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The relevance of the topic is due to the strengthening of imbalances in Ukraine’s foreign
trade and the growth of barriers that hinder the realization of its export potential in the
context of global economic and security challenges. The purpose of the article is to assess
the current state of Ukraine’s export activity, identify key barriers to entering new
markets, and substantiate directions for increasing the competitiveness of Ukrainian
exporters. The research methodology is based on the use of statistical analysis of foreign
trade indicators for 2016-2025, comparative analysis of the commodity and
geographical structure of exports, structural and logical classification of barriers, content
analysis of international analytical reports, as well as economic and analytical methods
to assess the impact of global trends on Ukrainian exports. The study found that Ukraine
faces significant logistical, energy, institutional, technical, and financial constraints that
have deepened as a result of the war, the destruction of infrastructure, and changes in
the global economy. A sharp drop in physical export volumes, an aggravation of the
negative trade balance, a decrease in supplies of agricultural and mineral products were
identified, while segments with growth potential were identified - mechanical
engineering, metallurgy, livestock and grain products. The unique result is a
comprehensive classification of barriers to entry into foreign markets, covering both
internal and external factors, and an integrated analysis of export development prospects
in the post-war period. The practical significance of the study lies in the possibility of
using the results obtained to form state export policy, develop enterprise support
programs, determine priority areas of investment, improve logistics and regulatory
infrastructure, and prepare strategies for Ukrainian businesses to enter new markets.

KEYWORDS

economic development, inflation, investments, foreign trade, economic and security
challenges, foreign economic activity.
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AKTya/lbHICTh L€l TeMU NMOACHIOETBCA THUM, L0 B yKpalHCbKIN 30BHIWIHIA TOpPriBii
OCTAaHHIMH pOKaMU JeJjaJli MOMITHIIIMMH CTAlOTh ArcOalaHCH. [lo TOro X 3’SBJSETHCS
Bce Oinbiie 6ap’epiB, fAKi YCKJaJAHIOIOTb BHUKOPUCTAHHSA HAsABHOTO €KCIHOPTHOIO
NoTeHIiasy, 0c06JMBO B yMOBAaX I7106a/1bHOI HeCTabiIbHOCTI Ta 6e3M1eKOBUX BUKJIUKIB.
MeTa cTaTTi noJAAra€ B TOMy, 11106 0XapaKTepu3yBaTH TeNepillHil cTaH YKpaiHCbKOTO
€KCIIOPTY, OKPEeCJUTHU OCHOBHI NIepeINOHHU /Il OCBOEHHA HOBUX PUHKIB | BU3HAYUTH, AKI
KPOKH MOXXYTh NOCUJINTH KOHKYPEHTHI M03ULii yKpaiHCbKUX KOMMNAHIN 3a KOPAOHOM. Y
JIOCJ/IiDKEHHI BUKOPHUCTAHO CTAaTUCTHKY 30BHiIIHBOI TopriBiai 3a 2016-2025 poxy,
NpOBeJIeHO NOPIBHAHHSA TOBapHOI Ta reorpadiyHoi CTPYKTYpU eKCIOpTY, 3/ilCHEeHO
k/1acudikalio 6ap’epiB 3a iX NPUPOZOI0 Ta MOXO/JKEHHAM, a TAKOX IPOaHaJi30BaHO
Mi>)KHapoAHi aHaaiTU4Hi 3BiTU. OKpeMy yBary npu/jizieHo OLiHLi BIJIMBY TIJ1006aJbHUX
eKOHOMIYHUX TeHJEeHLill Ha yKpalHCbKUN eKcnopTHUHM cekTop. [lix 4yac aHamisy
3’siCyBaJIOCs, 1[0 HA PO3BUTOK €KCIOPTY HUHI THCHeE I[iJla HU3Ka GaKTOpiB: JIOTiCTHYHI
TpyAHOILi, Npo6JeMH B eHepreTHYHi cdepi, iHCTUTYLiIHHI OOMeEXeHHs, TexHiuHi
6ap’epu Ta HecTaya piHAHCOBUX pecypciB. 3HaYHA YaCTHHA LIUX NP06JIeM 3arocTpuiacs
Yyepe3 NMOBHOMAcCIITAOHYy BiliHy, pylHyBaHHs iHQpacCTPyKTypHu Ta 3MiHM Ha CBITOBHUX
puHKax. 3adikcoBaHO MOMiTHE CKOpOUYeHHs Qi3UYHUX OOCHATIB MOCTABOK, MOTipIIeHHs
TOProBeJIbHOT'0 6ajsiaHCy, 3MEHIIEHHSI eKCIIOPTY arpapHoi Ta MiHepasbHOI NPOAYKIIil.
BopHoyac € W cerMeHTH, 3JaTHI MNpPOAEMOHCTPYBaTHM 3pOCTaHHA - 30KpeMa
MalIMHOOY/[yBaHHs, MeTaJIyprisi, TBApUHHULTBO Ta 3epHOBUU cekTop. OcobnBicTIO
po6oTH € po3mrpeHa Kiacudikarnis 6ap’epiB BUXo/Ly Ha 30BHIIIHI pUHKH, SIKQ OXOTIJIIOE
i BHYTpIillHi, i 30BHIIIHI YMHHUKH, a TAKOX KOMIJIEKCHUH aHasi3 MOXJHWBOCTeH
PO3BUTKY YKpalHCbKOTO €KCHOPTY Yy MicJAsIBOEHHUH IepioA. [IpakTHUyHe 3Ha4YeHHs
OTPUMaHUX pe3yJbTATiB MOJATaE B TOMY, L0 BOHU MOXYTb CTaTH OCHOBOK JJIA
B/IOCKOHAJIEHHS Jlep>KaBHOI eKCIIOPTHOI MOJIITUKH, po3p06JeHHsI NporpaM MiATPUMKHU
0i3Hecy, BHU3HA4YeHHs I{HBECTHULIHHUX MNpiOpUTETIB, MoJepHi3anii JsoricTuyHoi Ta
perysnsaTopHol iHQPACTPyKTypu ¢ MiATOTOBKM CTpaTerii BUXOAY YKpaiHCbKUX
KOMIaHi{ Ha HOBI pUHKH.

KJ/IIOYOBI CJ/IOBA

€KOHOMIYHHM pO3BUTOK, iHJIALS, iHBECTULLii, 30BHILLHA TOPTiBJsA, EKOHOMIYHI Ta
0e3IeKOBi BUK/JIMKH, 30BHIIITHbOEKOHOMIYHa Ji/IbHIiCTh.
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1. Introduction

In the current conditions of global economic turbulence, the issue of developing Ukraine’s export
potential is becoming relevant. Deepening integration into the world market, growing competition in
the international arena and transformation of global trade chains are creating new challenges for the
national economy. The military aggression of the Russian Federation, the destruction of production and
logistics infrastructure, the restriction of access to traditional markets and the change in geo-economic
priorities force Ukrainian business to look for alternative opportunities for foreign economic activity.
The problem is that, despite its significant resources, industrial and innovation potential, Ukraine faces
anumber of barriers that hinder the effective use of existing opportunities. We are talking not only about
physical and logistical restrictions during the war, but also about non-tariff barriers, technical
regulations, insufficient awareness of enterprises about the requirements of new markets, limited
access to financing, and a low level of export diversification. As a result, domestic companies cannot fully
realize their potential in the international arena. The need for the study is due to the need to form a
holistic understanding of how Ukrainian exporters can successfully adapt to the new operating
conditions, which markets are the most promising in the short and medium term, and what institutional,
regulatory and infrastructural barriers hinder the expansion of export activities.

2. Literature Review

The issue of Ukraine’s export potential occupies an important place in the scientific discourse, but
the results of previous studies show that despite the expansion of the analytical base, significant gaps
remain, especially in terms of a comprehensive assessment of barriers to entry into new markets in the
context of war and the transformation of global supply chains. In the works of R. Y. Savluk [17] and
I. B. Oleksiv and M. D. Mirzoeva [13], it is emphasized that the export potential is not only the basis of
foreign exchange earnings, but also a catalyst for the structural modernization of the economy. The
author establishes that the long-term dominance of the raw material model hinders the development of
processing industries, and the lack of investment in technological renewal makes the national economy
vulnerable to global shocks. The emphasis on the need to switch to the export of products with higher
added value points to a strategic vector, but the work does not fully cover the barriers that emerged
after the Russian invasion, as well as the specifics of access to new markets in Asia and the Middle East.
A. Stavytska and A. Kovalenko [19] focus on the insufficient use of Ukraine’s opportunities in the world
market, determining that non-compliance with standards and limited diversification of export of
products are key factors in the loss of competitive positions. The authors show that the expansion of
exports is possible with more active participation in international programs, infrastructure
development, and increased state support for exporters. At the same time, their study mainly records
pre-war trends and does not take into account the new risks associated with the destruction of logistics
and a sharp change in geo-economic priorities.

In the work of M. V. Savchenko [16] and V. Chemerys [3], it is determined that Ukraine’s
cooperation with the EU countries opens up broad prospects for integration into the internal market of
the European Union, but the uneven trade flows and high dependence on raw materials leave Ukraine
vulnerable to restrictive measures from partners. The author emphasizes that Ukrainian exports do not
realize the potential of participation in the EU value chains, and this, in turn, slows down consolidation
in priority market segments. Despite the valuable findings, the study does not reveal the impact of
military factors on the transformation of trade cooperation and does not provide an answer to practical
adaptation steps. A special place in the scientific field is occupied by studies devoted to sectoral aspects
of export potential. Thus, O. Kovbasa [12] demonstrates that the price competitiveness of livestock
products in Ukraine is a significant advantage in the European market, since the difference in cost in
certain categories reached a two- or three-fold level in favor of Ukrainian producers. At the same time,
the author notes that this advantage is easily offset by the growth of logistics costs, certification
requirements, currency fluctuations and EU quota restrictions. The study outlines the prospects of the
segment, but does not systematize the complex of barriers that form the ultimate competitiveness of the
industry.
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In the works of T. O. Ostashko [8] and I. M. Mushyn, & 1. O. Tarlopov [11], the analysis of grain
exports during the war showed that Ukraine retained its status as one of the key food suppliers, despite
the blockade of ports and a sharp reduction in maritime logistics. The author establishes that the
reorientation to land routes, the launch of “solidarity lanes” and EU support have created a new
infrastructure basis for post-war recovery. However, the study pays less attention to the impact of tariff
and non-tariff barriers that shape the conditions for access to markets in Asia, Africa and the Middle
East. Similar in terms of problems are the conclusions of O. V. Sheremetynska [18] and T. Melnyk [9],
who consider Ukraine as a strategic player in the global grain market. The author emphasizes that the
challenges of the war have caused not only temporary logistical difficulties but also structural shifts in
global supply chains, as Ukraine’s role has become decisive for the stability of food balances in many
countries. The study shows that even a partial reduction in security risks can automatically activate the
demand for Ukrainian grain. However, the work is concentrated mainly on the agricultural sector
without a wider coverage of industrial goods and high-tech export segments. In general, the analysis of
sources shows that the available studies thoroughly describe certain aspects of export potential - raw
material dependence, opportunities for integration with the EU, price advantages of the agricultural
sector, or logistical transformations. However, a comprehensive systematic approach to studying the
interaction of all groups of barriers (institutional, technical, logistics, tariff, energy and financial) in the
context of wartime and the search for new markets is currently lacking. The transition to the production
of products with high added value, the potential of Ukraine’s participation in global production chains,
and practical mechanisms for reducing barriers for exporters have also not been sufficiently studied. It
is these gaps that form the scientific niche that this study fills, offering an integral analysis of the state
of exports, classification of barriers and outlining the prospects for Ukraine’s entry into new
international markets.

3. Problem Statement

The article is aimed at a comprehensive identification of the factors that determine the
opportunities and limitations of the development of Ukrainian exports in the context of the
transformation of world markets. To achieve this goal, the article envisages the following tasks: to
analyze the current state and structure of Ukraine’s exports, to classify the main barriers that prevent
Ukrainian enterprises from entering new markets, and to offer practical recommendations for
improving the efficiency of export activities and expanding Ukraine’s presence in global markets.

4. Methods and Materials

The study of Ukraine’s export potential and barriers to entering new markets was carried out on
the basis of a systematic analysis of statistical, analytical and regulatory materials reflecting the
dynamics of foreign trade, structural changes in production and features of the global market
environment. The materials of the study were official data of the State Statistics Service of Ukraine, the
Ministry of Economy of Ukraine, international organizations (European Commission, World Bank), as
well as analytical reviews and scientific publications contained in the sources [8; 12; 14-18]. All
numerical data used in the text are given in accordance with the information from these sources and
summarized in the form of tables and comparative characteristics.

The methodological basis of the study combines a set of analytical approaches. The statistical
method was used to assess the dynamics of exports, imports, trade balances, physical volumes of
supplies and changes in the commodity and geographical structure of trade, including an in-depth
analysis of indicators for 2021-2025. The comparative analysis was used to establish differences
between pre-war and war trends, identify key shifts, and compare Ukrainian production and price
indicators with European markets (in particular, in the livestock and grain industries). The method of
structural and logical generalization made it possible to identify the main barriers to exports - logistics,
tariffs, non-tariffs, energy, production and institutional - and to determine their impact on Ukraine’s
opportunities to enter new markets.
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5. Results and Discussion

Ukraine’s export potential is formed under the influence of deep integration processes in the
world economy. The country’s participation in global markets opens up new opportunities - but also
exposes the weaknesses of the national economy. GDP dynamics, inflation, unemployment, public debt
and the state of foreign trade demonstrate that domestic demand remains a key driver of growth. At the
same time, it is net exports that ensure the inflow of currency and strengthen economic stability.
However, the structure of exports and imports in recent years indicates a deterioration in the trade
balance, especially after the pandemic and the outbreak of war. Imports grew faster than exports, and
the negative balance has been hitting new records since 2023. This trend poses threats to the future:
pressure on the foreign exchange market, reduced reserves, and increased external borrowing. Without
changes in the structure of trade, Ukrainian goods risk losing competitiveness in new and traditional
markets [17]. The reasons for the decline in export opportunities are well known: war, destruction of
logistics, insufficient state support, weak positions of investment reliability, low level of standardization
and certification of goods, dominance of raw material exports, inflationary pressures and insufficient
diversification of markets. All this together almost paralyzes the expansion of foreign markets and slows
down access to new sales areas.

For example, Ukraine’s export potential in 2016-2019 showed steady growth, but the COVID-19
pandemic sharply reduced trade volumes. In 2021, there was a partial recovery: exports increased to
USD 68.1 billion. USD, which amounted to 138.4% of 2020, while imports reached USD 72.8 billion.
(134%). Despite the positive dynamics, the country ended the year with a negative trade balance of -
USD 4.73 billion, which is only slightly better than -USD 5.14 billion. in 2020. The export-import
coverage ratio rose from 0.91 to 0.94, but remained below the level necessary for macroeconomic
sustainability. In 2021, Ukraine cooperated with 235 countries around the world, which emphasizes the
wide geography of its trade ties. The most powerful markets were China, with exports of $8.0 billion.
(an increase of 12.7%), Poland from USD 5.23 billion. (+59.7%) and Turkey with USD 4.14 billion.
(+70%). The structure of exports remained mainly raw materials: ferrous metals brought USD 13.95
billion. (+81.4%), cereals - USD 12.34 billion. (+31.2%), fats and oils - USD 7.04 billion. (+22,5%). In the
commodity structure of 2021, the share of base metals was 23.5%, plant products - 22.8%, mineral
products - 12.4%, fats and oils - 10.3%, while other products formed 31%. Exports traditionally provide
35-40% of Ukraine’s GDP, and according to the Ministry of Economy, the growth potential reaches 50%.
However, currently 75% of exports are raw materials, which form dependence on global prices and limit
the opportunities to enter new markets. The strategic goal of the state is to change the proportion to the
opposite and reach 75% of exports of finished products and only 25% of raw materials [19].

To restore its export potential and gain a foothold in the promising markets of Asia, the EU, and
the Middle East, Ukraine needs profound structural changes. The priority is the transition from the
export of raw materials to products with high added value. Public investment should support high-tech
industries, the agro-industrial complex, infrastructure and export-oriented small and medium-sized
businesses. It is equally important to integrate into global production chains - it is there that sustainable
sales markets and capital flows are formed [16, p. 95]. As a result, the transformation of the trade
structure is not only an economic task, but also a matter of long-term stability.

Compared to the same period in 2024, in the first half of 2025, Ukraine’s foreign trade
demonstrates contradictory dynamics (Table 1): trade turnover increased by 7.6% and reached USD
58.3 million. However, the export itself decreased to USD 20 million. (-4%), while imports, on the
contrary, increased by 14.8% to USD 38.3 million. USA. This led to a sharp expansion of the negative
balance to USD 18.3 million. The United States is one of the largest in modern history. Russia’s energy
attacks have increased its dependence on imports of gas, coal and electricity, which has sharply
increased external purchases and deepened structural deficits. Against the backdrop of these challenges,
export results show unevenness: agricultural products decreased by 9.5%, mineral resources by 17.8%,
and physical exports as a whole fell by 25.3%. The drop in the supply of energy products (-75.3%) and
crops (-37.1%) was especially significant, due to a decrease in the production of corn, wheat, sunflower,
and rapeseed. Iron ore exports fell to 16.14 million tons (-11.9%), and prices on world markets
decreased by almost 17%. Positive developments were observed in mechanical engineering (+12.8%)
and metallurgy (+5.7%), which indicates the potential for the development of exports of products with
higher added value. However, technological pressure from the United States in the form of 25% duties
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on certain metal products has already begun to affect the dynamics of supplies. The structure of imports
also changed: machinery, equipment and vehicles became the largest category (38.8%), which is
associated with an increase in defense and infrastructure needs. Gas imports increased by 3.6 times,
coal by 2.3 times, and electricity by 1.5 times, while purchases of petroleum products decreased by
16.6%. Geographically, the EU remains the main partner, although its share in trade has decreased from
59.5% to 50.8%. Exports to the European Union fell to USD 11.5 million. (-6.1%), especially due to a
decrease in purchases of food and industrial materials. China has almost halved imports of Ukrainian
goods (-47%), while increasing supplies to Ukraine by 26.8%. Turkey and the United States
demonstrate more stable indicators, but they are also accompanied by significant structural imbalances
[12, p. 1-5].

Table 1. Key indicators of Ukraine’s foreign trade in the first half of 2025, in the context of export

potential and barriers to entering new markets

Indicator Volume/value Dynamics until Significance for Ukraine’s export potential
(I half of 2025) 2024

Trade turnover, | 58.3 million +7,6% Overall trade growth, but at the expense of imports - the

million dollars USA risk of deepening imbalances

Export of goods, | 20 million -4% Falling exports narrow opportunities to enter new

million dollars. USA markets and reduce foreign exchange earnings

Imports of goods, | 38.3 million +14,8% Increased dependence on imports (energy, machinery,

million dollars. USA chemicals) reduces the competitiveness of production

Trade balance -USD 18.3 million Deterioration The largest deficit since independence is a critical

(2024 - 12.5 | obstacle to exports
million)

Physical trading | -18,1% - Indicates a systemic drop in production and logistical

volumes barriers

Physical Exports -25,3% - The deepest drop among the war years: yields | (corn,
wheat, rapeseed, sunflower), destruction of logistics

Export of food and | 56.1% of the | -3.4% Slow diversification; Harvest decline is a threat to export

the agro-industrial | structure stability

complex

Export of mineral | -17,8% - Fall in world prices for iron ore (-16.6%) and a decrease

products in supplies to China (-1.9%)

Export of mechanical | +12,8% + The only fast-growing “non-commodity” export wing -

engineering the potential for new EU/Asian markets

Export of metals +5,7% + Despite the growth, the United States imposed a 25%
tariff, and the threat of market loss

Physical export of ER | -75,3% - Inability to export due to internal shortage and attacks

(fuel and energy on the energy system

resources)

Import of energy | Gasx3.6; Coal x2.3; | +14.6% overall Critical energy dependence constrains domestic

resources E/energy x1.5 production and exports

Import of mechanical | +30.1%  (value), @+ The growth in demand of the defense industry is the

engineering +14.8% physically strengthening of the technology sector.

The EU’s share of | 50.8% (exports - | | from 59.5% A decrease in the volume of trade with the EU despite

trade 57.5%, imports - autonomous trade preferences.

47.3%)

Exports to the EU USD 11.5 million. -6,1% A drop in food (-15.7%) and industrial materials (-4.1%)
means a smaller presence in the key market.

Imports from the EU | USD 18.1 million. -9,3% The negative balance with the EU decreased to -USD 6.6

Trade with China

Turnover 9 million
dollars; exports -

Exports - 47%;
imports +26.8%

million. (due to a drop in imports).
Negative balance - 7.3 million; China ceases to be a
growing market.

847 million;
imports - 8.1
million
Trade with Turkey Turnover 7.3% of | - Exports 859 million (corn), imports 2.5 million; Turkey
total is strengthening its position as a supplier.
Trade with  the | Imports 2.3 | Exports +33% Il quarter - a drop in exports due to a 25% duty on

United States

million; exports 0.5
million

Source: Compiled based on [3; 7; 9; 11-13].

metals; sensitive direction.
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The data presented in Table 1 show that Ukraine’s export potential faces serious barriers - from
energy and logistical instability to trade restrictions of key partners and lower prices on global markets
(Table 2). At the same time, there are also points of growth: expansion of supplies of machine-building
products, development of exports of metals and gradual diversification of the commodity structure. It is
these segments that can become the basis for entering new markets and reducing dependence on raw
material exports. The decline in exports most affected agricultural products, mineral raw materials and
light industry goods, while imports grew rapidly in food groups, chemical products, metallurgy and
mechanical engineering.

Table 2. Classification of the main barriers to Ukraine’s entry into new markets

The essence of the barrier Events Export implications
Institutional
Insufficient  consistency  of | Lack of full industrial visa-free travel; | Difficult access to EU and OECD

legislation with EU standards;
slowness of procedures; weak
support mechanisms

Non-compliance of
Ukrainian goods with
international technical
regulations and standards

some

Destruction of
infrastructure, rising
costs, unstable routes

transport
logistics

Limited access of businesses to
lending and investments,
currency risks

undeveloped systems of state support for
exporters; non-compliance of sanitary and
phytosanitary standards with international
requirements
Technical

The need for modernization of production, the
insufficiency of laboratories for certification,
and the high cost of transition to EU standards

Logistics
Port blocking, high cost of rail and road
transportation, and limited capacity of borders
with the EU

Financial
High interest rates on loans, shortage of
working capital, fluctuations in exchange rates

markets; growth in transaction costs;
delay in certification and registration
of products

Limited access to high-tech markets;
loss of competitiveness; reduction in
exports of finished products

Increase in the final price of goods;
loss of contracts; decrease in
physical export volumes

Non-fulfillment of export contracts;
high cost of production; loss of share
in competitive markets

Source: Based on [1; 2; 4-6].

