of banking
confidentiality, whose forced transition to the Automatic
Exchange of Information (AEOI) (2020) and the Common
Reporting Standard (CRS) (2025) reflects the global dis-
mantling of offshore anonymity. The choice of Ukraine is
determined by the exceptional pace of digitalisation in its
banking system, its unique experience of instant customer
verification through the Diia (n.d.) ecosystem, and the spe-
cific features of implementing a risk-based approach under
martial law. The research tasks were carried out in stages
using a set of mutually complementary methods. In par-
ticular, historical-legal and dialectical methods were used
to identify patterns in the evolution of banking secrecy
from the classical paperbased model to the digital model.
Comparative analysis was applied to compare international
regulatory practices, as well as the level of privacy in tra-
ditional bank accounts and central bank digital currency
(CBDC) wallets. Systemic and structural analysis served as
a tool for examining the influence of artificial intelligence
(AI) technologies and Open Application Programming In-
terfaces (APIs) on the formation of the “glass client” model
and for assessing the degree of integration between banks
and state registers. At the final stage of the study, theoretical
generalisation and the abstract-logical method were used
to formulate the authors’ conclusions on the contours of the
future architecture of “digital trust”

RESULTS AND DISCUSSION
Historically, banking secrecy emerged as an instrument for
protecting private property and commercial information.
However, in the 21+ century, a paradigm shift can be ob-
served: from absolute anonymity to “justified transparen-
cy”. The experience of Switzerland is particularly illustrative
in this context. The country, which made banking secrecy
part of its national code as early as 1934, was forced, under
pressure from the Organisation for Economic Co-opera-
tion and Development and the United States of America
(USA), to dismantle the system of numbered accounts and
move towards the CRS (Meier et al., 2023). This indicates
that the digital era leaves no room for “grey zones”. Banking
secrecy now protects the client from unauthorised access
by third parties, such as hackers and competitors, but it
is fully open to tax and law enforcement authorities with-
in the limits of the law. The transformation of conceptual

approaches to the essence of banking secrecy is clearly vis-
ible when its classical and digital models are compared.
Under the 20®-century classical paradigm, the main prior-
ities were absolute anonymity for the client and preventing
outside interference in clients’ capital. Today, the digital
model has moved in the other direction, to transparency
and a relentless anti-money-laundering fight. Accordingly,
the access to the information has changed: the information
was revealed by criminal cases under the court decision
before, while today in banking, it is disclosed under CRS
and on request (Meier et al., 2023). The technological basis
of control has evolved from paper-based documentation
and the subjective human factor to the introduction of
AT algorithms, Big Data tools, and end-to-end blockchain
monitoring (FINMA, 2025). This has led to a fundamental
change in the role of the financial institution itself: the bank
has been transformed from a custodian of secrecy and a
trusted representative of the client into a primary financial
monitoring entity that de facto performs the functions of
a state agent. This evolution is most clearly reflected in the
change in the Swiss standard, where legendary anonymous
numbered accounts and strict criminal liability for data
disclosure have been replaced by full reporting by financial
institutions to the Swiss Federal Tax Administration. For a
deeper understanding of these processes, it is worth analys-
ing precisely how digitalisation has changed the technical
possibility of preserving secrecy. In the past, information
was stored in paper archives, access to which required a
physical visit and lengthy legal procedures. Today, however,
every transaction generates a digital footprint that is avail-
able to the regulator in real time. The introduction of Big
Data systems enables banks to score clients not once a year,
but continuously, by analysing behavioural anomalies that
automatically trigger the disclosure of information within
the framework of financial monitoring.

When considering the case of Switzerland, it should be
noted that the transformation of the institution of confi-
dentiality began not because of technical failures, but as a
result of strong external political pressure. For a long time,
the Swiss Confederation uncompromisingly defended Ar-
ticle 47 of the Federal Act on Banks and Savings Banks,
which provided for criminal liability and actual imprison-
ment for the disclosure of client data (Mahdi et al., 2024).
However, by 2024-2025, the situation had changed, and
the country had become one of the leaders in implement-
ing the standard of automatic exchange of information.
According to official data from the Swiss Federal Tax Ad-
ministration, the number of financial accounts covered by
AEOI procedures has been growing steadily by 10-12%
annually, covering data on more than 3.6 million accounts
held in partner states. This has, in effect, eliminated clas-
sical offshore anonymity (Exchange of information with
104 countries..., 2023). Analysis of the Swiss experience
demonstrates that the removal of banking secrecy has led
to massive restructuring of the redistribution of cross-bor-
der capital. During the period of sharp change, the outflow
of “undeclared” offshore funds of the small and medium
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private Swiss banks from the total of 15-18% of assets was
observed. At the same time, the market underwent forced
consolidation. The largest conglomerates, such as UBS,
were able to offset this outflow by reorienting themselves
towards the lawful onshore segment and capital manage-
ment in Asia. According to regulatory reports, the assets
under management (AuM) of the merged UBS giant after
the acquisition of Credit Suisse exceeded USD 5.7 trillion.
This confirms the shift from a strategy of “asset conceal-
ment” to a strategy of “technological management and
transparent security” (FINMA, 2025).

An important quantitative indicator of the uncom-
promising nature of the new compliance era has been the
unprecedented financial sanctions imposed on financial
institutions for violations of financial monitoring rules and
tax agreements. A striking example is the long-running in-
vestigations by the US Department of Justice and the Swiss
regulator FINMA into Credit Suisse, which resulted in
total penalties of more than USD 2.5 billion for assisting
in the concealment of assets from taxation. Even UBS, the
market leader, was compelled, in similar international cas-
es, including claims brought by the French tax authorities,
to pay final penalties and compensation amounting to 1.8
billion EUR (FINMA, 2025). This particular amount of fi-
nancial losses shows that the preservation of clients’ “grey”
secrets is no longer profitable for banks. To maintain a high
degree of objectivity of the research, the Swiss experience
should also be supplemented by a review of other global
regulatory models, for example, of different approaches to
the narrowing of banking secrecy. The United States has
built a unique model in which banking confidentiality is
fully subordinated to national security interests through
the mechanisms of the Financial Crimes Enforcement
Network (FinCEN). Under the Anti-Money Laundering
Act of 2020 (n.d.) and the Corporate Transparency Act of
2019 (2019), FinCEN obtained unhindered digital access
to companies’ beneficial ownership information and banks’
transactional activity. The US model has transformed banks
into direct intelligence informants: where transactions ex-
ceeding USD 10,000 or any suspicious activity are detected,
a bank is required to submit a Suspicious Activity Report
automatically. Any attempt to conceal client data is punish-
able by multi-billion-dollar fines and exclusion from dollar
clearing, which makes the US model the most aggressive
form of capital deanonymisation in the world. While the
US model focuses on state financial control, the experience
of the EU demonstrates the dismantling of banking secre-
cy under the influence of market digitalisation and con-
sumer rights protection. The implementation of Directive
(EU) 2015/2366 (2015) established the mandatory nature
of the concept of open banking. According to a study by
M. Polasik et al. (2024), European legislation compelled
traditional banks to open up access, free of charge, to their
clients’ accounts and transaction histories for third parties,
namely technology-based fintech companies, through ap-
plication programming interfaces (Open APIs). Thus, the
monopoly of banks over financial secrecy in the EU was

eliminated by law in favour of market competition and the
creation of “transparent client” ecosystems.

The analysis of empirical data on the practical imple-
mentation of the AEOI standard (2020) in Switzerland made
it possible to identify stable trends towards the globalisation
of financial control and to reveal the hidden mechanisms
of capital de-shadowing. The data presented by E. Basel-
gia (2023) demonstrate stable exponential growth across all
three key descriptors: geographical coverage, the volume of
transactional data and the number of institutions involved.
The results of the analysis of automatic financial informa-
tion exchange indicators show the consistent strengthen-
ing of international tax transparency and the expansion of
the institutional scope of the AEOI mechanism. Between
2019 and 2025, the number of Switzerland’s partner states
involved in automatic data exchange increased from 75 to
110, representing a total growth of 46.7%. The most inten-
sive expansion of the cooperation network was observed
in 2019-2021, when the indicator increased by 28%. This
points to the active adaptation of the international regula-
tory architecture to transparency standards after the com-
pletion of the transitional stages of CRS implementation. At
the same time, there is a general increase of 22.6% from 3.1
million to 3.8 million for the total of transferred financial
records related to non-resident bank accounts (Exchange of
information with 75 countries..., 2019; Exchange of infor-
mation with 110 states..., 2025).

The trend mentioned above testifies to a deeper inte-
gration of different jurisdictions” financial systems and to
a more efficient use of tools for controlling cross-border
capital flows. Moreover, the number of financial institu-
tions covered by reporting requirements has increased
from ~7,500 to 9,500, or 26.7%, during the same period
(Exchange of information with 110 states..., 2025). This
suggests that banking reporting requirements are expand-
ing not only to banking institutions, but also to investment
funds, trusts, insurance companies, and so on, which sig-
nificantly limits opportunities to use alternative financial
intermediaries to evade monitoring and information ex-
change. It needs to be noted that the identified trends have
direct macroeconomic and legal consequences. First of all,
the increase in automatic exchange of information result-
ed in a cumulative growth of the national tax receipts of
the partner countries, according to the report of the State
Secretariat of International Finance (SIF, 2025). The receipt
of financial intelligence on foreign assets enabled fiscal au-
thorities to use voluntary disclosure mechanisms, including
capital amnesties, and to carry out additional assessments
of tax liabilities. Second, the shift from a request-based
system to the CRS has fundamentally increased the effec-
tiveness of detecting and preventing financial crime. Reg-
ulatory Al algorithms are now able to conduct end-to-end
retrospective analysis of transactions, identifying complex
schemes of capital splitting, cross-border money launder-
ing and the financing of illegal activities as early as the
transaction-structuring stage. Changes in AEOI indicators
in Swiss practice are shown in Table 1.
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Table 1. Dynamics of Switzerland’s AEOI indicators

Number Growth rate of Number of account Growth rate of data Number
Year | of partner countries | geographical coverage | records transmitted volume compared of participating
for exchange compared with 2019 (%) (million) with 2019 (%) financial institutions
2019 75 - 3.1 - ~7,500
2021 96 +28.0 3.3 +6.4 ~8,200
2024 104 +38.7 3.7 +19.3 ~9,000
2025 110 +46.7 3.8 +22.6 ~9,500

Source: developed by the authors based on Exchange of information with 75 countries... (2019), E. Baselgia (2023), SIF (2025), Exchange

of information with 110 states... (2025)

The indicators presented demonstrate the transition
from a model focused on banking confidentiality to a
model of systematic international information exchange,
in which the key priorities are tax transparency, interstate
cooperation and digital control over cross-border financial
flows. In Ukraine, this process is being synchronised with
European standards. The accession of the State Tax Ser-
vice of Ukraine to the Multilateral Competent Authority
Agreement on Automatic Exchange of Financial Account
Information of the OECD (2014) means that the banking
secrecy of Ukrainian residents abroad and non-residents in
Ukraine has ceased to be an obstacle to tax control. Digital-
isation has introduced open banking into banking practice.
The use of open APIs allows clients to transfer their data
to third-party services in order to obtain better financial
offers. However, this creates a paradox: on the one hand,
clients voluntarily “dismantle” their own secrecy for the
sake of convenience; on the other hand, the bank remains
responsible for the security of this data. Thus, the contem-
porary transformation of the institution of banking secrecy
shifts the emphasis from nondisclosure to access manage-
ment. A separate aspect is the strengthening of financial
monitoring in Ukraine under martial law and digitalisa-
tion. The risk-based approach introduced by the Nation-
al Bank of Ukraine (NBU, n.d.b) requires banks to block
automatically any transactions that do not correspond to a
client’s financial profile. In this case, banking secrecy is au-
tomatically disclosed to the State Financial Monitoring Ser-
vice without judicial involvement. According to data from
the Structured Financial Messaging System (SEMS, 2024),
analytical processing of large volumes of suspicious trans-
actions made it possible to identify and block financial
flows of illegal origin amounting to more than UAH 7.3
billion in equivalent value. This was accompanied by the
transfer of more than 1,100 summarised case materials to
law enforcement agencies. Quantitative analysis of these
data indicates a shift in the compliance system from retro-
spective recording to preventive blocking, where the bank
de facto becomes the first censor by implementing a model
of “presumption of transparency”.

