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INTERNATIONAL ECONOMIC RELATIONS 

DOI: 10.46340/eujem.2023.9.6.1 

THE NEW ECONOMIC "AUTARCHY": ON A FEW 

FUNDAMENTAL GLOBAL TRENDS AND IMPORTANT 

EXPECTATIONS 

Victor Kipiani1 , PhD in Law 
1 Geocase, Tbilisi, Georgia 

Email: vkipiani@geocase.ge  

Citation:1 Kipiani, V. (2023). The New Economic "Autarchy": on a Few Fundamental Global Trends 

and Important Expectations. European Journal of Economics and Management, 9, 6, 5-11. 

https://doi.org/10.46340/eujem.2023.9.6.1 

Abstract 
The end of the Cold War not only heralded an idyll in international relations, but also promised 

maximum access to the accumulated economic benefits worldwide through various alliances, 
pacts or initiatives. It is indicative that Francis Fukuyama’s The End of History, which proclaimed 
the almost eternal, unconditional and irreversible "Good has triumphed over evil", has become a 

kind of quintessence of the "Golden Era" attitude of the developed and developing world. 
Fukuyama’s understanding of international politics was supposed to manifest itself in the global 

economic picture. And although globalism in the economy does not always equal the global 
economy, but here too the full irreversibility of cosmopolitanism, universalism or internationalism 

was expected. 
Accordingly, the idea of economic globalisation in global geospace became a kind of mantra, and 

the opposite view was seen as "turning our backs on the world" and declared the object of an 
attack on total obstruction. The only exception in the "mainstream" was the creation of large 

trading blocs, which ultimately, again, contributed to the global economic texture. At first glance, 
this process in some places had the character of de-globalisation, but only at first glance, but in 

reality and in practice its final result was the global universalisation of the rules of the game in the 
world economy. 
Thus, the very notion of "globalisation" has turned into a synonym for economic welfare, while 

the practical forms and mechanisms of obtaining and redistributing this welfare have become the 
only topic of discussion. The economic drive towards globalisation and the belief in the 

inevitability of this trend continued until several large-scale shocks rocked much of the world and 
the existing order. 

Keywords: Economic security, Globalisation, Middle East, Cold War, EU, USA, Russia, China. 
JEL: F02 

 

Forced reversal 

Over the past couple of decades, the world economy has suffered a number of blows. Each of them 

was unique in its individual nature and different scale. 

Despite this abundance and diversity, among the major, so to speak, "systemically transformative" 

processes were and remain the financial crisis of 2008-2009, the COVID pandemic and post-pandemic 
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processes, and the ongoing war resulting from Russia’s re-invasion of Ukraine. The latter posed a special 

challenge to Europe, which had to respond to two issues fundamental to it, such as importing cheap energy 

from Russia and exporting advanced technology to China. Both issues have a very expensive "price tag", so 

it is no coincidence that, according to a poll conducted by the European Council on Foreign Relations think 

tank, 62 percent of Europeans would be in favour of neutrality in the event of a conflict over Taiwan. 

Military operations in the Middle East are also developing dramatically, although at the time of writing 

this article it is probably too early to draw definite conclusions. 

In the given situation and in response to the shocks mentioned above, probably the natural reaction 

would be a greater diversification of economic linkages, even if this would lead to the need for additional 

costs or complex logistical solutions; In fact, a significant number of countries have chosen a different path, 

which we will discuss in more detail later, but here we will only briefly note that this choice has linked 

the economy even more closely to geopolitics and security. We think that this link will remain relevant, 

at least for the foreseeable future. 

Of particular note is that along with external, so-called exogenous developments, the larger economic 

picture is influenced by political changes within specific national systems. We will have a relatively extensive 

discussion about these changes and the vision and approaches that have emerged from them. 

One thing is clear: the idyll and universalisation of economic relations predicted for an indefinite period 

after the end of the Cold War, has not stood the test of challenges. As a result, "managing the process 

according to plan" has also failed, which, along with a number of other disturbing symptoms, has manifested 

itself as: 

(a) Increasing economic inequalities within countries; also - 

(b) Deepening inequalities between the economic capacities of different countries or regions; and –  

(c) The transformation of economic means into an instrument of pressure, which is known 

in the modern literature as the phenomenon of weaponisation. 

As a result, harmonisation of common rules of behaviour is hampered, in some places national 

economic systems go into a "defensive" mode, and global actors do not hesitate to justify basic policy 

decisions in the economy by selfish considerations. 

 

The new industrial policy: who is acting how? 

There is a growing tendency in the policies of players with significant influence on the global economy 

to look after themselves at the expense of the interests of others. At such times, we cannot call the practical 

measures or legislative initiatives anything other than a significant slowdown in the globalisation 

of the economic structure and, in some cases, a revision of the results achieved in this regard or 

a demonstration of national-economic egoism motivated by the idea of self-sufficiency. 

In the face of growing challenges in the world, a number of major countries have openly declared 

economic restructuring dictated by national security considerations. Such restructuring has three main 

objectives, which are equally prioritised, and thus a new industrial policy can only be measured 

by the implementation of all three together, namely: 

(1) sufficient resource potential of the economy during crises and the resilience of the production base 

in stand-alone or isolated mode for a significant period of time; 

(2) at the very least, to significantly reduce, if not paralyse, the potential for competing economies 

in times of global upheaval using the tools of modern economic warfare; 

– and as a result of the realisation of both of the above objectives: 

(3) in the medium or long term, gaining such an advantage on the geo-economic plane that will create 

a solid precondition for the realisation of the desired geopolitical interests. 
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The fact is that the so-called new industrial policy is determined by economic actors of such calibre, 

which, more than others, have the task of consistently and responsibly participating in the world economy, 

maintaining the necessary balance between developed and developing countries creating fair and equal 

conditions necessary for development based on the imperative of global order and stability, but in stark 

contrast, in recent years we have witnessed the deepening of trends that seek to artificially stimulate 

the domestic market through overt protectionism, to reduce the coordination necessary to manage existing 

global threats, to destroy the reasonable standards of interconnectedness and interdependence necessary 

to tame the main ally of extremism and radicalism – poverty. 

Even the summation of just a few such steps in this brief format indicates the occurrence of the essential 

features of the new industrial policy and, consequently, the coming (irreversibly?) of the era of the emergence 

of "autarchic protectionism" in the economy, with all its consequences. 

For example, the stated purpose of the United States Inflation Reduction Act legislative initiative is 

to encourage green technology through subsidies and tax credits, whereas the purpose of the CHIPS and 

Science legislation is to encourage semiconductor manufacturing in the United States. The real motive 

behind this and many other initiatives and programmes is to reduce the United States’ dependence on Asian 

markets, especially China, to gain a better position in the new geopolitical redistribution. Several large-

scale projects launched by Beijing, be it the China 2025 Strategy or the Dual Circulation Policy, have 

the same spirit, the overall effect of which is to promote domestic consumption growth and increase 

concentration on the Chinese market itself. India has also followed this pattern by launching the Make 

in India project, the main essence of which is again to protect local production through official protectionist 

measures. Although on other grounds, but under the slogan – "Everything for the front" – Russia has not 

fallen behind the trend of self-locking its own economy, and at this stage almost a third of the country’s 

budget expenditure will be used for "national defence". For greater clarity: six per cent of Gross National 

Product will be spent on the needs of the war, that is, more than twice as much as was spent before 

the renewed aggression in Ukraine. In addition to direct military spending, more than nine per cent goes 

to ‘national security’. This increase in spending, along with social and infrastructure issues, is very much 

in line with economic isolationism and protectionism. 

These are just a few illustrative examples, and the list can easily be extended with examples 

of the economies of the mentioned and other countries. Each of them is characterised by concern  

for its own needs at the level of public policy, and this without taking into account the relevance of proper 

reciprocity and common interests in international economic relations. Obviously, along with the risks 

of predictable development of the economic structure, this does not bode well for the overall security structure 

in a global sense. 

And in general, even if we leave aside security and foreign policy, even in the "narrow" economic 

sense, the direct tangible negative consequences of such neo-isolationism, the same economic  

autarchy, are: 

(1) maximum withdrawal from international economic linkages has a high probability of reducing 

the competitiveness of local advanced companies, the so-called national champions, together with 

the national economy; 

(2) politics is breaking into the allocation of resources and the creation of supply chains, with the result 

that political and security needs subordinate sound economic laws; 

(3) a timely and technocratic response to challenges in the economy can fall prey to insinuations among 

politicians; 

(4) there is an increased likelihood of contentious cases, whether between countries or between  

trading blocs or regional alliances. A prime example of this is the high-profile dispute between Airbus 
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and Boeing, which has had an unfavourable impact on trade relations between the United States and 

the European Union. 

The private sector has not lagged behind the open protectionism officially declared by various 

countries. For example, the well-established terms "frandshoring" or "re-shoring" actually refer to the 

relocation of production from vulnerable geographic regions and unfriendly countries to relatively safe or 

low-risk jurisdictions. This process, of course, results in a shrinking global supply network with the ultimate 

goal of preventing and quickly recovering from unwanted, long-term or unpredictable supply and delivery 

disruptions. 