The export of animal products from Ukraine has significant potential. The main competitive
advantage of Ukrainian manufacturers is lower cost, which leads to lower final prices. For example, in
December 2024, the price of bulls in Ukraine was EUR 1.45/kg, while in the EU countries it was EUR
4.34/kg, that is, 3 times more expensive. Similarly, heifers cost EUR 1.35/kg against EUR 3.37/kg in the
EU (a difference of 2.5 times). Class R pork - EUR 1.95 /kg in Ukraine versus EUR 2.69/kg in the EU. Even
milk, one of the least profitable in Ukraine, shows a significant difference: 0.23 euros/l versus 0.55
euros/l in the EU. The price advantage, however, is significantly offset by a number of barriers.
Producers are facing rising costs for feed, energy, and logistics, which can account for up to 30-40% of
the final export price. Additional costs are created by the need to transition to European quality and
safety standards, which require investments in modernization and certification. Currency fluctuations
also affect contract stability and margins. An important deterrent is the EU customs quotas, which limit
the supply of meat and dairy products from Ukraine. At the same time, the European market is also
creating new opportunities. In 2024, there was a steady increase in prices for livestock products in the
EU: bulls by +1.00 euros/kg, heifers by +0.60 euros/kg, pork by +0.16 euros/kg, milk by +0.08 euros/1.
A separate perspective is the European segment of organic and environmentally friendly products,
where prices are higher by 20-40%, which opens the way for premium positioning [8, p. 25]. Thus,
Ukrainian livestock products retain a strong export potential due to price competitiveness, but
investments in standardization, logistics, digital traceability systems and in-depth processing are
needed to truly expand their presence in EU markets. It is these tools that will turn a price advantage
into sustainable competitiveness and expand access to European markets despite existing barriers.

The launch of the EU’s “solidarity lanes” in May 2022 was a turning point, which not only made it
possible to export 18.5 million tons of Ukrainian agricultural products but also created a long-term
infrastructure base for a new format of cooperation between Ukraine and the EU countries. The
European Commission’s investment of EUR 250 million, as well as an additional mobilization plan of
EUR 50 million, indicates that these routes will be maintained after the war. The ports of Gdansk, Gdynia
and Klaipeda have already shown the ability to work with large batches of Ukrainian grain, and
Romanian Constanta has actually turned into a parallel Black Sea hub. Such multi-vector logistics
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reduces dependence on the Black Sea and forms the basis for sustainable and predictable exports in the
future. The results of the Black Sea Grain Initiative have proven that global demand for grain from
Ukraine remains extremely high. In nine months, 925 ships left the humanitarian corridor, delivering
29.2 million tons of food, of which 14.8 million tons were corn, 8 million tons of wheat and 1.1 million
tons of barley. China purchased 4.9 million tons of Ukrainian corn, Spain - 2.7 million tons, and the
countries of Africa and Asia received 65 % of wheat volumes [14, p.33-35]. These are not random
indicators, but confirmation that Ukrainian grain is integrated into the food balances of dozens of
countries and remains an uncontested resource for the stability of their markets. As soon as the logistical
risks are reduced, these channels will automatically resume the full volume of purchases.

A change in the structure of transport flows is another factor that shapes the prospects for the
recovery of exports. If before the war, 99.1% of grain was transported by sea, then in 2022-2023, the
share of sea transportation decreased to 76%, while rail increased to 19%, and road transportation
increased to 5%. This diversification has become a forced decision, but in the long run, it turns into a
competitive advantage: Ukraine is integrated into the European transport space, and regional hubs in
the Baltic States and Central Europe become part of the long-term export architecture. The global
economy is also creating favorable conditions for the further growth of Ukrainian exports. Before the
war, Ukraine provided 15% of the world’s exports of corn and barley and 10% of wheat. When Ukrainian
volumes fell sharply, the price of wheat increased by 33.5% and corn by 14.7%. This shows that the
global market cannot maintain stable prices without Ukrainian volumes. Even a partial resumption of
supplies has led to price stabilization and a decrease in food tensions. Therefore, in the medium term
(5-10 years), Ukrainian grain will remain a key element of global food systems. Even in the most difficult
conditions, Ukrainian agricultural producers managed to maintain significant export volumes: 25.2
million tons of corn and 11.2 million tons of wheat in 2022. After the war, it is predicted that yields will
increase by 15-25%, restore sown areas by 1.5-2 million hectares, modernize logistics facilities with the
participation of the EU, EBRD and the World Bank, which will bring annual exports to 60-70 million tons
and return Ukraine to the status of one of the three largest grain exporters in the world [15; 18].

The prospects for expanding Ukraine’s export potential directly depend on the transition from a
raw material model to deep integration into European value chains. It is about the production of more
complex products in cooperation with EU companies, gaining access to modern management systems,
technologies and standards. Important steps towards removing barriers are industrial visa-free travel,
mutual recognition of sanitary and phytosanitary requirements, simplification of transit and customs
procedures, and the opening of public procurement markets. The liberalization of transport - road, rail
and water - can also significantly expand the access of Ukrainian goods to EU markets. Even though the
EU’s share in Ukrainian exports and imports has increased significantly after the reorientation from the
markets of Russia and the CIS, this process is also accompanied by negative effects: competition of
European manufacturers is tougher, and requirements for standards are higher. In such conditions, the
key task of Ukraine is to move from the role of a supplier of raw materials to a full-fledged participant
in the EU technological chains, which will not only reduce barriers but also significantly strengthen its
own export potential in new markets.

6. Conclusions

An analysis of the current state and structure of Ukrainian exports showed that imbalances in
foreign trade are deepening. In 2024-2025, exports develop unevenly: physical volumes of sales abroad
are decreasing, while imports are growing rapidly, resulting in a historically large trade deficit. Despite
some positive trends in mechanical engineering and metallurgy, the export structure is still mainly
based on raw materials, which makes the country vulnerable to changes in world prices. The largest
reduction is observed in the agricultural sector, mineral and energy products, which indicates the high
dependence of the economy on logistics, climatic and security factors. The classification of barriers to
entry into new markets has shown that obstacles are complex. The most significant are institutional,
technical, logistical, financial and energy constraints, which are complemented by tariff and non-tariff
requirements from other countries. The war, the destruction of infrastructure, the instability of
legislation, the high cost of production and difficulties in accessing the regulatory systems of foreign
countries create a set of systemic challenges for exporters. At the same time, areas with potential for
development have been identified: mechanical engineering, processing industries, production of
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products with high added value, as well as livestock and grain, where demand on world markets remains
stable. The identified obstacles confirm the need for a deep renewal of the structure of the economy and
the export model of Ukraine. Focus on raw materials reduces the country’s competitive position and
limits its presence in high-margin segments of the global market. Significant logistical and energy
challenges require long-term investments in infrastructure reconstruction, diversification of export
routes and strengthening energy independence. At the same time, it is important to accelerate the
harmonization of technical standards and expand the tools of state support for exporters, especially in
innovative and processing industries. In general, the results of the study prove that with the
comprehensive elimination of barriers, modernization of the economy and reorientation to products
with high added value, Ukraine can significantly strengthen its position in new markets and ensure
sustainable long-term economic growth.
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The article substantiates the relevance of the use of artificial intelligence in the banking
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strengthening of cyber threats. The purpose of the study is to analyze modern Al models
used to detect fraud, manage risks and improve the security of financial transactions, as
well as to compare the practices of their implementation in the USA, Great Britain, EU
countries and Ukraine. The theoretical basis is provided by machine learning methods,
deep neural networks, ensemble algorithms and hybrid Al architectures, capable of
analyzing large data sets in real time and detecting complex behavioral patterns. The
results obtained demonstrate significant differences in the level of technological
maturity of banking systems in different countries. The USA and Great Britain are actively
implementing hybrid models and graph neural networks to detect complex fraudulent
schemes, while EU countries focus on Explainable Al, ensuring compliance with
regulatory requirements. Ukraine focuses on the development of transaction monitoring,
classification algorithms and anomaly detection models, which allows for increasing the
accuracy of risk assessment of operations. It is shown that the use of Al contributes to
reducing the number of fraudulent transactions, accelerating data analysis, optimizing
internal processes, reducing operating costs and improving the customer experience. At
the same time, key barriers to implementation were identified: insufficient explainability
of models, high requirements for IT infrastructure, a shortage of specialists and the need
to harmonize regulatory standards. The conclusions emphasize that the effective
development of intelligent banking systems is possible if technical modernization,
increased regulatory support and the implementation of transparent self-learning
models are combined. This will ensure increased financial security, resistance to modern
fraudulent schemes and the formation of a competitive digital banking environment
compatible with international standards.
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TpaH3aKI[ii Ta MOCWJIEHHS Kibep3arpo3. MeTo AOCHi[PKeHHS € aHa/li3 Cy4acHHUX
mogened I, mo BUKOPUCTOBYIOTBbCA [JI BUABJEHHA LIaxpaiCTBa, yNpaBJiHHA
pYU3MKaMHM Ta IMiJBUILeHHs 6e3nekd ¢iHAHCOBUX omepaLild, a TaKOX MNOPiBHAHHSA
npakTUK ix ynpoBamkeHHs y CIIA, Benukiii Bpuranii, kpaiHax €C Ta YkpaiHi.
TeopeTH4YHY OCHOBY CTaHOBJIATb MeTOJHM MALIMHHOTO HaBYaHHA, IIMOMHHI HEHPOHHI
Mepexi, aHcaM6JieBi ajJropuTMu Ta TibpugHi Al-apxiTekTypu, 34aTHi aHasi3yBaTH
BeJIUKI MacUBU JAHUX y PEXUMi peaslbHOIO 4acy Ta BUSABJATHU CKJaJHI NOBeAIHKOBI
natepHu. OTpuMaHi pe3yJbTaTH [JeMOHCTPYIOTb CYTTEBI BigMIHHOCTI y piBHI
TeXHOJIOTiYHO]I 3piniocTi 6aHKIBCbKUX cucTeM pi3HUX KpaiH. CIIA Ta Besnnka BpurtaHnis
aKTUBHO BIIPOBA/KYIOTh Tri6pufHi Mogeni Ta rpadoBi HeHpoHHI Mepexi s
JleTeKTYBaHHsA CKJIQJHUX IaXpalCbKUX cXeM, ToJi K kpaiHU €EC po6JATh aKLeHT Ha
Explainable Al, 3a6e3meuyioouu BiANOBIAHICTH peryasiTOpHUM BHUMOraM. YKpaiHa
30Cepe/KYETbCA Ha  PO3BUTKY TpPaH3aKLiHHOrO MOHITOPUHIY, a/JrOpUTMIiB
kaacudikarii Ta MoJiesiel BUSIBJIEHHSI aHOMaJTiH, [0 JJ03BOJISIE MiIBUIYBaTH TOYHICTh
OL[IHKK pU3UKOBOCTI onepaniil. [lokazaHo, mwo BukopuctaHus LI cnpusie 3MmeHUIeHHIO
KIJIBKOCTI IIaxpalCbKUX TpaH3aKIid, NPUCKOPEHHI0 aHa/li3y JaHuX, ONTHMisanii
BHYTPILIHIX MPOLeCiB, 3HUXKEHHIO ollepallilHUX BUTPAT Ta MOKpPaAIlleHHI0 KJIiEHTCbKOTO
JocBigy. BopHouac BUfABJEHO KJOYOBI 06ap’epd BNPOBA/KEeHHS: HeJO0CTATHIO
MOSICHIOBAHICTh MoJiesiel, BUCOKiI BUMoOTH 0 IT-iHdpacTpykTypH, fediuuT daxiBiiB Ta
noTpeby y rapMoHisanii HOpMaTUBHUX CTaHJAPTiB. Y BUCHOBKaX MiJKpeECJeHO, II10
epeKTUBHUU PO3BUTOK iHTENEKTya/IbHUX GAHKIBCBKHUX CHCTEM MOXXJIMBHUH 3a YMOBH
[IOEJHAHHA TeXHiYHOl MoJepHi3anii, IOCUJIEeHHS peryJaTOpHOl NiATPUMKHA Ta
BIPOBa/)KeHHsI NMPO30PHUX CaMOHaBYaJbHUX MoJeJsel. lle 3a6e3neuynTh NifBUILEHHSA
dinaHcoBoi 6e3nekH, CTIHKICTb [0 CydyacHUX IIaxXpalicbKux cxeM i ¢opmyBaHHS
KOHKYPEHTOCIPOMOXHOTO I11MdpoBOro 6GaHKIBCHKOrO cepejioBHIA, CyMiCHOro 3
MDXHapOAHUMHU CTaHAAPTAMU.

K/IIOYO0BI C/IOBA

HITYYHUH iHTeNIeKT, 6aHKiBCcbKa cdepa, 3acTocyBanHs I, maxpaicTBO, pU3HKH,
6aHKiBCbKi onepaii, migxoau fo 3actocyBanHs 1.
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1. Introduction

The purpose of this article is to study modern methods of applying artificial intelligence in the
banking sector, in particular in the direction of fraud detection, risk management and improving the
security of financial transactions [1; 2; 17]. The relevance of the study is determined by the rapid
development of digital technologies and the need for banks to ensure a high level of reliability in the face
of growing cyber threats and an increase in the number of online transactions [12].

Theoretically, the application of artificial intelligence in the banking sector is based on the use of
machine learning, deep neural networks, classification and forecasting models, which makes it possible
to automatically analyze significant data sets [2; 10]. These technologies recognize complex behavioral
patterns of customers, provide credit risk assessment, and make it possible to monitor transactions in
real time [7; 9]. An important characteristic of modern Al systems is the ability to self-learn, which
determines their adaptability and increased accuracy of decisions in the process of data accumulation
[10; 15].

The rapid digitalization of the financial sector has led to a sharp increase in the volume of online
transactions, which, in turn, has increased the level of financial and cyber risks [12; 23]. Traditional
approaches to threat detection have shown a limited ability to provide adequate speed and accuracy of
response in a situation where transactions are executed instantaneously, and the amount of data
increases. That is why artificial intelligence has become a key tool for strengthening financial security:
it allows you to identify the slightest anomalies and block suspicious transactions even before damage
is caused [7; 10].

Within the framework of this goal, it is important to comprehensively study how modern artificial
intelligence methods are used in the banking sector, in particular for fraud detection, risk management
and improving the security of financial transactions, as well as which approaches demonstrate the
highest effectiveness in different countries. In 2023-2025, the most common were machine learning
models for scoring, deep neural networks for anomaly detection, and combined Al architectures
combining fraud detection, risk forecasting, and behavioral analytics [1; 10]. The development of these
technologies is uneven: countries with a high level of digital maturity demonstrate more active
implementation of automated solutions, while financial institutions in Ukraine focus mainly on
improving the accuracy of transaction monitoring systems and integrating anomaly models into cyber
defense systems [7; 23].

2. Literature Review

Today, one of the key areas in the Ukrainian scientific discourse is the study of modern methods
of applying artificial intelligence in the banking sector, in particular in the direction of fraud detection,
risk management and improving the security of financial transactions. The increased digitalization of
the financial sector has led to a sharp increase in the volume of online transactions, which, in turn, has
increased the level of financial and cyber risks. In the modern scientific literature, the issue of the use
of artificial intelligence in the banking sector is considered in the works of such researchers as M.
Alhaddad [2], R. Abbasov [1], authors of financial and technical studies in the field of credit scoring and
anti-fraud systems [7; 9; 10; 23], as well as scientists who analyze trends in the development of digital
technologies and their impact on risk management of banking institutions [12; 17]. Researchers
highlight the growing role of machine learning, deep neural networks, predictive models, and hybrid Al
architectures in fraud detection, credit risk assessment, and increasing the cyber resilience of financial
infrastructure. At the same time, despite a significant array of works, comprehensive studies that would
simultaneously cover the development of artificial intelligence methods, their effectiveness in 2023-
2025. and implementation challenges in different countries are still lacking. This determines the need
for an in-depth analysis of modern approaches and practices that form the basis for the effective and
safe use of Al in the banking sector [17; 18; 25].
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3. Problem Statement

Despite the rapid spread of artificial intelligence technologies in the banking sector, there are still
a number of unresolved issues that limit the effectiveness of their application. First of all, we are talking
about the lack of transparency and explainability of algorithms, which complicates their use in the field
of credit scoring and risk management. A significant problem is also the growth of cyber threats, which
require adaptive models capable of quickly detecting complex fraudulent patterns in the face of a large
number of transactions. In addition, there is an uneven level of technological maturity in different
countries, which affects the pace of implementation of Al solutions and the quality of cyber defense.
Limited opportunities for scaling intelligent systems, a shortage of specialists, the need to modernize IT
infrastructure and harmonize algorithms with regulatory requirements remain relevant for Ukraine.
Together, this creates a need for a comprehensive analysis of modern Al methods, assessment of their
effectiveness and determination of directions for further development in the financial sector.

4. Methods and Materials

The methodology of research on the use of artificial intelligence in the banking sector is based on
a combination of quantitative and qualitative methods of analysis, which provides a comprehensive
disclosure of the problem. In the course of the work, a systematic and critical review of scientific
publications, analytical reports of international financial organizations, regulatory documents and the
results of modern empirical research on fraud detection, risk management and financial security using
Al technologies was systematized and critically reviewed. This approach allows us to cover both general
theoretical aspects of the functioning of intelligent systems and practical cases of their use in the world's
leading banking institutions.

Particular attention is paid to the analysis of algorithmic approaches used in financial institutions:
machine learning, deep neural networks, combined architectures, and Explainable Al. Quantitative
methods are used to compare the performance of different groups of models, evaluate accuracy, data
processing speed, and the ability of algorithms to detect anomalies in transactional flows. The
qualitative analysis covers the assessment of the practices of implementing intelligent systems in
different countries, their compliance with regulatory requirements and the peculiarities of integration
into the internal processes of banks.

The methodical approach is complemented by an analysis of international cybersecurity
standards, current trends in financial digitalization, and banks' adaptation practices to growing cyber
threats. The combination of analytical, comparative and predictive methods provides an opportunity to
comprehensively assess the potential of Al, identify key risks of its application and form scientifically
based recommendations to improve the security and efficiency of banking operations.

5. Results and Discussion

Comparison of approaches allows us to highlight common and distinctive features of the
introduction of Al in the banking sector (Table 1). In the US and UK, hybrid models combining machine
learning and graph neural networks are actively used to detect complex financial fraud schemes, while
EU countries are focusing on Explainable Al models to ensure compliance with regulatory requirements
[9; 17]. Ukraine demonstrates an increase in the use of transaction classification algorithms and
behavioral models that allow for automatic assessment of the riskiness of client transactions in real time
[7; 15].

Table 2 shows that the level of development of artificial intelligence technologies in the banking
sector differs significantly between the studied countries, which is due to both the technological
maturity of financial systems and regulatory requirements. The data shows that the US and UK
demonstrate the highest level of integration of deep neural models and hybrid architectures aimed at
detecting complex fraudulent patterns and improving behavioral analytics. The countries of the
European Union pay more attention to the interpretation of algorithms and compliance with regulatory
norms, which affects the choice of models and the pace of implementation. Ukraine occupies an
intermediate position: the implemented solutions effectively provide real-time monitoring of
transactions, but the level of scalability and technological complexity of the models is still inferior to the
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leading financial systems. This means that the further development of the Ukrainian banking sector
requires strengthening the infrastructure for working with big data, expanding the use of hybrid models
and deepening the use of self-learning algorithms, which will increase resilience to modern fraudulent
schemes and form a level of security comparable to international standards.

Table 1. Comparison of the use of Al methods in banking systems of different countries
in 2023-2025

. s Implementation Features of
Country Main applications of Al | Types of models Rate development
UKraine fraudulent transaction ML classification, medium focus on transactional
detection, risk anomaly models monitoring and
management, adaptive systems.
cybersecurity
USA fraud-detection, credit deep networks, high emphasis on high-
scoring, anti-fraud graph neural precision hybrid
monitoring of big data networks models.
United AML control, risk explainable Al, very high priority of regulatory
Kingdom forecasting, automated | ensemble-models compliance and
scoring transparency of
algorithms.
EU creditworthiness XAI models, ML medium-high strict regulations,
countries(total | assessment, transaction regressions interpretation
) monitoring requirements.

Source: Compiled by the authors based on [1; 9; 12; 7; 15; 17].

In addition to countering fraud, Al plays a crucial role in the comprehensive management of credit,
operational, and cyber risks [1; 2; 9]. Machine learning algorithms in credit scoring use a wider set of
parameters than traditional methods, which increases the accuracy of predicting default [9; 19]. In the
field of operational risks, Al constantly monitors internal processes and detects system errors. In
cybersecurity, intelligent systems form multi-level protection, which makes it possible to respond to
threats before they are implemented [12; 23]. In the Ukrainian banking sector, these technologies are
also widely used, which indicates the market's focus on the modernization of risk management and
compliance with international standards [13; 19; 20].

Table 2. Key benefits and expected effects

Advantage Description / expected effect
Reduction of fraudulent Al algorithms detect anomalous transactions and fraudulent schemes
transactions in real-time

Increase the speed of transaction Automatic analysis of large data sets allows you to respond to threats
analysis instantly

Ability to work with large Al processes historical and current data, ensuring the accuracy of

amounts of data predictions

Reducing operating costs Automation of routine processes reduces the need for manual labor
and resource-intensive checks

Improving customer experience Customized solutions and quick response increase customer
satisfaction

Improve system reliability and Predictive models allow you to prevent risks and optimize

stability management processes

Source: Compiled by the authors based on [7; 9; 10].

Table 3 shows that the use of artificial intelligence in banking institutions provides a simultaneous
increase in security, transaction processing speed, forecast accuracy, and efficiency of internal
processes. This means that the implementation of machine learning algorithms and self-learning models
allows banks not only to quickly detect fraudulent transactions and minimize financial risks, but also to
optimize resources, increase the stability of systems, and improve the quality of customer service. Thus,
the key benefits of Al together form the basis for more reliable, faster and predictable operations of
financial institutions, which is critically important in today's digital environment [7; 9; 10].
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Table 3. Comparison of key trends

Level of application

Country/Region of Al Key tools Key results
USA high Explainable Al, deep learning, | Maximum accuracy of models,
centralized anti-fraud minimization of fraud
platforms
United Kingdom high Predictive analytics, ML Risk | Risk forecasting and approval
Management automation
EU Medium-high Regulatory Focus on Increase system resilience and
Explainable Al, Cyber Defense solution transparency
Ukraine medium, with an ML models in transactional Improving the efficiency of
upward trend monitoring, automated scoring operations and adapting to

international standards
Source: Compiled by the authors based on [12; 17; 19; 20; 23].

The analysis of global trends indicates the active digital transformation of financial institutions in
countries with a high level of technological maturity, primarily in the United States, Great Britain, and
the EU countries. In these countries, the key ones are the deployment of Explainable Al, the use of
centralized platforms for exchanging information about fraud, as well as the widespread use of
predictive models in credit scoring [12; 23].