In the academic literature, the concept of the “glass cli-
ent” is used as a metaphor for the increased digital trans-
parency of financial behaviour under conditions of open
banking, AEOI and expanded compliance. However, it
should be borne in mind that the term is more of an an-
alytical construct than a unified regulatory definition. As

D. Lyon (2018) and S. Zuboft (2019) noted, its meaning fits
logically into the broader discussion of the datafication of
financial services and the reduction of information asym-
metry between the client, the bank and the regulator. In
this context, R. Alt et al. (2018) distinguish between two
interpretative approaches. The optimistic viewpoint con-
siders full transparency, which is being achieved via dig-
ital means, to be a tool for lowering the costs of financial
transactions, raising the efficiency of scoring and reducing
information asymmetries in financial markets. Converse-
ly, the critical approach points to the dangers of the emer-
gence of a “digital panopticon” in the sphere of banking
activity, where there is a constant control over the actions
and patterns of movement of clients’ money, which even-
tually threatens the loss of privacy and the possibility of in-
fluencing client behaviour via risk-assessment systems us-
ing algorithms (Lyon, 2018). In this regard, the concept of
the “glass client” falls within the framework of the broader
theory of surveillance capitalism and algorithmic control,
and is not an independent category within the theory of
banking law. Within the framework of Big Data technol-
ogies and predictive analytics, a financial institution is able
to identify previously imperceptible connections between
counterparties that were previously inaccessible to human
observation. This changes the very nature of monitoring:
banking secrecy ceases to be a protective shield and is trans-
formed into a tool to select transactions that meet certain
standards of legitimacy. Of particular note is the role of
AI, which is implemented in compliance systems of large
banks. In the Ukrainian market, more than 85% of first-
and secondtier banking institutions have optimised their
processes through leading technology platforms, such as
SAS Anti-Money Laundering (AML) and NICE Actimize
(FINMA, 2025). Algorithms are programmed not only to
analyse the transaction amount, but also the place of its oc-
currence, the time of its occurrence, the device used by the
client, the time of logging in from a specific device and even
user habits (e.g. data-entry speed, usual money transfer
paths). As S. Zuboft (2019) claims, the use of such platforms
as SAS AML allows the financial institutions to cut down
the number of false positives by 35-40%, while improving
the accuracy of identification of complex schemes of shad-
ow capital splitting by 22%. Such a level of control renders
the classical banking secrecy practically inapplicable in the
internal systems of the bank and, therefore, in the regulato-
ry bodies that have the right to view such aggregated data.
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Within the scope of tightened financial monitoring in
Ukraine, attention should also be drawn to banking sys-
tems integration with the state registers and Diia (n.d.)
ecosystem. This makes it possible to conduct remote
identification and verification (e-KYC) within minutes.
However, the downside of this convenience is the con-
centration of vast amounts of confidential information
in digital clouds. The transformation of the institution of
banking secrecy is manifested here in the fact that legal
protection shifts from the very fact of “having an account”
to the “protection of personal data against leakage” (Mah-
di et al., 2024). In other words, in this case, the state no
longer promises the client that it will not analyse their ac-
counts; instead, it promises that third parties will not be
able to use this data because of technical weaknesses in
the system. The introduction of advanced digital tools into
banking practice has not merely automated operational
processes, but has fundamentally changed the physical
and legal nature of data confidentiality. The evolution of
technology creates specific challenges for the classical in-
stitution of banking secrecy, forcing regulators to balance
financial transparency with cybersecurity (FINMA, 2025).

The study results suggest that the influence of digital tech-
nologies has brought about structural changes in bank-
ing secrecy and monitoring systems. Distributed ledger
changes the traditional pattern of a closed banking system
to an open one by ensuring full transaction visibility and
real-time transaction traceability, especially concerning
crypto assets connected with illegal transactions. The use
of cloud infrastructure for the storage and maintenance
of banking databases blurs the traditional approach to the
division of banking secret protection and maintenance be-
tween financial institutions and technology providers. The
spread of biometric authentication reduces the possibility
of anonymous account management and strengthens the
personalisation of financial transactions (Jain et al., 2011).
At the same time, the development of open banking and
API integrations deepens interaction between banks and
fintech services, thereby improving the efficiency of fi-
nancial services while complicating the determination of
the boundaries of responsibility for data protection (Alt et
al., 2018). The role of technologies in the development and
transformation of the concept of banking secrecy is sum-
marised in Table 2.

Table 2. The impact of digital technologies on components of banking secrecy

by providers

TeChn()l.o gical Impact on Result for financial monitoring | Practical examples and implementation tools
solution confidentiality
Blockchain & Transparency Possibility of tracking “dirty” crypto- | Use of Chainalysis KYT and Elliptic analytical
distributed ledger of transactions assets up to the point at which they platforms to label and block tokens
technology in public networks are converted into fiat currency with a criminal history
Storage of data on third- . Migration of banking Big Data to Amazon
Cloud computing partff servers operated Need to delimit access between the Web %ervices clouds; rzigsksgof data compromise

bank and major IT companies

through vulnerabilities in third-party software

Replacement of
passwords with
fingerprints and Face ID

Biometric ID

Impossibility of anonymous account
management through nominees

Remote identification systems such as Apple
Face ID and Android Biometric, as well as state
e-KYC algorithms within the Diia ecosystem

Third-party
applications’ access to
account balances

Open APIL

Blurring of responsibility
for preserving the secrecy of
transactions

Integration of bank accounts with fintech
services through PSD2 API protocols; data leaks
at the processing stage by third-party personal
finance management applications

Source: developed by the authors based on Directive (EU) 2015/2366 (2015), FINMA (2025), Diia (n.d.)

As Table 2 shows, the digital technologies have system-
atically modified classical components of banking secre-
cy and gradually shifted it from the field of the protective
function to the control through transparency and algorith-
mic monitoring. As for the impact on financial monitoring,
the situation is ambiguous: on the one hand, the ability to
identify and track risky transactions has been upgraded; on
the other hand, the boundaries between liability have be-
come less clear and new cyber and compliance risks have
increased. It is also worth considering in greater detail the
issue of combating tax evasion, which became the main
driver of reforms in Switzerland. Forced to accept the fact
that the US Department of Justice, as well as the European
Commission, had to charge Swiss banks with multi-bil-
lion-dollar fines for the fact that they helped foreigners hide
their assets. This led to a radical overhaul of national legis-
lation and the adoption of the government’s White Money
Strategy. This was confirmed through tighter requirements

set out in the Federal Act on Combating Money Launder-
ing and Terrorist Financing in the Financial Sector and the
corresponding regulations of the State Secretariat for In-
ternational Finance (SIF, 2025). According to this strategy,
Swiss banks should accept only such funds for which there
is an undisputable confirmation of tax payment in the cli-
ent’s home country. This differs radically from the situation
20 years ago, when the origin of funds was rarely checked
unless the amount was linked to obvious criminal activity.
In the current regulations of the FINMA (2025), there is
a provision that financial organisations shall carry out tax
control for each of the foreign client’s assets from origin to
destination. Thus, the burden to justify the fiscal security
of the funds falls on the account holder, under the threat of
immediate blocking of the account and reporting a suspi-
cious transaction to relevant authorities.

In the Ukrainian context, the strengthening of finan-
cial monitoring has its own specific features, linked to
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adaptation to FATF standards and the requirements of
the International Monetary Fund. The introduction of the
institution of politically exposed persons (PEPs) and the
establishment of lifelong status for them constitute a direct
limitation of banking secrecy for a specific category of citi-
zens, as regulated by the SFMS (2024) and Law of Ukraine
No. 361-IX (2025). For such persons, the idea of confiden-
tiality of transactions is not relevant: for them, the bank is
required to carry out additional checks for each of their
transactions, regardless of amounts. This sets a precedent
for the segmentation of banking secrecy, as in this case,
the secrecy will be “selective”, depending on the person’s
social and political status. In this way, the implementa-
tion of the risk-oriented approach has resulted in radical
changes to the classical banking secrecy, as the absolute
and uniform legal norm turned into a flexible control tool.
In the modern regulatory framework of compliance con-
trol, the concept of deepening the client base segregation
has been implemented; the level of secrecy of information

and the level of the provision of information depend di-
rectly on the risk group of the client. The differentiation
of the level of banking secrecy in contemporary financial
monitoring practice is based on the risk-based approach.
For low-risk clients, who are characterised by transparent
sources of income and standard financial behaviour, basic
identification procedures and periodic data updates are
applied, while transaction monitoring is largely limited
to detecting atypical transactions that exceed established
thresholds. For medium-risk clients, KYC requirements
are strengthened, involving regular verification of infor-
mation and selective checks on the origin of funds when
non-standard financial activity is detected. For high-risk
clients, including PEPs and citizens from countries with
high money laundering and terrorist financing risk, an in-
creased level of due diligence is provided, which implies
constant monitoring of clients, an expanded list of docu-
ments that confirm the source of funds, and an expanded
scope of transaction control (Table 3).

Table 3. Levels of client verification intensity within financial monitoring

Client category Level of secrecy disclosure Frequency of data updates | Need to confirm the source of wealth
Low risk Basic level: Identification Once every 3-5 years Only when limits are exceeded
Medium risk Standard level: KYC Once every 2 years Selectively, at the bank’s request
High risk: PEPs | Enhanced level: Enhanced Due Diligence Annually and lifelong Mandatory for all transactions

Source: developed by the authors based on SEMS (2024), Law of Ukraine No. 361-IX (2025)

According to Table 3, the financial monitoring practice
is based on the risk-oriented approach for the segregation
of levels of confidentiality of information. For the clients
that are low risk, the following approach is applied: sim-
plified identification, periodic update of data, and selec-
tive control of anomalous transactions. For medium-risk
clients, the enhanced KYC procedure is applied, which
includes the periodic updating of the client’s information,
as well as selective checking of the origin of funds in the
case of anomalous activities. The next important aspect
is the digitalisation of the process of reporting suspicious
transactions. In Ukraine, due to the automation of data ex-
change between banks and the State Financial Monitoring
Service on the basis of updated electronic protocols, the
average time required to process and transmit information
on critical financial risks has been reduced from several
days to real-time or a few hours (SFMS, 2024). This ena-
bled the regulator to respond preventively to suspicious fi-
nancial flows before capital was fully split and moved into
the shadow economy. A special place in the contemporary
transformation of banking secrecy is occupied by the so-
called “Travel Rule” developed by FATF (2025). This rule
requires financial institutions, including virtual asset ser-
vice providers, to collect and transmit the personal data of
both the sender and the recipient when transactions are
carried out. For the banking sector, this means the com-
plete dismantling of the remaining elements of anonymity,
even in cross-border transfers, which were previously re-
garded as one of the most protected areas of confidentiality.
Digitalisation makes it possible to automate this process:

each transaction is accompanied by a “digital passport”,
which makes banking secrecy transparent to the network
of correspondent banks and state regulators worldwide.

Under martial law in Ukraine, the institution of bank-
ing secrecy has been subject to additional restrictions aris-
ing from national security needs. The NBU significantly
expanded its powers to monitor the accounts of persons
associated with the aggressor state and introduced mech-
anisms for the immediate blocking of assets. A compar-
ative analysis of the dynamics of sanctions compliance
demonstrates a radical shift in the paradigm. Before 2022,
asset-blocking mechanisms based on decisions of the Na-
tional Security and Defence Council were used as an ex-
ceptional instrument, while the legal regime of banking se-
crecy protected the accounts of most foreign residents until
a court judgment was issued. The number of blocked enti-
ties was limited to isolated cases, and the volume of frozen
funds had no systemic effect on the liquidity of the sector.
After 2022, while the country is under martial law, banking
secrecy has turned into an instrument of sanctions policy.
Banks must not only store information, but also proactively
search for a match in the sanctions lists. That is why the con-
tinuous accounting of all client assets by law enforcement
and security bodies can be considered. Compared to the
pre-war figure, in 2022-2025, according to regulatory data,
the number of subjects with blocked accounts according to
codes relating to terrorism financing and connections with
the aggressor state has grown 15 times, and the amount of
preventively frozen assets and associated funds amounted
to billions of the national currency (SEMS, 2024).
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Another important aspect is the development of sys-
tems for the automated exchange of tax information under
the CRS standard, following Ukraine’s official accession
in August 2022 to the Multilateral Competent Authority
Agreement on Automatic Exchange of Financial Account
Information (Ukraine joined the Multilateral Compe-
tent..., 2022). The Ukrainian tax authorities receive data
on the account balances of Ukrainian residents in more
than 100 countries worldwide, including Switzerland, Lux-
embourg and Cyprus. This means that “external” banking
secrecy has effectively ceased to exist for Ukrainians as a
means of concealing income. The digital platforms of the
tax service automatically compare the data received with
citizens’ declarations, making any discrepancies grounds
for initiating proceedings (Ukraine joined the Multilateral
Competent..., 2022). In analysing Switzerland’s experience
during this period, attention should be paid to the activities
of FINMA (2025). This authority has received unprecedent-
ed powers to inspect banks’ internal compliance systems.
Whereas in the past a Swiss banker could refuse to pro-
vide information to law enforcement bodies by referring to
the criminal provision on the disclosure of secrecy, today
refusal to provide data to the regulator is itself a criminal
offence. Digitalisation has also created new challenges re-
lated to cybersecurity. Since banking secrecy is no longer
a “secret” from the state, the main risk has shifted towards
unauthorised access by hacker groups. The transformation
of the institution in this direction lies in the fact that banks
now report not only suspicious client transactions, but also
any attempts to compromise their databases. Thus, client
confidentiality is no longer determined by the “silence” of a
bank employee, but by the reliability of the encryption and
the response speed to cyber attacks. Today, the notion of
banking secrecy is partially replaced by the broader term
“financial privacy in the digital environment”, encompass-
ing not only balance data but also the metadata, digital sig-
natures, and interaction history with financial software.