 

The impact of the process on developing systems... 

... is particularly important and noteworthy for us, as it is associated with many topical lessons  

for the Georgian economy. The trend mentioned in this article most notably negatively affects developing 

(i.e. emerging) economies, fuelled by geopolitical instability in addition to economic factors. 

A number of developing countries have benefited specifically from the "era of globalisation" that has 

been left behind (temporarily). First of all, this benefit has manifested itself in the redirection of trade 

and finance to these countries, which has been underpinned by: 

(a) cheap local labour in the respective economies, and 

(b) relatively easy and low-cost supply and delivery. 

As a result of these very practical economic circumstances, the flow of direct investment 

into the developing world has been further enhanced by the "offshorisation" of Western corporations 

or the transfer of business operations to developing countries. 

A related result of the same process was that developing economic systems now obtained financial 

resources through direct investment (and not only loan capital) to invest in Western funds or securities. 

Moreover, such systems have gained additional benefits: 

(a) instruments to hedge (i.e. manage) export and import risks; 

(b) emergence of their own "national champions" – flagship companies; 

(c) expansion of the market for national products; 

(d) creation, in some cases, of a sufficiently resilient local stock market; 

(e) access to advanced technologies, and 

(e) even the creation of its own middle class, which is so important for the political and socio-economic 

sustainability of a country. 

It is clear that the intensified "two-way street" between the developed and developing world (needless 

to say, Georgia has been left out of this process) has significantly increased the degree of interconnectedness 

and interdependence for globalisation. 

Thus, it is clear that the significant weakening of the globalisation-internationalisation-

interconnectedness of economic systems at the end of the last century and the beginning of this one has proved 

to be quite harmful for the developing economic world as well. This damage will increase with the deepening 

process of de-globalisation and the rise of economic nationalism. Therefore, this situation requires a timely 

and adequate systemic reorganisation from an emerging economy. 

 

Economic security or security in the economy? 

The post-Cold War period is reflected in the pace of globalisation not only by the fragmentation 

of trade and financial ties, but also by a significant reduction in the stability and sustainability of the existing 

geopolitical order. Basically, these two sides of the coin are now so intertwined that fluctuations in politics 

directly affect the economy, and vice versa. We have also said that the relationship and interdependence 

of such fluctuations (with the lifting of specific means mentioned in this article) is most clearly seen in low- 

and middle-income countries. The established reality is that security policy or politics in security has almost 
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become the unquestioned determinant of economic progress. It is from such "subordination" that modern 

economic nationalism or the new economic autarchy – a separate and largely closed economic policy 

of a particular country – is born. 

Judging by the current trends and public speeches of high-ranking officials, we are dealing with such 

a phenomenon as a new type of economically secure state. The April 2023 speech of White House National 

Security Advisor Jack Sullivan is very telling in this regard. In his speech, he spoke at length about 

the contradictory relationship between the free market and economic security and made some very notable 

points. In particular, according to Sullivan, the complete and uncontrolled delegation of economic processes 

to the open market and its players: 

(a) has weakened the national security of the United States of America; and that - 

(b) total dependence in global economic ties is abused by others to achieve their economic or 

geopolitical objectives; as well as - 

(c) economic liberalisation by previous United States administrations has not only failed to achieve 

peace and stability, but has also led to the rise of China and critical vulnerabilities in the global supply and 

delivery chain. 

In practice, with this emphasis, we have had a significant expansion of the traditional understanding 

of "security" (which implied the prevention of war, terrorism, etc.), with the result that security now includes 

food supply, energy self-sufficiency, inflation management, climate change, etc. 

Moreover, statements made at a number of economic alliance forums and gatherings suggest that 

the so-called Washington Consensus, in place for some time after the end of World War II and the Cold War, 

has been replaced by a New Washington Consensus. According to opinions circulated in different sources, 

the updated version of the mentioned "consensus" implies both a rejection of the prioritisation of market over 

security and maintaining a balance between the two. This theoretical paradigm is actually difficult to imagine. 

It is all the more difficult to put it into practice because this approach, called "de-risking", is, in fact, as new 

as the well-forgotten old one – proper management of the economic process by minimising its vulnerability 

as much as possible. It should be assumed that this result is reflected, inter alia, in reasonable state control 

and management of market processes, examples of which we clearly see in some countries of the European 

Union and Asia, e.g. in Japan. 

To summarise this view, let us say that the security of the economic system is based on a single 

and indivisible, so-called holistic approach and includes mutual harmonisation and synergy of measures 

in different areas. Given the complexity of modern challenges, this is even more critical. Let us add that 

market players, despite their ability to adapt to global shocks and their flexibility, do not have the basic ability 

to manage geopolitical risks, which in modern conditions has, almost without alternative, a dominant subject 

of international relations – a state or a union of states. 

 

Excessive sanctions "appetite": a risk for globalisation? 

However strange the proposed wording may sound, one very specific problem has arisen in recent 

years in relation to the application of sanctions. Let us try to briefly explain what its essence is. 

The fact is that sanctions, as a universal means of overcoming wrong, are used today with little thought. 

Moreover, the relentless pursuit of sanctions has created a "sanctions industrial base", as if the excessive 

number of sanctions and their use without strategic thinking could help alter the policies and behaviour of the 

target actor. As a result, the "overdose" of sanctions has prompted many countries (including those that violate 

international law) to consider establishing financial systems that would allow them to bypass US dollar-

dominated payment channels. Such efforts are, of course, again leading to a weakening of globalisation. 

The promotion of economic coercive policies, the popularisation and indiscriminate use of sanctions 

as an immediate response has, in fact, significantly undermined the foundations of meaningful economic 
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policy. For their part, excessive and ill-considered punitive practices and global harmonisation of the rules 

of economic behaviour favour "me" over "we" and reduce economic resilience in the face of growing global 

challenges. 

 

In order for us to realise… 

...we have presented a small overview of economic trends, including selected opinions and 

assessments. Yes, the Georgian economy is very small, and this smallness is probably one of the obstacles 

to its rapid growth. However, it is also a fact that in the modern world "smallness" does not mean exclusion 

and isolation. Moreover, it is precisely the interconnectedness of global economic channels (like the law 

of "communicating vessels" in physics) and the effect of a wide spillover of global shocks that made 

the division into "big" and "small" more conditional, at least in economics. 

Therefore, when determining Georgia’s economic policy, it is necessary to constantly monitor 

the processes taking place around us in order to critically assess them and determine the actions that we 

should implement, guided by sound rationality. 

Taking this into account, we would like to summarise some (already well known) considerations. 

This thinking is only at the "amateur" level and, clearly, when discussing such a topic, the qualified 

assessment of representatives of professional circles has a very different importance and weight. In any case, 

to promote the stability and self-sufficiency of our country’s economic system, its competitiveness and real 

growth, we should think and care about: 

• Wider integration with developed economies. This will be of practical importance for qualitative 

improvements in our trade and financial flows, as well as for the transfer to us and adoption of advanced 

technologies and knowledge. 

• Expansion and diversification of the export market. It is well known that holding on to a particular 

market is economically vulnerable and risky from the point of view of national security; Accordingly, 

the more sources of "expenditure" and "income" there are, the more space and freedom for nation-state 

development. All this is connected, inter alia, with free trade agreements and trade associations. 

With the rise of economic nationalism in the world, we should also think and care: 

• Not only about the quantitative, but also about the qualitative side of investment. Given the current 

global and regional threats, we believe it is unacceptable to consider any investment as desirable for our 

country. It is time to learn how to differentiate and choose them. For this purpose, we consider it advisable 

to review investments and introduce a mechanism for their so-called "screening" at the legislative level. 

We would also like to note that many developed economic systems use this method today. 

• Timely channelling of necessary resources into the country’s intellect. Without ensuring 

"intellectual self-sufficiency" in this way, we are doomed to witness the outflow of so many valuable 

human resources from Georgia and thus exhaust our competitiveness and growth potential 

in the near future. 

• In addition to the above, we would consider the following as practical measures: 

• A large and separate place should be given to the issue of economic security in the national security 

doctrine of Georgia. This special attention, again, is dictated by the modern and multifaceted understanding 

of the concept of "security" mentioned in this article. We must agree that national security is unthinkable 

without a unified set of economic measures, because no one in this world will consider and speak 

as honourable partners with the weak, the poor and those reaching out for help. 

• The direction of economic security in the format of the National Security Council should 

be strengthened. As one of the possible developments, we do not rule out the separate creation of an Economic 

Security Council or its institutionalisation within the system of the National Security Council. 
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• When talking about the structural approach, we would also mention as a possible subject of discussion 

the introduction of the position of the Minister of Economic Security in the Government of Georgia with the 

corresponding supervisory scope and functions. 