Ukraine, despite the war and the complexity of economic conditions, is demonstrating a dynamic
movement towards the modernization of banking technologies. NBBs are actively implementing
automated transactional monitoring platforms, using deep learning elements in risk analysis systems,
and gradually integrating model transparency requirements in line with European standards [19; 20].
At the same time, the level of digital infrastructure and investment is inferior to the leading countries,
which necessitates further reforms (Table 4).

Table 4. Comparative Performance of Al Algorithms for Banking (2023-2025)

Algorithmic group Characteristics Strengths Limitations
Logistic Regression, | Linear and basic ML High transparency, auditability, Lower accuracy for
Decision Trees methods speed complex anomalies
Random Forest, Multifactor High accuracy and stability, noisy Not always suitable
Gradient Boosting ensemble methods data handling for real-time
ANN, LSTM, CNN Deep Learning Highest accuracy, detection of High cost, low
complex patterns, work with big data explainability
Hybrid models Integration of Maximizing accuracy, adaptability Complexity of
(SEM+ANN, multiple approaches implementation and
ML+rule-based) maintenance

Source: Compiled by the authors based on [1; 7; 9; 10; 15].

The data in Table 4 demonstrate that different algorithmic approaches to applying artificial
intelligence in the banking sector have their own advantages and limitations. This means that the choice
of a specific model depends on the tasks and priorities of the banking institution: basic ML methods
provide transparency and speed, but are inferior in accuracy in complex anomalies; ensemble methods
increase the accuracy and stability of data processing, but are not always suitable for real-time work;
deep learning allows you to identify complex behavioral patterns and process large amounts of data, but
requires significant resources and has low explainability; Hybrid models combine the advantages of
different approaches, providing maximum accuracy and adaptability, but make implementation and
maintenance difficult. Thus, in order to achieve efficiency in fraud detection, risk management and
ensuring the security of financial transactions, it is advisable to apply a combination of methods adapted
to the specific context of the bank [1; 7; 9; 10; 15].

Our latest survey shows that a higher proportion of respondents report the use of Al by their
organizations, even though the majority have not yet scaled the technology. The proportion of
respondents who say their organizations use Al in at least one business function has increased since our
research last year, with 88 percent reporting regular use of Al in at least one business function, up from
78 percent a year ago. But at the enterprise level, the majority are still in the experimentation or piloting
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phase (Figure 1), with about a third reporting that their companies have begun scaling their Al
applications.
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Figure 1. Use of Al by organizations
Source: Compiled by the authors.

According to McKinsey's global surveys on the state of artificial intelligence, 2017-2025 [26] the
use of artificial intelligence continues to grow.

At the same time, the implementation of Al requires taking into account a number of related
challenges. One of the key issues is to ensure transparency and explainability of algorithms, which is
critical for minimizing model bias in lending or risk assessment [1; 17]. It is also important to comply
with the regulations for the protection of personal data in accordance with the GDPR and national
legislation. For the effective operation of the systems, banking institutions need trained personnel
capable of developing and monitoring models, as well as a modernized IT infrastructure that will ensure
the continuity of the functioning of numerous data analysis systems [19]. Regular audit and control of
models remain a prerequisite for reliability and security [7; 12].

In international practice, the systematic application of Al has already become the foundation for
the development of financial institutions, where countries with a high level of digitalization are actively
implementing Explainable Al, standardized protocols for exchanging threat information, and national
cyber defense platforms [7; 12; 23]. Compared to such states, Ukraine is moving in the appropriate
direction, but it needs further improvement of the regulatory framework, investments in digital
transformation and the unity of interbank standards [19; 20].

Artificial intelligence not only increases the level of security but also forms new strategies for the
development of the financial sector, ensuring the competitiveness of banks in a dynamic digital
environment [7; 12; 23]. Realizing the potential of Al requires a comprehensive approach that includes
algorithm transparency, staff training, infrastructure modernization, and compliance with data
protection standards. Studies for 2023-2025 unanimously confirm that Al is becoming a strategic factor
in the development of financial systems and one of the most effective tools for ensuring their resilience
[9; 12; 15].

A comparative analysis of machine and deep learning algorithms and international practices
confirms that the strategic direction of the banking sector development is a combination of high
accuracy of models in compliance with the requirements for transparency and cybersecurity, modern
methods of machine and deep learning create significant opportunities for improving the efficiency of
risk management, optimizing operations and ensuring the financial stability of banks.

Al-powered chatbots and virtual assistants provide round-the-clock support, personalized
financial advice, and faster transaction processing, improving customer experience and operational
efficiency [8; 24].

Mobile banking and augmented reality improve customer engagement and satisfaction by offering
convenient and interactive banking solutions [8].
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Artificial intelligence systems analyze large data sets to detect suspicious activity in real time,
which significantly increases the accuracy of fraud detection [8; 16; 24].

Artificial intelligence improves risk management by analyzing transaction data to identify
patterns and anomalies, thereby improving credit risk assessment and overall risk management [3; 13;
14; 16].

Artificial intelligence uses machine learning and predictive analytics to predict market trends,
optimize investment portfolios, and provide customized recommendations for financial products [11;
24].

Artificial intelligence aids in making decisions about loans and credits by accurately assessing
creditworthiness, thereby providing better access to credit for underrepresented groups [22; 24].

Artificial intelligence automates repetitive tasks, reducing operating costs and errors, while
increasing efficiency [6; 21].

Al systems predict potential system failures and trigger emergency alarms, ensuring smooth
banking operations [8].

Artificial intelligence is expected to continue to expand in the banking sector, with new
technologies such as federated learning, quantum computing, and blockchain further revolutionizing
risk management and operational practices [5].

Artificial intelligence is likely to enable the provision of more personalized banking services,
increasing customer loyalty and competitive advantages for banks [4; 20].

Leading countries are already moving to integrated risk management platforms that
simultaneously cover transaction analysis, scoring, and financial threat forecasting [12; 17]. Ukraine is
moving in the same direction, but needs to further expand investments in digital infrastructure, staff
training, and develop regulatory mechanisms for Explainable Al regulation [19; 20].

Artificial intelligence (Al) is significantly transforming the banking sector, increasing productivity,
reducing costs, and improving customer satisfaction.
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Figure 2. Key Applications and Impact of Al in Banking
Source: Compiled by the author based on data from [3; 8; 16; 19; 24].
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6. Conclusions

The study confirmed that artificial intelligence is becoming a key tool for improving the security,
efficiency and resilience of banking systems in the world. Analysis of modern models has shown that
machine learning, deep neural networks, ensemble algorithms, and hybrid Al architectures provide a
significant increase in fraud detection accuracy, improved risk forecasting, and optimization of financial
institutions' internal processes. A comparison of the practices of different countries showed significant
differences in the level of technological maturity and regulatory approaches: the US and the UK
demonstrate the highest level of integration of complex models, the EU countries focus on interpretation
and compliance with regulatory requirements, while Ukraine focuses on the development of
transactional monitoring and adaptive anomaly detection systems.

The results of the study confirm that the adoption of Al provides a reduction in fraudulent
transactions, increased data analysis speed, reduced operational costs, and improved customer
experience. At the same time, a number of barriers have been identified, including insufficient
explainability of models, high requirements for IT infrastructure, a shortage of qualified specialists, and
the need for harmonization of regulatory standards. These factors are holding back the scaling of
intelligent systems, especially in countries with less developed digital infrastructure.

Summing up, it can be argued that the further development of banking intelligent systems
requires an integrated approach that combines technical modernization, improvement of the regulatory
environment, development of human capital and the introduction of transparent self-learning models.
The implementation of these conditions will contribute to the formation of a high-level financial
security, increasing the resilience of banks to modern cyber threats and ensuring competitiveness in the
international financial market.
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The relevance of this study is due to the fact that medical institutions are now forced to
quickly adapt to large-scale digital transformation. This process has a profound impact
on the healthcare management system and poses new challenges for managers. The
article aims to identify the management challenges that medical institution managers
face when implementing digital technologies, as well as to identify approaches that can
help effectively overcome these difficulties. The methodological basis of the study
includes systemic, structural-functional, comparative and analytical methods, which
made it possible to comprehensively analyze the organizational, personnel and
technological aspects of digitalization. In the course of the work, it was found that digital
transformation actually forms a new management paradigm for managers, in which they
have to simultaneously think strategically, understand technologies and work with
personnel development. The study made it possible to identify key barriers to
digitalization: insufficient digital literacy of employees, limited resources and the
complexity of integrating new information solutions into already established processes.
The level of readiness of medical institutions for digital changes turned out to be
heterogeneous and largely depends on the type of institution and its resource capacity.
Special attention is paid to the analysis of management models that contribute to
successful digital transformation, in particular, change management models and the
practice of forming interdisciplinary teams. The practical value of the study lies in the
possibility of using its conclusions to form strategies for the digital development of
medical institutions, improve management decisions, train managers to introduce
innovations and increase the efficiency of organizational processes. The results obtained
allow us to consider digitalization not only as a technological process, but as a complex
management transformation.

KEYWORDS

information systems, management solutions, new interaction formats,
organizational conditions, changes in the external environment, personalized offers.
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AKTyasIbHICTBD LILOTO [JOCJi/KEHHS NOB’SI3aHA 3 THUM, IO MeAWYHi YCTAaHOBU HUHI
3MyIIeHi IIBUAKO aJlalITyBaTUCS [10 MacTabHoI uudpooi TpaHchopmMarii. e npouec
IJIMO0KO BIJIMBA€E Ha CUCTEMY YIPaBJiHHS B OXOpPOHi 3/0pOB’Sl Ta CTaBUTb INepej
KepiBHMKaMU HOBI 3aBJjlaHHA. MeTOl0 CTaTTi € BUSBJIEHHS YNIPaBJIiHCbKUX BUKJ/IMKIB, 3
SIKUMM CTUKAIOTbCS KePiBHUKU MeJUYHUX 3aKJIaZiB MiJ yac ynpoBaaKeHHs [UPPOBUX
TEXHOJIOTi, a TaK0oX BHU3HAYeHHs NiAX0AiB, 1[0 MOXYTb JONOMOITH edeKTHBHO
noZoJIaTH Li TpyAHoul. MeTozoJsioriyHa 6as3a JOC/TiIKEHHS OXOIUIE CHUCTEMHHUH,
CTPYKTYPHO-OYHKI[IOHAJIbHUH, TOPiBHAJbHUHN Ta aHATI TUIHHUA METO/IH, 10 1AJI0 3MOTY
KOMILJIEKCHO TpoaHasi3yBaTH OpraHisaliiiHi, KaJpoBi Ta TEeXHOJIOTIYHI acneKTH
pudposisanii. Y xoni pobotu 3’sicoBaHo, mo unudpoBa TpaHchopMalis GaKTUUHO
dopMye /151 KepiBHUKIB HOBY YIIPaBJIiHCbKY IapaJUTrMy, ¥ sIKill JOBOAUTHCS OHOYACHO
MUCJATU CTPATEriyHoO, PO3YMITHCA HA TEXHOJIOTIAX Ta IpaLloBaTH i3 pPO3BUTKOM
nepcoHasy. JlocaipkeHHST [aJio MOMJIMBICTB BHUOKPEMHUTH KJIIOYOBI 06ap’epu
nudposisanii: HegocTaTHIO MPOBY rPaMOTHICTh NpaL|iBHUKIB, 06MeXeHiCThb pecypciB
Ta CKJIaJHiCTh iHTerpauii HoBux iHpopMaLiHHUX pillieHb ¥ BXKe HaJlaroJpkeHi npouecy.
PiBeHb rOTOBHOCTI MeMYHUX YCTAHOB [0 UPPOBUX 3MiH BUSBUBCS HEOJHOPIJHUM i
3HAYHOI0 MipOI0 3a/1EXKUTD BiJ] TUMY 3aK/1a/ly Ta HOT0 pecypcHOI cnpoMoKHOCTi. OKpeMy
yBary npu/ijieHo aHasi3y ynpaBaiHCbKUX MoJeJiel, IKi cIpUsiloTh yeniHii uudposii
TpaHcopmallii, 30kpeMa Mozesiell ynpaBJliHHA 3MiHaMU Ta NpPaKTUKH GOpMyBaHHS
MDKJUCUMIIIIHADHUX KOMaHZ. [lpakTW4yHa LiHHICTD JOCHIIKEHHS TMOJIArae y
MOXXJIMBOCTi BUKOPHUCTAHHS WOro BUCHOBKIB /11 popMyBaHHS cTpaTerid nuppoBoro
PO3BUTKY MeJWYHHUX 3aKJafiB, BAOCKOHAJIEHHs YNpPaBJIHCbKUX pillleHb, MiATOTOBKHU
KepiBHUKIB [0 3anpoBa/pKeHHS iHHOBaLiMl Ta migBULleHHd epeKTUBHOCTI
opraHizaniiiHux mnponeciB. OTpuMaHi pe3y/abTaTH [JO3BOJISIOTH  PO3IJAAATHU
nudpoBsisaliito He JMIle K TEXHOJIOTIYHUM Mpolec, a K KOMILJIEKCHY yIPaBJIiHCBKY
TpaHcdopmallito.

KJ/IIOYOBI CJIOBA

iHpopMarlliiHi cucTeMH, yNpaBJiHCbKI pillleHHd, HOBi ¢dopMaTH B3aEMOJII,
opraHisaniiiHi yMoBH, 3MiHM 30BHILIHBOI'O CEPEOBHUILA, I[epCcoHai30BaHi
MpoNOo3uIjl.
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1. Introduction

The healthcare system today is undergoing a deep digital transformation, which is due to the
development of information technologies. At the same time, the transition to digital models of work has
revealed a number of managerial contradictions that require a thorough analysis from the standpoint
of modern medical management. The problem is that the heads of medical institutions are forced to
simultaneously change traditional approaches to management, implement digital solutions and ensure
the adaptation of personnel to new ones interaction formats. This is manifested in the lack of digital
development strategies, the low level of digital skills of staff, as well as in the difficulties of integrating
new systems into existing management and clinical processes. All this necessitates a deeper
understanding of the managerial challenges faced by the heads of medical institutions in the process of
digital transformation, and the search for practical mechanisms that can ensure the efficiency and
sustainability of this process.

2. Literature Review

In the available scientific array, the topic of digital transformation of healthcare is mostly
considered through the prism of macro-level processes - finance, cybersecurity, legal frameworks and
social effects, while management mechanisms at the level of specific medical institutions are described
in fragments. That is why the generalization of previous results allows us to outline the gaps that this
article is designed to fill - the lack of applied models and indicators for heads of institutions coordinated
with national digitalization trends. The work of Petrukha et al. [1] demonstrates that the digitalization
of the economy and public finances is shifting the focus of fiscal policy towards data-centric approaches
and real-time accountability. The authors show that the introduction of digital services creates
measurable efficiency effects (reduction of transaction costs, acceleration of the decision-making cycle),
as well as forms a demand for new competencies of managers.

In continuation of the financial and institutional logic of Petrukha et al. [2] in the study on
cybersecurity, the economy and public finance prove that the resilience of digital transformations is
determined not so much by the number of implemented IT solutions as by the quality of the security
model (threat classification, access segmentation, continuous monitoring). It is concluded that without
built-in cyber protection mechanisms, digital financial processes reproduce old risks on a new scale.

Melnyk et al. [3] record that in wartime, legal guarantees of occupational safety and personnel
management become a critical component of the overall sustainability of socio-economic systems. The
authors prove the importance of the formation of normatively validated risk management procedures
for personnel processes and communications.

In the work of Petrukha et al. [4] The social imperatives of public finance in the war and post-war
periods are emphasized: cost prioritization, transparency, targeted support, and accountability. The
researchers conclude that the principles of post-war recovery should be embedded in management
decisions at the stage of current adaptation.

Kvitka and Myrhorodska [5] link the digital transformation of the healthcare system with
indicators of the quality of life of the population and conclude that the effects of digitalization materialize
due to the availability of services, data security, and user competence. The authors outline that it is the
combination of infrastructure, digital literacy, and process standardization that ensures a sustainable
improvement in well-being.

Muzyka-Stefanchuk et al. [6] digitalization in connection with the reform of the financing of the
industry and show that the discrepancy between model requirements and the real capabilities of
institutions creates gaps in the quality of services. The key result is the need to synchronize financial
mechanisms with the patient’s digital routes (payment for the result, stimulation of data integration,
support for telemedicine services).

In the works of Kyrychenko [7], digital transformation is understood through the prism of
adaptive development strategies, where special attention is paid to the ability of heads of medical
institutions to respond to the instability of the environment, combining a long-term vision with flexible
management tools. The author emphasizes that digital changes exacerbate the requirements for the
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strategic competence of managers and reveal the limitations of traditional hierarchical management
models in the face of rapid technological changes.

Expanding this approach, Kukhta [8] analyzes the digital transformation of management systems
in a broader intersectoral context, emphasizing its ambivalent nature. Although the study focuses
mainly on the business environment, its findings are also relevant for the healthcare sector, where
management decisions directly affect the quality and availability of medical services.

An important contribution to the understanding of the personnel dimension of digital
transformation was made by Bohuslavska and Chubenko [9], who consider the integration of digital
technologies into the mechanisms for managing the development of personnel of medical institutions.
The authors demonstrate that digitalization changes not only the tools of personnel management, but
also the very logic of working with personnel, actualizing the need for continuous learning, the
development of digital and interdisciplinary competencies, as well as the formation of new models of
employee motivation.

Special attention is paid to the managerial dimension of digitalization of health care institutions
by Gurzhiy [10], who analyzes the practical use of digital technologies in the management process. In
his research, digital tools are considered as a means of increasing the efficiency of planning, control and
coordination of the activities of medical institutions. At the same time, the author draws attention to the
fragmentation of the implementation of digital solutions and the lack of a holistic management
approach, which often leads to a discrepancy between technological capabilities and real management
practices.

However, there is a lack of management models for heads of medical institutions in the scientific
field. Itis currently unclear how to build a hospital data architecture. It is necessary to clarify which KPIs
to apply to digital services. It is important to develop mechanisms that will help integrate cybersecurity
into daily processes. Filling these gaps is the subject of the current study.

3. Problem Statement

The article is aimed at studying the managerial challenges that arise for the heads of medical
institutions in the process of introducing digital technologies.

4. Methods and Materials

The methodological logic of this study is based on the understanding of digital transformation not
only as a technological renewal of the infrastructure of medical institutions, but as a complex
management process that changes decision-making, the distribution of responsibilities and the nature
of interaction between managers, staff and patients. Therefore, the study was built on a combination of
qualitative and analytical approaches, which made it possible to cover both institutional and behavioral
aspects of management in healthcare in the context of digitalization.

The empirical and analytical basis of the work was scientific publications, analytical reports of
international organizations, regulations in the field of health care and digital governance, as well as the
results of previous research on the transformation of management models in the public sector. The
selection of sources was carried out taking into account their relevance, interdisciplinary nature and
relevance to the problems of managing medical institutions in the context of the introduction of digital
technologies.

5. Results and Discussion

The digital transformation of the healthcare system forms a fundamentally new management
paradigm, in which the head of a medical institution becomes not only an administrator but also a leader
in digital innovations. Modern digital diagnostic platforms such as RFID systems, barcoding, remote
patient monitoring, and others (Table 1) create opportunities to improve the accuracy of diagnosis, the
efficiency of clinical decision-making and patient safety. standards, introduction of digital clinical routes
and data quality control [5, p. 16]. Automation of logistics processes using robotic systems (drug
transportation, asset control, sample handling) significantly reduces the likelihood of human error,
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optimizes the use of resources, and reduces costs. At the same time, it requires managers to have new
competencies in the field of cybersecurity, technical audit, and personnel change management.

The dynamic development of eHealth solutions contributes to increasing the transparency of
processes and the integration of clinical data at all stages of treatment. The introduction of mobile
applications for chronic patients, rehabilitation platforms, medical chatbots expands the boundaries of
medical services beyond the hospital and contributes to the formation of a patient-centered model
focused on the patient’s active participation in treatment [6, p. 364].

Table 1. Digital Innovations in the Medical Field and Management Challenges for Executives

Opportunities to Examples of

Key challenges for

Digital Technology Examples improve the heads of medical . medlca}l
Group effectiveness of e information.
. institutions
medical management system
Remote and | Barcodes to identify | Reduction of medical | High cost of | Medstar, Open
automated medicines and patients; | errors; optimization of | implementation; The | MRS
diagnostics RFID tracking of | resources; Quick access | need for
equipment; Remote | to data standardization  and
monitoring in the cyber protection
intensive care unit
Robotics-based Robots for transporting | Reducing the workload | Resistance of personnel | SAP Healthcare
hospital logistics medical supplies; | on personnel; | to change; Need for
automation of routine | Increasing the speed | training in robotic
processes and accuracy of | systems
logistics
Electronic medical | Electronic referrals; | Increasing the | Integration with | Doctor Eleks,
services and | Transfer of tests and | availability of | national systems | Health24
document clinical data information; reduction | (eHealth);
management of patient service time | Confidentiality of
personal data
Dashboards and | Dashboards, analytics, | Optimization of the | Ensuring data | Clinica Web
software to manage | digital planning systems load on the | accuracy; Unification of
patient flows department; support | management processes
for data-driven
management decisions
Personalized Genetic testing, | Improving the | The need for high | Medics, Open
medicine proteomic  data  for | effectiveness of | investments; Shortage | MRS
individual treatment | treatment and | of medical
plans prevention bioinformatics
specialists

Digital tools for the

Diabetes Control Apps,

Improving adherence

The need for digital

Medstar, Doctor

treatment of | Online Rehabilitation, | to treatment; | literacy of patients; | Eleks
chronic diseases Connected Sensors, and | continuous monitoring | Technical support of
Heart Rate Monitors of patients’ condition services

Al  solutions in

Medical chatbots for pre-

Unloading of doctors;

Quality control of Al

Health24, Clinica

communication consultation and | Quick response to | responses; Legal and | Web

with patients navigation common queries ethical standards

Tools for disease Mobile apps, fitness | Formation of a | The need to motivate | Medics,

prevention trackers, activity trackers | responsible attitude to | patients; Risks of | Accemedin
health; Community- | incorrect self-

Source: compiled based on [5; 6; 11-15].

based prevention

interpretation of data

The transition of medical institutions to the status of communal non-profit enterprises has
changed not only their legal form, but also the financing model. In the new conditions, managers must
independently ensure the efficiency of the institution, the rational use of resources and its
competitiveness. For this purpose, strategic analysis, assessment of the state of the institution, research
of patient needs and the market of medical services are used. Management decision-making should be
based on data, risk forecasting, and a willingness to change. Successful implementation of the strategy
involves constant monitoring, correction of actions and openness to innovations, in particular to digital
transformation technologies - information systems, telemedicine, automation of services [7, p. 163].

The formation of a single hospital information space allows managers to make decisions based on
accurate and transparent data [11]. The rejection of disparate electronic systems and paper archives
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eliminates contradictions between departments and makes it possible to consider data as a strategic
asset that works for the quality of medical services and patient safety (Table 2).