The issue of “open banking” and its influence on the
erasure of secrecy also deserves special consideration. Un-
der Directive (EU) 2015/2366 (2015), Ukraine is active-
ly implementing, and banks provide third-party service
providers with the opportunity to access clients’ accounts
with consent from such a client. That is why, in the case
of open banking, the banking secrecy has an attribute of
“shared use”. Upon agreeing with the financial aggregator
or payment service provider, the client removes data from
the sphere of banking secrecy and places it in the context
of commercial processing of personal data. Digitalisation is
therefore an agent of the process of destruction of the bank
monopoly over information on clients. To comprehend the
scale of these changes in Ukraine, it is necessary to ana-
lyse the Regulation of the Board of the National Bank of
Ukraine No. 65 (2020). This document essentially became
the “manifesto of digital transparency”, defining the tran-
sition from formal control to a risk-based approach. The
regulation provides for the continuous monitoring of not
only the content of the transaction, but also the purpose

of the operation and its conformity to the client’s financial
profile. Owing to the introduction of automated analytical
algorithms, any transaction that appears illogical to the
system or lacks documentary confirmation of the origin of
funds automatically causes banking secrecy to give way to
the bank’s obligation to notify the State Financial Monitor-
ing Service. A specific feature of the current stage is that
the right to confidentiality now directly depends on the
client’s ability to explain promptly every step taken in the
digital space and to provide electronic evidence of the legit-
imacy of transactions. Thus, Resolution of the Board of the
National Bank of Ukraine No. 65 (2020) has transformed
banking secrecy from a “legal veil” into an “intelligent fil-
ter”, where the client’s level of privacy is directly propor-
tional to their level of financial transparency.

One of the most radical challenges to the institution of
banking secrecy in the coming decade is the introduction
of CBDCs, such as the e-hryvnia in Ukraine, the digital
euro in the EU and the digital franc in Switzerland. Un-
like traditional non-cash money held on the balance sheets
of commercial banks, CBDCs constitute a direct liability
of the monetary regulator (About e-hryvnia, the digital
currency..., n.d.; ECB, n.d.; Will the Swiss franc..., n.d.).
However, the state’s level of access to transactional data
is not universal and varies flexibly depending on the ar-
chitectural model and the technological principle on
which the platform is built (BIS, 2023). Different models
may involve direct access by the central bank to infor-
mation, access through financial intermediaries within a
two-tier architecture, or limited access based on the prin-
ciple of privacy by design. In its analytical materials, the
BIS (2023) notes three main models of CBDC confiden-
tiality as mechanisms of implementation of the financial
privacy transformation process:

1) Account-based model: this involves full user iden-
tification, where each transaction is strictly linked to a
digital profile;

2) Token-based model: this focuses on verifying the
authenticity of the digital token itself rather than the identi-
ty of the person, making it possible to ensure a higher level
of pseudonymity for retail payments;

3) Tiered anonymity: this is the most balanced option
and is being actively tested in the digital euro project. It
provides full confidentiality and no monitoring for small
everyday offline payments, while large transactions remain
subject to standard KYC/AML procedures.

The scale of the global trend is confirmed by the fact
that more than 130 countries, representing over 98% of
global GDP, are currently researching, testing or have al-
ready launched their own CBDCs (ECB, n.d.). The larg-
est retail pilot in the world is China’s e-CNY, with trans-
actions under its testing already exceeding hundreds of
billions of yuan. This demonstrates the technical capacity
of the state to exercise centralised real-time oversight of
capital flows (Tan et al., 2025). In turn, the NBU became
one of the first regulators in the world to begin practical
testing, having implemented the e-hryvnia pilot project
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as early as 2018 by issuing a limited volume of tokens to
test retail payments (NBU, n.d.a). The current concept for
the introduction of the e-hryvnia defines it as a payment
instrument, the functioning of which will be realised with-
in a two-tier scheme with commercial banks as identifi-
cation agents. Consequently, CBDCs do not necessarily
mean that financial privacy is completely abolished; it only
means a different character of financial privacy: instead of
classical banking secrecy that is provided by commercial
financial institutions as a protection tool, there is a regulat-
ed, techno-logically configured regime of transaction data

access where anonymity can be controlled by an adjusta-
ble parameter in the software code. The transformation of
the institution of financial confidentiality becomes most
evident when the traditional banking system is compared
with different architectural configurations of central bank
digital currencies. Where in traditional banking, access to
confidential information is always subject to certain legal
procedures, in a CBDC regime, the level of transparency
of transactions is solely determined by the technical pa-
rameters of the platform. A comparison of CBDC models
is presented in Table 4.

Table 4. Comparative analysis of access to data in traditional banking and different CBDC models

Direct CBDC model. based Intermediated/hybrid Limitedaccess/
Characteristic | Traditional accounts ’ CBDC model, based privacybydesign model,
on elements of e-CNY . ° .
on the e-hryvnia concept based on the digital euro
Distributed architecture: Decentralised local devices/
Data . Central bank .
. Commercial bank commercial bank protected central bank
custodian as a monetary regulator

and central bank register

of the state | supervisory authority of transactions

Data request Official request Direct monitoring Request through an Autorr}at} c disclosure only
. . intermediary bank; when limits are exceeded or
procedure or court decision in the central ledger . . L A
automated AML screening | investigations are initiated
Level Relative, protected Minimal, with full . antro}led, with Tiered anonymity:
. . . identification through full anonymity for small
of anonymity by banking law transparency for the issuer - .
financial agents offline amounts
Role External observer and | Direct operator and verifier | Co-operator and architect Technological guarantor

of compliance and

of monitoring rules confidentiality protection

Source: developed by the authors based on BIS (2023), H. Tan et al. (2025), ECB (n.d.), NBU (n.d.a)

The findings on models of access to financial data make
it possible to identify several basic approaches. In the tra-
ditional regime, the data is stored separately in commer-
cial banks; the state is a third party that wants to get to the
information and can only obtain it within the procedures
established by the law. In the CBDC model, data are con-
centrated in the centralised register of the central bank,
which turns it into the direct operator of transactions and
substantially reduces the level of transactional anonymity.
In the hybrid regime, commercial banks continue to be the
main providers of information about clients and providers
of KYC, while the central bank takes care of the issuance of
the cryptocurrency and provides the final clearing proce-
dure. With the limited-access mode, the client is given the
opportunity to make pseudonymous transactions within a
limited amount (for offline transactions), and the regula-
tory mechanism starts functioning only if the threshold is
crossed. This is how modern approaches to the design of
central bank digital currencies look. The transformation of
banking secrecy under strengthened financial monitoring
is also reflected in a change in the philosophy of interac-
tion with the client. There is also a noticeable gradual move
from “presumption of confidentiality™ if, before, the bank
had to prove that it was lawful to provide confidential data,
the client now must prove the legitimacy of his funds to
remain within the circle of clients who are granted the right
to service. The globalisation of supervision has meant that,
through FATF and CRS standards, an individuals financial
profile becomes part of the global information domain of

tax and intelligence authorities. The algorithmisation of
compliance means that decisions on information disclo-
sure are increasingly made not by a human being, but by
a neural network. This excludes the subjective factor, but
creates risks for certain categories of clients.

The transition to preventive algorithmic risk analysis
in banking law and the neutralisation of the human factor
were examined by T. Gatla (2024). At the same time, the
emphasis shifts towards cyber protection: banking secre-
cy is transformed into a technical standard of encryption.
Switzerland’s experience in 2024-2025 demonstrates an
interesting trend: despite full transparency for tax authori-
ties, the country remains attractive to capital because of its
legal stability. In Ukraine, however, the transformation of
this institution should be accompanied not only by strong-
er control, but also by greater responsibility on the part of
state bodies for the use of the information obtained. An
important element of the analysis is the role of cryptocur-
rencies and decentralised finance. The introduction of new
anti-monopoly and anti-money-laundering directives has,
in effect, equated crypto exchanges with banks in matters
of reporting. Digitalisation has made it possible to create
specialised blockchain analytics tools, such as Chainaly-
sis, Elliptic and Crystal Blockchain, which deanonymise
transactions much more effectively than classical banking
requests (FATE, 2025; FINMA, 2025). Through heuristic
analysis algorithms, address clustering and artificial intel-
ligence technologies, these analytical platforms enable state
regulators and compliance officers to track the full chain of

University Economic Bulletin | Vol. 21, No. 1 121



Transformation of the institution...

movement of digital assets, label “dirty” wallets and iden-
tify the ultimate beneficial owners of transactions in de-
centralised networks, even where mixers or privacy-en-
hancing protocols are used (Zuboff, 2019). This leads to the
emergence of the phenomenon of “absolute transactional
transparency’, in which traditional legal barriers of bank-
ing confidentiality are neutralised by the directly open ar-
chitecture of the distributed ledger.

Stronger financial monitoring contributes to bringing
the economy out of the shadows; however, excessive con-
trol may force part of the capital into unregulated segments.
The legal specificity of Ukraine lies in the expansion of the
list of entities, including the National Anti-Corruption Bu-
reau of Ukraine and the Bureau of Economic Security of
Ukraine, that have the right to obtain data without a court
decision. The digitalisation of the procedure for providing
such responses minimises time costs, but requires strict ac-
cess auditing. The final stage of the transformation is the
transition to the concept of self-sovereign identity (SSI),
whereby the client owns their own data in a digital wallet
and grants the state temporary access for verification pur-
poses (Schardong & Custédio, 2022).

A separate aspect of the transformation of banking se-
crecy is the introduction of Al systems into the architecture
of automated sanctions and penalty imposition. In condi-
tions where financial information becomes fully digital,
state bodies are able to integrate the databases of the tax
service and court decision registers directly with banking
systems. The analysis shows that in the USA and the EU,
commercial banks are required to carry out automated
screening of transactions against sanctions lists, including
those of the US Office of Foreign Assets Control and the
consolidated EU sanctions regimes (Kim & Yang, 2024).
For this purpose, fuzzy matching algorithms are integrated,
making it possible to identify hidden links despite delib-
erate changes in the spelling of names or company titles.
However, such mechanisms operate exclusively through in-
ternal bank compliance systems as filtering barriers, rather
than in the form of direct automatic blocking of transac-
tions by state structures.

In the Ukrainian context, the NBU and the State Fi-
nancial Monitoring Service have built a centralised system
of automated financial monitoring. Modern banking sys-
tems implement algorithmic mechanisms for the automat-
ic generation and transmission of suspicious transaction
reports (STRs), which are integrated with state registers
and compliance systems. This enables rapid response, in-
cluding the automatic blocking or temporary restriction
of transactions when deviations from the client’s financial
profile are detected. In this context, digitalisation trans-
forms banking secrecy from a classical legal institution
for protecting information into a technically regulated ac-
cess mechanism, where the priority is the speed of data
exchange between participants in financial monitoring.
At the same time, banks are moving away from a reac-
tive model of confidentiality protection towards proactive
analysis of client behaviour, in which artificial intelligence

algorithms play a key role in identifying risky transactions.
As a result, within open banking ecosystems, the client’s
control over their own financial secrecy is substantially re-
duced because data is transmitted automatically between
participants in the financial infrastructure.

The transformation of banking secrecy is also closely
linked to the ethical dilemma of “digital surveillance” In
contemporary legal scholarship, several approaches have
emerged regarding the relationship between financial
security and privacy. As S. Karakushi (2025) noted, this
dilemma intensifies the theoretical debate on the limits
of legal intervention in the digital rights of market par-
ticipants. The first approach, the securitisation approach,
dominates regulatory practice and asserts the uncondi-
tional priority of transparency in combating criminalisa-
tion. The second, the libertarian-legal approach, empha-
sises that privacy is a fundamental human right, and that
its violation undermines market trust. The third, inte-
grative approach argues that a direct opposition between
“privacy and security” is an oversimplification, since
in practice this involves a multi-level system of risks in
which the technical security of data transmission chan-
nels is a prerequisite for preserving the legal privacy of the
subject. When a bank’s algorithms classify a transaction
as a deviation from the norm, banking secrecy becomes
an obstacle for the client themselves, as institutions often
refuse to disclose the logic behind the decision, referring
to the confidentiality of their internal methodologies. This
creates a need to revise legislation towards stronger con-
sumer protection, so that digitalisation does not lead to
arbitrariness by automated systems (Karakushi, 2025).