• Whether under the auspices of the Economic Security Council or the Minister of Economic Security, 

one of the main tasks should be to continuously monitor and analyse the risks and threats to Georgia’s 

economic security. This process should be objectively reflected in a periodic document on economic threats 

(similar to the current practice in the European Union). Among other necessary issues, the document will 

assess short-, medium- and long-term risks to the country’s economic security, as well as recommended 

measures to minimise and manage them. 

• In addition to the doctrinal approach, the appropriateness of legislation ensuring economic security 

(e.g. Georgia’s Act on Economic Security) should be discussed. In working on such legislation, special 

attention should be paid to, inter alia: (a) coordination of government agencies in times of crisis; (b) rapidly 

realigning global or regional delivery and supply from one system to another, and to reduce overdependence 

on one system; (c) promoting modern innovation in critical sectors. 

We realise that there is much to talk about in this regard and many more key aspects could be 

mentioned. However, it is a fact that all of them can only be realised in conditions of normalisation of relations 

within the country. We would like to reiterate what has already been said many times: the country has neither 

the "luxury" nor the resources to continue functioning within the framework of "political business-making", 

a process that has transcended institutions, centred only on the static harmful imperative of preserving and 

gaining power. 

The Georgian political and social elite, those who understand that elitism is first and foremost equated 

with responsibility, openness and self-criticism, are required to saturate the internal and external lines with 

meritocracy, knowledge and informed decisions. Today, the country faces a practically non-alternative task: 

to invest in its own functional competitiveness, efficient security and inclusive development in order to regain 

its place in the existing "disorderly order". 
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Abstract 
The ecological component in the conditions of wartime and post-war recovery of the economy of 
Ukraine becomes a priority for scientific and government structures. Considering the extent of the 
damage and the consequences of ecocide as a result of the Kakhovka hydroelectric power plant 
being blown up by the aggressor in Ukraine, it is important to take effective measures to restore 
ecosystems, ensure environmental safety and sustainable development. This requires 
a systematic approach, scientific understanding and implementation of innovative solutions. 
Only by working together and coordinating efforts we can overcome these challenges and create 
a future where environmental sustainability and economic development go hand in hand. The 
unique context of modern Ukraine, reflecting the sad reality of the war and the need to restore 
the country’s economy, requires a serious analysis and understanding of the environmental 
component in these conditions. Due to the ruthless actions of the aggressor, the Russian regime, 
Ukraine has witnessed a large-scale act of ecocide, which is equated with the consequences of an 
atomic bomb explosion or an accident at a nuclear power plant. Ukraine, as a state, must mobilize 
all its resources to combat the environmental challenges of the war and ensure a sustainable 
economic recovery. Ukrainians face the challenge of preserving the national heritage, protecting 
nature and creating favorable conditions for future generations. The use of a wide range 
of sources and research methods, in particular, analytical literature and author’s research, 
materials for the sustainable development of the country’s economy in the context of global 
transformation processes and post-war recovery, directive materials from various sources, world 
experience in industrial modernization, contributed to a deep understanding of this issue. 
Research and analysis of information testify to Ukraine’s extreme gratitude for the support of its 
partners in this difficult period. Ukraine recognizes that with the help of these partners it can win 
the war and rebuild its country, including the normalization of the ecological situation. Poland 
expressed its support and the Interreg NEXT Poland-Ukraine 2021-2027 Program is aimed 
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at a number of areas, including nature protection, improving the quality of water resources, 
healthcare, and improving the functioning of the Polish-Ukrainian border. According to the 
analysis of the expert discussion of ways to restore Ukraine, it was noted that for Ukraine today 
the economic front is becoming increasingly important, where key aspects of successful 
restoration should be: human potential, attraction of technologies and management experience, 
use of funds provided to Ukraine for recovery, proposed innovative ideas and, together with 
partners of Ukraine, the issues of economic punishment of Russia for the crisis phenomena that it 
created for everyone, in particular, Poland, Hungary, Germany , Great Britain, Italy and other 
countries. The scientific approach to the analysis of the economic situation in Ukraine shows that 
after the war the country should focus on economic recovery through the transition to European 
management standards and rapprochement with the European Union. 
Keywords: post-war economic recovery, ecological component, war in Ukraine, ecocide, 
environmental safety. 
JEL: N40, H56, Q28. 
 

Introduction  

The unique context of modern Ukraine, reflecting the sad reality of war and the need to restore 

the country’s economy, requires serious analysis and understanding of the environmental component in these 

conditions. Due to the brutal actions of the Russian aggressor – merciless destruction of nature, damage 

to infrastructure, hatred towards people – Ukraine has witnessed a large-scale act of ecocide, which 

is equivalent to the consequences of an atomic bomb explosion or an accident at a nuclear power plant. 

The explosion of the dam of the Kakhovka hydroelectric plant, which caused catastrophic consequences 

for the environment and the economy, became a tragic event, causing serious destruction of the economic 

potential of the Kherson region. The dependence of 70% of the local population on the irrigated agriculture 

sector was significant, which was directly affected by the lack of a sufficient water level in the Kakhovsky 

Reservoir. 

The consequences of this tragedy significantly spread to neighboring regions, in particular 

to Zaporizhzhia and Dnipropetrovsk regions, as well as to the Ukrainian Crimea. The extent of damage 

to the environment, the economy, and man-made consequences turned out to be extremely terrible. Due 

to the flooding of many cities, the threat of the disappearance of the National Nature Park 

"Nizhnyodniprovskyi" and large crops of agricultural crops, Kherson Oblast, Zaporizhzhia and 

Dnipropetrovsk were plunged into a wave state of despair and uncertainty. The general economic decline, 

the threat of destruction of agricultural crops and the forced migration of the population arising from 

the impossibility of living in harsh climatic conditions and the lack of jobs are only part of the problems 

that Ukraine has faced since this ecological disaster.  

According to the Ministry of Environmental Protection and Natural Resources of Ukraine, during 

the full-scale invasion by Russia, the amount of environmental damage inflicted on Ukraine as a result 

of the war has increased fivefold, reaching 2 trillion hryvnias as of August 2023. The chronological 

breakdown of environmental damage is as follows: May 2022 – 13.2 billion hryvnias; August 2022 – 

395 billion hryvnias; December 2022 – nearly 1.5 trillion hryvnias in environmental losses; August 2023 – 

2 trillion hryvnias. The growth in the total damage amount continues. A comprehensive picture of the damage 

will be known after the de-occupation of the entire Ukraine, and everything that Ukraine will inherit from 

nature will be a cost borne by future generations, as reported by Minister Ruslan Streltsov (Katsimon, 2023). 

According to Ukrainian environmentalists, "It will take 20-30 years to restore the environment naturally." 

The purpose of the study involves a thorough analysis of the impact of armed conflicts on Ukraine’s 

ecological state, as well as the formulation and development of strategies and recommendations 

for the effective restoration of the country’s economy, taking into account the damages inflicted 

on the environment. The primary objective of this research endeavor is to comprehend the intricate interplay 
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between wartime events, environmental factors, and economic development. Additionally, it aims to devise 

strategies conducive to Ukraine’s restoration and the preservation of its natural heritage for future 

generations, while also implementing effective measures to ensure environmental security and sustainable 

development.  

 

Research Methodology 

Searching for and implementing effective measures for ecosystem restoration, ensuring environmental 

safety, and sustainable development, taking into account the scale of damages and consequences of ecocide 

in Ukraine caused by the aggressor’s actions. This research is based on the utilization of a wide range of sources 

and research methods, including analytical literature reviews, original research studies, materials 

on the country’s sustainable economic development in the context of global transformation processes and post-

war recovery, directive materials from various sources, and insights from global industrial modernization 

experiences. Additionally, it draws from materials related to Ukraine’s support by friendly partners within 

the European Union during emergencies. Addressing the issues of Ukraine’s economic recovery will require 

a systemic approach, scientific analysis of the problem, and the implementation of innovative solutions. 

Through collaborative efforts and coordinated actions, we can overcome these challenges and create a future 

where ecological resilience and economic development go hand in hand. 

Taking into account all the above-mentioned facts, it becomes obvious that the environmental component 

in the conditions of wartime and post-war economic recovery of Ukraine is of indisputable importance. 

The scientific community, government structures and all responsible citizens must direct their efforts 

to the development and implementation of effective environmental strategies. This involves consideration 

of issues of restoration of ecosystems, creation of innovative technologies, ensuring environmental safety and 

implementing sustainable economic practices. Ukraine, as a state, must mobilize all its resources to combat the 

environmental challenges of the war and ensure sustainable recovery of the economy. This requires a high level 

of coordination and cooperation between relevant ministries and authorities, as well as the involvement 

of scientific institutions, public organizations and international partners. Only through careful analysis 

of the causes and consequences of the environmental disaster, development and implementation of effective 

strategies and policies, Ukraine will be able to get closer to the sustainable recovery of its economy and 

the achievement of environmental sustainability. We face the challenge of preserving national heritage, 

protecting nature and creating favorable conditions for future generations. 