Table 2. The Transformational Logic of Digital Medical Management

Digital Management
Component

Key content

Managerial effects

Tools / Technologies

Focus on creating value for
the patient

BPM as a “framework” of
change

Interdisciplinary  teams
with full responsibility

Technological
infrastructure as the basis
of transformations
Automation of routine
processes

Data & Al Governance,
DevSecOps, Zero Trust

Analytics and Artificial
Intelligence

Monitoring the
effectiveness of digital
changes

Moving from administrative
logic to a value-centric
model, where each process
is evaluated through its
impact on the patient
experience

Process management
determines the structure of
medical  services  from
referral to discharge

Teams work on the full cycle
of the patient journey

Building a single technical
environment for
transparent  data  and
integrated services

RPA and low-code solutions
minimize manual work and
paperwork

Building a secure and
flexible digital space of a
medical institution

Load forecasting,
optimization of patient
routes, increasing the
effectiveness of treatment
Evaluating digital
transformation through
measurable metrics

Increased patient
satisfaction; reducing the
number of errors;
Transparency of

management decisions

Faster  coordination of
decisions; reduction of
duplication of functions;
Clarity of standards

Increased efficiency; Better
integration of clinical and
administrative solutions

Reduction of operating
costs; Accelerating
innovation

Redirecting staff time to

work with the patient;
Reducing errors

The growth of digital
security; stability of
systems; Data integrity
control

Reduction of queues;
uniform  distribution  of
resources; More accurate
clinical solutions
Transparency of
investments; cost

optimization; increasing the

Patient  portals, digital
routes, feedback systems

BPM systems, process maps,
visualization of work flows

Agile approaches,
multidisciplinary ~ groups,
digital collaboration
platforms

Clouds, API integrations,
ERP/CRM/HRM systems
RPA bots, low-code
platforms, autoforming
documents

Zero Trust architectures,
DevSecOps pipelines, data
management policies

Al forecasting  models,
analytical platforms, BI
systems

KPI dashboards, decision
monitoring systems,
management analytics

ROI of digital projects
Source: compiled based on [5; 7; 16-19].

Natural language processing and computer vision technologies automate quality control, patient
support, and expand the hospital’s service capabilities. A separate revolution is taking place thanks to
the Internet of Medical Things (IoMT) and digital twins. Real-time feedback medical equipment allows
you to predict failures, prevent incidents, monitor resource usage, and provide continuous patient
monitoring. Digital twins help to simulate clinical scenarios and select optimal management decisions
[8, p- 115]. Therefore, digital transformation transforms medical management into a manageable,
transparent and data-centric system that ensures continuous improvement [12]. For managers, this is
both a challenge and an opportunity: new competencies, strategic vision, ability to work with
innovations are needed, but this is what opens the way to the medicine of the future - effective, patient-
oriented and resistant to change (Table 3).

The World Health Organization’s Global Strategy highlights the key role of digital competencies in
strengthening health systems (WHO, 2021) [10]. The COVID-19 pandemic has further accelerated the
adoption of digital solutions, while exposing digital literacy gaps among healthcare professionals,
especially executives. This has made it urgent to integrate digital technologies into medical management
curricula to prepare leaders for new challenges and opportunities of digital transformation [13].
Digitalization is changing the role and responsibilities of managers: they now lead digital initiatives,
manage complex information systems, ensure data security and privacy, and facilitate organizational
change for effective technology implementation. At the same time, traditional administrative and clinical
knowledge is no longer sufficient; a modern medical manager needs complex competencies in the field
of analytics, Al, telemedicine and digital process management [11, p. 100].
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Table 3. Online education platforms for healthcare professionals and their contribution to the
development of digital competencies

Educational Course Type and Study | Opportunities for healthcare | Impact on the development of
Platform / Initiative Profile professionals digital competencies
MedEdu Evidence-based medicine, | Updating professional | Deepening of work  with

Prometheus

Accemedin

Educational portals
of the Ministry of
Health of Ukraine

Coursera, edX

Médecins Sans
Frontieres (MSF)

clinical protocols,
healthcare management

General Medical and
Management Courses,
Digital Technologies in
Medicine

Continuing professional
development, highly
specialized medical
courses

Regulatory, clinical and
management courses;
Instructions and
Trainings

Public  health, digital

health, bioethics, global
health

Preparation for work in
crisis conditions,
emergency medicine

knowledge; practical analysis;
training according to Ukrainian
standards

Access to massive open online
courses; Study of modern
approaches to management

Advanced training; access to
courses for doctors of various
specialties

Opportunity to undergo formal
training; compliance with state
standards

Access to courses from leading
universities; International
approaches to health care
Deepening of practical
competencies;  training in
emergency work standards

electronic clinical systems; Digital
communication skills

Formation of digital literacy;
understanding of the organization
of digital processes in medical
institutions

Consolidation of skills in using
electronic platforms and
analytical tools

Mastering government electronic
systems, including eHealth

Development of analytics skills,
working with data, implementing
digital solutions in practice
Improving the skills of using
mobile digital tools in the field

Source: Compiled based on [9, p. 11].
6. Conclusions

The study of the level of organizational, personnel and technological readiness of medical
institutions to function in the context of digital transformation showed a significant imbalance between
the technological potential and the real capabilities of personnel. and private medical institutions
demonstrate better readiness for digital changes compared to municipal and rural ones. Based on the
generalization of the results obtained, a number of practical approaches and management models
capable of ensuring successful digital transformation have been identified. These include change
management models adapted to the medical sector (ADKAR, Kotter), the development of digital
competencies of managers and staff, the creation of internal digital transformation teams, the phased
implementation of digital solutions taking into account the real needs of the institution, the construction
of integrated information systems and the use of indicators for assessing the effectiveness of digital
changes. The practical application of these approaches will contribute to increasing the effectiveness of
management, reducing risks and improving the quality of medical care.
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pe3yJbTaTUBHUX MeXaHi3MaxX KOHTpPoJi B yMoBax uudpoBoi TpaHcdopmanii
¢diHaHCOBOro MeHe/KMEeHTY. MeTow CTaTTi € OOIPYHTYBaHHS poJi BHYTpPIlIHBOTO
KOHTPOJIIO Ta BHYTPILIHbOTO ayAUTy $K B3aEMOIIOB'S3aHUX €JIEMEHTIB CHUCTEMH
¢diHaHCOBOr0 MeHe/X)KMeHTY MiJIIPUEMCTBA ¥ BU3HAYEHHS iX BIVIMBY Ha e(eKTUBHICTb
ynpaB/iaiHHA ¢$iHaHCOBMMHM mpouecaMd. MeToAoJIOriYHY OCHOBY JOCJiJKeHHs
CTAHOBJIATb CUCTEMHUH Ta CTPYKTYpHO-QYHKILiOHaJIBHMM  MOigXoAH, JIOTiKO-
aHa/ITUMHU I aHasi3, y3araJbHEeHHs HaYKOBUX pe3yJIbTaTiB MoNepeaHiX JOCIi>KeHb, a
TaKOX TMOPIiBHSAJIBHUM aHasli3 NpakTUK PyHKI[iOHYBaHHS BHYTPIIIHbOTO KOHTPOJIIO U
ayauTy B ympaBiaiHHI ¢iHaHcaMH migNpUEMCTB. Y pe3ysabTaTi AOCTiAKEeHHS
BCTAaHOBJIEHO, 1[0 BHYTPIIIHIA KOHTPOJIb Y CydyacHOMy ¢GiHaHCOBOMY MeHeKMEHTI
BUKOHYE He JIMIlIe perJlaMeHTHY, a 1 IpeBeHTUBHY QYHKILiI0, CHPSIMOBaHy Ha 3HW>KEeHHS
diHaHCOBUX pU3MKIB. BUSBIEHO, 110 BHYTPIlIHI aygUT BUCTYNA€E KJIOYOBUM
iHCTpyMeHTOM OLiHIOBaHHSI epeKTUBHOCTI PpiHAHCOBUX NpoOLeciB i pe3ybTaTUBHOCTI
CHUCTEMH BHYTPIIIHBOTO KOHTpoOJ. /loBesieHo, 1o ¢parMeHTapHicTh i ¢popmadizarnis
KOHTPOJIbHUX NpOLeAyp ICTOTHO 3HMXKYIOTb yNPaBJIHCbKY LIHHICTb BHYTPILIHbOI'O
KOHTpPOJII0 Ta ayAuTy. OGIpyHTOBAHO, 10 iHTEerpalis ayAUHTOPCbKUX i KOHTPOJbHHUX
byHKLiN y cucTeMy GiHaHCOBOr0 MeHEKMEHTY MiABUILYE sKiCTh piHAHCOBUX pillleHb i
diHaHCcOBY CTiliKicTh miAnpueMcTBa. BcTaHoBjeHo, w0 nudposizauis ¢iHaHCOBUX
NpoleciB 3MiHIOE POJIb BHYTPIIIHBOTO ayJUTY, TPaHCPOPMYOUYHU HOro 3 iHCTPyMEHTY
nocTPaKTyMHOr0 KOHTPOJII0O Ha MeXaHi3M NOCTiHHOTO MOHITOPUHTY ¥ aHaNiTU4YHOI
HiATPUMKU ynpasaiHHA. [I[pakTHUYHA 3HAYMMICTh OTPUMAHUX pe3yJ/bTATIB MOJATAE Y
MOXJIMBOCTI iX BHWKOpPHUCTAHHS i 4Yac YAOCKOHaJeHHS cucteM ¢iHaHCOBOro
MEeHe/PKMEHTY MiAIPUEMCTB, PO3pOOJEHHS BHYTPILIHIX persiaMeHTiB KOHTPOJIO U
ayAUTYy, a TaKoXX GOpPMyBaHHS yNPaBJiHCbKUX pillleHb, CIPSIMOBAaHMUX Ha NiJiBUILEHHSA
dinaHcoBoi epeKTUBHOCTI Ta CTIMKOCTI Ais/IBHOCTI miANpPUEMCTBA.

K/IIOYOBI CJIOBA

yOpaBJiHCbKI IHCTPYMEHTH, olepaliiiHi pu3ukd, GeHuMapkiHr, SWOT-aHauis,
CHCTeMa PaHHBOI'O pearyBaHHs.
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1. Introduction

Financial management of a modern enterprise is increasingly functioning in conditions where
classical management tools are insufficient to ensure stability and predictability of financial results [14].
Market volatility, complication of financial flows, growing regulatory pressure, and digitalization of
accounting and analytical processes significantly increase the sensitivity of enterprises to errors in
financial decision-making. In such conditions, internal control and internal audit cease to be auxiliary or
formal elements of management and actually turn into critical components of the financial management
system [9]. At the same time, in the practice of many enterprises, they continue to be perceived in
fragments, without clear integration into the management logic.

The problem is exacerbated by the fact that internal control is often reduced to a set of formal
procedures focused mainly on compliance with regulatory requirements and internal regulations. This
approach does not allow to fully use its potential as a tool for managing financial risks and ensuring the
quality of management decisions. Internal audit, in turn, often functions in isolation from the strategic
goals of the enterprise, focusing on retrospective analysis, and not on assessing the systemic
effectiveness of financial management [12]. As a result, there is a gap between the control functions and
the processes of financial management, which reduces the overall manageability of the financial system
of the enterprise.

An additional factor in the actualization of the problem is a change in the nature of financial risks.
If earlier the focus was on liquidity or solvency risks, today operational, informational and compliance
risks are becoming increasingly important. They are complex in nature and cannot be effectively
identified without a holistic internal control system and regular analytical assessment by the internal
audit [9]. However, in practice, there is often no methodological consistency between these elements,
and their interaction remains declarative. Thus, the relevance of this study is due to the need to bridge
the gap between theoretical approaches to internal control and audit and the real challenges of financial
management of the enterprise.

2. Literature Review

In the works of Papp and Boshota [15], financial controlling is considered as a key tool for
ensuring the effectiveness of enterprise financial management. The authors prove that the introduction
of controlling mechanisms allows to increase the consistency of financial planning, control and analysis,
as well as reduce information asymmetry between management levels. At the same time, in their
conclusions, internal control and audit are considered mainly as functional components of controlling,
without a detailed analysis of their independent role in the financial management system.

Research by Melnyk et al. [13] focuses on the functioning of the internal financial control system
in budgetary institutions. The authors found the presence of systemic problems associated with
fragmentation of control procedures and limited focus on risk management. An important result is the
conclusion about the insufficient integration of internal control into the processes of strategic
management of financial resources, which reduces its managerial efficiency. At the same time, the
specifics of the budget sector limit the possibility of direct transfer of these conclusions to
entrepreneurial structures.

In the work of Adonin and Kalashnikova [1], financial controlling is interpreted as a system-
forming element of enterprise management. The authors emphasize that it is through controlling that
the connection between financial goals, control of results and managerial decision-making is ensured.
At the same time, the study considers internal audit rather as an auxiliary control tool, which indicates
insufficient attention to its analytical and consulting functions.

The issue of organization of internal control at the enterprise level is thoroughly disclosed in the
work of Melnyk and Vabishchevych [12]. The authors substantiate the need to build internal control as
a continuous process integrated into management cycles. It has been established that the effectiveness
of internal control largely depends on the clarity of the distribution of powers and responsibilities. At
the same time, the study does not sufficiently disclose the interaction of internal control with internal
audit in the context of financial management.
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In more modern studies, in particular in the work of Bardadym [2], the emphasis is placed on the
role of internal control as a factor in increasing the overall efficiency of the enterprise. The author proves
that internal control contributes not only to the reduction of financial losses, but also to the formation
of managerial discipline.

Organizational and methodological aspects of control of financial activity are revealed in the study
of Miniailo et al. [14]. The authors found that the effectiveness of financial control largely depends on
the consistency of control procedures with the management goals of the enterprise.

A significant contribution to the study of the relationship between internal control and internal
audit was made by Datsenko [6]. The author proves that it is the combination of these tools that forms
the basis of the financial security of the enterprise. At the same time, the conclusions emphasize that in
practice their functioning is often inconsistent, which reduces the effectiveness of financial risk
management.

In the work of Chernetska et al. [5] Internal control is considered through the prism of its
relationship with the accounting and analytical resource of the enterprise. The authors substantiate that
the quality of managerial decisions directly depends on the consistency of control procedures and
information support. At the same time, internal audit in the study is considered mainly as an element of
the accounting system, and not as an independent tool for assessing the effectiveness of financial
processes.

The issue of internal audit as an element of management of the economic security of the enterprise
is disclosed in the work of Budnyk et al. [4]. The authors found that internal audit plays a key role in
identifying financial threats and preventing crisis phenomena. At the same time, the study focuses
mainly on the protective function of audit, while its role in improving the effectiveness of financial
management remains secondary.

A similar position in content is taken by Berjanir et al. [3], which considers internal audit as a
component of the enterprise management system. The author argues that internal audit contributes to
increasing the transparency of management processes and the quality of decision-making. At the same
time, the results of the study indicate the insufficient integration of internal audit into financial planning
and budgeting, which limits its impact on financial management.

Thus, the analysis of scientific sources shows that internal control, internal audit and financial
controlling are mostly studied as separate elements of management [14]. Their interaction in the
context of the financial management system of the enterprise and the assessment of the effectiveness of
financial processes remains insufficiently disclosed. Filling this gap necessitates further research aimed
at forming a holistic vision of the role of internal control and audit as tools for creating managerial value.

3. Problem Statement

The purpose of the study is to substantiate the role of internal control and internal audit as
interrelated elements of the financial management system of the enterprise.

4. Methods and Materials

The study employed a comprehensive approach to investigate the role of internal control and
internal audit within the enterprise financial management system. A review and analysis of
contemporary scientific literature on financial controlling, internal control, and audit were conducted
to identify their impact on the effectiveness of financial management processes. A systemic approach
was applied to conceptualize internal control and audit as interconnected elements of the financial
management system. Comparative analysis was used to evaluate traditional and risk-based approaches
to financial control, while expert assessments and practical experience were considered to identify key
challenges and gaps in implementation. Data were also systematized and analyzed using tabular and
graphical methods to illustrate structural components of internal control, main operational issues, and
the effectiveness of management decisions. This methodological framework enabled the study to
highlight the interaction between internal control and internal audit, uncover existing inefficiencies, and
propose recommendations for improving enterprise financial management.
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5. Results and Discussion

Internal control in the financial management system can be considered as a practical tool for the
daily management of the enterprise’s finances, which helps to maintain its stability, solvency and ability
to develop in the long term [1]. Its importance lies not only in fixing financial results, but primarily in
the timely identification of risks, deviations and potential threats that may affect the financial
equilibrium of the enterprise. The main task of internal control is to organize financial processes in such
a way as to minimize errors, prevent ineffective management decisions and ensure transparency of
financial information. Thanks to this, the management receives a clear, reliable and analytically
developed basis for decision-making both in current activities and in strategic planning. In this sense,
financial controlling logically complements internal control and auditing and reinforces their
effectiveness. An important feature of internal control is its ability to combine various managerial
functions into a single system - planning, control, analysis and evaluation of results. It helps to build a
holistic management cycle, within which financial goals are transformed into specific plans, and the
results of their implementation are constantly analyzed and adjusted [15, p. 91].

The modern internal control system is based on a wide range of methods and analytical tools
(Table 1), which greatly facilitate the process of monitoring the financial condition of the enterprise,
increase the validity of management decisions and contribute to the timely identification of problem
areas in the company’s activities. The use of such methods allows not only to record financial results,
but also to predict possible deviations and risks arising in the process of economic activity [5].

The most common methods of internal control include CVP analysis (analysis of the relationship
“costs - volume - profit”), which makes it possible to determine the break-even point and assess the
impact of changes in production volume or costs on the financial result of the enterprise [14]. SWOT
analysis is used to strategically assess the internal strengths and weaknesses of the enterprise, as well
as external opportunities and threats that affect its financial stability and competitiveness. Cost analysis
is aimed at assessing the efficiency of resource use and the ratio of costs and results, which allows
optimizing the cost structure and increasing the economic feasibility of management decisions.
Benchmarking involves comparing the financial and operational indicators of the enterprise with the
indicators of the leading companies in the industry in order to identify reserves for improving the
efficiency of activities. Ratio analysis is a basic tool of operational financial controlling, as it allows you
to quickly assess the liquidity, solvency, profitability and financial stability of the enterprise on the basis
of a system of relative indicators. That is why it is most often used in the process of current and
operational controlling. At the same time, in strategic financial controlling, preference is given to SWOT
analysis and other strategic methods that allow assessing long-term trends in the development of the
enterprise, its position in the market and the impact of the external environment. A special place is
occupied by the early response system, which is aimed at identifying the first signals of financial threats,
crisis phenomena or negative trends at the initial stages of their formation, which allows the
management to take corrective measures in time [1].

Internal control at the enterprise is implemented through the tools of operational financial
planning, which provides control over the actual receipts and expenditures of funds in the process of
economic activity, as well as over the implementation of current financial plans [4]. The internal control
system is considered as an integral part of the overall enterprise planning system, using a unified
approach to methods and tools of financial management. Financial planning is a key process that
determines the system of financial indicators and planning guidelines for providing the enterprise with
resources and increasing the efficiency of its financial activities in the future. It allows you to determine
the total need for financial resources to ensure production and economic activities and the possibility
of obtaining them [3]. The importance of financial planning is manifested in determining the necessary
amount of funds to finance the expansion of production, the fulfillment of financial and credit obligations
to the budget, banks, as well as the solution of social issues and staff motivation. Planning helps to
prevent excessive expenditure of resources both in individual areas of activity and on the scale of the
entire enterprise. The process of financial planning includes the analysis of the current financial
condition of the enterprise, modeling the future values of planned indicators, drawing up plans and
developing a methodology for making adjustments during their implementation. The implementation
of this concept is aimed not only at the formation and approval of financial plans, but also at monitoring
their implementation and the prompt introduction of the necessary changes. The financial planning
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system and internal control are interrelated management functions [9]. Controlling cannot be effectively
implemented without clearly defined plans and goals, and the lack of control over their implementation
makes planning ineffective. Planning procedures provide for the description of tasks, expected results
and ways to achieve them, while controlling ensures the verification of completed operations, timely
detection of deviations and minimization of financial risks. Based on the results of internal control, the
financial planning system is improved and the overall efficiency of enterprise management is

increased [1].

Table 1. Structural elements of the formation of the internal control system at the enterprise

Role in the financial

System Unit Element content Characteristics
management system
Principles of Focus on financial Consistency of control with the | Provides long-term
financial strategy strategic goals of the enterprise orientation of financial
controlling decisions
Multifunctionality A combination of planning, | Forms an integrated
analysis, control, and | approach to financial
coordination management
Focus on quantitative Use of financial ratios and | Increases the objectivity of
indicators indicators managerial decisions
Compliance with Coordination  of  controlling | Ensures the methodological
analysis and planning instruments  with financial | integrity of the system
methods analysis and budgeting
Timeliness, simplicity, Responsiveness and adaptability | Allows you to quickly adjust
flexibility of the system financial decisions
Economic feasibility The costs of controlling do not | Ensures system efficiency
exceed the effect of its
implementation
Stages of Definition of the object | Management decisions regarding | Focuses on key financial
building a of control financial activities processes
system Definition of types of Strategic, current, operational Provides different time

Functions of
financial
controlling

Information
and
technological
support
Subjects of
financial
controlling

control

Formation of a system
of priorities of
indicators

Planning and budgeting

Financial analysis and
control

Risk assessment and
early warning
Internal audit and
consulting

Adjustment of
management decisions
Controlling automation

Information base

Financial controllers

Source: Compiled based on [1; 15].

Ranking of indicators by levels of
significance

Formation of financial plans and
budgets

Analysis of results and deviations

Diagnostics of threats to financial

stability

Verification and
recommendations to
management

Response to changes in the
environment

Use of ERP and analytical systems
(SAP, Oracle, etc.)

Financial, managerial, statistical
information

Specialists responsible for the
functioning of the system

horizons of control

Allows you to concentrate
control on critical
parameters

Ensures resource balance
Detects and
reserves

Increases financial security

problems

Maintains the quality of
management decisions

Increases the adaptability of
the enterprise

Provides fast collection and
processing of information
Increases the reliability of
the analysis

Ensure the implementation
of controlling in practice

The effectiveness of the internal control system is determined primarily by two interrelated
factors [17]. The first of them is the level of achievement of the main goal of internal control, i.e. the
ability of the system to timely detect errors, violations and risks, as well as to prevent their negative
impact on the activities of the enterprise. The second factor is the scale of the impact of the detected
deviations on the results of financial and economic activities, i.e. the extent to which a change in one
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indicator (for example, expenses, income or liquidity) can cause changes in other key financial
parameters. On the other hand, significant errors or system deviations can lead to distortion of financial
statements, incorrect management decisions, loss of resources, or even financial risks of the strategic
level [12].