In the Ukrainian context, where trust in state institu-
tions is still being formed, the transformation of banking
secrecy must be accompanied by reciprocal transparency
on the part of state bodies. The model of the “transparent
client” will be viable only if strict liability is introduced
for data leaks or the misuse of data. The Swiss experience
shows that, even with full transparency for tax authorities,
banking secrecy remains as a form of protection against
commercial espionage and private interference. This de-
fines a new standard: the banking secrecy of the future is
not about concealing income, but about protecting a digital
identity against unauthorised access by third parties. Final-
ly, attention should be paid to the development of cyberse-
curity systems as the new protective layer of banking secre-
cy. In a world where data is transmitted instantly, secrecy
no longer means that nobody knows something; it means
that nobody can break into it. The regulatory basis for this
transformation in the EU has been provided by the Digital
Operational Resilience Act (DORA) (2025) and the Cyber
Resilience Act (CRA) (2024), which establish strict require-
ments for the reliability of software code and the protection
of channels for exchanging financial information. The need
for such regulation is confirmed by the rapid increase in
cyberattacks on banking institutions in Ukraine and EU
countries during 2022-2025, which has turned cyber in-
cidents into the main threat of unauthorised disclosure of
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confidential data. The legal concept of secrecy is gradually
being absorbed by the technical concept of cyber resilience.
This requires the legislator to move towards regulating not
only the “right of access”, but also the “quality of protection”
of that access at the level of software code and encryption.
The technological resilience of issuers’ infrastructure is be-
coming a basic legal criterion for the functioning of new
payment architectures (Parashchenko & Dosuzha, 2025).

The final stage in the transformation of the institution
of banking secrecy is the transition to the concept of “digital
trust’, which is replacing classical banking anonymity. This
transition is made concrete through the architectural mech-
anisms of open banking and API access technologies. The
legal framework of Directive (EU) 2015/2366 (2015) clearly
establishes the principles of mandatory client consent and
data access minimisation, whereby the user receives tools
for role-based management of their own financial profile.
In a world where financial transactions are becoming part
of the global Internet of Things, banking secrecy is effec-
tively turning into a service for managing access to data.
This gives rise to new legal constructs in which the bank’s
responsibility lies not in concealing information from the
state, but in ensuring the integrity and immutability of the
client’s financial profile. Thus, digitalisation has substan-
tially changed the meaning of banking secrecy: automated
data exchange and the development of financial monitoring
have significantly increased the transparency of financial
transactions and narrowed the boundary between banking
confidentiality and tax reporting. At the same time, control
is increasingly exercised through algorithmic data analysis
systems, which improves the effectiveness of detecting risky
transactions. Under such conditions, the value of banking
secrecy is gradually shifting from the concealment of in-
formation to the provision of an appropriate level of cyber
protection, personal data protection and legal guarantees
for data processing. The results of the comparative analysis,
therefore, indicate the transformation of banking secrecy
from a model of absolute confidentiality to a model of reg-
ulated access to financial information. Despite a common
development trajectory, these changes in Switzerland are
taking place on the basis of established legal traditions and
a developed financial infrastructure, whereas in Ukraine,
they are largely driven by the needs of financial monitoring
and national security under martial law.

The transformation of the institution of banking secre-
cy amid large-scale digitalisation and strengthened finan-
cial monitoring is a subject of intense debate in contempo-
rary legal and economic scholarship. The findings of this
research correspond with, and in some respects substan-
tially complement, the studies of other specialists. The issue
of the technological transformation of compliance and the
neutralisation of traditional confidentiality through au-
tomatic data exchange systems was examined in detail by
V. Krasovskyi (2024). In his study, the author demonstrated
that the full automation of tax control and the integration
of unified reporting standards effectively eliminate classi-
cal banking anonymity, turning financial institutions into

direct agents of fiscal services. The present study confirms
these conclusions, but extends the analysis by emphasis-
ing that, in the Ukrainian context, this process is further
accelerated by security challenges, which create a specific
balance between fiscal pressure and national security. The
development trajectory of artificial intelligence systems in
the architecture of financial supervision was analysed in
detail in the study by U. Turksen et al. (2024). The authors
focused on the risks of algorithmic errors, where neural
networks independently classify transactions as suspicious
and restrict clients’ access to assets without adequate human
oversight. When these findings are compared, it should be
noted that the present study also identified the problem of
“invisible” monitoring and the arbitrariness of automated
systems. However, this study proposes a specific legal re-
sponse to this dilemma through a transition to the concept
of SSI, under which the client retains the right to temporary
and role-based management of access to their own data.
Finally, the concept of “digital trust” and the implemen-
tation of the open banking architecture were examined by
Z.M. Dovhan & Y.M. Halitseiska (2021). Open APIs were
considered exclusively as a technological tool for intensify-
ing the financial services market. By contrast, the findings
of the present study demonstrate the deeper legal nature of
this phenomenon, showing that the framework of Directive
(EU) 2015/2366 (2015) transforms the right to secrecy into
a technical protocol for the dynamic management of user
consent, where the bank’s responsibility lies in ensuring the
immutability of the client’s digital profile. The study of open
banking by D.A. Zetzsche & L. Anker-Serensen (2022) also
confirmed the need to maintain a balance between user
data sovereignty and the efficiency of the financial system.
Thus, the comparison carried out in this study confirms its
scholarly novelty, which lies in the integrated consideration
of the legal, technological and ethical factors shaping the
transformation of banking secrecy.

CONCLUSIONS
The study confirmed that the contemporary transformation
of the institution of banking secrecy is an irreversible pro-
cess driven by the shift towards global digital transparency.
In the new reality, banking secrecy has definitively lost its
original status as the client’s absolute right to anonymity
and has become a complex regime of restricted access to
personal data. The global trend towards deoffshorisation
and the active implementation of automatic information
exchange standards have made financial assets transpar-
ent to regulators. The Swiss experience shows that even the
most closed jurisdictions have had to yield to the require-
ments of international financial security. The transforma-
tion of the regimes of the classical confidentiality regime
in the European space demonstrates the gradual transition
of banking secrecy to the service of the interests of collec-
tive fiscal transparency without the destruction of the legal
framework for combating commercial espionage. The re-
sults of the comparative analysis demonstrate a historical
shift from the “right to secrecy” to the “right to protected
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and regulated access”. Digitalisation, the introduction of Al
technologies and fuzzy matching, Big Data analytics and
open banking models have enabled supervisory authorities
and compliance services to analyse a client’s financial profile
in real time. It was found that, in the Ukrainian context, this
process is reinforced by the integration of banking systems
with state registers and the Diia ecosystem, which ensures
unprecedented speed in verification and the automatic gen-
eration of STRs for the State Financial Monitoring Service.
At the same time, this requires the implementation of strict
standards of liability for data leaks. The strengthening of fi-
nancial monitoring has led to a fundamental change in the
role of banking institutions, which have been transformed
from trusted representatives of the client into active par-
ticipants in compliance control. Against the background
of the spread of EU regulatory frameworks, this paradigm
shift creates new ethical dilemmas related to the risks of
“digital exclusion”, arbitrariness by automated systems and
the opacity of banks’ internal scoring methodologies. For
the stability of Ukraine’s financial system, it is important
to maintain a multi-level balancing of the national securi-
ty of interest, which has been significantly strengthened by
the challenges of martial law, with the fundamental right
of citizens to privacy. In the future, banking secrecy will

most likely be absorbed in the techno-legal concept of cy-
ber resilience and transition to standards DORA and CRA
in the context of a growing number of cyberattacks against
the financial sector. With the development of the architec-
tural models of the CBDCs, such as the e-hryvnia and the
digital euro, the traditional banking secrecy will develop
in the direction of the concept of SSI and in the direction
of the service of dynamic control over the provision of
API-access for the customer within the framework of the
principles of GDPR and PSD2. Further research in this area
should focus on developing optimal legal mechanisms to
protect consumers of financial services from errors in Al
algorithms used in banking compliance, as well as on har-
monising Ukrainian cyber resilience legislation with the
criteria of the DORA Regulation.
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AHoTaLifl. MeToto cTaTTi 6y/10 KOMIUIEKCHE TEOPETHKO-METOLOMOTiYHe OOIPYHTYBAHH Ta OLHKA eBOJIIOL] IHCTUTYTY
6aHKiBCbKOI TAEMHUIII ITiJl BIVIVBOM iHTerpanii cucteM IITy4HOTO iHTeNneKTy, HopM Automatic Exchange of Information,
Common Reporting Standard Ta mpoekryBaHHs 11pPOBUX BATIOT LEHTPaIbHUX GAHKIB. MeTO[OIOTIYHY OCHOBY
TOCTII>KeHHA CTAaHOBWJIO IIOETHAHHS METOHIB [iia/IeKTUYHOrO Ni3HAHHA, CHCTEMHO-CTPYKTYPHOTO aHali3y (piHaHCOBUX
PMHKIB Ta AKiCHOTO Kelic-cTaji peryaaTopHux npaktuk [IBerinapii Ak icTOpMYHOr0 eTaoHa KOHQiNeHIIIHOCTI, a TAaKOX
aJlanTaliiHMX IIPOLIECIB Y 6aHKiBcbKUX cucremax HiMeuunnn, CiHraHypy, Benukoi bpuranii Ta Ykpainm. SaCTocyBaHHH
KOMIIapaTVBHOTO IiIXOAY Ta METO/iB rpadiyHO-TabIMYHOTO MOJICTIIOBAaHHA JO3BOMIIO 00’ €KTUBHO CUCTEMaTU3yBaTH
eMIipnyHi gaHi moxgo iHTeHcudikanii posKpUTTA TpaH3aKLiliHOI iHpopManii cyd ekTaMy IepBUHHOTO MOHITOPUHTY. Y
Ppe3y/IbTaTi ZOCIiKEeHHA TOBEIeHO He3BOPOTHUI ITepeXifi 6aHKIiBChbKOIO CEKTOPY Bijj KOHIIEIIii abCOMOTHOI aHOHIMHOCTI
KalliTaly §Oo MOJe/li «CK/ITHOTO KIi€HTa», ie 6aHKiBCbKa TAEMHMILIA TPAaHCPOPMYETHCA 3 IOPUAVYHOTO iHCTPYMEHTY
IIPUXOBYBaHHA iHpOpMalil Ha TeXHOMIOIIYHMII IIPOTOKOJI YIIPAB/IiHHA aBTOPU30BAHNUM JNOCTYIIOM JI0 JaHUX. BusABieHO
CTiJIKy TeHIEHILIiI0 MOPiYHOTO 3pOCTaHHA 00CATiB aBTOMAaTUYHOro 00MiHy noparkoBumu ganumu (y IlIBerinapii na
10-12 % mopoxy), 1o MiATBepAIO HiBemoBaHHA 0¢pIIOpHOI TaeMHMLI ITify BimBoM ByuMor Financial Action Task Force
ta Organisation for Economic Co-operation and Development. O6rpyHTOBaHO 0COOMMBOCTI YKPaiHCHKOTO KOMIIIAEHCY
B YMOBaX BOEHHOI'O CTaHy, fie peanisania Iloctanosu HanjonanpHoro banky Ykpainmu Ne 65 Ta MutTeBa Bepudikanis
yepe3 ekocucreMy «[lig» aBTOMaTUYHO PO3KPMBAIOTH JlaHi Iepey GpiHaHCOBOI PO3BiAKOIO 6e3 CYJOBYUX CAHKIIIL.
Joseneno, mo 3amyck Central Bank Digital Currency (e-rpusHi, uudposoro ¢ppaHka) Ta anropuTMmis 6esnepepBHOro
TPaH3aKI[ITHOTO CKOPUHTY IITYYHUM {HTe/TeKTOM fie-paKTo ycyBae OaHKIBChKe TOCEPETHNUIITBO, IIEPETBOPIOYN
NIPUBATHICTh Ha IPOTrPaMOBaHY OIIiI0 Ta 3MIlIyI04) IPAaBOBMIT 3aXUCT Y IVIOIWIVHY Ki6epCTifIKOCTi Ta KOHLIeIIii
TeleHTpali3oBaHoil ifleHTMIHOCTI. [TpakTHYHa LiHHICTh OTPMMaHNUX PE3Y/IbTATIB NOMATAE Y MOXK/IMBOCTI iX BUKOPUCTaHHA
Han6ankoM Ykpainu Ta KoMepLilftHuMy GaHKaMU /L1 ONTUMIi3alil a/ITOpUTMIB pU3YK-OpPiEHTOBAHOIO HAITLARY, pO3pOOKM
HOPMAaTMBHO-IIPaBOBUX aKTiB 10710 3aXMCTY ¢piHaHCOBOrO mpodino krieHTa Bif kibepaTak Ta 1o0ynoBY 36aT1aHCOBAHOT
Mopeni «uydpoBoi foBipm»