As the scientists note, the socio-economic development of the country means the state 

of the environment, the rational use of the available natural resource potential, where ensuring environmental 

safety based on the principles of sustainable development should be the main way of solving environmental 

and socio-economic problems that guarantee proper level of development and living conditions 

of the population (Varlamova & Varlamova, 2017). 

Thus, the ecological component in the conditions of wartime and post-war economic recovery 

of Ukraine becomes a priority task for scientific and power structures. Considering the extent of damage and 

the consequences of ecocide, it is important to take effective measures to restore ecosystems, ensure 

environmental security and sustainable development. This requires a systematic approach, a scientific 

understanding of the problem and the implementation of innovative solutions. Only by working together and 

coordinating efforts can we overcome these challenges and create a future in which environmental 

sustainability and economic development go hand in hand. 

 

Materials and Methods  

The events set in motion by the war and post-war reconstruction in Ukraine resulted in a serious 

environmental problem, which today has a significant impact on the region and the international community. 
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The results of research and discussion of this topic indicate the extreme importance of preserving 

the environment and natural resources, as well as restoring what was lost during full-scale aggression. 

The use of a wide range of research sources and methods, in particular analytical literary and author’s 

studies, materials of sustainable development of the country’s economy in the conditions of global 

transformation processes and post-war recovery, directive materials from various sources, global experience 

of industrial modernization, contributed to a deep understanding of the issue. 

Information provided by the Ministry of Environmental Protection and Natural Resources indicates 

significant environmental damage as a result of the full-scale aggression of the Russian Federation. The cost 

of these damages, which amounts to three trillion hryvnias, as well as the loss of a part of natural resources 

forever, testify to the serious impact of the conflict on the ecological situation. Such actions of the Russians 

have a destructive nature, encroaching on the environment, which, unfortunately, does not recognize borders. 

Among the environmental damages, it is worth noting the pollution of land and air, the loss of forest 

plantations, as well as natural resources. Forests were particularly affected, where about a third of the forest 

territories of Ukraine, which is almost three million hectares, were damaged. Natural diversity 

is also suffering as a result of Russian aggression, with damage to around 600 species of fauna and 

750 species of flora. 

Results and Discussion. Solving the environmental problem in the conditions of war and post-war 

reconstruction is a complex task that requires a comprehensive approach and joint efforts on the part 

of government bodies, scientific institutions, public organizations and international partners. Research and 

analysis of information testify to the extraordinary gratitude of Ukraine for the support of its partners in this 

difficult period. Ukraine recognizes that with the help of these partners it has the opportunity to win the war 

and rebuild its country, including the normalization of the environmental situation. Poland in particular, 

expressed its support and noted that while the Russians are wreaking havoc on the environment in Ukraine 

their representatives continue to actively participate in international organizations aimed at preserving nature. 

This shows that environmental issues have become a silent victim of this war, and a joint call to court is 

necessary to stop Russian military actions on Ukrainian territory (Boron, 2023). Poland also provides 

unprecedented political support to Ukraine in the face of Russian aggression (Kancelaria Prezesa Rady 

Ministrów, 2022). As part of the meeting of the representatives of the governments of Poland and Ukraine, 

a number of bilateral documents were signed, which relate to national memory, environmental protection, 

energy and trade. Issues of rebuilding the country were also discussed, and the Polish government 

unequivocally declared its support for Ukrainian companies in the process of rebuilding destroyed cities. 

These signed documents open the way to strengthening bilateral cooperation between Ukraine and Poland. 

The Interreg NEXT Poland-Ukraine 2021-2027 program is also an important tool for supporting 

Ukraine after the cessation of Russian aggression. This program is aimed at a number of directions, including 

nature protection, improving the quality of water resources, health care, cooperation between 

the administration and local communities, as well as improving the functioning of the Polish-Ukrainian 

border. As part of this program, work on the preparation of projects is already underway, and the first call 

for proposals is scheduled to open in May 2023 (Interreg NEXT Poland – Ukraine, 2023). 

Poland, implementing various support measures, demonstrated its trust and partnership with Ukraine, 

even in the difficult conditions of the war. This is confirmed by such actions as the visits of the prime ministers 

of Poland, the Czech Republic and Slovenia to Kyiv, as well as the speech of President Andrzej Duda 

in the Ukrainian parliament. Poland is ready to continue cooperation and engage in joint projects 

with Ukraine aimed at restoring the country and strengthening bilateral relations. 

In general, the support of partners, in particular Poland, is extremely important for Ukraine in the fight 

against Russian aggression and in the process of restoring the country. This creates positive prospects 

for the restoration of the ecological state and the development of Ukraine as a whole and stable country. 
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In light of the recent events related to the blowing up of the dam at the Kakhovka hydroelectric plant, 

it is important to pay attention to the ruthlessness and brutality of the actions of the Russian army. 

The President of Poland, Andrzej Duda, in his speech in Bratislava noted this problem and called 

for appropriate material and criminal responsibility of the criminals. He noted that the destruction of the dam 

is an example of the ruthlessness of the Russians, who are trying to destroy Ukraine and its future. He also 

called for financial compensation from Russia and the prosecution of the perpetrators of the crimes before 

a specially created tribunal. 

In addition, it is known that seven countries of the European Union (Poland, Austria, the Czech 

Republic, Germany, Switzerland, Norway and Finland) provided assistance to Ukraine in the context of this 

disaster. These countries have shown their understanding and solidarity with Ukraine at this important time. 

Their attention includes humanitarian aid and other means to ensure the development of the region and 

the relief of the humanitarian situation. Director of the Department of Economic Diplomacy of the Ministry 

of Foreign Affairs of Ukraine, Oleksandra Vasylenko, emphasized this fact during a briefing at the "Ukraine-

Ukrinform" media center. 

In this situation, it is important to note that the act of undermining the dam in Nova Kakhovka is 

a terrible tragedy and another example of the brutality of the occupiers, who devastate civilian infrastructure 

and lead to a humanitarian disaster. The condemnation of these acts of brutality and the provision 

of humanitarian aid to Ukraine as a result of the explosion of the Kakhovka hydroelectric plant reflect 

the appropriate attitude of the world community to this act of barbarism. These measures are aimed 

at supporting Ukraine and alleviating the consequences of this disaster, which has serious consequences 

for the region and the local population. 

Scientific research and analysis of such events are important for understanding the causes 

and consequences of conflict, as well as for developing strategies for settlement and prevention of similar 

situations in the future. Accountability and appropriate response to ruthlessness and brutality ensure 

the establishment of truth, justice and peace in the region. 

The scientific analysis of the mentioned information demonstrates the importance of a strategic 

approach and high-quality development of investments in the process of building a new economy space 

Attracting investments and creating a favorable business climate are key factors for restoring the productive 

potential of the economy and ensuring further economic growth, especially in the context of a reduction 

in official international aid. The process of rebuilding a country after a conflict is individual for each country 

and depends on its economic, geopolitical and cultural characteristics. 

An important step for building a new space is the introduction of a strategic approach and the ability 

to properly master investments. The restoration of new production potential of the economy, as well 

as the formation of a favorable business climate, will allow attracting investments and maintaining 

economic growth in the future in the conditions of a reduction in official international aid. Each country’s 

recovery model is individual and depends on its economic, geopolitical and cultural characteristics. 

The All-Ukrainian Forum “SEB-2022” (Obrambalskyi & Kushnirenko, 2023) – cooperation of science, 

education and business for the post-war revival of countries, noted the modern requirements set by leading 

global and domestic companies and employers to institutions of higher education to the quality 

of specialists and their of practical training, which are extremely high. The goals of sustainable 

development, the implementation of the European Green Course in the conditions of globalization and 

climate change, are currently impossible without sufficient investments in education and science. This can 

be achieved only in cooperation with business, joint mastering of new technologies, their improvement and 

creation, involvement of students, young scientists and scientists in these processes.  

A large number of studies by domestic and foreign authors are devoted to the consideration 

of the economic and legal factors of the management system in the context of the post-war reconstruction 
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of the country, aspects of the sustainable development of the country’s economy. Separate directions 

of such consideration, for example: an important trend in the development of the modern world economy, 

as noted in the work (Ukrainian Institute for the Future, 2022) – a new epochal crisis is currently taking 

place, where outright evil has removed its masks and manifested itself in full. Who will stand on the side 

of good? Not all countries have taken a clear position in this war. February 24, 2022 is not only a new, 

larger stage of the Ukrainian-Russian war, which has been going on for centuries, but also the beginning 

of the European civilizational breakdown. The "Marshall Plan" was also about a significant historical 

contribution to the new architecture of the world, which determined the path of its development 

for 80 years. Key features of the State of Emergency regime: determination of resource allocation 

priorities, among which the transformation of the state resource analysis system is a key change 

in the management system. Creation on the basis of the Accounting Chamber of a structure that has full 

and comprehensive information about the real state of affairs: resource base, human potential, effectiveness 

of management decisions, operational analysis and statistics. In matters of post-war reconstruction, 

an urgent issue will be the search and attraction of resources for the restoration of the economy, 

infrastructure, and industry, where the main sources of such resources will mostly be long-term loans, 

to a lesser extent grants, from Western countries, as well as financial assistance through the funds 

of international organizations, in particular the UN, but for targeted programs related to humanitarian aid, 

demining and reconstruction of settlements. Regarding the return of people – according to the Razumkov 

Center survey, 79% of refugees plan to return home. In addition to the loss of population, Ukraine will face 

another challenge – the mass return of people in circumstances when the country is unable to provide them 

with work, income, and in the case of refugees from the war zone, possibly housing. It is emphasized that 

the program to restore the lost infrastructure can become the largest in modern history, will require 

the involvement of huge resources and time, where urgent infrastructure problems must be solved already 

during the war and prepare the basis for large-scale reconstruction after its end.  