The evaluation of financial processes within the internal audit goes beyond verifying the
correctness of accounts or compliance with internal regulations. The focus is on the logic of building the
processes themselves: budgeting, cash flow management, cost formation, and financing of investment
projects [16]. Internal audit analyzes their consistency with each other, compliance with the strategic
guidelines of the enterprise and the economic feasibility of the management decisions made. Thus, it
acts as a tool for qualitative assessment of financial management, and not only as a means of fixing
deviations.

Internal audit occupies a special place in the process of assessing the effectiveness of the internal
control system. In fact, it performs the function of the “second level” of control, aimed at checking the
extent to which the existing control procedures correspond to the level of financial risks and can prevent
undesirable financial consequences [17]. In this context, internal audit does not duplicate control
functions, but analyzes their effectiveness, identifying weaknesses, excessive formalization, or, on the
contrary, gaps in control. Thanks to this, the internal control system ceases to be static and acquires an
adaptive character.

An important feature of modern internal audit is a combination of evaluation and consulting
functions. The results of audit procedures are increasingly used not as a basis for sanctions, but as an
information basis for improving financial processes [3]. Internal audit recommendations may relate to
optimizing the cost structure, reviewing approaches to liquidity management, adjusting budget
priorities, or improving the transparency of financial statements. In this format, internal audit begins to
play the role of an intelligent intermediary between financial information and management decisions.

Significant potential of internal audit is revealed in the field of financial risk management.
Assessing the effectiveness of financial processes, the audit identifies areas of increased risk, analyzes
the causes of their occurrence, and assesses the adequacy of the implemented response
mechanisms [18]. This allows not only to reduce the likelihood of financial losses, but also to increase
the predictability of financial results in the medium and long term. In this way, the internal audit directly
affects the financial stability of the enterprise.

The digitalization of financial management significantly changes the tools and approaches of
internal audit, while at the same time enhancing its importance. Automation of accounting and control
procedures, the use of large amounts of financial data and analytical platforms create conditions for the
transition from periodic inspections to constant audit monitoring [16]. In such conditions, internal audit
becomes not only a tool for retrospective assessment, but also a means of prompt detection of deviations
and support of management decisions in real time.

Despite the conceptual certainty of the role of internal control and internal audit in the financial
management system, the practice of their application at enterprises demonstrates the presence of a
number of persistent dysfunctions [11]. They are manifested not in the absence of control mechanisms
as such, but in the way they are integrated into management processes. As a result, formally built control
and audit systems often do not fulfill the expected managerial role and do not ensure the proper quality
of financial decisions.

One of the most common problems is the dominance of a formalized approach to internal control.
Control procedures in many cases are focused on compliance with internal instructions or external
regulatory requirements, while their connection with real financial risks remains weak [8]. Control
records the fact of execution of transactions, but rarely assesses their feasibility or impact on financial
results. In this configuration, internal control loses its preventive character and turns into a tool for post-
factum response.

The problem is aggravated by the fragmentation of the internal audit in the financial management
system. Audit functions often exist separately from the processes of budgeting, liquidity management
or financial planning [10]. The results of the audit are not always transformed into specific management
actions, and recommendations remain outside the context of strategic and tactical decisions. As a result,
internal audit does not play the role of a feedback mechanism, and its potential as a tool for improving
the effectiveness of financial management is only partially realized. A significant limitation of the
effectiveness of internal control and audit is the discrepancy between their depth and the real level of
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financial risks [17]. In the practice of enterprises, asymmetry is often observed: detailed control of small
transactions is combined with a superficial analysis of strategically important financial processes. Such
an imbalance leads to overloading of the control system with secondary inspections and, at the same
time, leaves out critical risk zones that directly affect the financial stability of the enterprise.

Another characteristic problem is the narrowing of the functional content of internal audit to
purely audit activities. In many cases, the audit focuses on finding errors and deviations without
proceeding to the analysis of their causes and systemic prerequisites [19]. This approach limits the
possibilities of using audit as an analytical tool to support management decisions and reduces its value
for financial management. Organizational and personnel factors are no less important [11]. The limited
independence of internal audit, the combination of control and operational functions, as well as the
shortage of specialized competencies, hinder the development of risk-based approaches. As a result,
internal control and audit often do not have time to adapt to changes in the financial environment, and
their methodology remains inertial.

Additional challenges are formed by the digitalization of financial management. Automation of
financial processes significantly increases the speed and volume of data processing, but control and
audit procedures do not always evolve in accordance with these changes [18]. The limited use of data
analytics, insufficient attention to information and cyber risks, and the fragmentation of digital solutions
are exacerbating the gap between modern financial technologies and traditional approaches to control.
Summing up, the problems of the functioning of internal control and audit in the practice of financial
management of enterprises are systemic in nature (Table 2). They are due not only to organizational
shortcomings, but also to the incompleteness of the integration of control instruments into the general
logic of financial resources management. Awareness of these problems creates the basis for searching
for directions for improving internal control and audit as elements that form managerial value, and not
just a control function.

Table 2. Systematization of the main problems of internal control and audit and their managerial

consequences
Problem Manifestation in the practice of Managerial implications for
enterprises financial management
Formalization of internal Focus on regulations without taking | Reducing the preventive role of
control into account financial risks control, increasing financial losses
Fragmentation of internal Lack of integration with budgeting and | Ineffective use of audit results in
audit financial planning management decisions
Imbalance between risks Excessive control of small operations | Loss of financial risk management
and control procedures and weak control of key processes
Narrowing the audit to the Focus on error detection without | Limitations of the analytical value
verification function analyzing the causes of the audit
Organizational and Lack of independence and a deficit of | Decrease in the objectivity of
personnel limitations competencies evaluating financial processes
Technological lag Slow adaptation of control to digital | Increased information and
financial processes operational risks

Source: Author’s own development.

Strengthening the risk-based approach in the internal control and audit system is one of the key
directions of improving the efficiency of financial management of the enterprise in modern conditions
(Table 3). This approach allows not only to record violations and errors after their occurrence, but above
all to timely identify potential threats and prevent them at the stage of managerial decision-making [7].
Within financial management, risk-based internal control is based on the systematic identification,
assessment and prioritization of risks related to financial transactions, investment decisions, budgeting,
liquidity management and liabilities of the enterprise. This means that control procedures are not the
same for all processes, but adapt depending on the level of their risk [2]. This approach makes it possible
to focus internal control and audit resources on the most vulnerable and critical areas of financial
activity — where the probability of errors, abuse, losses or management miscalculations is highest. As a
result, not only the effectiveness of control increase, but also its economic feasibility, since the time and
efforts of controllers are used more rationally.
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Table 3. Integration of the risk-based approach into the system of control of the financial activity
of the enterprise

Functions and tasks of

financial control

Content in the
traditional control

Implementation taking into
account a risk-based
approach

Expected
managerial effect

Monitoring the
progress of the
implementation of
financial tasks
Measurement of
deviations of actual
indicators from the
planned ones
Diagnosis of
deterioration of
financial condition

Development of
operational solutions
for the normalization
of activities
Adjustment of
financial goals and
indicators

Assessment of the
effectiveness of the
use of financial
resources

Analysis of business
activity and position
in the financial
market

Assessment of the
competitiveness of
the enterprise
Assessment of
liquidity, solvency
and financial stability

Source: Compiled by the author based on [2; 14].

system
Monitoring the
implementation of

budgets, financial plans
and indicators
Comparison of actual and
planned data

Identification of negative
trends in financial results

Adjust financial plans and
budgets

View planned landmarks

Analysis of profitability

and performance of
assets

Analysis of turnover,
market indicators
Comparison with
competitors

Analysis of financial

ratios

Monitoring focuses primarily on
processes with a high level of
financial risk (liquidity, accounts
receivable, cash flows)
Deviations are analyzed from
the point of view of their
riskiness and potential
consequences

Diagnostics is carried out taking
into account the likelihood of
bankruptcy, loss of liquidity,
reputational risks

Solutions are aimed at
minimizing key risks
(insolvency risk, currency risk,
credit risk)

The adjustment is carried out
taking into account changes in
the external environment and
the risk profile of the enterprise
Valuation taking into account
the “profitability - risk” ratio

Consideration of competitive,
market and industry risks

Analysis of the vulnerability of
the enterprise to strategic and
reputational risks
Interpretation of indicators
through the prism of the risk of
loss of solvency

Early detection of
threats to financial
stability

Focus on critical
deviations instead of
formal ones

Crisis prevention

Increasing the
adaptability of the
enterprise

Aligning the strategy
with real-world
conditions
Improving the
quality of
investment
decisions

A more stable
position in  the
market

Increasing strategic
resilience

Prevention of
financial crises

The integration of a risk-based approach into the financial control system allows the enterprise
to move from formal surveillance to proactive threat management [8]. Control ceases to be a tool only
for fixing deviations and becomes a means of preventing financial losses, crises and strategic mistakes.
This improves the quality of management decisions, the efficiency of resource use and the overall
financial security of the enterprise.

6. Conclusions

The study made it possible to rethink the role of internal control and internal audit in the financial
management system of the enterprise. In the course of the analysis, it was found that the effectiveness
of financial management is largely determined not by the formal presence of control mechanisms, but
by the level of their integration into the processes of planning, implementation and evaluation of

financial decisions.

It is substantiated that internal control in modern conditions performs not only the function of
observing financial discipline, but also serves as a tool for preventive influence on financial risks. At the
same time, internal audit provides an analytical assessment of the effectiveness of financial processes
and the effectiveness of the internal control system, forming an information basis for adjusting
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management decisions. Their interaction creates a feedback mechanism, without which financial
management loses its adaptability and strategic orientation.

In the course of the study, a number of problems have been identified that hinder the effective
functioning of internal control and audit in the practice of enterprises. Among them are the dominance
of formalized approaches, the fragmentation of audit procedures, and the discrepancy between the
depth of control and the level of financial risks. The combination of these factors causes a gap between
theoretical models of financial management and real managerial practice.

It has been proven that the digitalization of financial processes simultaneously increases the
requirements for the internal control system and expands the possibilities of internal audit. The
transition to automated and data-oriented approaches creates prerequisites for shifting the emphasis
from post-factum control to constant monitoring and forecasting of financial deviations. Under such
conditions, internal audit acquires the characteristics of a strategic tool for supporting management
decisions.

It is advisable to direct further scientific research to the development of adaptive models of
internal control and internal audit, taking into account industry specifics, the level of digital maturity of
enterprises and the dynamics of financial risks. This will deepen the theoretical foundations of financial
management and increase the applied significance of control instruments in modern economic
conditions.
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aJlalTUBHICTD IiHOBUX CTpaTerii i BHUABUTH B3aEMO3B’S30K MiXK PUHKOBUMH
KOJIMBaHHSIMY, [OBIpOI0 CHOXWUBayiB |
pe3yJbTaTH 3acCBiAYMJH, 110 KJACHYHI MiJX0AW [0 LiHOYTBOpDEHHS (BUTpaTHUH,
KOHKYPEeHTHMH, NONUTOBO-OPiEHTOBAHUM) BTpadyaloTb e(PeKTHUBHICTb Y KPU30BHUX
YMOBax, MOCTYNAKYUCh MiCLleM NMOBeJIHKOBO-aJJaITUBHUM MOJeJAM. 3alpONIOHOBAHO
Mogesib Behaviorally Adaptive Pricing Model, sika moeiHye ekoHOMi4Hi, TcUxoJIOTiYHi Ta
KOTHITHBHI GpaKTOpH NPUHHATTSA pillleHb i 3a0e3ne4ye THYYKe yIpaBJiHHA L[IiHOK0 Ha
OCHOBIi JaHUX NpPO PHUHKOBi 3MiHHM, eMOLilHI O4YiKyBaHHSl CIOXHBayiB i couiajbHi
Tpurepu. Ha npukiazi komnaHiit PwC Ta TeslekoMyHiKaLliliHOTO CeKTOpY A0BeJeHO, 1110
epekTUBHA LiHOBa cTpaTerisd nepenbadyae MOEJHAHHSA €KOHOMiuHOI AouijbHOCTI 3
KOMYHIKaI[ifHOIO MMPO30picTIo, IUPPOBOI0 aHAJTITUKOK Ta MepPCOHAJI3alli€l0 BapTOCTi.
BUKOPHUCTaHHA

pe3y/abTaTUBHICTIO 6i3Hecy. OTpuMaHi

[IlpakTM4Ha 3HAYUMICTh pe3yJbTaTiB NOJATAE y MOXJIUBOCTI
3alpONOHOBAHUX MiAX0/iB A5 N06YA0BHM aJalTUBHUX L[IHOBUX CTpaTeTil MiANPUEMCTB
pi3HUX rasyseH, L0 NiABULIYIOTH IXHIO KOHKYpPEHTOCHPOMOXHICTb, 3ab6e3MeyyloTb
diHaHCOBY CTabiNbHICTL 1 cHpuUsAOTb 3MillHEHHIO [AOBipU CHOXHBa4yiB y mepioau

eKOHOMIi4YHOI HecTabiJIbHOCTI.

KJIIOYOBI CJIOBA

MapKeTHHTOBUM MeXaHi3M, NOBeAiHKOBe LIHOYTBOpPEHHs, aJalTHBHA MOJeJb,
JI0Bipa C0KMBa4viB, pPUHKOBUN MOHITOPHUHT.
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1. Introduction

In the context of growing economic turbulence, which manifests itself in high volatility of
exchange rates, inflationary fluctuations, disruptions of logistics chains and unpredictable consumer
behavior, the issue of effective formation of the company’s pricing strategy becomes especially relevant.
Traditional approaches to pricing, based on market stability and predictability of demand, lose their
effectiveness, since they do not take into account the dynamics of external risks, changes in consumer
value product and the need for a prompt response to environmental fluctuations.

The problem is that most enterprises continue to use static pricing models focused on a cost or
competitive approach, while modern conditions require a marketing-oriented agile strategy. Such a
strategy should combine analytical tools for market monitoring, consumer behavioral models and
technological solutions for dynamic pricing. Insufficient integration of marketing analytics with the
strategic pricing process leads to an imbalance between the real market value of the product, consumer
perception, and the financial goals of the enterprise.

2. Literature Review

The problems of strategic pricing in modern conditions of instability are revealed in detail by
Reshitko [14], who emphasizes that the pricing strategy should perform not only a calculation, but also
a coordination function in the marketing management system. The scientist emphasizes the importance
of constant monitoring of demand, elasticity and consumer confidence, because they form the real limits
of price flexibility of the enterprise. For their part, Kochevoi et al. [3] emphasize the role of price as a
tool for strategic marketing planning. The authors prove that a competent combination of pricing policy
with communication and sales strategies helps to stabilize market share even in periods of demand
instability. In the works of Derhaliuk and Seredyuk [2], attention is focused on methods of pricing policy
management. Researchers show that the most effective are hybrid approaches, which combine elements
of cost, market and behavioral pricing. The experience of retail trade in the context of marketing pricing
policy is analyzed by Nahorna and Barylovych [11]. Their findings show that consumers react not only
to the nominal value of the price, but also to the level of trust, transparency and ethics of price
communication. Pricing policy as an element of general marketing management is interpreted by
Babukh and Fen [1]. Scientists believe that price performs a communication function, signaling the level
of quality, brand reputation, and the degree of trust in the company. In the systemic aspect, the study of
Zaverbnyi [20] demonstrates that the typology of pricing strategies covers a wide range, from premium
to flexible-adaptive models. The scientist notes that the main problem of modern enterprises is
fragmentation in the implementation of strategies, when individual departments operate without an
agreed price plan. A modern view of the international dimension of pricing is presented in the work of
Lunova [9]. The researcher proves that effective adaptation of marketing strategies for pricing in global
markets requires taking into account the cultural, economic and behavioral factors of consumers in
different countries. Summarizing the scientific positions of domestic authors, we can conclude that the
development of modern pricing models occurs in the direction of a combination of marketing,
behavioral and technological approaches. The study of Yevtushenko and Vasylkova [19] focuses on the
strategic nature of pricing in conditions of economic instability. The authors propose a model for
coordinating price decisions with the resource constraints of the enterprise and the dynamics of market
risks, which enhances the practical significance of the price as an anti-crisis mechanism. The behavioral
aspect of adaptive pricing is developed by Sokhetska [17], who proves the need to take into account
cognitive limitations and emotional reactions of consumers in periods of turbulence. The scientist
emphasizes that price decisions should be formed taking into account motivational triggers and models
of value perception, and not only on calculated parameters. In the work of Mazhara and
Yarmolenko [10], the emphasis is placed on modeling the adaptive pricing policy. The authors develop
an approach that takes into account the interaction of internal factors of the enterprise and external
shocks, offering tools for predicting the market’s reaction to price changes in conditions of turbulence.
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3. Problem Statement

The article is aimed at theoretical generalization and practical substantiation of marketing
mechanisms for the formation of the pricing strategy of the enterprise in the conditions of economic
turbulence. To achieve this goal, it is envisaged to solve the following tasks: to reveal the essence and
structural components of the pricing strategy of the enterprise from the standpoint of modern
marketing management; to analyze the influence of economic turbulence factors (inflationary
fluctuations, instability of demand, currency risks, changes in behavior consumers) on pricing
mechanisms; to characterize marketing tools and methods of adaptation of the pricing policy of the
enterprise to the unstable external environment [16].

4. Methods and Materials

The study uses a set of theoretical and applied methods aimed at identifying key marketing
mechanisms for the formation of the pricing strategy of enterprises in conditions of economic instability.

The method of comparative analysis was used to compare classical and modern pricing models
(cost, demand, behavioral, and dynamic), which made it possible to determine their relevance in the
conditions of market turbulence.

Methods of structural-logical analysis and modeling provided the construction of a classification
of adaptive price models and the development of a generalized sequence of formation of the pricing
strategy of the enterprise.

The empirical component is based on the analysis of financial and economic indicators of the
consulting company Price Waterhouse Coopers (PwC) [13] and enterprises of the telecommunications
sector for 2022-2024 [10; 17], which made it possible to trace the practical application of mixed price
approaches and assess the market reaction to price changes.

The information base of the study includes: scientific works of domestic and foreign authors on
marketing pricing, analytical materials on market trends, official statistical data of enterprises, and
results of their own systematization of approaches to adaptive pricing.

5. Results and Discussion

In the modern system of market relations, the price occupies a central place as a basic indicator
of economic processes and a key tool of marketing management. It not only reflects the cost assessment
of a product or service, but also shapes the behavior of market participants, determines the profitability
of enterprises, the dynamics of development of certain sectors of the economy and the level of well-
being of the population. Price is not only an economic category, but also a strategic tool in marketing
management, which determines the competitive position of the enterprise in the market. In the context
of constant fluctuations in the economic environment, inflationary processes and instability in demand,
it is the pricing policy that becomes the key lever for influencing business performance. For most
businesses, the pricing process today is not just a technical calculation, but a comprehensive
management decision that combines marketing, financial and behavioral aspects. The efficiency of all its
structural divisions and the level of profitability in conditions of market turbulence depend on the ability
of the enterprise to flexibly respond to changes in the external environment through adaptive price
mechanisms.

An economically justified pricing policy becomes the basis for business stability in a turbulent
market environment, when enterprises face fluctuations in demand, inflationary risks and changes in
the purchasing power of consumers. The legislative field of Ukraine, in particular the Law “On Prices
and Pricing”, interprets the price as the monetary equivalent of the cost of a unit of goods or services
[18; 19]. However, in modern realities, this concept goes far beyond the formal definition - price turns
into a strategic tool of marketing flexibility, which allows enterprises to adapt to economic instability,
maintain competitiveness and ensure sustainable development even in conditions of uncertainty.

Modern economic conditions, characterized by constant shocks - currency, energy, war, inflation
- radically change approaches to the formation of price strategies. During the period of economic
turbulence, classical pricing models (cost, demand, and competitive), which have long been considered
effective, increasingly demonstrate their inertia and weak reactivity to market changes. Their main
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weakness is that they rely on the assumption of rational behavior of economic agents and the stability
of the macroeconomic environment, which the current reality does not guarantee. In conditions when
consumers make decisions under the influence of emotions, fears and information noise, the concept of
“rational price” loses its absoluteness [17, p. 30]. So, in a crisis environment, price ceases to be only the
economic equivalent of cost - it becomes a marker of trust, stability, and predictability of the brand.
Enterprises that do not take into account behavioral patterns risk losing a customer, even with an
economically justified cost of the product. That is why adaptive pricing models are becoming relevant
(Table 1), which combine economic, psychological and technological factors into a single system. They
allow the enterprise not only to respond to fluctuations in demand but also to actively manage price
perception through communication, personalization, and social signals.