Knto4oBi cnoBa: aBromarnyanmii 06Min indopmartiero; IlIBeiiapis; pusuK-opieHTOBAHNIT MifXi/y; IITYIHNUIT IHTE/IEKT;
CKOPMHT
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Abstract. The purpose of this study was to assess the effectiveness of fiscal incentives supporting small businesses in
the European Union using the example of Germany, France and Ireland. The methodology was based on the analysis of
regulatory and statistical sources, comparative analysis of tax policy and assessment of innovation indicators of small and
medium-sized enterprises in 2022-2025. The results showed that the most effective models combined tax incentives for
innovation, digitalisation of tax administration and mechanisms for attracting private capital. German figures, where 41%
of small and medium-sized enterprises implemented at least one innovation during 2022-2024 and innovation spending
reached EUR 35.4 billion in 2024, demonstrated a relatively high level of innovation activity supported by fiscal and
investment incentives, although the gap between large enterprises (73%) and microenterprises (37%) reflected unequal
access to innovation resources. France’s innovation efficiency level of 108.6% of the European Union average demonstrated
the important role of tax credits and state financing in supporting Research and Development. Ireland’s indicators, including
small and medium-sized enterprises introducing product innovations at 120.5% of the European Union average and labour
productivity at 256.2%, reflected the effectiveness of combining low corporate taxation with investment incentives. The study
found that the effectiveness of fiscal incentives depended not only on tax benefits but also on administrative simplification
and integration of tax and financial support mechanisms. The practical significance of the study lies in the possibility
of using its results to improve fiscal support instruments and innovation-oriented tax policy for small businesses in the
European Union countries
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INTRODUCTION
Small businesses play an important role in ensuring eco-  forming a competitive market environment in the coun-
nomic growth, creating jobs, developing innovations and  tries of the European Union (EU). In the context of modern
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economic challenges associated with global instability,
digital transformation, inflationary pressure and the con-
sequences of geopolitical crises, the issue of effective state
support for entrepreneurship is of particular importance.
Fiscal stimulation of small businesses in the EU is becom-
ing increasingly important in the context of economic in-
stability, digital transformation and sustainable economic
development. A. Monaienko et al. (2024) analysed fiscal
support measures for small and medium-sized enterprises
(SMEs) in Germany, Poland and Ireland, as well as the role
of the NextGenerationEU fund, under which up to EUR
806.9 billion is planned to be raised during 2021-2025,
including EUR 250 billion through green bonds, with in-
novation, digitalisation and “green” technologies identified
as priority areas of support. The impact of fiscal instru-
ments on enterprise investment activity was investigated
by M. Funke & R. Terasa (2026), who analysed accelerated
depreciation and the gradual reduction of the corporate
tax rate in Germany using a Dynamic Stochastic General
Equilibrium (DSGE) model. The authors examined a EUR
45.8 billion tax reform package that introduced deprecia-
tion allowances of up to 30% for equipment investments
during 2025-2027 and a phased reduction of the corporate
tax rate from 15% to 10% during 2028-2032. The study
showed that accelerated depreciation stimulated short-
term investment activity, while lower corporate taxation
supported long-term growth in investment and gross do-
mestic product. The impact of the fiscal burden on invest-
ment activity and entrepreneurship development in the EU
is becoming increasingly important under conditions of
economic instability and inflationary pressure. P. Cizkow-
icz et al. (2025) analysed the impact of the fiscal burden on
gross fixed capital formation in EU countries during 2010-
2023 using a panel model with fixed effects. The authors
found that taxes on consumption and labour could stimu-
late investment under effective redistribution of budget re-
sources, while taxes on corporate income, self-employment
and energy resources mainly restrained investment activity.

The financial environment of small businesses and en-
trepreneurship support instruments were investigated by
A. Botsari et al. (2024), who found that SMEs account for
99.8% of all non-financial enterprises in the EU, provide
more than 65% of employment and generate over half of
the added value in the EU economy. The effectiveness of
state fiscal and tax incentives for supporting innovative
enterprise activity is becoming increasingly important in
the context of environmental challenges, digital transfor-
mation and the transition to a low-carbon economy. Y. Fan
& L. Shi (2025) analysed the influence of government sub-
sidies and tax incentives on green technology development
and new energy enterprises based on data from Chinese
companies for 2018-2023. The authors found that govern-
ment subsidies and tax incentives positively affect enter-
prise innovation activity, promote green technologies, and
increase investment activity and business competitiveness.
The historical evolution of tax incentives and their role in
shaping corporate strategies and organisational changes

were investigated by S. Calado et al. (2025), who conduct-
ed a systematic review of scientific literature on corporate
tax incentives for 2004-2024 and analysed their impact
on innovation activity, investment attraction, green tech-
nology development, enterprise efficiency and corporate
governance. The study showed that tax incentives function
not only as fiscal policy instruments but also as factors of
organisational transformation affecting management deci-
sions and innovation strategies. The effectiveness of tax in-
centives for supporting small and medium-sized business-
es is becoming increasingly important under conditions of
economic instability and growing administrative burden.
P. Sugiartini (2025), using a mixed quantitative and qual-
itative approach, found that Indonesian SMEs aware of
available tax incentives demonstrated higher tax discipline
and investment activity, particularly in the manufacturing
sector. Similar conclusions were reached by C.D. Nyimbo
& O.B. Salimu (2025), who analysed SME tax discipline in
Moshi District (Tanzania) using a logistic regression model
based on a sample of 100 SMEs. The authors found that
taxpayer education (coeflicient = 0.5965; p = 0.000), tax
allowances (coefficient = 0.4576; p =0.008) and communi-
cation on incentives (coeflicient = 0.4034; p = 0.022) posi-
tively influenced tax compliance. At the same time, 76% of
respondents identified lack of awareness of tax incentives
as a major barrier, while 85% pointed to corruption and
political favouritism in obtaining tax support.

At the same time, insufficient attention has been paid
to the comparative effectiveness of fiscal instruments sup-
porting small businesses in different EU countries and the
identification of the most effective support mechanisms
under modern economic conditions. The purpose of this
study was to evaluate the effectiveness of fiscal policy in-
struments supporting small businesses in the EU through
a comparative analysis of Germany, France and Ireland.
To achieve the goal, the following tasks were identified: to
analyse the main tax and financial incentives supporting
small businesses in the EU countries; to conduct a com-
parative assessment of the impact and effectiveness of fis-
cal support instruments for small businesses in Germany,
France and Ireland.

MATERIALS AND METHODS
The study was analytical in nature and focused on the anal-
ysis of tax policies supporting small businesses in Germany,
France and Ireland during 2022-2025, a period character-
ised by active changes in fiscal incentives and the digital-
isation of tax administration in the EU countries. The re-
search methodology was based on the analysis of regulatory,
analytical and statistical sources related to fiscal incentives,
value added tax (VAT) regulation, corporate taxation and
innovation support mechanisms. Comparative analysis was
used to examine VAT regimes for SMEs, corporate taxa-
tion, administrative simplification instruments and mech-
anisms for reducing compliance costs in EU countries. The
methods of systematisation and generalisation were applied
to analyse tax incentives for Research and Development
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(R&D), depreciation allowances and innovation support
instruments in France and Ireland based on the materi-
als of R&D tax allowance in Europe (n.d.). The theoretical
and analytical basis of the study also included EU financial
support instruments for SMEs, start-ups and innovative
enterprises, including Horizon Europe (n.d.), Competitive-
ness of Enterprises and SMEs (n.d.) and EU cohesion pol-
icy... (n.d.). In addition, EU finance for innovators (n.d.),
the EIC Accelerator (n.d.) and the European Association
for Social Innovation (n.d.) were analysed as instruments
supporting innovative enterprises and micro-businesses
in the EU. Germany, France and Ireland were selected to
conduct a comparative analysis of tax policies to support
small businesses in the EU countries, as these countries use
different models of fiscal incentives for entrepreneurship.
Germany was chosen as an example of a country with a
developed system of investment and innovation incentives,
France as a country with extensive use of tax credits to sup-
port R&D and innovation, and Ireland as an example of
a country with a low level of corporate taxation and a fo-
cus on attracting investment and supporting start-ups. The
comparison between countries was conducted through the
analysis of corporate taxation, VAT regimes, R&D tax in-
centives, investment support mechanisms and administra-
tive simplification instruments. The effectiveness of fiscal
incentives for small businesses was assessed through indi-
cators reflecting innovation activity, digital transformation,
investment support and commercialisation of innovations
in SMEs, such as innovation expenditure, SMEs imple-
menting innovations, government support for business
R&D, cloud computing adoption, labour productivity and
sales of new-to-market innovations.

The analysis of regulatory and analytical sources was
used to study the features of tax policy to support small
businesses in Germany, in particular the small business
regulation regime in accordance with Section 5: Taxation.
§ 19 Taxation of small enterprises (2026) and the mecha-
nisms of corporate and trade taxation of small businesses
based on Kleinunternehmer: What taxes doI... (2025). The
Growth booster to strengthen Germany... (2025) and The
KMU-innovativ funding program (n.d.) were separately
investigated to determine the features of supporting in-
novation activity and digital modernisation of SMEs. The
Forschungszulage (n.d.) tax benefit was also analysed to
study the mechanisms for supporting R&D of small busi-
nesses. To study the tax policy of France, an analysis of
regulatory and analytical sources was used regarding the
mechanisms of functioning of the Research Tax Credit
(CIR) (2025), Innovation Tax Credit (CII) (2026) and the
status of Young Innovative Company (JEI) status (n.d.).
The features of corporate taxation, VAT and local tax Ter-
ritorial Economic Contribution (CET) (n.d.) were also
analysed. Special attention was paid to the study of mech-
anisms for simplifying VAT administration in 2023-2030
Exploring France’s corporate tax rates... (n.d.). The anal-
ysis of regulatory and analytical sources was also used to
examine Ireland’s tax policy in support of small businesses,

in particular the mechanisms of low corporate taxation,
Pillar Two (n.d.) rules and the features of the application
of the 12.5% corporate tax rate for most small businesses
(Minister McGrath notes Ireland’s..., 2025). The study an-
alysed the mechanisms of the Section 486C tax relief under
the Taxes Consolidation Act (1997), the Pay Related Social
Insurance (PRSI) (n.d.) system, the cash method of VAT
accounting, and measures designed to support small busi-
ness liquidity. It also examined instruments for stimulating
innovative activity of small businesses, in particular the
Knowledge Development Box (KDB) (n.d.) and mecha-
nisms for supporting start-ups and venture financing.

The comparative analysis method was used to com-
pare tax policies supporting small businesses in Germa-
ny, France and Ireland according to the following criteria:
standard corporate tax rate, preferential corporate tax rate,
standard VAT rate, preferential VAT regimes, VAT exemp-
tion threshold, R&D tax incentives, innovation support
programmes, investment incentives, administrative simpli-
fication and main focus of support. The analysis of statisti-
cal and analytical data was used to study the impact of fiscal
incentives on innovation activity, digitalisation, investment
attractiveness and competitiveness of small businesses in
the studied countries. Based on data from KfW Research:
German SMEs... (2026) and European innovation score-
board 2025 (n.d.), the study analysed indicators of inno-
vation expenditure, SME innovation activity, government
support for business R&D, venture capital investment,
cloud computing adoption, the Digital Intensity Index, la-
bour productivity, and sales of new-to-market innovations.
These indicators were selected because they reflect the
practical results of fiscal support for small businesses, in-
cluding the intensity of innovation activity, the level of dig-
ital transformation, the effectiveness of commercialisation
of innovations, enterprise productivity and the availability
of financial support for start-ups and SMEs.

RESULTS AND DISCUSSION
Fiscal incentives for small businesses in the EU countries
Fiscal incentives in the system of state support for small
businesses are aimed at reducing the financial burden on
enterprises in order to stimulate investment activity, in-
novation and business sustainability. In the EU, the main
instruments of fiscal support include reduced income tax
rates, VAT benefits, tax credits, depreciation allowances
and simplified tax administration procedures. Such meas-
ures contribute to reducing compliance costs and improv-
ing conditions for entrepreneurial activity. Fiscal incentives
in the EU are implemented both at the national level and
within the framework of common regulatory mechanisms,
in particular in accordance with the Value Added Tax (VAT)
Directive (n.d.) and EU state aid rules (Bergner, 2017). A
special VAT regime (SME scheme), introduced from 1 Jan-
uary 2025, allows small businesses with annual turnover up
to EUR 100,000 within the EU or EUR 85,000 at nation-
al level to operate without charging VAT, which simplifies
tax administration and facilitates cross-border activities of
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SMEs within the EU single market (VAT rules for small
enterprises, n.d.). EU countries also use R&D tax credits,
depreciation allowances and patent box regimes to support
innovation activity and technological modernisation of en-
terprises. In particular, France applies a 30% tax credit for
R&D expenditures, while Ireland uses a 25% R&D tax cred-
it combined with additional corporate tax incentives. Such
instruments support the implementation of digital technol-
ogies, automation and Enterprise Resource Planning (ERP)
systems in SMEs (R&D tax allowance in Europe, n.d.).
Combined with Horizon Europe (n.d.), Competitiveness
of Enterprises and SMEs (n.d.) (COSME) and European
Structural and Investment (ESI) Funds (EU cohesion pol-
icy..., 2023), fiscal incentives contribute to the develop-
ment of start-ups, innovative projects and small business
financing. These programmes are particularly important
because SMEs account for around 99% of enterprises in
Europe. COSME provides loan guarantees for SMEs, while
InnovFin (EU finance for innovators, n.d.), the European
Innovation Council (EIC) Accelerator (n.d.) and the Euro-
pean Association for Social Innovation (n.d.) (EaSI) sup-
port innovation projects, start-ups and micro-enterprises
through financing and microloan instruments (European
funding for small businesses..., 2021). The effectiveness of
fiscal incentives for small businesses largely depends on the
design of tax instruments, the level of administrative sim-
plicity and the performance monitoring system. The most
effective are incentives aimed at sectors with high growth
potential, in particular the digital economy, innovation and
green technologies. At the same time, simplified adminis-
trative procedures, online reporting and minimisation of
compliance costs ensure a wider coverage of small busi-
nesses by support programmes. Regular monitoring of the
effectiveness of fiscal incentives in EU countries allows tax
policy to be adapted to changes in the economic environ-
ment, increasing its effectiveness in supporting small busi-
nesses (VAT rules for small enterprises, n.d.).