According to the research (Stepaniuk, 2022), a long war is observed in Ukraine, which is accompanied 

by an assessment of the damage caused and a search for optimal ways to restore the economy. According 

to the calculations of the Ministry of Economy, the total losses of the economy of Ukraine as a result 

of the war are estimated from 564 to 600 billion dollars. Similar figures were given by the leadership 

of the government of Ukraine. It is worth noting that these estimates are not final, and the recovery 

of the economy will require considerable time. 

The increase in patriotism and national unity, which Ukraine has not seen since 2014, could be 

a window of opportunity to attract the best managers in the public and private sectors with experience in crisis 

management and reforms. As Columbus said, "You will never cross the ocean unless you have the courage 

to lose sight of the shore." The war does not give us the opportunity to return to the past and the usual  

in all aspects of life. Therefore, we have no choice but to move forward to new qualities. Any goals are 

achievable. "After the Victory" can be done. 

According to the expert discussion of ways to rebuild Ukraine, which took place at the round table 

"European integration and war: the economic dimension" in 2022, it was noted that "today, the economic 

front is gaining more and more importance for Ukraine. Without victory on this front will make all further 

military successes of our army difficult. The way to victory lies in the transition of Ukraine to European 

principles of economic management. Therefore, the rapprochement of the economic system of Ukraine and 

the EU becomes a necessary condition for victory in the hybrid war with Russia," Viktor Borshchevskiy, 

an expert of the Agency for Local Economic Development of the Yavoriv Oblast, expressed his opinion. 

One of the important prerequisites for post-war economic reconstruction is the return of people who 

were forced to leave Ukraine. It is important to consider the policy of returning Ukrainians home and 

acquiring the status of a candidate for EU membership, which will open up new opportunities for access 



Evropský Časopis Ekonomiky a Managementu                                  ISSN 2533-4794 (Print); 2533-4808 (Online) 

18 

to financial funds. Involvement of technologies, innovations and experience are also important aspects 

that were noted by people’s deputies of Ukraine. According to the Chairman of the Board of the Institute 

of Economic Research and Political Consultations, Professor Igor Burakovsky: "It is very important 

to show how we will use the funds provided to us for recovery. It is important to propose innovative ideas 

and, together with our partners, raise questions about the economic punishment of Russia for the crisis 

phenomena that it has created for everyone, including Poland, Hungary, Germany, Great Britain, Italy and 

other countries. Such collective demands for reparations can further unite us with our partners. However, 

the main focus of our recovery must not only be money, but also people, because recovery carried out by 

hands and for future generations. The experience of post-war reconstruction of other countries should be 

viewed critically, as it depended on different social and historical conditions. The post-war reconstruction 

of Ukraine should be considered as a large investment project, in which the priority is to carry out reforms 

and define clear criteria for entry to the EU". 

Thus, the scientific approach to the analysis of the economic situation in Ukraine shows that after 

the war, the country needs to focus on economic recovery by transitioning to European management standards 

and rapprochement with the European Union. The return of people, the involvement of technology and 

innovation, and the proper use of financial resources are key aspects of successful reconstruction. It is also 

necessary to learn to be critical of the experience of other countries and to focus on our own reforms and the 

development of clear criteria for joining the EU. The implementation of these measures will help Ukraine to 

go on the path to a new quality and achieve success after the war. 

According to the study of Anna Kondratieva (2022), such recovery is determined by the needs and 

characteristics of specific territories, taking into account the available resources and opportunities. 

Reconstruction of Ukraine’s infrastructure and economy after the war is considered by experts taking into 

account the consequences of the conflict, development ideas are outlined in the Marshall Plan for Ukraine 

(Toms, 2022). Analysis of the experience of countries that successfully recovered after the war, can serve as the 

basis for the development of such a plan that deserves attention and can enter the history books, describing the 

economic miracle. The success of restoration depends on many factors, such as available resources, political, 

economic, legal, social and environmental situations, as well as natural and geopolitical conditions. However, 

the common element of success is external support and effective use of opportunities. 

In modern wartime conditions, the authorities of Ukraine and leading experts are actively discussing 

and considering the ways of post-war renewal of the country, including its settlements, buildings, structures 

and infrastructure. In such a complex matter, not only specialists in construction and architecture, but also 

managers, project management and logistics professionals have an important role. The uniqueness of projects 

for the reconstruction of infrastructural elements in conditions of limited resources requires a systematic 

approach to management. The effectiveness of the project approach to reconstruction processes has already 

been proven. The general methodology of project management and its relevance to Ukrainian society have 

been considered. 

One of the priorities of Ukraine’s post-war development is ensuring economic security. Already today, 

the formulation of recovery priorities provides an opportunity to raise the country to a new level of economic 

development. Granting Ukraine the status of a candidate country for membership in the European Union will 

also motivate the country and its defenders to protect European values. 

Therefore, the post-war recovery of Ukraine’s economy and infrastructure requires a systematic 

approach to project management and development priorities. Taking into account the experience of countries 

that successfully survived the war and achieved an economic miracle, Ukraine can achieve recovery and 

development by attracting external support and using existing opportunities (Kondratieva, 2022). It is also 

important to ensure economic security, adapt to climate change and develop environmental management, 

which will contribute to the country’s sustainable development. 
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In general, solving the above-mentioned tasks requires the joint efforts of economists, government 

officials, specialists from various fields and the entire Ukrainian society. Only thanks to cooperation and 

skillful use of opportunities, Ukraine will be able to successfully go from recovery to sustainable development 

after the war. 

An effective environmental policy, which envisages a holistic and balanced strategy of nature use and 

environmental protection, is considered in work (Drachuk et al., 2022). For the successful implementation 

of such a policy in a market economy, it is necessary to ensure proper attention to management structures 

and real resources. In the modern conditions of the market economy, there are several reasons that determine 

the need to take into account environmental factors. First, environmental performance is becoming 

an increasingly important factor in competition. Secondly, an increase in economic and administrative 

sanctions should be expected for violating the requirements of the legislation in the field of environmental 

protection. 

Taking into account environmental priorities in socio-economic processes is of great importance for 

ensuring international competitiveness and a favorable image of companies. Special attention should be paid 

to the metallurgical sector and other carbon-intensive industries, as they face pressure from environmental 

activists to reduce greenhouse gas emissions. To ensure the achievement of climate equilibrium in the next 

decade, it is necessary to implement new climate-friendly technologies in the production of steel and iron, as 

well as to develop effective policies and incentives for metallurgical plants. 

One of the most important technological tasks of modern production is the complex and rational use 

of raw materials at all stages of processing. Special attention should be paid to the problem of man-made 

waste, in particular ferroalloy slag. In the context of the depletion of ore reserves and the decrease in world 

prices for ferroalloys, companies are forced to look for ways to reduce the cost of production. Therefore,  

it is important to improve the ecological component through complex processing of slag. First of all,  

it is necessary to develop the possibilities of utilization and use of metallurgical production waste,  

in particular blast furnace slag (Drachuk et al., 2021). 

In the environmental issue, we should turn to the preservation of nature, which should happen 

together with all of us, because nature can do everything: feed us with bread, water from its sources, 

surprise us with its beauty. Only she cannot protect herself. Therefore, the sacred duty of nature protection 

rests on the shoulders of those who eat bread, drink its water, are proud of its nature, that is, us. 

It is necessary to protect HER! On issues of nature protection in Ukraine, we refer to individual domestic 

studies carried out by today’s scientists. Thus, in the work of M.V. Andriienko and V.S. Shako (2016), 

the modern market economy requires careful regulation and control of natural resource potential and 

the state of the environment to ensure sustainability and environmental safety. This is the importance 

of a territorial approach in the implementation of environmental policy, the role of systemic management 

through regulation with feedback, and the need to use economic mechanisms to ensure environmental 

security. First of all, it is worth emphasizing the priority of the territorial approach in the implementation 

of environmental policy. This approach makes it possible to take into account the peculiarities of each 

region, since environmental problems can differ significantly depending on the location. The regional 

model of environmental management becomes a key component of the implementation of environmental 

policy at the regional level. The implementation of the state environmental policy depends on a set 

of interacting factors of system management. Feedback regulation is important for improving management 

methods and ensuring the effectiveness of measures in the field of ecology. 