Table 1. Adaptive Pricing Models: Characteristics, Benefits, Risks, and Behavioral Guidelines

Model Name Key Feature Behavioral guidelines Key Benefits Possible risks
1. Cost-plus Price formation based | Rational cost analysis | Ease of calculation, | Low adaptability
model on the amount of costs | without taking into | transparency for | does not take into
and profit account behavioral | justifying prices account fluctuations
factors in demand and
consumer emotions
2.Demand-based | Setting prices taking | Limited rationality (the | Coherence with | High sensitivity to

pricing model

3. Behaviorally
Adaptive Pricing
Model (BAPM)

4. Psychological
pricing

5. Social-
Reference Pricing

6. Dynamic
Pricing

7. Heuristic
Pricing

8. Model using
psychological
triggers (Trigger-
based Pricing)

into account the
elasticity of demand
and solvency

Integration of economic

and psychological
factors into the pricing
process, taking into
account cognitive
effects

Using the emotional

perception of price and
the principle of “fair
value”

Setting prices with a
focus on social norms

and reference
expectations

Automatic real-time
price adjustment

according to changes in
demand, supply, macro
factors

Use of cognitive
simplifications in
pricing (availability
heuristics, status quo)
Activation of buying
behavior due to limited
supply, social proof,
discounts

consumer reacts not only

to logic, but also to
expectations)

Loss effect, framing,
status quo, emotional

response, expectations

Anchor effect, loss effect,
magic number effect
(9.99, 499 UAH)

Social signals, imitation,

conformity, price
comparison

Behavioral reaction to
frequent price changes;
Sensitivity to
transparency

Heuristics of
representativeness,

accessibility, attachment

Social  proof,
effect, urgency

scarcity

Source: Compiled by the author based on [17].

market demand

High sensitivity to
environmental
changes, the ability
to predict consumer
reaction
Increasing brand
credibility,
stimulating demand

Strengthening  the
social legitimacy of
the price, reducing
the risk of rejection

Flexibility, quick
response to the
market

Ease of perception,
ease of decision-
making by the buyer

Increasing demand,
mobilizing consumer
attention during the
crisis

consumer sentiment
volatility

Difficulty in building
models; risk  of
manipulation or loss
of trust

Overuse can cause
mistrust, loss of
reputation

Consumer resistance
with a sharp
deviation from the
usual prices

Risk of loss of trust
due to frequent
changes, perception
of manipulation

Can distort the real
value estimate

Ethical overload is
possible, loss of trust
under excessive
pressure

The behavioral aspect of pricing is revealed in the company’s ability to “read” consumer
expectations. As research shows, during economic crises, a special information environment is formed
- markets are overflowing with “emotional narratives” that directly affect consumer behavior [10]. For
example, in Ukraine in 2022-2024. There was an instability of purchasing power against the backdrop
of martial law: the population began to avoid unnecessary expenses, and the key selection criteria were
“trust price”, “fair discount” and “brand social responsibility”. Therefore, effective marketing
mechanisms today include: psychological pricing, which forms a sense of price fairness; framing effect
(“20% savings” is perceived more positively than “the new price is 20% lower”); the effect of social proof
(“this product has already been purchased by 1000 customers2); scarcity effect, which activates
spontaneous decision-making (“5 units left”) [17, p. 31]. Such tools not only increase conversions but
also create an emotional shield of trust between the brand and the client in times of uncertainty.
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Modern companies, especially in e-commerce, are actively implementing Big Data pricing and
Machine Learning pricing models that allow you to track the behavior of thousands of customers in real
time [7]. Algorithms analyze purchase history, search queries, demographics, social trends, and form
personalized price offers that optimize profits and increase loyalty [13]. Thus, in the retail sector in
Ukraine, in recent years, the number of platforms using real-time pricing, when the price automatically
changes depending on demand, seasonality, or even time of day, has increased. This allows enterprises
not only to maintain competitiveness, but also to form adaptive flexibility - the ability to respond to
market fluctuations without losing customer trust. However, there is also an ethical dimension:
excessive personalization or frequent price changes can be perceived as discriminatory or manipulative,
so the success of digital models depends on the transparency of communication and social trust in the
brand. Attention is drawn to the Behaviorally Adaptive Pricing Model (BAPM), which formalizes the
pricing process as an iterative cycle, where decisions are constantly updated based on three data
streams: economic indicators (inflation, unemployment, exchange rates, purchasing power); behavioral
signals (the level of consumer confidence, reaction to discounts, changes in emotional tone in social
networks); cognitive patterns (loss effect, framing effect, anchor effect, etc.). As a result, the price turns
into a “dynamic communication tool” that not only reflects the market situation, but also actively forms
consumer expectations [17, p. 32]. This makes BAPM extremely relevant for the modern Ukrainian
economy, where business constantly operates in conditions of unpredictability. For Ukrainian
enterprises, the transition to behaviorally adaptive pricing systems is of strategic importance:

- increasing the flexibility of management decisions - the ability to adjust prices in real time in
accordance with socio-economic sentiments;

- optimization of profitability through accurate segmentation and personalization;

- strengthening consumer confidence through the creation of a transparent pricing logic (“price
that can be explained”);

- increasing the resilience of business to crisis impacts due to quick feedback between the
market and the strategy.

In this context, it is advisable to consider an example of a study of pricing strategy in the consulting
sector, where the activities of the Ukrainian representative office of the international network Price
Waterhouse Coopers (PwC) for 2022-2024 are analyzed [10, p.146]. The purpose of the analysis was to
assess the effectiveness of the chosen pricing model and its impact on the financial stability of the
company. Over the past three years, the company has seen a net revenue growth of 71.8%, reflecting its
successful market expansion and stable demand for its services. At the same time, the profitability of
sales decreased from 38.71% to 35.23%, and in 2024, a net loss of -1448 thousand UAH was recorded.
UAH. This indicates an increase in operating costs and the need for deeper optimization of the price
structure. Despite the decline in profitability, PwC’s financial condition remains stable. In terms of
liquidity and autonomy ratios (within the range of 0.6-0.7), the company maintains an absolute type of
financial stability, has a sufficient amount of its own working capital and a high ability to cover short-
term liabilities. This indicates financial independence and readiness to invest in the development of new
areas without a critical impact on the current pricing policy. In the course of the study, four key features
of PwC pricing were identified:

- qualification dependence of price - a high share of labor costs (5.56% in the cost structure in
2024) determines a close relationship between the level of competencies of personnel and the final cost
of services;

- seasonality of demand - in peak periods (January-April), premium prices are used, and in the
off-season, flexible discounts and promotional offers are used to maintain staff workload;

- synergy of package offers - a combination of audit and consulting services allows you to
optimize prices and increase value for the client;

- reputational premium - belonging to the “Big Four” and international image provides an
opportunity to keep prices in the upper market segment.

Overall, the results show that PwC applies a comprehensive pricing model that combines a cost
approach, market orientation and the principle of “value for the customer”. Despite a temporary
decrease in profitability, this strategy remains effective, as it ensures sustainable revenue growth,
financial autonomy, and customer confidence in a turbulent economic environment. Summarizing the
results of PwC'’s study on pricing strategy, it is advisable to examine how similar approaches to value
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formation are implemented in other industries, particularly in the telecommunications sector, where
pricing policy is not only economic but also strategic.

Unlike consulting companies, where the cost of intellectual labor is a key factor,
telecommunication enterprises operate in a highly competitive environment that requires dynamic and
multi-level price management. In this industry, mixed pricing strategies that combine elements of
market adaptation and behavioral flexibility are most commonly used. In particular, the market
penetration strategy helps to quickly expand the customer base through attractive initial rates, while
the premium strategy focuses on building a high-quality image and increasing the value of services. At
the same time, discriminatory pricing allows you to vary tariffs depending on the segment of consumers
and the level of their loyalty, and the strategy of “skimming the cream” is used when launching
innovative solutions, when the price is first maximum, and then gradually decreases. In addition,
telecommunications companies are actively using price wars as a tool to strengthen competitive
positions, as well as package pricing, which involves the integration of several services - mobile
communications, Internet, television - into a single tariff, increasing consumer loyalty. This approach
demonstrates that in a saturated market, it is flexibility, the ability to predict customer behavior and a
strategic combination of pricing instruments that determine the effectiveness of the company’s
marketing policy [4; 13; 17]. Thus, in both the consulting and telecommunications sectors, pricing is no
longer just a mechanism for reimbursement of costs - it is transformed into a complex system of market
relations management, where the price becomes an indicator of the quality, trust and competitive
stability of the company [8].

The variety of modern pricing models - from competitive and dynamic to premium or package -
creates the possibility of combining approaches, when the enterprise simultaneously takes into account
the cost, demand and perception of value. For example, the combination of value and package pricing
allows you to form attractive offers that strengthen customer loyalty and increase market share. In
today’s economy, a company’s success is determined by its ability to flexibly adapt pricing policies to
changes in the external environment, integrating digital tools, consumer behavior analytics, and
personalized solutions. It is this adaptive pricing strategy that turns into the main driver of
competitiveness and long-term sustainability of the business [4; 5; 9; 20].

Therefore, the development of a pricing strategy is a consistent and multi-level process aimed at
systematically substantiating approaches to price formation and coordinating them with the company’s
goals and conditions of an unstable market (Fig. 1). At the initial stage, initial information is collected -
analysis of the market environment, consumer preferences, costs and competitive positions. This allows
you to determine the potential capabilities of the enterprise and form the basis for choosing the
directions of pricing policy. The second stage involves strategic analysis, within which various
development scenarios are modeled, financial results, cost structure, consumer behavior and
competitors’ actions are evaluated. Particular attention is paid to forecasting external factors - inflation,
government regulation, and changes in demand. It is at this stage that an understanding of how price
can affect the profitability and competitiveness of a company is formed. The final stage is the design and
testing of the pricing strategy, when the optimal price level is determined, the effectiveness of the
selected model is checked and adjusted in accordance with market dynamics [19]. As a result, a
coordinated price management system is formed, which not only ensures the financial stability of the
enterprise but also strengthens its strategic position in the market.

The main stages of “\ Strat “\
developing pricing Collection of rategy Strategy testing

strategies initial information “/ preparation “/

Figure 1. Stages of developing pricing strategies
Source: Compiled by the author based on [19].

Thus, companies are forced to adapt their pricing strategies to the specifics of each market, taking
into account the level of competition, purchasing power and cultural characteristics. The competitive
environment is a determining factor: with low competition, an enterprise can charge premium prices
and strengthen the brand image, while in saturated markets it must focus on the average price level and
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strengthen marketing tools to maintain positions. In international practice, several models of price
adaptation are distinguished. The standardization model provides a single price for all countries (like
Apple), which strengthens the brand, but reduces the availability of the product for countries with lower
incomes. On the contrary, the full adaptation model takes into account local economic and cultural
factors, as in McDonald’s or IKEA, providing flexibility but requiring higher costs. The globalization
model combines a global approach with local adjustments, allowing you to maintain corporate integrity
while meeting regional needs (as in Coca-Cola). The purchasing power model (PPP), which takes into
account the level of income of the population (Netflix, Spotify), and the model of competitive parity,
when prices are consistent with market conditions and offers of competitors, are also used [12]. All
these approaches are aimed at achieving the main goal - maintaining the profitability of the company
while meeting the local expectations of consumers as much as possible.

6. Conclusions

It has been proven that price is not only an economic category, but also a strategic tool of
marketing management, which determines the positioning of an enterprise in the market, the level of
its competitiveness and consumer confidence. In conditions of high volatility, the price turns into a
multidimensional signal that reflects not only the cost, but also the reputation of the brand, the level of
service, customer expectations and the social responsibility of the business. It has been established that
traditional pricing models (cost, demand, and competitive) lose their effectiveness in crisis conditions
due to limited flexibility and focus on rational consumer behavior. In situations of uncertainty, they do
not take into account the emotional, social and behavioral factors that shape the real perception of the
value of the product. This creates the need to move to adaptive and behavior-oriented models. The
concept of behavioral-adaptive pricing, which combines economic indicators, behavioral signals and
cognitive patterns of consumer decision-making, is proposed. This approach allows the enterprise not
only to respond to market changes but also to actively manage price perception through personalized
offers, social triggers, framing effect, and “trust price” models. The role of digital technologies and
analytical tools (Big Data, Machine Learning, and real-time pricing) in the formation of modern
marketing pricing mechanisms has been revealed. They provide businesses with the ability to quickly
track market fluctuations, analyze consumer behavior in real-time, and create customized price offers,
increasing profitability and customer loyalty. Thus, the results of the study indicate that marketing
pricing mechanisms should move from static economic models to integrated, behavioral-analytical
systems that combine elements of flexibility, transparency and digital adaptability. This opens up
prospects for further scientific research in the direction of developing models of “internal price
dynamics” of enterprises, which take into account the relationship between strategic, psychological and
technological factors in the process of pricing [6].
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Po3BUTOK yKpalHCbKOI €KOHOMIKHM Ta YKpaiHCbKUX MiJANPUEMCTB CYNpPOBOJXKYETbCA
BIJINBOM €KOHOMIYHMUX BHUKJHMKIB. Hapasi Hai6isibll 3HAaYHHUM BIJIMB Ha O6i3Hec-
JISJIBHICTD B YKpaiHi MalOTh TpU KJIIOYOBI €KOHOMIiYHI BUKJHKHU: Kpusa 2014-2017
POKiB, 1110 6yJ1a BUKJIMKaHA peBOJIIOLiIHHUMU 3MiHAMU Y BEKTOPi pO3BUTKY EKOHOMIYHUX
BigHOCHH B KpaiHi; nanaemia 2019-2020 pokis; pocilicbke BiliCbKOBe BTOPTHEHHS B
Ykpainy Ta Kpu3a BiliCbKOBOr0 PO3BUTKY eKoHOMiku 2022-2025 pokiB. B nux ymoBax
MiANPUEMCTBA MIOBUHHI NiABUILYBATU piBEHb aJANITUBHOCTI 10 EKOHOMIYHUX BUKJIUKIB,
o 6y/ie BUCTyNATH 3all0PYKO0 3abe3nedeHHs] KOHKyPEHTOCIPOMOXKHOCTI Ha pUHKaX
ToBapiB (pobiT, mocayr). HaykoBe mociii>xeHHs NPUCBsYeHe BUPILIEHHIO aKTyaJlbHOL
HayKOBO-NPAaKTU4YHOI Mpo6JeMH 110J0 pO3POOKM MNpPOMO3ULIM Yy KOHTEKCTI
3abe3neyeHHs KOHKYPEHTOCIIPOMOXHOCTI YKPaiHCbKUX Oy/iBeJbHUX MiANPUEMCTB Ha
OCHOBI MiZBUIEHHS1 aJANTHBHOCTI 6yAiBesbHOro 6i3Hecy B VYKpaiHi [0 BIUIKMBY
€KOHOMIYHMX BUKJIMKIB. Y HayKoBi#l cTaTTi 6ys1a mpoBeZieHa OljiHKa piBHA i TeHAeHIiN
aJJalTUBHOCTI [0 EKOHOMIYHHUX BUKJIMKIB YKpPaiHCbKUX OyJiBeJbHUX MiJNPUEMCTB Y
nepiog 3 2013 poky no 2024 poky. OuniHOBaHHSA NPOBOJAMJIACH 10 TPbOM CKJIAZ0BUM:
OliHKa 3MiH 4aCTKU OYiBHUITBA Y BaJIOBOMY BHYTPilIHbOMY NPOJYKTi KpaiHU; OLliHKa
3MiH Yy KiZbKOCTi OyZiBeJIbHUX MNiJNPUEMCTB; OLiHKa popMyBaHHs OyAiBeJIbHUMU
NiAIPUEMCTBAMU KpaiHM YUCTOro NpUOYTKY (36UTKY), Yy TOMy 4YucCIi 3 HoAiIoM
OyZiBeJIbHUX CyG6’€EKTIB  TroCmoJaproBaHHS Ha  BeJWKi, cepeanHi, wMajai Ta
MikpomnianpueMcTBa. [IpoBe/ieHa oLiHKA MOKa3aja KPUTHYHI NpobJieMu 6y/iBesIbHOTO
6i3Hecy B YKpaiHi mo/1o ajanTarii o0 eKOHOMiYHUX BUKJIMKIB, [0 HETATUBHO BILJINBAE
Ha KOHKYpPEHTOCIPOMOXHICTb OyZAiBeJbHUX MiANPUEMCTB. Y JociaimxkeHHi 6ysa
3amnporoHOBaHa CYKYNHICTh ONTUMI3alilHUX 3aX0/iB MiZiBUILlIEHHS PiBHSA aJalTUBHOCTI
JI0 eKOHOMIYHUX BUKJIMKIB Ta KOHKYpPEHTOCHPOMOXHOCTI YKpaiHCbKUX OY/iBeJbHUX
MiIMPUEMCTB, Jle KJIFDUOBHUM BUCTYIIAE PO3PO6JIeHUH MexXaHi3M MiABUIeHHS ajanTallii
[0 EKOHOMIYHHMX BHUKJIMKIB Ta KOHKYPEHTOCIPOMOXXHOCTi 6yAiBeJbHUX HiAIPHUEMCTB
Ykpainu.

KJ/IIOYO0BI CJ/IOBA

ajanTauis, 6yZiBeJsibHI MiANPUEMCTBA, BOEHHUN PO3BUTOK EKOHOMIKH, EKOHOMIYHI
BUKJIMKH, KOHKYPEHTOCIIPOMOXKHICTb.
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1. Introduction

On the other hand, the construction industry, taking into account the level of destruction of
infrastructure facilities in the country, critical changes in the demand for commercial and residential
real estate as a result of relocation enterprises of the country, as well as internal migration of the
population of Ukraine, should act as a driver for the economy of the state and the economy of Ukrainian
regions. Separately, it should be noted that the construction sector and construction enterprises have
an interconnection and significant impact on all other sectors of the economy, forming the demand for
raw materials, building materials, services and works and providing the economy with the supply of
construction works, as well as forming a significant component of capital investments of business and
the population of the country [1].

The development of the construction business in Ukraine takes place under the influence of an
aggressive external environment, the basis of which is a certain number of key economic challenges that
form a set of unique conditions, as well as risks for the conduct of financial and economic activities by
construction enterprises of the country. On the other hand, the business environment for the
construction business is highly competitive, where large, medium, small and micro providers of
construction services and construction work are present with a significant share of shadow and gray
businesses. Thus, it is possible to say that competitive success in the construction business in Ukraine,
as well as long-term effective functioning in the construction services market, is possible only if it
quickly adapts to economic challenges.

Summing up the above, we emphasize that currently one of the key scientific and practical
problems for the country’s economy as a whole, as well as for the construction sector of the national
economic system and construction enterprises in particular, is the assessment of the level of adaptation
of construction enterprises in Ukraine to economic challenges and the search for ways to increase the
level of adaptation of the construction business to key economic challenges in the context of ensuring
(enhancing) the competitiveness of construction entities management.

2. Literature Review

The problems of studying the competitiveness of construction enterprises were in the focus of
scientific attention of both foreign and domestic scientists.

Of scientific interest is the research of Ahmed Badawi et al. on the assessment and improvement
of the effectiveness of management of the competitiveness of construction companies based on an
integrated multi-criteria model of decision-making. At the same time, scientists focus on the study of
three key areas (pillars) of competitive advantages of construction enterprises: non-financial internal
sphere; non-financial external sphere; financial sphere. The proposed model for assessing the
competitiveness of the construction business includes 6 categories and 26 factors [2].

A group of Indonesian scientists (M. Huda, T. S. Rini, Siswoyo, S. Azizah) focused on studying the
influence of the company’s environment on the efficiency and competitiveness of a business entity. At
the same time, the study focused on the activities and assessment of the competitiveness of Indonesian
construction companies [3].

Scholars from Ghana (Matthew Kwaw Somiya, Clinton Ochis Aigbawboa, Wellington Didibhuku
Twala) have attempted to identify critical success strategies for the competitive advantage of local
construction firms in developing countries, taking construction companies from Ghana as an example.
The researchers identified four key components underlying critical success strategies for the
competitive advantage of local construction firms in developing countries, namely: tender, contract,
customer-centric, and branding strategies [4].

A scientist from Uzbekistan Solieva Umida Alisher Kizi in her own research reveals approaches to
increasing the competitiveness of construction enterprises, taking as a basis the study of the
construction business in Uzbekistan. The scientist concludes that enterprises with high investment
activity, new technologies, elements of the management system (ISO 9001 and ISO 50001) show better
results and are more competitive in the markets of developing countries [5].

Interesting, from a scientific point of view, is the work of the Israeli scientist Oleg Harit, which
focuses on the strategy of introducing new technologies in construction within the framework of
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ensuring the competitiveness of the construction business. The scientist investigates the problems,
economic effects and business strategies of the introduction of BIM technologies in construction, as well
as the impact of the introduction of BIM technologies on the competitiveness of construction
enterprises [6].

Ukrainian scientists aroused considerable interest in the issues of assessing, ensuring and
increasing the competitiveness of the construction business before the start of the full-scale invasion of
Russian aggressors into Ukraine. It is possible to single out the scientific works: K. A. Mamonova and
D. O. Prunenko on the disclosure of theoretical aspects of assessing the competitiveness of construction
enterprises in Ukraine [7]; a team of scientists headed by O. G. Yankov, who, within the framework of
the study of assessing the level and directions of increasing the competitiveness of enterprises, paid
attention to the analysis of the factors of competitiveness of construction enterprises of Ukraine [8];
G. M. Grebnev, who concentrated on determining the directions for increasing the effectiveness of the
marketing mechanism for managing the competitiveness of construction enterprises of Ukraine [9];
A. G.Semenov, who revealed the peculiarities of diagnosing the strategic competitiveness of
construction enterprises according to indicators of sustainable development [10]; O. S. Ivanilova,
V. V. Smachylo and K. V. Polozhiy, who focused on the quantitative assessment of the competitiveness of
four construction enterprises in the Kharkiv region, based on the data of financial statements and
industry statistics [11].

We testify to the growing attention to the problems of ensuring (assessing, enhancing) the
competitiveness of Ukrainian construction enterprises after 2022, as a reaction of the Ukrainian
scientific community to the new economic challenges of the military development of the Ukrainian
economy. It is possible to single out the scientific researches of I. V. Biletsky et al., who paid special
attention to the disclosure of factors influencing the competitiveness of Ukrainian construction
enterprises during the war [12]; S. S. Lopatka, who identified the key characteristics of ensuring the
competitiveness of the Ukrainian construction business during hostilities in the country [13];
[. Epifanova et al., who in their own research formed a set of key internal and external factors of ensuring
the competitiveness of construction enterprises, and also proposed an integral indicator for assessing
the level of competitiveness of the construction business [14]; V. V. Kruglikova et al., who studied the
influence of external and internal environmental factors on the level of competitiveness of a
construction enterprise in the conditions of hostilities in Ukraine [15]; N. Tyurinoy et al., who developed
recommendations for the formation of stages of management of competitiveness of enterprises in the
construction industry of Ukraine, as well as structured criteria for assessing the competitiveness of a
construction company [16]; L. 0. Gudymy, who conducted a study of various classifications of factors
that have an impact on the work of construction enterprises, structured the factors according to their
belonging to the environment and concluded about the predominance of external factors, as well as on
the basis of the list of identified factors, formed a PEST analysis, where she substantiated how exactly
the selected factors affect the competitive activity of construction enterprises in Ukraine [17].

Please note that research in the field of competitiveness of construction enterprises, both abroad
and in Ukraine, does not touch on one of the key modern scientific and practical issues, namely the
impact of adaptability to economic challenges on the competitiveness of the construction business,
which requires the initiation of a scientific discussion and the receipt of practical recommendations for
construction enterprises in the country, taking into account the military development of the economic
system of the state and the prospects for post-war development Ukrainian economy.

3. Problem Statement

The purpose of the article is to form proposals to increase the competitiveness of Ukrainian
construction enterprises based on improving adaptation to the economic challenges of the construction
business of Ukraine.
4. Methods and Materials

This study applies an integrated approach combining economic analysis, enterprise management

theory, and competitiveness concepts to assess the adaptability of Ukrainian construction enterprises
to economic challenges. The empirical base includes official statistics of the State Statistics Service of
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Ukraine and industry reports for 2013-2024. Dynamic, comparative, and trend analysis methods were
used to identify structural changes and crisis impacts on the construction sector. Enterprises were
classified by size to assess differences in adaptability. Logical analysis and modeling were applied to
develop recommendations for increasing adaptability and strengthening competitiveness under
conditions of economic instability and wartime challenges.

5. Results and Discussion

Throughout the entire functioning of market economic relations in Ukraine, the Ukrainian
construction business has been under the influence of a set of various economic challenges that have
been dynamically changing and formed a unique business environment for Ukrainian construction
enterprises. Currently, it is possible to single out five key economic challenges that had a critical impact
on the formation and development of the business environment in the construction sector of the
country’s economy: the transformational economic crisis of 1991-1999, which was caused by the
transition of the country’s economy to a market model of development; the economic crisis of 2008-
2009, which was caused by the global financial crisis and was the first “classic” market crisis for the
Ukrainian economy and Ukrainian enterprises; the crisis of 2014-2017, which was caused by
revolutionary changes in the vector of development of economic relations in the country; pandemic of
2019-2020; the Russian military invasion of Ukraine and the crisis of military economic development
in 2022-2025.