The tax policy of the EU countries is characterised by
differentiation in corporate taxation, VAT rates and social
contributions, which reflects the peculiarities of nation-
al economic models and fiscal priorities. In Germany, the
standard VAT rate is 19%, while in France it reaches 20%.
At the same time, the standard corporate tax rate in France
is 25%, whereas in Germany the corporate tax rate of 15%,
combined with the solidarity surcharge and municipal
trade tax, increases the effective tax burden on corporate
profits to around 30%. In both countries, fiscal incentives
and simplified taxation mechanisms are used to support
entrepreneurial activity, stimulate innovation and reduce
the administrative burden on small businesses (Azizo-
va, 2024). Thus, fiscal incentives in the EU are an important
instrument for supporting small businesses, stimulating in-
novation activity, technological modernisation and entre-
preneurial development. The effectiveness of fiscal support
depends not only on the scale of tax incentives, but also on
the level of administrative simplification and the integra-
tion of tax and financial support mechanisms. The analysis

showed that EU countries apply different models of fiscal
regulation depending on national economic priorities and
the structure of tax systems. At the same time, the most ef-
fective support instruments are those aimed at innovation
activity, digital transformation and improving SMEs’ access
to financing and investment resources.

Comparative analysis of tax policy

for small businesses in the EU countries

The tax policy supporting small businesses in Germany
combines simplified taxation mechanisms, investment in-
centives and support for innovation activity. One of the
main support instruments is the Kleinunternehmerrege-
lung regime provided for Section 5: Taxation. § 19 taxation
of small enterprises (2026), which exempts small busi-
nesses from VAT obligations if turnover does not exceed
established thresholds. Since 2025, the regime applies to
enterprises with annual turnover up to EUR 25,000 in the
previous year and up to EUR 100,000 in the current year,
reducing administrative costs and simplifying account-
ing procedures (Standard taxation: How small..., 2026).
However, enterprises using this regime are not entitled to
deduct input VAT. Germany also applies tax allowances
for sole proprietors and small enterprises, including a tax-
free trade income threshold of around EUR 24,500 for ac-
tivities classified as Gewerbebetrieb (Kleinunternehmer:
What taxes do I..., 2025). The standard corporate tax rate
for companies registered as Gesellschaft mit beschrink-
ter Haftung (GmbH) is 15%, while the total effective tax
burden may reach 30-33% after including the solidarity
surcharge and municipal trade tax (Germany: Corporate
taxes..., 2026). Investment incentives include accelerated
depreciation mechanisms under the Growth-Booster/In-
vestment-Booster programme, which allows depreciation
of up to 30% annually for movable fixed assets and up to
75% of electric vehicle costs in the first year of use (Growth
booster to strengthen..., 2025). An important component
of German fiscal policy is support for R&D and technolog-
ical modernisation. The Central Innovation Programme
for SMEs (Zentrales Innovationsprogramm Mittelstand)
(Central Innovation Program..., n.d.), the Forschungszul-
age (n.d.) tax incentive and the KMU-innovativ programme
support innovation projects and high-tech research activ-
ities. From 2026, compensation for R&D expenditures for
SMEs may reach 35% with a maximum eligible base of EUR
12 million per year (Global R&D tax incentives..., 2025).
Germany also applies digital tax administration instru-
ments, including the ELSTER (n.d.) system and the Einnah-
men-Uberschuss-Rechnung (EUR) simplified accounting
form used for enterprises with annual turnover below EUR
600 thousand or profit below EUR 60 thousand (Profit and
loss statement in Germany..., n.d.). The German model
of fiscal support is primarily investment- and technolo-
gy-oriented. Its strengths include the combination of R&D
incentives, accelerated depreciation and administrative
simplification mechanisms. At the same time, the relative-
ly high effective corporate tax burden and uneven access of
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microenterprises to innovation resources may reduce the
accessibility of support instruments for smaller businesses.

France’s tax policy to support small businesses com-
bines tax incentives for innovation activity, simplified tax-
ation regimes and support for start-ups. One of the main
support instruments is the system of tax credits CIR (2025)
and CII (2026). The CIR tax credit provides compensation
of 30% of R&D costs up to EUR 100 million and 5% above
this threshold. The eligible costs include research personnel
expenses, equipment depreciation, subcontracted research,
patent costs and technological monitoring. The CII tax
credit is aimed at supporting prototype development and
technological modernisation of products in SMEs. The CII
rate amounts to 30% of eligible innovation expenditures
with a maximum eligible amount of EUR 400,000 per year.
Companies with up to 250 employees, annual turnover up
to EUR 50 million or a balance sheet up to EUR 43 million
are eligible for the CII (Everything about the French Inno-
vation..., n.d.). A separate support mechanism is the status
of Young Innovative Company (JEI) (n.d.), which provides
tax and social contribution benefits for innovative start-ups
in the early stages of development. The standard corporate
tax rate (Impot sur les Sociétés (2016), IS) is 25%; howev-
er, enterprises with annual turnover up to EUR 10 million
and at least 75% individual ownership may apply a reduced
15% rate to the first EUR 42.5 thousand of taxable profit.
Simplified accounting and VAT administration regimes are
also applied to micro-enterprises. The standard VAT rate in
France is 20%, while reduced rates of 10%, 5.5% and 2.1%
apply to selected categories of goods and services (Rauni-
yar, 2025). France also applies VAT exemption thresholds
for micro-enterprises to reduce the administrative burden
on small businesses. In addition, enterprises are subject to
the Territorial Economic Contribution (CET) (n.d.), which
includes the Business Property Contribution (n.d.) and the
Business Value Added Contribution (CVAE) (What is the
contribution on the added..., 2026). The French govern-
ment is gradually phasing out the CVAE between 2023 and
2030 to simplify the corporate tax system and reduce the
tax burden on enterprises (Exploring France’s corporate tax
rates..., 2025). Ireland’s tax policy supporting small busi-
nesses is based on low corporate taxation, tax incentives
for innovation and investment support mechanisms. The
standard corporate tax rate on trading income is 12.5%,
while under Pillar Two (n.d.) a minimum effective rate of
15% applies from 2023 to companies with global annual
turnover exceeding EUR 750 million. At the same time, the
12.5% rate remains applicable to more than 99% of busi-
nesses not covered by these rules (Minister McGrath notes
Ireland’s application of..., 2025).

For newly established enterprises, Ireland applies Sec-
tion 486C tax relief (Taxes Consolidation Act, 1997...,1997),
which provides corporation tax reductions during the first
five years of operation. Full exemption is possible if annual
tax liabilities do not exceed EUR 40 thousand, while partial
exemption applies to liabilities between EUR 40 thousand
and EUR 60 thousand. The amount of relief also depends

on Pay Related Social Insurance (PRSI) (n.d.) contributions
paid by employers, with the maximum benefit limited to
EUR 5,000 PRSI per employee or director and a total limit
of EUR 40,000 of qualified PRSI contributions (Tax relief for
new start-up companies, n.d.). The French support model is
characterised by strong state participation through tax cred-
its and innovation-oriented subsidies. Its main advantage
lies in the large-scale support for R&D and start-up activity.
However, the complexity of the tax system and compara-
tively lower commercialisation performance of innovations
indicate that generous fiscal incentives do not always ensure
high market efficiency of innovative activity. Ireland’s tax
policy is also aimed at supporting the innovative activities
of small businesses and start-ups. For enterprises that make
R&D expenditures, a tax credit for R&D is applied, the rate
of which has been increased from 25% to 30% to stimulate
investment in the future productivity of enterprises. The tax
credit allows to compensate for part of the costs of innova-
tion activities and supports the development of high-tech
sectors of the economy. In addition, Ireland operates the
Knowledge Development Box (KDB) regime (n.d.), which
provides for preferential taxation of profits received from
the use of intellectual property and R&D results. Such in-
struments stimulate the development of high-tech enter-
prises, digital services and innovative start-ups. To support
investment activity in Ireland, tax incentives are used for
private investors, in particular the Employment and Invest-
ment Incentive (EII) programme, which provides tax ben-
efits for individuals investing in small and medium-sized
enterprises (Relief for investment in corporate..., n.d.). In
addition, preferential capital gains tax regimes and tax in-
centives for entrepreneurs and business angels are applied,
which promotes the attraction of venture capital and financ-
ing of start-ups. Citizens Information (n.d.) also expanded
the Employment Investment Incentive, Start-up Capital In-
centive and Start-Up Relief for Entrepreneurs mechanisms,
and introduced a lower capital gains tax rate for angel in-
vestors. In addition, Ireland applies preferential capital gains
tax regimes for entrepreneurs, in particular a rate of 10%
for certain categories of entrepreneur relief, which is used
to stimulate the development and scaling of enterprises. At
the same time, a high level of taxation of income and divi-
dends can discourage the reinvestment of profits and long-
term preservation of business ownership by the founders
of enterprises (Empowering Ireland’s SME..., 2026). The
Irish model is based primarily on maintaining a favoura-
ble tax environment and attracting private investment. Its
strengths include relatively low corporate taxation and close
integration between fiscal incentives and venture financing
mechanisms. Compared to Germany and France, Ireland
demonstrates a stronger orientation toward commerciali-
sation and scaling of innovative SMEs, although this mod-
el may increase dependence on external investment and
multinational business activity. To summarise the features
of tax support for small businesses in the EU, a compara-
tive analysis of the main fiscal stimulus instruments used
in Germany, France and Ireland was carried out (Table 1).
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Table 1. Comparative characteristics of fiscal stimulation mechanisms
for small businesses in Germany, France, and Ireland

corporate tax rate and R&D incentives

Indicator Germany France Ireland
Standard corporate 15% + solidarity surcharge; total
p burden including Gewerbesteuer 25% 12.5% for most businesses
tax rate
may reach around 30%
Preferential Tax allowances for small businesses | 15% on the first EUR 42.5 thousand Section 486C tax relief for new

of taxable profit for SMEs

companies during the first 5 years

100 thousand in the current year

of operation
Standard VAT rate 19% 20% 23%
Preferential VAT Kleinunternehmerregelung VAT exemption thresholds Simplified administration regimes
regimes for enterprises with low turnover for micro-enterprises and cash-basis VAT accounting
VAT exemption up o EUR 25 thousand in the Depends on the category EUR 42.5 thousand for services
threshold previous year and up to EUR of enterprise activity and EUR 85 thousand for goods

Forschungszulage

R&D tax incentives and ZIM programme

CIR - 30% of R&D expenditures;
CII - 30% of innovation expenditures

30% R&D tax credit

Innovation support

KMU-innovativ, ZIM CIR, CII, JEI KDB, EII, Start-up Relief
programmes

Investment Accelerated depreciation Gradual abolition of CVAE Tax incentives for business angels

incentives and investment allowances and support for innovative enterprises and venture investors
Administrative ELSTER, EUR form, simplified Simplified accounting Simplified reporting
simplification digital tax administration and TVA administration regimes and deferred tax payments

Main focus Technological modernisation Research, innovation activity Investment attraction

of support and industrial innovation and startup support and scaling of innovative SMEs

Source: compiled by the authors based on Kleinunternehmer: What taxes do I... (2025), Exploring France’s corporate tax rates... (2025),
and Standard taxation: How small... (2026), Everything about the French Innovation... (n.d.), Tax relief for new start-up companies (n.d.),
Research and Development (R&D)... (n.d.), Forschungszulage — up to EUR 3.5 million in R&D... (n.d.)