Environmental safety is one of the key components of sustainable development, as noted in the State 

Institution “Institute of regional research named after M.I. Dolishniy of NAS of Ukraine” (Kravtsiv et al., 

2020). To ensure it, it is important to use effective economic mechanisms, such as environmental taxes, which 

are taken into account in European countries. In Ukraine, it is necessary to review the structure 
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of environmental taxes and increase rates in order to create a financial base for the development 

of environmental infrastructure. Environmental safety has its spatially delineated boundaries and depends on 

territorial specificity. Studies show that the ecological condition of the territory of Ukraine differs from that 

of European countries, and it is necessary to take into account these features in the development 

of environmental policy. In conclusion, the implementation of environmental policy in the conditions 

of a market economy requires a comprehensive approach, which includes a territorial approach, systemic 

management through regulation, the use of economic mechanisms and consideration of regional 

characteristics. Ensuring environmental safety is an important goal, and to achieve it, it is necessary to take 

into account the best European experience and improve environmental mechanisms in Ukraine. 

Modern state regulation in the field of environmental protection, according to the work 

of Y. Dmitrieva, S.I. Tereshchenko (2018), requires the presence of an effective system of monitoring the 

state of the environment, which provides the possibility of constant monitoring. Geoecological monitoring, 

based on the application of information technologies, represents a modern form of implementation 

of environmental activities, aimed at assessing and forecasting the state of the environment, the conditions 

of functioning of ecosystems, and making management decisions in order to ensure environmental safety, 

preservation of the natural environment and rational use of nature. Geoecological monitoring involves the 

performance of tasks at different levels: global (biosphere) monitoring, which is carried out at the 

international level; state monitoring, which takes place within each state and is organized by special bodies; 

regional monitoring, which is carried out at the level of large regions; local monitoring, which is carried 

out within individual settlements and at specific enterprises. The main goal of geoecological monitoring is 

to register the state of natural systems, forecast its changes, provide information to management structures 

for timely adoption of measures regarding environmental safety, preservation of the natural environment 

and rational nature management. The structure of geoecological monitoring is characterized by high 

"rigidity". However, this "rigidity" has its advantages, since each subsequent level of monitoring has its 

own operational body capable of summarizing primary information, providing an operational assessment 

of the state of the environment and recommendations for its protection within its territorial scale. This is 

especially important for the local administration, which has to implement recommendations 

for environmental protection in specific territories. Thus, geoecological monitoring acts as a necessary tool 

of state regulation in the field of environmental protection. This surveillance system allows effective 

control and analysis of the state of the environment at various levels and ensures support for rational nature 

management and conservation of natural resources. 

New modern scientists should consider the legal concept of institutional and functional support 

for the formation and implementation of Ukraine’s environmental policy in a broad sense (Feloniuk, 2023). 

This concept includes a system of state, non-state and supra-state institutions (entities) that have a direct or 

indirect influence on the processes of formation and implementation of the country’s environmental policy 

by performing the tasks, functions, duties assigned to them, as well as exercising their rights and powers . 

The modern environmental policy of Ukraine is characterized by the complexity and multifacetedness of its 

institutional and functional support. In this context, the leading role in the regulation of the environmental 

sphere is played by the state, which acts as one of the subjects of the system of institutional and functional 

support for the formation and implementation of the environmental policy of Ukraine. State management in 

the system of institutional and functional support for the formation and implementation of environmental 

policy is considered as the activity of state authorities, including the legislative, executive and judicial 

authorities, which are endowed with the appropriate competence. Judiciary bodies are also considered to be 

subjects that carry out state management in the environmental sphere, as they resolve disputes and conflicts 

related to the use of natural resources and environmental protection. Public participation in the formation and 

implementation of environmental policy in Ukraine is regulated by normative acts, but the practical 
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implementation of these norms and the activity of public representatives in the field of environmental 

protection are insufficiently effective. It is assumed that among the promising priorities for the coming years 

is the activation of public involvement in the formation and implementation of the country’s national 

environmental policy. 

In concluding the consideration of issues of environmental protection of Ukraine, it is appropriate 

to use the results of the research of the young scientist Yu. Krasnova (2018), dedicated to the evolution and 

legal foundations of environmental security, as one of the important branches of environmental law. It is 

noted that the doctrine of the law of environmental security is based on the security nature of the relationship 

between humanity and nature. This is reflected in beliefs, customs, traditions, philosophical and other 

doctrines. The concept of environmental security includes measures to prevent harmful effects 

on the environment, ensure sustainable use of natural resources and preserve nature. Historically, the concept 

of environmental security has been reflected in various cultures and civilizations through beliefs and rituals 

aimed at preserving nature. However, the real evolution of environmental security law took place in the 

20th century. During this period, problems of environmental pollution arose, which required legal regulation. 

Legislation and international agreements have become an important component of the evolution 

of environmental safety law.  

The term "environmental safety" has been introduced into legislation and national policy documents 

by many countries, including Ukraine. This happened as a result of the adoption of resolutions of the UN 

General Assembly in 1986-1987 and national legal acts. Scientific approaches to understanding 

environmental security are divided into two main directions: anthropocentric and biocentric. 

In the anthropocentric approach, the emphasis is on human interests in the context of environmental security, 

while the biocentric approach puts nature and all components of the biosphere at the center of attention, 

placing the main emphasis on their preservation and protection. Basic Principles Environmental security law 

has its own principles and methods of legal regulation. The fundamental principles of this right include: 

prevention of environmental risks, payment for dangerous effects on the environment, compensation 

for environmental damage, access to environmental information, public participation in decision-making, 

as well as international cooperation. 

It is important to understand that environmental safety is of great importance for the preservation 

of the environment, life and health of citizens. The mechanism of legal regulation of environmental safety 

involves the use of various legal measures to ensure environmental safety and prevent environmental threats. 

The enterprises’ own environmental policy and their environmental management systems act 

as a continuation of the national environmental policy. Enterprises not only fulfill the requirements 

of national norms and standards, but also contribute to the implementation of the country’s environmental 

goals, ensuring effective protection of nature and human health. In general, institutional and functional 

support for the formation and implementation of environmental policy of Ukraine is an important element 

of modern management of environmental issues. 

In the context of environmental preservation, sustainable development of enterprises involves 

the implementation of strategies and practices that enable businesses to thrive without compromising 

the ecological balance. This encompasses taking measures to reduce emissions, optimizing resource 

utilization, adopting environmentally sustainable technologies and products, as well as adhering 

to environmental standards and regulations. Enterprises that act responsibly and consider ecological aspects 

in their operations contribute to nature conservation and the creation of a sustainable future for society (Shyra 

et al., 2020). Overall, achieving sustainable development for enterprises in wartime conditions necessitates 

a creative and adaptive approach. It is crucial to consider the conflict’s context and the specific challenges 

it presents, while taking actions to maintain environmental resilience and social responsibility, despite 

the adverse impacts of wartime events. 
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Conclusions. Ukraine is actively working on the development of a national action plan for the recovery 

of the country after the war. The National Council for the Recovery of Ukraine from the Consequences 

of the War was created as a consultative body under the President of Ukraine. Determining priorities 

for the post-war development of Ukraine already today provides an opportunity to bring the country to a new 

level of economic development. According to the words President of Ukraine Volodymyr Zelenskyi, 

the continuation of the war leads to an increase in the cost of protecting freedom not only for Ukraine, 

but also for the whole world. Therefore, preserving unity and working towards victory is the most important 

national task, which will definitely be fulfilled. This opens up opportunities to achieve what previous 

generations failed to achieve, including protecting independence, joining the European Union, and 

establishing Ukraine as one of the most modern countries in the world. 

Ukraine has a powerful potential and an extremely talented people who are capable of achieving great 

flourishing achievements. Through the course of trials and efforts of its citizens, Ukraine deserves peace, 

prosperity and a place among countries striving for democracy, freedom and economic security. 
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Abstract 
The article studies the influence of the special tax regime Diia City on the activity of IT business 
in Ukraine. The results of the analysis of literary sources proved insufficient attention of scientists 
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engaged in computer programming (the predominant type of economic activity in the IT industry 
of Ukraine) were analyzed, as well as the trends of their change during 2013-2022 were revealed, 
which made it possible to make income, cost and financial result forecasts for 2023-2025. 
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of interaction between companies and specialists in the market were identified: "company 
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taxation of their incomes and the existence of additional tax risks. Switching to the Diia City regime 
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Introduction  

The global information technology (IT) market is developing dynamically and according to experts’ 

estimates, it will reach a volume of about 12 trillion US dollars in 2027, showing an average annual growth 

of 7.9% (The Business Research Company, 2023). At the same time, this growth scenario takes into account 

the impact of the military conflict between Ukraine and Russia, which has been ongoing since the spring 

of 2022. 

For Ukraine, the IT market is one of the promising sectors of the economy, along with the agricultural 

sector, the military-industrial complex, and energy. According to official statistical data, with the beginning 

of the military conflict, the share of added value of the IT sector in the GDP of Ukraine has more than doubled, 

but remains at the level of 2-3%, which is many times smaller than the share of the IT sector in the GDP 

of the leading countries of the world. 