We consider it appropriate, taking into account the identified five key economic challenges for the
economic system of Ukraine, the construction industry of the country’s economy and construction
enterprises, to focus in the study on the last three of the identified economic challenges, as those that
have the greatest impact on modern business activities in the construction sector of the state. At the
same time, when conducting the study, it should be taken into account that competition in the
construction sector between construction enterprises has significant differences from other areas of the
country’s economy, which forms a unique competitive environment. Such differences include:

- strong pressure on the new supply of commercial and private real estate from the secondary
market;

- the need to invest significant funds in construction work and a significant period of return on
investment;

- the possibility of forming a “canopy” of speculative demand in the market, which can be
significantly differentiated by regions and individual territories (locations) of the country;

- the need to take into account the emergence or implementation of “deferred demand” in the
market, which may differ significantly by region and individual territories (locations) of the country;

- complex production process, which has a long operating cycle and in which a significant
number of participants are involved, both those who are directly involved in construction and those
who have an indirect impact on construction activity;

- formation of significant demand from the secondary real estate market, which delays
construction companies from the construction of new real estate;

- high level of gray and shadow segments, which deforms the construction services market,
especially in the field of real estate repair services;

- high level of sensitivity to changes in the external environment and the development of the
economy of the country and certain regions of Ukraine.

Taking into account the above, we consider it appropriate to assess the level of adaptation of the
construction business and construction enterprises in Ukraine to economic challenges (economic crisis
0f2014-2017, pandemic, and Russian military invasion). Hence, the estimate will be made for the period
from 2013 (the year before the economic crisis of 2014-2017) to 2024 (the last year of available
statistics). At the same time, for the assessment, we will take three key components that will allow us to
assess the adaptability of Ukrainian construction enterprises to economic challenges, namely: the ratio
of the development of the construction industry with the development of the national economy, which
is expressed in Gross Domestic Product (GDP) (Fig. 1 and Fig. 2); comparison of the development of
enterprises in the country as a whole and in construction (Table 1); formation of net profit (loss) by
enterprises of the country and construction business, including the division of construction enterprises
into large, medium, small and micro enterprises (Fig. 3 and Fig. 4).
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Figure 1. Share of construction in the gross domestic product of Ukraine in 2013-2024, %
Source: Systematized by the author according to the data [18].

The study of the share of construction in GDP will allow us to understand the level of reaction of
the construction industry and construction enterprises of the country to negative and positive changes
in economic relations during the study period (Fig. 1). It should be noted that in 2014-2016 there was
a decrease in the share of construction in the country’s GDP, which indicates adaptive problems of
construction enterprises, while the pandemic did not negatively affect the activities of construction
enterprises in Ukraine. Hostilities in the country have critically negatively affected the activities of
construction enterprises. At the same time, the data in Figure 1 shows that the industry is critically slow
to recover from the war shocks of economic development against the background of the rapid recovery
of the national economy as a whole.

The study of the dynamics of indices of the physical volume of gross domestic product and
construction to the previous year in Ukraine in 2013-2024 (Fig. 2) confirms the previously made
conclusions and indicates that construction in Ukraine is a leading industry within the development of
economic crises, which can be seen by the lagging behind of the construction industry from the
development of the country’s economy in 2013-2015, as well as by the outstripping pace of construction
development in relation to the economy of the state in 2016-2021. On the other hand, it is clear that the
construction industry was critically unprepared for military changes in the development of Ukraine’s
economic system in 2022, but tried to compensate for the decline in 2023 and 2024.
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Figure 2. Dynamics of indices of the physical volume of gross domestic product and construction
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Source: Systematized by the author according to the data [18].
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The analysis of the dynamics of the number of enterprises in general and the number of
construction enterprises in Ukraine (Table 1) shows the same picture as was determined in the analysis
of GDP, namely: the number of construction enterprises began to decline in 2014-2015, and starting
from 2016, the growth of the number of construction enterprises in the country began; during the
pandemic, there was a rapid increase in the number of construction enterprises, which ended in 2021;
In 2022, there was a sharp decrease in the number of construction enterprises; In the period 2023 and
2024, there was an increase in the number of construction entities, but in 2024, the growth rate of the
number of construction enterprises lagged behind the national growth rate of the number of business
entities. Studying the dynamics of the number of enterprises in general and the number of construction
enterprises in Ukraine in the period from 2013 to 2024, it is possible to see that against the background
of a small increase in the total number of enterprises in the country (+ 227338 units or + 0.89%), the
number of construction enterprises decreased (-1824 units or -1.97%), which was caused, first of all, by
the low adaptability of the construction business to the war challenges of the development of economic
relations in the country, as well as competitiveness issues.

The presented conclusions are confirmed by changes in the share of construction enterprises in
the total number of enterprises in the country during the study period, which decreased in 2024
compared to 2013 by 0.46% to 2.62% (Table 1). Separately, we draw attention to the discrepancy
between the share of construction enterprises in the total number of enterprises in Ukraine and the
share of the construction business in the country’s GDP, which increased significantly in the period from
2022 to 2024. The above indicates an increase in problems related to the adaptation of construction
business entities to the challenges of military development of the state’s economy and problems with
competitiveness.

Table 1. Analysis of the dynamics of the number of enterprises in general and the number of
construction enterprises in Ukraine, as well as the share of construction enterprises in the total
number of enterprises in the country in 2013-2024

In general, Construction, | Share of construction in the total
Years . . . .
enterprises, units units number of enterprises, %
2013 1722070 52983 3.08
2014 1932161 52189 2.70
2015 1974318 55128 2.79
2016 1865530 50208 2.69
2017 1805059 50261 2.78
2018 1839593 52531 2.86
2019 1941625 56855 2.93
2020 1973577 56926 2.88
2021 1956248 56627 2.89
2022 1732508 44720 2.58
2023 1913193 50621 2.65
2024 1949408 51159 2.62
Basic absolute deviation, units. 227338 -1824 -0.46
Basic growth rate, % 100.89 98.03 97.16

Source: Systematized by the author according to data [19].

An important marker of business adaptation to economic challenges is the formation of net profit
or net loss. Let’s study the dynamics of net profit (loss) in general for the country’s enterprises and for
construction enterprises of Ukraine in 2013-2024 in Figure 3.

We note the critical problems of the country’s construction sector regarding the formation of net
profit, since for twelve years of the study, construction enterprises received a net profit within only four
years (2018, 2019, 2021, 2023), while the country’s economy generated net profit for eight years out of
twelve years of the study (2016, 2017, 2018, 2019, 2020, 2021, 2023, 2024). And even in periods of
profitable activity, the share of construction enterprises in the total amount of net profit received by
Ukrainian enterprises was insignificant: in 2018 - 1.5%; 2019 - 2.6%; 2021 - 0.7%; 2023 - 0.3%. It
should be noted that in addition to 2019, the share of net profit received by construction enterprises in
the total amount of net profit received by enterprises of Ukraine did not correspond to the share of the
construction industry in the country’s GDP, as well as the share of the number of construction
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enterprises in the total number of enterprises of the state. On the other hand, in 2022, construction
companies provided 7.0% of the country’s net loss.
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Figure 3. Dynamics of net profit (loss) in general by enterprises of the country and by
construction enterprises of Ukraine in 2013-2024, min UAH.
Source: Systematized by the author according to [20].

Taking into account the problematic situation with the formation of net profit (loss) in the
construction sector, we consider it appropriate to determine which enterprises (large, medium, small,
micro) were least adapted to economic challenges, especially during the war development of the
Ukrainian economy. For this purpose, we will study the dynamics of net profit (loss) for large, medium,

small and micro enterprises of the construction industry of Ukraine in 2013-2024 (Fig. 4).
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Figure 4. Dynamics of net profit (loss) by large, medium, small and micro enterprises of the
construction industry of Ukraine in 2013-2024, min UAH.
Source: Systematized by the author according to [20].
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Having studied the data on net profit (loss) for large, medium, small and micro enterprises of the
construction industry of Ukraine for the period from 2013 to 2024, it is possible to draw the following
conclusions: all enterprises of the construction industry were not sufficiently adapted to economic
challenges during the study period; the highest level of adaptation and competitiveness was shown by
medium-sized enterprises; Large construction enterprises were also adapted to economic challenges to
some extent, but their share and impact on the construction industry during the study period was not
significant; Please note that in 2016 large and medium-sized enterprises did not carry out operational
activities, which indicates critical problems in terms of adaptation and competitiveness; small
construction enterprises generated net profit only in 2019 and critically responded to all economic
challenges identified in the study; The least adapted to economic challenges and the least competitive
during the study period were microconstruction enterprises, which formed only a net loss throughout
the study period.

Summing up the assessment of the level of adaptation of construction enterprises in Ukraine to
economic challenges, we note the insufficient level of adaptation in the period from 2013 to 2024. At the
same time, the main problems with adapting to economic challenges arose in the construction industry
with the beginning of the full-scale invasion of Ukraine by Russian aggressors. Small and micro-
enterprises in the construction sector in the country suffered the most from the low level of adaptation
to economic challenges. Problems with adaptation led to the withdrawal of enterprises from the
construction industry due to the loss of competition and the generation of losses (Table 1, Fig. 3 and
Fig. 4).

In modern conditions, taking into account the conducted research, it is the increase in adaptation
to economic challenges, especially those caused by the military development of the Ukrainian economy,
that is the key to ensuring a sufficient level of competitiveness for Ukrainian construction enterprises.
At the same time, the construction business in Ukraine should pay attention to the following aspects of
increasing adaptability to economic challenges in the context of increasing its own competitiveness in
the market of construction services and works: development and implementation of adequate methods
for assessing the level of adaptation to economic challenges and the level of competitiveness in the
relevant markets; identification and formation of a list of key negative factors influencing adaptability
to economic challenges and competitiveness; shifting the emphasis in personnel training towards
ensuring anti-crisis resilience of business in the face of increased impact of economic challenges on
competitiveness; development and implementation of strategic measures to increase the level of
adaptation to economic challenges and the level of competitiveness in the relevant markets; increasing
innovation activities with an emphasis on the introduction of new construction technologies,
digitalization of business activities, optimization of managerial work; formation of a set of resources for
the implementation of strategic measures to increase the level of adaptation to economic challenges and
the level of competitiveness; development and implementation of a mechanism for increasing
adaptation to economic challenges and increasing the level of competitiveness (Fig. 5).

We note the critical need to increase the adaptation of construction enterprises of Ukraine to
economic challenges within the framework of ensuring a level of competitiveness of construction
business activities adequate to market requirements.

6. Conclusions

Business entities in the construction sector of the economy of Ukraine are under significant
pressure from economic challenges, especially those related to the conduct of military operations on the
territory of the country. On the other hand, we note significant problems with ensuring the
competitiveness of construction enterprises, which was expressed in a decrease in the share of the
construction industry in GDP (loss of competition to other industries for resources and money of
consumers), decrease in the number of construction enterprises (loss of competition in the construction
services market and exit from the market) and critically negative trends within the formation of net
profit (loss), especially by small and micro-construction business units (non-compliance with
competitive market conditions). In such conditions, construction enterprises should look for
opportunities to ensure their own competitiveness, which can be done on the basis of increasing the
level of adaptation to economic challenges. For this purpose, it is important to develop and implement
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a set of optimization approaches and a mechanism for increasing adaptation to economic challenges and
competitiveness of construction enterprises in Ukraine.
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Figure 5. Mechanism for increasing adaptation to economic challenges and competitiveness of
construction enterprises of Ukraine
Source: Own research.

The practical implementation of the proposals and conclusions of this article should be considered
in the context of their importance for ensuring the competitiveness of Ukrainian construction
enterprises, as well as stimulating the increase of adaptability to the economic challenges of the
Ukrainian construction business. Prospects for further research on the basis and using the scientific
results of the study are to find ways to increase the level of competitiveness of Ukrainian construction
enterprises of small and micro businesses in the face of economic challenges.
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Y crarTi fgociipKeHO OOMeXEeHHSI Ta PU3WKHW BUKOPHUCTAHHS TEXHOJIOTIM LITy4YHOrO
intenexkty (ILUI) B cuctemi momaTkoBoro o6.uiky migmpueMcrBa. Tak sIK MOAATKOBE
cepenoBulle GYHKLiIOHYBaHHS MiANPUEMCTB B YKpaiHi XapaKTepU3yeTbCs
HecTabiJbHICTIO, CKJIAJHICTIO, a, NOJEKY/AH, HEJOCTaTHbOIO BpPEryJbOBAHICTIO TUX YU
iHIIKMX BUJIB JisiJbHOCTI abo omepaliid, a 3ampoBaJPKeHHs Cy4yacHUX LUPPOBUX
TEXHOJIOTIH BiJI0yBa€ETbCA CTPIMKMMHM TeMIIaMH, TeMa JOCJi/PKeHHS € BKpau
aKTyaJpHO0. MeTa JOC/Ii/PKeHHsI - BUOKPEMJIEHHSI OCHOBHUX IP0G6JIeM 3aCTOCYBaHHSA
TexHoJsorid I B mogaTkoBoMy 06J1iKy BiTUM3HSIHUX MiANPUEMCTB Ta OGI'PyHTYBaHHS
MPOMO3ULIH 10/[0 IX BUPilIeHHS YU MiHiMi3alil moB’A3aHUX 3 TAKUM 3aCTOCYBaHHAM
HeraTUBHUX HaCJifKiB. MeTo10/10TiUHY OCHOBY JOC/Ii/>KEHHSI CTAHOBUJU CUCTEMHUUN
MiAXiJ, y NO€AHAHHI 3 TaKUMHU MeTOJaMU HAyKOBOrO Ni3HAHHA fK aHaJli3, CUHTE3,
y3arajbHeHHs], iHAYKLis ¥ Jgefykuifa. Y pe3yabTaTi HpoBeAeHOro JOCTi[KeHHS
y3araJbHEHO eTanu eBoJtoLii 3actocyBaHHd LI B onogaTKyBaHHI — Bif aBTOMaTU3aLil
MOBTOPIOBAHUX PYTHUHHUX Olepalii o moraunbaeHoi iHTerparii ckiagaux cucrem 11,
3/laTHUX 3AIMCHIOBAaTH aHaJITUKYy HOPMAaTUBHHUX aKTiB, IPOTHO3YBaHHA NMOJATKOBUX
3000B’s13aHb | NiATPUMKY yNpaBJiHCbKUX pimeHb. [IpoaHanisyBaBIIM CBiTOBUH Ta
BiTYM3HAHUM JocBif BUKopucTaHHsA I B mojgaTkoBiil cdepi, BU3HaUeHO OCHOBHI
HanpsiMM KMOro 3aCTOCYBaHHs Ha piBHI MifNpueMCcTB. Pa3oM 3 TuUM ieHTUdiKOBaHO
HU3KY NIpo6JieM, siKi, y KiHIleBOMy pe3y/bTaTi, 3HUKYIOTb ePpeKTUBHICTb BUKOPUCTAHHS
II: 6pak BiAOBiAHMX KOMIETEHIiH y MpaLiBHUKIB, TPYAHOILI iHTerpauii 3 icHyrounMu
Ha MiANPUEMCTBI TEXHOJIOTiSIMY, 3HaYHI BUTpPATHU Ha BrpoBamxeHHs LI, ocobsnBo Ha
MOYAaTKOBUX eTallax, CKJaAHOIIi 3 OI[iHKOI peHTabesbHOCTI iHBecTuLiil y LI, HU3bKY
SKICTb JAHUX, a TAKOX EKOJIOTiuHi, coniajbHi Ta eTU4Hi PU3UKY, K i NMpobieMu
Kibep6e3neku. Y cTaTTi OGIPYHTOBAHO 3axO4M, IO YMOXJ/IUBJIOKTL YCHillHe
BnpoBamxeHHsa I (migBuineHHs piBHA UUPPOBUX KOMIETEHLIM MpauiBHUKIB,
30Ccepe/PKEHHSI O0COOJIMBOI yBarn Ha 3axXWUCTi MOAATKOBUX JAHHMX Ta IIPO30POCTi
anroputMmiB I, 36epexeHHs 3a JIIOJUHOI KJHOYOBOI YHKI - HpPUAHATTA
YHpaBJiHCBKUX pillleHb, MOeTamHe 3acTocyBaHHS TexHoJuori I Tomo). 3po6seHo
BUCHOBOK, L0 BUBa)kKeHe M ycBifjomJieHe BukopuctaHHs I 3i BpaxyBaHHSM yciX
3acTepeXeHb i pU3UKIB MOxe TpaHCPOPMYyBaTH MOJATKOBUX 00JIiK, NepeTBOPUBIIU
1oro Ha JlieBUM IHCTPYMEHT YIIpaBJIiHHSA JislJIbHICTIO MiATPUEMCTBA.

KJ/IIOYOBI C/IOBA

KiGep6e3neka, NOAATKOBUM 006JIiK, MOJATKOBI pU3UKH, [UPPOBI TeXHOJIOTI], ITYyYHUH
iHTeJIeKT.
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1. Introduction

Already at the initial stages of its development, Al showed significant potential for application in
various areas of human activity, including the economy. The key advantages of this technology are
increasing the efficiency of operations and saving resources, including time, which makes it possible for
employees to use them to perform more complex and analytical tasks. The field of accounting is no
exception, because despite the relative conservatism and cautious approach to the introduction of new
technologies, it is also increasingly amenable to digitalization.

At the same time, the wary attitude of accountants to the use of Al is justified. Their professional
activity, in particular in terms of accounting for tax purposes, is characterized by a high level of
complexity, labor intensity of calculations and dependence on often ambiguous legislative norms and
their official explanations. At the same time, the result of tax accounting must be accurate and strictly
follow the requirements of legal regulations, which generates distrust in the use of Al in the process of
such maintenance.

Despite its many advantages, the adoption of Al technologies in taxation requires a balanced
approach. The main risks and reduction of the positive effect of this implementation are associated with
its implementation without first carefully studying Al tools and understanding the challenges that will
have to be faced.

2. Literature Review

In the domestic and foreign scientific literature, the issues of the use of Al technologies in
accounting (including tax) are sufficiently studied. Thus, A. Goyal [5] focuses on the advantages and
problems of the introduction of Al, as well as promising areas of its application in taxation. The author’s
thoughts on the combination of Al intelligence and the speed of quantum computing are interesting [5].

A. Tsiutsiak et al. [16], as well as D. Kobylnik et al. [8] investigate the issues of digitalization of the
tax system of Ukraine, including the use of Al, and highlight the main problems of such digitalization.
0. Melnyk et al. [10] also focus on the impact of digital transformation on tax administration.

The possibilities of introducing Al technologies into the practice of tax accounting of small
businesses, as well as their advantages and risks, as well as recommendations for improving the
efficiency of such implementation, were studied by A. Shapovalova et al. [13].

The concept of Al, its development and possibilities of application in taxation are analyzed by
Z.Huang [6]. The scientist also summarizes the obstacles to the introduction of this technology in the
economic practice of the enterprise, as well as formulates the prospects for the further development of
Al [6].

M. Wang [17] summarizes recent research on the use of Al in taxation, highlighting the advantages
and disadvantages of this technology, future directions of its research. At that time, T. Shehu and
0. Olukeye [14] consider the transformative impact of Al on tax compliance and reporting functions in
enterprises. Scientists also formulate the positive and negative aspects of Al based on their analysis of
practical situations of its implementation [14].

Contrary to a significant number of scientific sources that reveal the peculiarities of the use of Al
in the tax sphere in one context or another, the issues of its implementation at the level of enterprises
remain insufficiently studied. There is also a lack of research that focuses on an in-depth study of the
problems of such application and the search for possible ways to overcome them. The above determines
the relevance of the chosen topic of the article.

3. Problem Statement

The purpose of our study is to identify the main problems of using Al technologies in the tax
accounting system of an enterprise, as well as to formulate recommendations for their avoidance or
minimization of negative impact. To achieve this goal, the following tasks have been completed: the state
and features of the use of Al in the tax accounting of an enterprise have been studied; the difficulties and
challenges faced today by the domestic tax system and the enterprises operating in it are analyzed; the
problems of the introduction of Al technologies are highlighted, taking into account the current level of
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their development and the peculiarities of management in Ukrainian realities; Ways to overcome these
problems are proposed.

4. Methods and Materials

In the process of research, we applied a systematic approach in combination with such methods
of scientific knowledge as analysis, synthesis, generalization, induction and deduction, as well as
descriptive and illustrative methods. The information base of the study is scientific articles, analytical
reports of international professional organizations and companies (including KPMG, OECD, ACCA, PwC,
EY), as well as strategic regulations on the development of digitalization and the introduction of Al
technologies in Ukraine. The study is based on a comparative analysis of approaches to the use of Al in
tax accounting.

5. Results and Discussion

Today, Al penetrates into all areas of economic activity and is used in an increasing number of
business processes at the enterprise. The need for its implementation in the tax sphere arose due to the
complexity of tax legislation in Ukraine, the growth of information to be processed, as well as the need
to increase the efficiency of tax compliance. In the initial stages of use, Al was used to automate standard,
clearly regulated operations. At the beginning of the XXI century. expert systems based on the use of Al
and could reproduce the logic of decision-making by tax authorities began to be introduced into taxation
practice. In the 2000s, with the development of machine learning, the capabilities of Al also expanded.
It began to be used to detect tax fraud and in-depth data analysis. In the 2010s, Al turned into an effective
technology for automating VAT accounting and administration [5, p. 1214]. The current stage (from
2020 to the present) is characterized by a particularly rapid pace of Al implementation in tax practice
(the so-called “deep Al integration” - the use of complex Al systems capable of analyzing regulations
using natural language processing and performing predictive analytics to ensure compliance [14, p. 87].

At the legislative level, a number of regulations have been adopted that stimulate the introduction
of Al technologies in Ukraine, in particular, in the tax sphere: the Strategy for the Digital Development
of Innovations until 2030 (where the development and implementation of Al is one of the priority
technological areas), the Concept for the Development of Artificial Intelligence in Ukraine, the
Roadmap/White Paper on the Regulation of Al in Ukraine, Recommendations for the Responsible Use
of Al issues of intellectual property rights, as well as the Concept of the State Target Scientific and
Technical Program for the Use of Artificial Intelligence Technologies in Priority Sectors of the Economy
for the Period up to 2026.

Currently, about 70% of the world’s tax administrations use Al in their work. The most common
areas of such use are the detection of facts of tax evasion and tax fraud (74.4%), the use of Al in risk
assessment processes (64%), in virtual assistants (59%), in order to support the process of
administrative decision-making by officials (44%), to form recommendations for further actions (41%),
etc. However, we emphasize the caution of the approach of tax administrations. None of them, due to
uncertainty about the accuracy and security of Al, uses this technology to make final management
decisions [11, p. 39].