A comparative analysis showed that the tax policy of
supporting small businesses in Germany, France and Ire-
land is based on a combination of tax breaks, simplified
administration and incentives for innovative activities,
however, the mechanisms for implementing such incen-
tives differ significantly. Germany focuses mainly on in-
vestment incentives, digitalisation of tax administration
and support for technological modernisation of enterpris-
es. France uses the CIR and CII tax credit system to stim-
ulate R&D and support innovative start-ups, while Ireland
focuses on low corporate tax rates, attracting investments
and tax incentives for newly created enterprises. In general,
the effectiveness of fiscal incentives for small businesses in
EU countries largely depends on the level of administrative
simplicity, availability of tax breaks and integration of tax
and financial mechanisms for supporting entrepreneur-
ship. The research of F. Campos et al. (2023) and the results
of this work coincided in the understanding that tax policy
directly affected the development of small businesses, their
competitiveness and ability to invest in growth. Both works
emphasised that excessive tax burden, administrative com-
plexity and high costs of tax compliance restrained the
development of entrepreneurship and increased the risks
of business transition to the shadow sector. At the same
time, the emphases of the research differed. E. Campos et
al. analysed the impact of effective tax rates, informality,
VAT structure and public services on the development of
small businesses in emerging markets, using regression
analysis and panel data for Pakistan, Nigeria, Kenya and

Bangladesh. In the same study, attention was focused on
mechanisms for supporting small businesses in EU coun-
tries, including special VAT regimes, tax credits for R&D,
depreciation allowances and financial programmes to
support innovation activities. If E Campos et al. (2023)
considered tax policy primarily as a tool for overcoming
informality and strengthening tax discipline, in this work
tax incentives were analysed more broadly - as a factor in
digitalisation, technological modernisation and innovative
development of small businesses in the context of Europe-
an economic integration. A more macroeconomic dimen-
sion of tax policy was presented in the study by M. Mel-
lisyah (2025). The author considered different taxation
models — progressive, regressive and corporate taxation -
through their impact on fiscal sustainability, foreign direct
investment (FDI) and economic growth in different coun-
tries of the world. In contrast to such a broad approach, in
this study tax policy was analysed mainly through practical
mechanisms for supporting small businesses in the EU. It
was about special VAT regimes, tax credits for R&D, sup-
port for start-ups and instruments for stimulating innova-
tion in Germany, France and Ireland. Despite differences
in the scale of analysis, both studies agreed that the effec-
tiveness of fiscal incentives depended on the balance of tax
mechanisms, administrative efficiency, and the level of dig-
italisation of tax administration.

A similar emphasis on digitalisation was also observed
in the work of K. Safitri (2025), but there it was close-
ly related to the issues of tax compliance and economic
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resilience of small businesses in developing countries. The
author used systematic literature review, bibliometric anal-
ysis and VOSviewer to investigate the relationships between
tax policy, digital tools and entrepreneurial activity. In this
study, digitalisation was also considered as an important el-
ement of tax support, but the main focus was shifted to fis-
cal incentives for innovation, tax credits and small business
support mechanisms within the EU. In addition, K. Safitri
paid significant attention to the role of e-filing, e-payment
and the impact of the COVID-19 pandemic on the tax be-
haviour of MSMEs, while in this work the issues of compet-
itiveness, digital modernisation and integration of financial
and tax support instruments were prioritised. Behavioural
aspects of tax compliance were studied in more detail in the
work of A. Padi et al. (2025), devoted to VAT compliance
among SMEs in Ghana. Using Partial Least Squares Struc-
tural Equation Modelling (PLS-SEM) and survey data from
520 enterprises, the authors analysed the impact of VAT
knowledge, tax audits, penalties and fines, religiosity and
trust in government on the tax behaviour of enterprises. In
contrast to this approach, this study did not focus on so-
cio-cultural or behavioural factors, but on the mechanisms
of fiscal stimulation of small businesses in EU countries. At
the same time, both works converged in the conclusion that
the simplification of administrative procedures, the digital-
isation of reporting and the availability of information had
a positive impact on the efficiency of small business opera-
tions. The issue of simplifying tax systems and supporting
MSME:s in developing countries also became central in the
study of G. Widjaja (2024). The author analysed the tax re-
gimes of Indonesia, India, Kenya and Brazil, paying atten-
tion to business formalisation mechanisms and preferential
tax regimes. However, while G. Widjaja mainly focused on
tax fairness and administrative simplification, in this study
tax policy was considered as a tool for stimulating innova-
tion, digital modernisation and the development of high-
tech small businesses within the framework of European
integration. Another perspective of analysis was present-
ed by E Jesus et al. (2024), who studied corporate income
taxation in Portugal, Germany, Belgium, the Netherlands
and Luxembourg. Their focus was on tax rates, internation-
al tax competition and the impact of corporate taxation
on companies’ investment decisions. In the same study,
tax policy was considered not only through the prism of
fiscal competitiveness, but also as a tool to support small
businesses through special VAT regimes, R&D tax cred-
its, depreciation allowances and financial programmes to
support innovation activities. The issues of administrative
burden and compliance costs were also key in the study by
L. Judijanto (2024), devoted to taxation policy and com-
pliance burden on MSMEs in Indonesia. The author ana-
lysed the legal aspects of tax regulation, taxpayer education
and mechanisms to support voluntary tax discipline. At
the same time, this study combined the issue of reducing
compliance burden with the broader context of stimulating
innovation, digitalisation and increasing the competitive-
ness of small businesses in EU countries. A more historical

and macroeconomic approach was presented in the work
of S. Gobile et al. (2024), which examined the evolution of
tax laws in African countries and their impact on the busi-
ness environment. The authors analysed the development
of VAT systems, corporate tax rates, Special Economic
Zones (SEZs) and international tax trends, focusing on the
relationship between fiscal policy, investment activity and
economic development. In contrast, this study focused on
practical tools to support small businesses in the EU - tax
credits, R&D incentives, special VAT regimes and innova-
tion incentive programmes.

A comparison of the results of this study with the work
of S. Yang et al. (2025) showed a common understanding
of fiscal policy as a tool for stimulating economic devel-
opment, investment activity and technological change. In
both studies, the effectiveness of tax incentives was asso-
ciated not only with the volume of state support, but also
with the design features of fiscal instruments and the co-
herence of economic policy. At the same time, the empha-
ses of the studies differed significantly. While S. Yang et
al. focused on the development of green hydrogen energy
and spatial spill over effects between regions of China, us-
ing Geographic Information System (GIS) analysis, pan-
el data and spatial econometric models, in this study the
main focus was shifted to supporting small businesses in
EU countries through mechanisms of tax breaks, special
VAT regime, financial programmes and simplification of
tax administration. Unlike the work of S. Yang et al. (2025),
where energy transition and regional cooperation issues
played a role, in this study the priority areas were reduc-
ing compliance costs and increasing the competitiveness of
small businesses. A similar logic was observed when com-
paring the results with the study by W. He et al. (2025), in
which fiscal policy was viewed through the prism of digital
business transformation. The authors studied the impact of
tax incentives and special subsidies on the digitalisation of
Chinese enterprises, paying special attention to synergistic
effects between different state support instruments. In this
study, digitalisation was also considered as one of the are-
as of stimulating entrepreneurial activity, but the emphasis
was mainly on small business support instruments within
the framework of EU tax policy. Unlike, W. He et al. (2025),
where the differences between state-owned and non-state-
owned enterprises were analysed, in this study the focus
was on simplifying administrative procedures, tax credits
and financial programmes to support small businesses. An-
other aspect of the impact of fiscal policy was highlighted
in the study by Y. Fan & L. Shi (2025), where state support
was analysed in the context of the development of green
technological innovation in China. The authors established
an inverted U-shaped relationship between the scale of fis-
cal support and innovation activity, which indicated the
possibility of a decrease in the effectiveness of incentives
in the event of excessive state intervention. In this study,
tax incentives were also considered as a factor supporting
innovation activity, but without focusing on nonlinear ef-
fects or regional heterogeneity. Instead, attention was paid
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to practical mechanisms for supporting small businesses in
the EU, including tax credits, patent box regimes, Horizon
Europe (n.d.) and COSME programmes, as well as meas-
ures to simplify tax administration. Thus, fiscal incentives
are one of the instruments for supporting small business-
es in the EU countries, as they contribute to reducing the
tax burden, activating investment activity and developing
innovations. In the EU countries, various forms of tax sup-
port for small businesses are used, including income tax
benefits, special value-added tax regimes, R&D tax cred-
its, depreciation allowances, and programmes for financial
support for innovative projects. It has been established that
the effectiveness of fiscal incentives largely depends on the
administrative simplicity of tax procedures, the targeting of
incentives and the level of integration of financial and tax
mechanisms for supporting small businesses. At the same
time, significant differentiation of tax policies between the
countries of the EU necessitates further improvement of
mechanisms for fiscal support for small businesses, taking
into account modern economic and innovation challenges.

Summarising the results of the analysis, it can be con-
cluded that the tax policy of supporting small businesses in
the EU countries is based on a combination of tax benefits,
simplified administration regimes, incentives for innova-
tive activity and mechanisms for attracting investments.
A comparative analysis of Germany, France and Ireland
showed that EU countries use different models of fiscal
stimulation of small businesses depending on the charac-
teristics of economic policy, the structure of the national
economy and the priorities of state support. It was found
that the most common instruments of supporting small
businesses are preferential regimes of taxation by VAT, re-
duced corporate tax rates, tax credits for R&D, investment
incentives and simplified tax administration procedures. In
general, the effectiveness of fiscal support of small business-
es in EU countries largely depends on the level of admin-
istrative simplicity, availability of tax incentives, stability of
tax policy and integration of tax and financial mechanisms
of supporting entrepreneurship.

The impact and effectiveness

of fiscal incentives for the development

of small businesses in the EU countries

Fiscal incentives in the EU countries significantly affect
the level of innovation activity of small businesses, the in-
vestment attractiveness of the business environment and
the long-term competitiveness of the economy. An analy-
sis of Germany, France and Ireland showed that the most
effective are mechanisms aimed at supporting R&D, digi-
talisation and innovative modernisation of enterprises. In
Germany, the positive impact of fiscal incentives is man-
ifested in the gradual increase in the innovation activity
of small businesses. According to KfW Research: German
SMEs... (2026), in 2022-2024, 41% of German small and
medium-sized enterprises implemented at least one in-
novation, which is 2 percentage points more than in the
previous period. The volume of small business spending on

innovation in 2024 reached EUR 35.4 billion, and after ad-
justing for inflation, the real growth was about 3%. At the
same time, the study showed a significant concentration of
innovation activity among large enterprises: among com-
panies with more than 50 employees, 73% of enterprises
implemented innovations, while among micro-enterpris-
es with up to 5 employees, only 37%. This indicates that
even with the availability of tax incentives and support pro-
grammes, small businesses’ access to innovation resources
remains uneven (KfW Research: German SMEs..., 2026).
The positive impact of tax incentives in Germany is also
confirmed by the expansion of the R&D tax incentives sys-
tem in 2024-2025. Increasing the Forschungszulage rate to
35% for small and medium-sized enterprises, increasing
the maximum cost base to EUR 12 million, and simplify-
ing the mechanisms for obtaining compensation have im-
proved enterprises’ access to financing for innovation pro-
jects. Of particular importance was the expansion of the
list of eligible costs, including contract research, equipment
depreciation and operating costs (Germany R&D tax relief
regime..., n.d.). In France, the impact of fiscal incentives is
most noticeable in the field of innovation and the develop-
ment of high-tech entrepreneurship. According to the Eu-
ropean innovation scoreboard 2025 (n.d.), France belongs
to the Strong Innovators group and demonstrates a level of
innovation efficiency of 108.6% of the EU average. The in-
dicators of state support for business R&D are particularly
high, where France ranks first among EU countries, as well
as the volume of venture financing, in which the country
ranks second in the EU.

The positive effect of fiscal support in France is largely
ensured by the CIR (2025) and CII (2026) systems, which
compensate for part of the costs of enterprises for research,
development of prototypes and technological renewal. The
European Commission notes that the main tax scheme
had a significant positive impact on SMEs, stimulating
their R&D activity and economic performance, while the
effect for large companies was less pronounced. In addi-
tion, France demonstrates a high level of cooperation be-
tween innovative SMEs: the indicator of innovative SMEs
collaborating with others is 131.3% of the EU average.
This indicates a positive impact of state support not only
on individual enterprises, but also on the development of
innovation networks and partnerships. At the same time,
the French experience has shown that significant amounts
of tax incentives do not guarantee an automatic increase
in the efficiency of commercialisation of innovations. De-
spite high levels of government support, France lags be-
hind in terms of sales of new-to-market and new-to-firm
innovations, which are only 52.1% of the EU average. In
addition, the country shows low results in terms of cloud
computing adoption and non-R&D innovation expendi-
tures. This shows that the effectiveness of fiscal support
depends on the ability of enterprises to integrate innova-
tions into business processes, digital infrastructure and
market activities (European innovation scoreboard 2025
country..., 2025a). In Ireland, the positive impact of fiscal
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incentives on entrepreneurial activity was manifested
through the development of innovative entrepreneurship,
digital transformation and high-tech sectors of the econo-
my. According to the European innovation scoreboard 2025
country... (2025a), Ireland belongs to the Strong Innovators
group and ranks 5% among EU countries in terms of over-
all innovation efficiency. The country demonstrates high
rates of SMEs introducing product innovations — 120.5% of
the EU average, as well as one of the highest rates of coop-
eration between innovative SMEs — 178.1% of the EU av-
erage. One of the elements of this model is the system of
indirect government support for business R&D through
tax incentives. Direct and indirect government support
of business R&D in Ireland is 144.3% of the EU average,
with about 80% of all government support for innovative
businesses provided through R&D tax credits. This mech-
anism has allowed for the formation of a stable environ-
ment for the development of high-tech SMEs, start-ups
and knowledge-intensive services. At the same time, the
low corporate tax rate and the Employment Investment
Incentive, Start-Up Relief for Entrepreneurs and Knowl-
edge Development Box programmes have contributed
to attracting private capital and scaling innovative enter-
prises. Ireland also demonstrates a high level of business

digitalisation, which is largely due to a combination of fis-
cal incentives and government digital programmes. The
cloud computing adoption rate in 2025 was 146% of the
EU average, and the Digital Intensity Index exceeded the
European average and reached 41.1 against 34.2 in the EU
(European innovation scoreboard 2025 country..., 2025b).