In order to regulate IT business activities and increase its role in the economy, a special tax and legal 

regime, Diia City, was launched at the beginning of 2022 (Diia.City, 2023). However, the full-scale war 

in Ukraine did not give an opportunity to fully use the potential of this tool. 

According to the results of 2022, the IT business replenished the budget by UAH 32.2 million of taxes, 

of which only 4.1 billion goes to 451 residents of Diia City (Melnik, 2023). At the same time, among 

the largest taxpayers in this tax regime are product companies (streaming Megogo, Netcracker, game 

developer Plarium and neobank Monobank), and not typical for Ukrainian realities outsourcing companies 

such as EPAM, SoftServe and GlobalLogic. 

 

Literature review 

Issues of IT business activity in Ukraine are of considerable scientific interest. Among recent studies, 

we can highlight the study of the financial potential of the IT industry of Ukraine (Vyhovska, 2022b), 

the essence of business in the field of information technology as an object of financial management 

(Vyhovska, 2023), the determinants of the profitability of IT companies in Ukraine (Polchanov, 2023), 

financial planning in the IT sector (Vyhovska, 2022a), structuring IT business (Lagovska, et al., 2020) and 

other developments. 

The results of the analysis of literary sources on the taxation of IT business in Ukraine indicate 

that scientists have, in particular, evaluated the global experience of taxation in the IT industry (Khomenko, 

et al., 2022), analysed the current domestic legislation regarding the taxation of residents of Diia City, and 

determined the directions for its improvement taking into account international experience (Nazarova & 

Kononenko, 2023). They also revealed the establishment of preferential taxation of the IT industry 

in Ukraine (Hetmantsev & Koval, 2022) and the peculiarities of the legal regime of Diia City. The audit 

of enterprises that have switched to this special tax regime (Mysiuk, et al., 2022), the influence of Diia 

City on attracting investments was investigated (Tyshchenko, 2022). 

 

Unsolved aspects of the problem 

At the same time, quantitative modelling of Diia City’s impact on a typical IT business model remains 

insufficiently researched. 

 

Purpose 

The purpose of the article is to quantify the transition of a typical IT company to Diia City. 

 

Materials and Methods 

The information base of the study was scientific works on IT business in Ukraine, its taxation, as well 

as official statistical information of the State Statistics Service for 2013-2022. 
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Both general scientific and special methods became the methodological basis of the research. 

In particular, economic and statistical methods were used (to identify trends in the main financial indicators), 

modeling and scientific abstraction (to determine the parameters of a typical IT company in Ukraine), 

analogies and comparisons (to compare different tax regimes). 

 

Results  

The main types of mandatory payments paid by the IT business in Ukraine are: 

1) value-added tax (basic rate 20%). Considering that the IT business is mainly export-oriented, 

therefore most of their operations are not subject to this tax; 

2) corporate income tax (basic rate of 18%), which must be paid by enterprises subject to the general 

taxation system; 

3) a single tax paid by representatives of small businesses (the amount of income does not exceed 

1,167 amounts of the minimum wage established by law on January 1 of the reporting year, which makes 

calculations exclusively in cash). Being in the 3rd group of single taxpayers, such enterprises pay only 5% 

of income or 3% of income and additionally value-added tax; 

4) a single social contribution (basic rate of 22%), mainly for wages calculated to each insured person. 

In addition, IT companies act as tax agents for payers of personal income tax and military service. 

Based on the fact that a typical IT business works according to the model of outsourcing or outstaffing 

for foreign clients, the main part of business expenses is paid for the work of specialists engaged for the end 

customer. According to analysts’ estimates, such costs make up 80-85% of total costs (Cherkashin, 2022). 

In view of the issue of optimizing the tax burden, the vast majority are focused on payments to specialists 

that the business engages to provide services to its clients. 

Before the introduction of Diia City to the IT market, there were two main forms of interaction 

between companies and specialists: 

1) Relations in the "company (employer) – specialist (employee)" system. From the point of view 

of taxation, payments in such a system provide for payment from calculated wages to each employee: 

– single social contribution at the rate of 22%; 

– personal income tax at the rate of 18%; 

– military levy at the rate of 1.5%. 

2) The relationship "company (customer) – specialist (independent individual entrepreneur 

contractor)". From the point of view of taxation, payments in such a system involve the payment of: 

– a single social contribution at the rate of 22% of the minimum wage for each individual 

entrepreneur; 

– single tax at the rate of 5% of the calculated amount in favor of contractors; 

Despite the significant tax advantage of the second option, it exposes the business to significant tax 

risks, including the recognition of labor relations, as well as the difficulty in attracting investment and entering 

new markets, as investors evaluate the team, and in the case of subcontracting agreements, it complicates 

negotiations with foreign partners. 

Diia City is a special legal and tax space for IT companies in Ukraine, and generally provides: 

1) reduction of the tax burden on labor income for IT specialists (personal income tax has been reduced 

from the standard rate of 18% to 5%), as well as reduction of the base for calculating the single social 

contribution to the amount of the minimum wage; 

2) the possibility to pay either the traditional corporate income tax, which operates in Ukraine 

at the rate of 18%, or choose the recently introduced tax on withdrawn capital, non-typical for the domestic 

economy, at a reduced rate of 9%. At the same time, enterprises paying income tax in the amount of 18%, 

whose annual income does not exceed UAH 40 million (about 1.1 million of US dollars), will be able 
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to cooperate with the individual entrepreneurs without restrictions during the entire period of operation 

of the special regime. For all other residents, payments to the individual entrepreneurs should not exceed 

20% of total expenses. 

For those companies that will pay tax on withdrawn capital, amounts above the limit will be taxed 

at the rate of 9%. Income taxpayers will have to include in the financial result the costs of the individual 

entrepreneurs, which will exceed the allowed 20%. 

3) the possibility of attracting specialists through GIG contracts – a separate civil law agreement 

that combines aspects of both labor contracts and subcontracting contracts. However, there are certain 

restrictions on cooperation with individual entrepreneurs depending on their annual income and the chosen 

type of taxation (Diia.City, 2023). 

A resident of Diia City can be an operating enterprise registered on the territory of Ukraine, regardless 

of its location and place of business activity, which meets the following requirements (Fig. 1).  

In addition, the Diia City resident is obliged to submit a report on compliance with the requirements 

for such residency for the period from January 1 to November 31 of the previous calendar year to the Ministry 

of Digital Transformation of Ukraine every year no later than June 1 of the year following the reporting year 

(annual compliance report).  

It should be noted that the annual report of the Diia City resident must be checked by the subject 

of audit activity and issued with an audit conclusion, which is also submitted to the authorized body. 

The compliance report must include ((Diia.City, 2023): 

1) assurance of the Diia City resident’s compliance with all requirements defined by the Law 

of Ukraine "On Stimulating the Development of the Digital Economy in Ukraine"; 

2) calculation of the average monthly remuneration for employees and gig specialists (if engaged) 

for each calendar month of the reporting period; 

3) information on the average number of employees and gig specialists (if involved) of the Diia City 

resident based on the results of each calendar month of the reporting period; 

4) data on the size of the share of qualified income of the Diia City resident, received during 

the reporting period, in the total income of the Diia City resident. 

To model the performance indicators of a typical IT company, we used averaged data  

on the volume of products sold and the net profit of enterprises which main activity is computer  

programming (Table 1). 

According to the given data, the total volume of sold products in US dollars (taking into account the 

average official exchange rate of the National Bank of Ukraine in the relevant period) grew by an average of 

16% every year during 2013-2022, net profit – by 26 %, and the number of enterprises on the market – by 

3%. At the same time, the volume of sales of an average statistical enterprise grew by 12% every year and 

net profit – by almost 22%. 

The data for 2022 were used as the basis for modeling the transition of a typical IT company from the 

general taxation system with hired employees (basic option) to Diia City, as well as for comparing this tax 

regime with the option of involving the enterprise in the general system of taxation of individual entrepreneur 

contractors (table. 2). 
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Fig. 1. Basic requirements for residency at Diia City 

Source: summarized by the authors based on (Verkhovna Rada of Ukraine, 2021). 