The effectiveness of the Irish model is also confirmed
by the high economic indicators of the innovation sector.
Sales of new-to-market and new-to-firm innovations in Ire-
land are 195.4% of the EU average, which is the highest rate
among the EU countries. In addition, the country demon-
strates high indicators of labour productivity - 256.2% of the
EU average, knowledge-intensive services exports — 128.8%
and exports of medium and high-tech products - 111.6%.
This indicates that the combination of tax incentives, sup-
port for digitalisation and investments in the knowledge
economy creates favourable conditions for the development
of entrepreneurial activity and increasing the competitive-
ness of the economy (European innovation scoreboard
2025, n.d.). To summarise the impact of fiscal incentives
on the development of small businesses and innovative
activity in Germany, France and Ireland, it is advisable to
conduct a comparative analysis of key indicators of the ef-
fectiveness of state support for entrepreneurship (Table 2).

Table 2. Impact of fiscal incentives on innovation activity and entrepreneurial development
in Germany, France and Ireland

Indicator Germany France Ireland
SMEs implementing 41% of SME:s introduced at least High level of innovative High level of product innovation
innovations one innovation during 2022-2024 SME cooperation among SMEs
Innovation e High level of public support Significant share of support
EUR 35.4 bill 2024
expenditure v Hhon for business R&D through R&D tax credits
Share of innovative 73% Strong innovation performance Strong Innovator;
large enterprises ? above EU average 5t place in EU
Share of innovative 370% Lower commercialisation High commercialisation
microenterprises ? performance of innovations of innovations

Government support
for business R&D

Expanded Forschungszulage
and innovation programmes

1+t place in EU for public support

0,
of business R&D 144.3% of EU average

Venture capital
and start-up support

Innovation grants
and technology programmes

by venture financing volumes

2nd place in EU Strong venture and angel

investment incentives

SME:s collaborating
with others

Support through ZIM
and KMU-innovative programmes

131.3% of EU average 178.1% of EU average

Cloud computing

. Moderate growth
adoption

Below EU average 146% of EU average

Sales of new-to-market
innovations

Growth constrained by uneven
SME access to innovation resources

52.1% of EU average 195.4% of EU average

Main impact
of fiscal incentives

Support of technological
modernisation and R&D

Support of innovation ecosystems

Development of high-tech SMEs
and digital economy

and startup activity

Source: compiled by the authors based on European innovation scoreboard 2025 country... (2025a; 2025b), KfW Research: German
SME:s... (2026), Forschungszulage — up to EUR 3.5 million in R&D... (n.d.)

The comparative analysis showed that fiscal incen-
tives in Germany, France and Ireland have different ef-
fects on the development of small businesses depend-
ing on the structure of tax policy and state support
mechanisms. Germany focuses mainly on stimulating

technological modernisation and supporting R&D
through tax breaks and innovation programmes, France -
on the development of innovation networks, start-ups and
state funding for research, while Ireland demonstrates the
highest indicators of digitalisation, commercialisation of
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innovations and integration of tax incentives with mech-
anisms for attracting private capital. Overall, the results
confirm that the most effective are models of fiscal sup-
port that combine tax incentives for R&D, simplification
of administrative procedures, digitalisation of tax admin-
istration and development of venture financing for small
businesses. Thus, the experience of Germany, France and
Ireland shows that the effectiveness of fiscal support for
small businesses is determined by a complex combination
of tax incentives, innovation programmes, digitalisation
of tax administration and access to financial resources
for enterprises. The most effective models are those that
combine tax credits for innovation activities with venture
financing mechanisms, grant support and simplification
of administrative procedures for small businesses. The
results of this study are consistent with the findings of
Y. Ding (2024), who also identified tax incentives in the
field of VAT and corporate taxation as important instru-
ments for reducing the financial burden on SMEs and
stimulating innovation activity. Both studies confirmed
that fiscal incentives contribute to enterprise modernisa-
tion and support the development of innovation-oriented
sectors. However, while Y. Ding (2024) focused mainly
on sectoral differences in the effectiveness of tax incen-
tives in China, this study emphasised the comparative ef-
fectiveness of fiscal support models in Germany, France
and Ireland within the framework of European econom-
ic integration. Similar conclusions regarding the role of
fiscal incentives in supporting enterprise sustainability
and investment activity were presented by K.O. Deygan-
to (2022). Both studies showed that tax incentives may
strengthen the economic resilience of SMEs and facilitate
the redirection of resources toward modernisation and
business development. At the same time, this study fo-
cused primarily on long-term mechanisms of innovation
and investment support in EU countries rather than on
anti-crisis fiscal measures.

The findings of this study also complement the con-
clusions of P. Du et al. (2022), who emphasised the impor-
tance of government support and financial instruments
for enterprise development. While P. Du et al. (2022)
analysed fiscal incentives mainly through the perspective
of ESG and financial technologies, this study examined
them as instruments for stimulating innovation, techno-
logical modernisation and the competitiveness of SMEs
in the EU. The conclusions are also consistent with the
work of A. Lynch et al. (2026) and L. Judijanto (2024),
which highlighted the importance of institutional con-
ditions, financial awareness and administrative accessi-
bility for the effectiveness of tax incentives. In contrast
to these studies, which focused mainly on generalised
or behavioural aspects of fiscal policy, this research con-
centrated on the practical effectiveness of fiscal support
instruments in Germany, France and Ireland, particular-
ly their influence on innovation activity, commercialisa-
tion and SME competitiveness. The comparative analysis
showed that Germany, France and Ireland apply different

fiscal support models for small businesses depending on
national economic priorities and the structure of their
tax systems. Germany’s model is focused on technolog-
ical modernisation and industrial innovation through
accelerated depreciation, R&D incentives and digital tax
administration. France demonstrates a stronger role of
the state in financing innovation activity through large-
scale tax credits and startup support mechanisms, while
Ireland’s approach is based on maintaining low corporate
taxation and stimulating private investment and venture
financing The analysis also showed that the effectiveness
of fiscal incentives depends not only on the scale of tax
benefits, but also on the level of administrative simplicity
and the orientation of support instruments toward com-
mercialisation and investment activity. Countries com-
bining tax incentives with simplified administration and
access to financing demonstrate higher indicators of in-
novation activity and SME competitiveness. At the same
time, high fiscal complexity, uneven access of microen-
terprises to innovation resources and dependence on ex-
ternal investment may reduce the long-term effectiveness
of support mechanisms.

CONCLUSIONS
Summarising the results of the study, it can be conclud-
ed that fiscal incentives are an important instrument for
supporting small businesses in the EU, contributing to
innovation activity, investment development and enter-
prise competitiveness. EU countries apply tax incentives,
special VAT regimes, R&D tax credits and simplified tax
administration mechanisms to support SMEs. The study
showed that Germany, France and Ireland use different
models of fiscal support depending on national econom-
ic priorities. Germany focused mainly on technological
modernisation and innovation support through acceler-
ated depreciation and R&D programmes. During 2022-
2024, 41% of German SMEs implemented at least one
innovation, while innovation expenditures reached EUR
35.4 billion in 2024. However, innovation activity re-
mained unevenly distributed, as 73% of large enterprises
introduced innovations compared to 37% of microenter-
prises. France emphasised support for R&D and start-ups
through the CIR and CII mechanisms. France demon-
strated an innovation efficiency level of 108.6% of the EU
average and ranked first in the EU in government support
for business R&D, although sales of new-to-market and
new-to-firm innovations accounted for only 52.1% of the
EU average. The highest effectiveness indicators were ob-
served in Ireland, where a 12.5% corporate tax rate was
combined with innovation incentives and private invest-
ment support mechanisms. SMEs introducing product in-
novations reached 120.5% of the EU average, while sales
of new-to-market and new-to-firm innovations amount-
ed to 195.4% of the EU average. Ireland also demonstrat-
ed labour productivity at 256.2% of the EU average. The
comparative analysis confirmed that the most effective
fiscal support models combine innovation tax incentives,
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AHoOTaUif. MeToo gocipKkeHHs 6y10 OLiHIOBaHHS e(eKTUBHOCTI (piCKa/TbHUX IHCTPYMEHTIB MiATPUMKI MaIOro
6isHecy B €BporericbkoMy Corosi Ha nmpuxani Himewunnn, @pannii ta Ipnanpil. Metogornoria 6asyBanacs Ha aHamisi
HOPMAaTUBHO-IIPABOBUX i CTAaTUCTUYHUX JKEPEI, IOPIiBHABHOMY aHali3i IOJaTKOBOI IOMITUKM Ta OLIiIHIOBaHHI
iHHOBaLiIIHMX NOKa3HMKIB Manux i cepepHix mignpuemcTB y 2022-2025 pokax. Pesynbpratu sacsifjuunm, mo
HailepeKTVMBHIIII MOZeIi TOeXHYBa/IU IOJATKOB] CTUMY/IN /I iHHOBALi, IMdpOoBi3allilo IOfaTKOBOrO aAMiHICTpyBaHHA
Ta MeXaHi3MM 3ajly4eHHA NpuBaTHOTO Kamitany. ITokasamkm Himedunnnu, ge 41 % Manux i cepefiHiX mignpmueMcTB
YIPOBaJVIN IIOHAMEHIEe OfHY iHHOBaLi0 npotsaroM 2022-2024 pokis, a BUTpaTy Ha inHOBawil y 2024 poui carnynmn
35,4 MyIpy, €BPO, IPOLEMOHCTPYBA/IM BiflHOCHO BUCOKUI piBeHb iHHOBaLiTHOT aKTMBHOCTI 3a MiATpUMKY (icKaNTbHUX
Ta IHBeCTULIHUX CTUMYJIiB, X04a PO3pUB MK BeMKMMU IignpueMctBamu (73 %) Ta Mikponigupuemcramu (37 %)
BioOpa’kaB HepiBHUII JOCTYI JO iHHOBaLiIHNUX pecypciB. PiBenb edextuBHOCTI iHHOBawLiil y PpaHIil, 10 CTAHOBUTD
108,6 % Bin cepemHbOTO MOKAa3HMKA IO E€BpomnericbkoMy Cor03y, MiTBepANB BAK/INBY POIb IIOFATKOBUX KPEAUTIB
Ta Jep>kaBHOro GiHaHCYyBaHHA B MiATPUMII HAyKOBO-TOCIIIHNX i JOCTIIHO-KOHCTPYKTOPChKUX po6iT. [TokasHuKM
Ipnanpii, 30Kkpema BIpOBaJI)KeHHA MaMMU Ta CePeNHIMU MiJIpUEMCTBaMI IPOAYKTOBMX iHHOBAaIii Ha piBHi 120,5 %
Bix cepepHboro o €C Ta IpOAyKTUBHICTD Ipani Ha piBHi 256,2 %, BinoOpasumm epeKTUBHICTb IOENHAHHSA HU3BKOTO
KOPIIOPAaTUBHOTO ONOJATKYBAHHA 3 IHBeCTULITHUMY cTUMYIaMu. JJOCIiIKeHHA BCTAHOBIUIIO, 110 e(eKTUBHICTD
(l)iCKaanMX IHCTPYMEHTIB 3a/IXKUTD He JIMIIE BiJj IOJATKOBYUX IIi/IbL, @ 11 Bifl CIIPOLEHHA aMiHICTPaTUBHIUX IIPOLENY P
Ta iHTerpanii MexaHi3MiB ImofaTkoBoOI Ta piHancoBOI migTpuMKu. IIpakTUYHe 3HAUYCHHA NOCTi/KEHHA MOIATAE B
MO>X/IMBOCTI BUKOPUCTAHHA JIOTO pe3y/IbTaTiB /1A BIOCKOHAIeHHA (PicKa/lIbHUX iHCTPYMEHTIB MifTpUMKY Ta GOpMyBaHHA
iHHOBaLiTHO Opi€HTOBAaHOI IIOJJaTKOBOI MOIITUKY /I MaJIoro 6i3Hecy B kpaiHax €pporeiicbkoro Cowosy
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