 

 

  

Basic requirements for residence  

in Diia City 

implementation  

of qualified activities,  

the share of income  

from which is at least 90%  

of the total income  

of the enterprise 

the amount  

of the average monthly 

remuneration  

of the involved employees  

and gig specialists is greater 

than or equal  

to 1,200 euros 

the average registered number 

of employees and gig 

specialists of a legal entity  

is more than or equal  

to 9 people 

1) computer programming, computerization consulting, computer equipment management activities: 

2) release of computer games, as well as other software; 

3) provision of software products, including computer games, in the "online" mode and provision  

of web services for the delivery of software applications; 

4) educational activities in the field of information technologies; 

5) data processing and related activities, except for the provision of infrastructure for data processing  

and hosting and hosting services, and the activities of web portals: 

6) research and experimental developments in the field of natural and technical sciences regarding 

information and information and communication technologies; 

7) conducting marketing campaigns and providing advertising services using software developed  

with the participation of Diia City residents on the Internet and/or on users' devices; 

8) activities of organizers of e-sports competitions, e-sports teams, specialized computer centers  

and/or clubs intended for e-sports competitions, as well as e-sports broadcast studios; 

9) activity of a provider of services related to the circulation of virtual assets; 

10) ensuring cyber security of information and communication systems, software products  

and information processed in them; 

11) design, research, testing activities of technologies and also robotics technologies, devices  

and systems using computerized control systems 
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Table 1 

Sales, Cost of production, Net profit (loss) and number  

of active enterprises with main activity in computer programming  

in Ukraine, during 2013-2022 

Year 
Sales, thousand 

US dollars 

Cost of 

production, 

thousand US 

dollars 

Net profit 

(loss), 

thousand US 

dollars 

Number 

of active 

enterprises 

Average sales 

per enterprise, 

thousand US 

dollars 

Average cost 

of production 

per enterprise, 

thousand US 

dollars 

Average net 

profit (loss) 

per 

enterprise, 

thousand US 

dollars 

2013 1,018,212.15 709,514.14 43,268.70 2668 381.64 265.93 16,22 

2014 1,134,277.08 751,011.24 - 6,515.14 2491 455.35 301.49 - 2.62 

2015 983,545.81 727,714.86 - 19,724.71 2670 368.37 272.55 - 7.39 

2016 1,175,363.39 692,216.21 92,399.67 2450 479.74 282.54 37.71 

2017 1,383,016.77 867,363.78 98,873.08 2909 475.43 298.17 33.99 

2018 1,740,010.77 1,285,171.34 122,134.73 3374 515.71 380.90 36,20 

2019 2,228,898.54 1,626,461.93 137,036.47 4031 552.94 403.49 34.00 

2020 2,509,087.05 1,714,715.86 194,894.78 4393 571.16 390.33 44,36 

2021 3,638,608.05 2,102,962.30 227,473.00 4753 765.54 442.45 47.86 

2022 3,833,609.22 2,668,669.03 346,506.08 3621 1,058.72 737.00 95.69 

CAGR 15.87% 15.86% 26.01% 3.45% 12.00% 11.99% 21.80% 

2023 4,442,037.67 3,091,866.11 436,620.24 3,745.99 1,185.81 825.38 116.56 

2024 5,147,029.21 3,582,173.70 550 169.96 3,875.29 1,328.16 924.36 141.97 

2025 5,963,909.29 4,150,234.19 693,250.00 4,009.06 1,487.61 1,035.21 172.92 

Source: authors’ calculations based on data from the State Statistics Service of Ukraine 

 

At the same time, the definition of the parameters of a typical IT company was based on the following 

assumptions: 

1) the volume of sales for 2022 is equal to the volume of sales of an average enterprise providing 

computer programming services ($ 1,058.72 thousand); 

2) the cost of IT services for 2022 is equal to the production costs of an average enterprise providing 

computer programming services ($ 737,000), and consists entirely of the costs of labor and/or services  

of IT specialists and related mandatory payments to the budget (personal income tax, military levy, single tax 

and single social contribution). 

3) pre-tax profit for 2022 is defined as the net profit of an average enterprise providing computer 

programming services, increased by the amount of corporate income tax at the rate of 18%. Accordingly, 

other expenses are defined as the difference between the volume of sales and the sum of cost and profit 

before taxation. This category of expenses reflects administrative, general management and marketing 

expenses, etc. 

4) the number of employees/contractors was 25 people. This assumption is based on data 

on the distribution of IT companies by the number of employees, according to which 62.3% of companies 

have a team of up to 50 people (IT Ukraine, 2022). 
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Table 2 

The result of modeling the transition of a typical IT company  

to Diia City in 2022 

Index, thousands of US dollars Basic option 
An alternative 

option 
Diia City 

The difference  

between Diia City  

and the basic option 

The volume of implementation 

of IT services 
1,058.72 1,058.72 1,058.72 0.00 

Number of employees/contractors, 

persons 
25.00 25.00 25.00 0.00 

Average earnings  

of an employee/contractor  

after taxes per month 

1.62 1.62 1.62 0.00 

Average salary fund  

(remuneration of IT specialists) 

after tax 

486.30 486.30 486.30 0.00 

All taxes and fees, including: 250.70 37.99 47,48 -203.22 

- Income tax 108.74 0.00 26.01 -82.73 

- military levy 9.06 0.00 7.80 -1.26 

- single tax 0.00 24,31 0.00 0.00 

- single social contribution 132.90 13.67 13.67 -119.23 

Total cost of IT services 737.00 524.29 533.78 -203.22 

Other expenses 205.02 205.02 205.02 0.00 

Profit before taxation 116.70 329.41 319.92 +203.22 

Income tax 21.01 59.29 57,59 +36.58 

Net profit 95.69 270.12 262.33 +166.64 

Tax burden, % 25.66% 9.19% 9.92% -15.74 p.p. 

Notes. The basic option is a general system of taxation with hired employees. An alternative option is 

a general system of taxation with individual entrepreneur contractors 

Source: authors’ calculations 

 

The results of the conducted modeling show that the tax burden (the ratio of taxes and mandatory 

payments to revenue) when switching from the general system will decrease from 25.66% to 9.92%,  

which is actually at the level of the tax burden when using individual entrepreneur contractors instead  

of hired employees. 

Based on the assumption of stability in the medium-term period, i.e. in 2023-2025, the CAGR 

(average annual growth rate) of sales volumes, production costs and net profit, a forecast of the key 

financial indicators of a typical IT company was made in the base scenario, which does not involve 

the transition of the company to Diia City (Forecast1), and in the case of the company’s transition to Diia 

City (Forecast2). This, in its turn, made it possible to calculate the key profitability indicators of a typical 

IT company in Ukraine (Fig. 2): 

1) GPM (gross profit margin) – the ratio of gross profit (difference between sales volume 

and production costs) to sales volume; 

2) NPM (net profit margin) – the ratio of net profit to sales volume. 
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Fig. 2. Profitability indicators of a typical IT company in Ukraine 

Source: authors’ calculations 

 

According to the given data, GPM was at the level of 30% throughout the analyzed period, and NPM 

increased from 4.25% in 2013 to 9.04% in 2022. At the same time, during 2023-2025, according to the base 

scenario, we can expect that the GPM will remain at the level of 30%, the NPM will continue to grow and will 

reach 11.62% by the end of 2025. In case of transition to Diia City, you can expect GPM to increase  

to 49.74% and NPM to 27.47%. 

Comparing business organization alternatives in Ukraine, Diia City is the best option for business 

structuring from an economic point of view, which allows you to minimize tax risks and optimize the tax 

burden. At the same time, comparing the proposed model with the possibility of opening a business abroad 

in EU countries, this regime has a number of disadvantages: 

1) the existence of restrictions on cooperation with individual entrepreneur contractors, which in some 

cases does not make it possible to quickly attract human capital to fulfill business tasks; 

2) ineffective protection of business from the forceful pressure of law enforcement structures. 

An example of which is the case of the MacPaw company, which in February 2023 was accused of violating 

the land legislation (Maksimenko, 2023), and later the corresponding actions of law enforcement structures 

were recognized as insufficiently substantiated (Krytska, 2023); 

3) strict currency regulation. In response to the introduced currency restrictions of the central bank 

under martial law, the difference between the commercial and official exchange rates of the NBU in relation 

to the US dollar (mainly the currency of export earnings) relative to the Ukrainian hryvnia can reach 5%, 

actually reducing the volume of IT services abroad by a twentieth. 

4) lack of an effective mechanism for reserving IT specialists, which increases the risk  

of non-implementation of projects; 

5) significant costs for the organization and implementation of financial work in conditions 

of instability of regulatory and legal regulation. 
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Conclusion 

Diia City is a revolutionary attempt to stimulate the development of the information technology 

industry, which has shown resistance to military and political challenges and has significant potential for 

development in the near future. 

The analysis of official statistical data made it possible to determine the volume of sales, production 

costs and net profit of a typical IT company of Ukraine, as well as to identify trends in the growth 

of the relevant indicators during 2013-2022 and to build a forecast for 2023-2025. 

A detailed study of the features of Diia City made it possible to determine exactly how the application 

of this regime will affect the amount of tax payments of a typical IT company (personal income tax, single 

social contribution, corporate income tax) and its financial result. According to the results of the modeling 

of the IT companies’ transition from the general taxation system with official employment of employees 

to Diia City, a significant positive impact of such a transition on business profitability indicators 

was revealed. 

At the same time, compared to alternatives for business registration in the EU, Diia City has a number 

of disadvantages, typical for the regulation of any business in Ukraine (the existence of restrictions 

on cooperation with individual entrepreneurs, force pressure on business, currency restrictions, 

the complexity of accounting and reporting in conditions of constant legislative changes). 
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nahlédnutí do web-stránky se uvádí v jazyce článku.   
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recommend the following structure of references:  

– Name of author/authors (transliterated); 
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