With the development of Al technologies, in particular large language models (LLMs), they are
increasingly used in corporate tax accounting. According to a survey conducted by KPMG, 74% of
business leaders consider generative Al to be a key technology that will affect their business in the next
year and a half [3, p. 4-5]. For example, in the international context, 21% of enterprises today use Al
technologies to prepare and submit tax returns [2, p. 22]. At the same time, business entities that have
implemented Al note significant advantages from their use, in particular, the acceleration of verification
cycles in the preparation of these declarations by 5 times [1, p. 16].

Today, 27% of businesses in Ukraine use Al tools with a significant economic effect, and 7% plan
to implement such tools within the next year. However, another 10 % of business entities, having
introduced Al into their activities, consider the effect of its application insufficient [15, p. 14].

In general, tax accounting professionals should consider Al as a tool to expand their own
capabilities and increase the efficiency of their work. Traditional Al technologies, including machine
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learning, help them process large amounts of information more efficiently and reduce the risks of errors
associated with the use of, for example, spreadsheets.

In the field of taxation, Al can be successfully used to improve the speed and accuracy of tax
calculations and the effectiveness of tax compliance, increase awareness by collecting and analyzing tax
data (often in significant volumes) and liabilities, track changes and navigate tax legislation, prepare tax
returns (including in real time), create tax strategies adapted to the specifics of cooperation with debtors
and taking into account additional factors (structure of the enterprise, international activities, changes
in tax legislation, etc.). Al technologies will also be useful when it is necessary to clarify unclear
legislation, interpret tax data, analyze tax trends, or generate responses when communicating
electronically with tax authorities or interacting with the latter to receive personalized support and
advice (virtual tax assistants, assistance to taxpayers in filling out tax returns, online chats, etc.). Al
features such as instant data retrieval, automation of routine repetitive tasks, and information
summarization help free up time for strategic tax planning and predictive analytics, tax risk
management, improving enterprise tax accounting, and integrating the tax function with other business
processes in the enterprise.

Thus, by introducing Al technologies into tax accounting, it is possible to significantly increase the
efficiency of its implementation, improve the quality of decisions made while ensuring their innovation,
reduce the costs of the enterprise and improve its experience of interaction with counterparties. At the
same time, there are certain success criteria that allow assessing the feasibility of Al implementation
and its impact on the activities of the enterprise: saving time and increasing the efficiency of operations,
increasing the accuracy of the latter and reducing the number of errors, improving the decision-making
process, achieving a high level of tax compliance and risk management, reducing costs, increasing the
productivity of tax specialists. These criteria should be guided by when deciding on the use of Al in tax
accounting [5, p. 1215].

It is worth adding that examples of Al tools that are used in tax accounting today are Bloomberg
Tax, TaxGPT, Tax Star, Xtracta, Blue ], TurboTax, Fathom, Avalara, Simpla Al, Al-Accountant, etc.

At the same time, along with the obvious advantages of introducing Al into the accounting practice
of enterprises, there are also difficulties in such implementation. According to surveys, enterprises see
the following potential risks of using Al in tax accounting: a decrease in the accuracy and reliability of
tax information (49%), a decrease in the role of human judgment in tax decisions (42%), an increase in
the likelihood of errors or misinterpretations (34%), regulatory risks (30%), and data security breaches
(30 %), privacy issues (24%), ethical issues and bias (17%), lack of control over Al-generated responses
(14%) [9, p. 15].

The COVID-19 pandemic, and subsequently the full-scale war, have increased the general
uncertainty about tax administration and burden in Ukraine. We note similar trends in the international
context. According to the surveys, enterprises note the need to constantly monitor complex and
changing national legislation and regulatory requirements as the main challenge of organizing work
with taxes (50% of respondents). At the same time, the difficulty of responding to increased control and
coercive measures by tax authorities is noted (48% of respondents). In addition, the main destabilizing
factor influencing the enterprise is called tax reforms (in particular, changes in the corporate income tax
rate, digital taxes, etc.) (60 % of the respondents) [9, p. 7]. Among other challenges of the domestic tax
system today, we can single out corruption risks and excessive pressure from tax authorities,
insufficient qualification of accountants and tax specialists, imperfection of existing tax services and
insufficient use of digital technologies (robotics, Al, etc.), high risk of fines and problems of integration
with international standards (especially regarding VAT accounting, transfer pricing, etc.).

The large-scale implementation of Al in enterprises is also complicated by the problems of
integrating core business processes and systems, as well as the lack of uniform tax data standards.

In general, among the problems of using Al in accounting, researchers distinguish those related to
the technological aspect/data aspect (data availability and quality, digital maturity, etc.), human
(insufficient management support, lack of appropriate work skills, etc.), operational (reengineering of
business processes, resource management, etc.), as well as ethical and regulatory aspects (data integrity,
security, reliability, etc.) [7, p. 13].

Our own approach to distinguishing the problems of Al implementation in, in fact, the tax practice
of the enterprise is presented in Fig. 1. First of all, input data in the tax sphere is often characterized by
complexity, fragmentation, isolation and, in some places, inconsistencies. This significantly reduces the
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positive impact of the use of Al (80% of specialists note the lack of readiness of data for their processing
by Al as the main obstacle to the implementation of the latter [4, p. 11]). related to tax data - ensuring
their protection. This data is sensitive and confidential, so the issue of its security when using Al in a
cyber environment is extremely important.

The expansion of the use of Al inevitably leads to the loss of jobs for employees. First of all, this
applies to administrative and auxiliary employees of accounting departments of the enterprise.
However, those accountants who resist (including cultural) the introduction of new digital technologies
at the enterprise, as well as do not have the skills to integrate them with other technologies and practical
application in their work (including interpretation, verification, correction and supplementation of Al-
generated results) are also at risk. Studies show that 95% of tax specialists are convinced of the
insufficient level of their professional knowledge. At the same time, 42% consider the ability to work
with Al to be the main skill that will be necessary for them in the future [12, p. 9]. In general, there are
four types of Al users - skeptics, beginners, researchers and experienced users [5, p. 1219]. Of all the
above, it is the skeptics who are currently at risk of losing their jobs, because they avoid the use of Al
and do not develop their skills in this direction.

Another category of problems with the use of Al in tax accounting is related to social challenges
(inaccessibility or digital divide in tax administration). It can often be biased or discriminatory against
certain groups of taxpayers, which is unacceptable, because it is important that the actions of Al in
taxation comply with generally accepted societal values and principles of fairness. Difficulties with the
transparency of decision-making caused by the so-called “black boxes” of Al reduce the reliability and
accuracy of the results obtained and make it difficult to distinguish responsibility for such acceptance.
Sometimes Al technologies make mistakes or “hallucinate”, and such mistakes are not always obvious.
The above is a great threat to the correctness of the calculation of tax liabilities, the preparation of tax
returns. Al errors reduce taxpayers’ trust in individual decisions made on the basis of erroneous data,
as well as in regulatory authorities and the tax system as a whole.

It is also important to properly monitor the work of Al and determine the specific parameters of
its functioning. This will reduce the risks of the introduction of Al technologies, although the allocation
of such parameters in the context of existing gaps in its legislative regulation may not be an easy task.

[t is impossible not to mention the environmental hazards that accompany the use of Al (carbon
dioxide emissions, water consumption, electronic waste, etc.).

Input quality
High costs of Al adoption Data privacy and Cybersecurity
Job cuts for tax specialists Resistance and lack ofqgalifications
Problems from tax specialists
. . Use of Al . R
Ethical and social problems . Bias, discrimination and other
in tax o
: ethical issues
Control and regulatory EIEEOULIANE,
Uncertainty Environmental threats

Opacity of generated Als Integrating Al with others
results, “hallucinations” technologies at the enterprise

Quality of Al Model Training

Figure 1. Problems and challenges of using Al technologies in corporate tax accounting
Source: Developed by the author.

As of today, business entities note that it is extremely difficult to create Al tools. At the same time,
cooperation with suppliers to purchase them is possible only in 67% of situations, and internal tasks for
the implementation of Al technologies are successfully implemented only in a third of cases. In addition,
95% of companies face problems in assessing and justifying the return on their investment in Al. Tax
specialists and departments are no exception [4, p. 18].

To reduce the risks of implementing Al technologies in corporate tax accounting and avoid the
problems listed above, we recommend a number of measures. First of all, to test the capabilities of Al,
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its application can start with small projects. Initially, only proven Al tools should be integrated,
moreover, into already established and tested operations. Integrating Al into existing systems combines
the advantages of both parties and, at the same time, compensates for their disadvantages - traditional
technologies provide stability and proven methods, while Al offers innovation and efficiency gains.

Secondly, it is important to maintain human involvement in the tax accounting process, because
despite the high potential of Al, it cannot completely replace the human factor. That is why tax
accounting specialists should play a key role in its management, especially when it is necessary to carry
out analytics, critical analysis or apply ethical or moral principles when making a final decision.

The implementation of Al technologies should not be carried out separately in accounting, but in
interaction with other departments of the enterprise. It is also worth involving external consultants,
suppliers of these technologies and counterparties of the enterprise. This will allow the exchange of
ideas and knowledge, using the experience gained by all parties to the process. In addition, when using
Al, it is useful to interact with employees of the tax administration. Among the advantages is the
achievement of a higher level of trust in tax accounting and its legislative certainty, as well as consistency
with existing legal requirements.

An important point is the continuous professional development of tax specialists. Investing in
acquiring Al competencies and being able to integrate them into daily activities is decisive today.
Employees’ awareness of the opportunities and benefits of using Al will reduce their bias and rejection
of technology, as well as allow them to use Al more effectively for tax accounting. At the same time, it is
necessary to act strategically, forming a common digital culture at the enterprise, taking into account
the intercultural and international aspects of Al implementation.

We also recommend the introduction of reliable cybersecurity systems that will protect tax
accounting data conducted using Al technologies.

When using Al, it is imperative to ensure maximum transparency and logic of the results obtained.
Employees of the enterprise should understand the origin of the information used by Al, with the
possibility of obtaining links to it, as well as, if necessary, additional explanations. There must be
confidence that the data on which the Al model is trained is also reliable and reliable. Data updates for
use by Al tools should be daily. It should take into account the latest changes in tax legislation and
remove outdated information that is no longer needed for work.

Finally, state support for initiatives to introduce Al into the practice of tax accounting at
enterprises is decisive. It can be implemented through the introduction of financial incentives (tax
incentives or grant support) that partially or fully compensate business entities for their initial costs of
using Al tools. Development and further digitalization of state tax services (state electronic service Diia,
module of the information and communication system of the State Tax Service “Tax Block”, electronic
services Public Information and Reference Resource, Electronic Cabinet of the Payer, Specialized client
software for the formation and submission of reports to the “Single Window for Submission of Electronic
Reporting”, PRRO, Service “Pulse”, Interactive Tax Map of Ukraine, InfoTAX chatbot, online
consultations, electronic directories and registers, etc.) will also facilitate the integration of Al into the
tax practice of enterprises.

6. Conclusions

In tax accounting, automating an increasing number of operations, Al is gradually turning into a
tool for its transformation in general. The use of Al has a number of advantages, as it allows to increase
the accuracy and speed of tax calculations, compliance efficiency, the quality of analytics, and,
consequently, the validity of management decisions. It also makes it possible to use the labor potential
of the enterprise to solve more complex and analytical tasks. The global economic experience confirms
the conclusions made, but shows a cautious attitude to the introduction of Al technologies in taxation,
due to the problems of reliability, data security, transparency of algorithms and gaps in the legislative
regulation of this technology.

The positive effect of the introduction of Al technologies is reduced due to a number of problems
that arise when using them, such as low quality of input data, lack of relevant competencies of personnel,
high implementation costs, cyber threats, problems of ethical use of Al, etc. Under such conditions, the
priority factors are the preservation of the decisive role of a person in decision-making, as well as
investing in improving the digital skills of employees, the formation of a digital culture at the enterprise,
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ensuring cybersecurity and transparency of the results obtained using Al. A balanced and phased
introduction of Al in tax accounting will significantly increase its efficiency in the context of the strategic
development of an enterprise in a changing economic environment.
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The article examines the economic stability of tourism enterprises as their ability to
function effectively, adapt to market changes, and ensure profitability in conditions of
competition and crisis. This is achieved through the rational use of resources, strategic
planning, innovation, and quality services, which depend on internal factors
(management, investment, personnel) and external factors (economic situation,
demographics, political stability). Post-crisis recovery is characterized by unstable
demand for tourism services, rising operating costs, limited access to financial resources,
and changing consumer preferences among tourists. The model of financial adaptation
of tourism enterprises in the post-crisis period is based on cost optimization through the
reduction of unproductive costs, flexible personnel management and the use of
outsourcing, as well as on the diversification of income sources through the development
of domestic tourism, expansion of the range of services and the use of digital sales
channels. Liquidity and financial risk management play an important role, involving the
creation of reserve funds, restructuring of liabilities, and attracting state support.
Investments in innovation, in particular the digitalization of business processes, online
booking and the introduction of CRM systems, as well as strategic financial planning
based on scenario forecasting, anti-crisis strategies and continuous monitoring of
financial indicators, contribute to increased economic stability. The implementation of
the financial adaptation model contributes to strengthening the financial stability of
tourism enterprises through rational management of costs, liquidity, and financial risks.
This allows them to maintain solvency even in conditions of economic instability. In
addition, the investment attractiveness of companies increases, as the use of modern
financial and innovative tools ensures transparency of their activities and increases the
level of trust on the part of investors. This creates favorable conditions for the
sustainable recovery of tourism enterprises after the crisis, their adaptation to market
changes, and for laying the foundations for the long-term development of the tourism
sector as a whole.
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NpUOYTKOBICTb B YMOBAax KOHKypeHILil Ta Kpu30BUX sBUIL. lle focAraeTbcs 3a paxyHOK
paLioHAJbHOTO BUKOPUCTAHHS pecypciB, CTpaTeriyHoro IJIaHyBaHHs, iHHOBaLiil Ta
SIKICHOTO 006C/IyrOBYBaHHS, IKi 3a/1e2KaThb BiJi BHYTpilllHiX ¢pakTOpiB (ynpas/iHHSA, iHBECTHUIII],
nepcoHas) Ta 30BHIilIHIX ¢akTopiB (ekoHOMiYHA cuTyalisd, JgeMorpadis, MoJiTHYHA
cTabisbHicTBb). [locTKpH30Be BiAHOBJIEHHA XapaKTepU3Y€ETbCS HeCTabiIbHUM MONUTOM Ha
TYPUCTHUYHI MOCJAYTH, 3POCTAHHSIM oONepauiiHUX BUTpAT, OOMEXEHHWM JOCTYIOM [0
¢diHaHCOBUX pecypciB Ta 3MiIHOI0 CIOXXHMBYMX YNnoAo6aHb TypucTiB. Mogesnb ¢iHaHCOBOI
ajanTanil TYpUCTUYHUX MiIPUEMCTB Y MMOCTKPHU30BUHN mepios 6a3yeTbcsd Ha ONTHUMIi3anii
BUTpAT IJISAXOM CKOPOUYEHHS] HEMPUOYTKOBUX BUTPAT, THYYKOMY YIpaBJiHHI epcoHaIoM
Ta BUKODHUCTAHHI ayTCOPCUHTY, a TaKoX Ha AuBepcudikauii [pxepesn [JoXoAiB yepes
PO3BUTOK BHYTPIIUHbOTO TYpHU3My, PO3LIMPEHHA CIEKTPy MNOCAYr Ta BHUKOPHUCTAHHA
nudpoBUX KaHaJiB NpoAaxy. BaxiuBy poJsb Bijirpae ynpabiiHHA JiKBifHICTIO Ta
¢biHaHCOBUMM  pU3MKaMM, 10 Ilepejbayae CTBOpPeHHs  pe3epBHUX  OHAIB,
pecTpyKTypusanilo 3060B’s13aHb Ta 3a/Jy4eHHS JepaBHoOi MiATpUMKU. [HBecTuuii B
iHHoBanii, 30kpeMa uMudpoBi3auilo  6i3Hec-mpoueciB, OHJAWH-OPOHIOBAHHA  Ta
BnpoBaikeHHsd CRM-cucteMm, a TakoX crpareriudHe ¢iHaHCOBe IJIaHYBaHHS Ha OCHOBI
CLleHapHOr0 MNPOrHO3yBaHHA, aHTUKPU30BUX CTpaTerid i NOCTIHHOro MOHITOPUHTIY
¢$iHaHCOBUX MOKA3HUKIB, CIPUSAIOTh MiJIBUIIIEHHIO EKOHOMIUHOI cTilikocTi. BipoBapkeHHs
Mogesi ¢iHaHcoBOI ajanTanii cripuse 3MilHeHHIO piHaHCOBOI CTabiIbHOCTI TYyPUCTUYHUX
NiAIPUEMCTB Yepe3 pallioHa/ibHe YNpaB/iHHS BUTpaTaMy, JiKBifHiICTIO Ta $iHaHCOBUMU
pusukamu. lle f03BoJis€ IM 36epiraTy NMJIATOCIPOMOXKHICTh HAaBiTh B yMOBaX €KOHOMiuHOI
HectabinbHOCTi. KpiM TOro, 3pocrae iHBecTuniliHa NMpuBaGJMBICTD KOMNAaHiM, OCKiJIbKU
BUKOPHUCTAHHS Cy4yacHUX GpiHAHCOBUX i iHHOBaLIMHUX iIHCTPYMeHTIB 3a6e3ne4ye Npo30picThb
ix gisgnbHOCTI Ta NiABUILY€E piBeHb JOBipHU 3 60Ky iHBeCTODIB. Lle cTBOpIO€E cCIpUAT/IMBI yMOBHU
JUI CTaJIOrO BiAHOBJIEHHA TYPUCTHUYHHUX HNiANPUEMCTB MicJad KpWU3H, IX ajanTtauii fo
PHUHKOBHX 3MiH Ta 3aK/aZlaHHs OCHOB /ISl JOBIOCTPOKOBOr0 PO3BUTKY TYPUCTUUYHOI ranysi
B L[IJIOMY.

K/IIOYO0BI C/IOBA

e€KOHOMiYHa CTilKicTb, IOCTKpU30Be BifjHOBIEHHS, GpiHAHCOBA aZanTallisi, TypUCTUYHI
HiJIIPUEMCTBA, EHeproHe3aIeXHiCThb.
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1. Introduction

Tourism occupies one of the leading places among the key sectors of the economy, combining
economic, social and cultural aspects of the development of regions. The strong financial position of
tourism enterprises allows businesses to fulfill their obligations to partners and employees, invest in
the modernization of the material and technical base, introduce modern technological solutions in the
service sector and improve competitiveness in the market as a whole. The implementation of the
financial adaptation model can contribute to increasing the financial stability of tourism enterprises,
increasing their investment attractiveness, ensuring sustainable post-crisis recovery, and creating the
necessary prerequisites for the long-term development of the tourism industry as a whole.

2. Literature Review

Polova [14] analyzed the economic aspects of sustainable tourism, highlighted the main economic
advantages of this approach (cost optimization through the use of energy-efficient technologies,
increasing customer loyalty and positive multiplier impact on the development of regions). The team of
authors lakushev et al. [8] analyzed the features of socio-economic sustainability of tourism industry
enterprises in crisis conditions (COVID-19 pandemic). Efthimiou [4] examines new trends in the tourism
industry related to recovery and adaptation in a post-critical situation (transition to domestic tourism,
increased emphasis on sustainable and health-oriented services, integration of advanced technologies
and strengthening of resilience strategies), highlights the role of innovative practices and strategic
adjustments (sustainable development, financial sustainability, digital inclusion and community
engagement).

In the article by Minich and Hopkalo [11] the theoretical and practical aspects of assessing the
financial stability of enterprises in the tourism and hotel sector in the context of economic recovery after
the crisis are considered. The importance of financial stability as the main factor in ensuring the stable
operation and competitiveness of companies in conditions of increased economic and social instability
is highlighted. Demian and Tokar [6] paid special attention to the need to revise traditional methods of
assessing financial stability. The authors propose an alternative methodology, which is based on a
comprehensive analysis of the internal characteristics of the enterprise (managerial flexibility, ability to
introduce innovations and adaptation to crisis conditions). The use of this approach allows for a more
accurate assessment of the real financial potential of tourism enterprises in the context of military
conflicts and economic instability. Article by Baldzhy and Raychev [2] contains a description of the
components of financial stability that affect the functioning of hotel and restaurant business enterprises;
conditions that reflect the level of financial stability; relevant indicators for its evaluation.
Zubekhina [20] conducted a comprehensive comparative analysis of the financial indicators of travel
agencies, taking into account the number of entities, revenue and average income per enterprise. This
made it possible to identify the factors affecting the efficiency and competitiveness of regional tourism
markets. Yunyk [19] established a statistical relationship between the level of digitalization,
diversification of logistics routes and the level of adaptability of tourism enterprises. The team of
authors is Eppang et al. [5] investigated the strategies of sustainability of tourism enterprises, where
the Duhek model of sustainability is used as a basis (sustainability is considered as a meta-ability
consisting of three stages — anticipation, overcoming and adaptation). Holod et al. identified mechanisms
for ensuring the development of tourism business, which can become priority areas of anti-crisis
management in Ukraine. Pavlenchyk et al. [12] considered digital aspects in the recovery of tourism
enterprises after the crisis in conditions of multidimensional destruction. A key role is played by the use
of scenario modeling, which allows adapting management decisions to the specific state and
characteristics of the enterprise. Babko and Krukovska [1] considered financial models of management
of tourism enterprises and analyzed methods of cost optimization in order to increase the efficiency of
their activities in the context of dynamic changes in the market situation. Maliuha et al. [10] identified
the factors that form the specifics of pricing in the hotel industry and influence the choice of the pricing
strategy of the enterprise, which should be regularly reviewed and adapted in accordance with the
current situation as a whole. Research by Pavliuk [13] showed that the implementation of a process
approach has a positive effect on the ability of tourism establishments to adapt to changes, innovate and
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re-engineer business processes, and the importance of developing teamwork and establishing effective
cooperation. Tsvilyi et al. [17] investigated the peculiarities of the national management of tourism
market entities in the context of ensuring sustainability in the post-crisis economic environment.

3. Problem Statement

The article is aimed at considering the features and formation of economic stability of tourism
enterprises in post-crisis conditions in order to ensure their increase in financial stability and create
prerequisites for the successful development of the tourism industry.

4. Methods and Materials

In the process of work, systematization and review of scientific publications of domestic and
foreign authors, official materials covering the modern development of the tourism industry and the
problems of financial adaptation of enterprises were carried out. The application of this approach made
it possible to generalize the theoretical provisions, identify the key factors of economic sustainability
and substantiate the feasibility of using models of financial adaptation of tourism enterprises in the post-
crisis period.

5. Results and Discussion

In today’s conditions of instability of the global environment, destinations face unprecedented
challenges. Having recently recovered from the effects of the pandemic, the tourism industry now has
to deal with the challenges posed by military escalation and economic challenges. The vulnerability of
the sphere is due to a number of factors, which include seasonality, high capital intensity, strong
dependence on demand and mobility, as well as significant investment needs and high levels of
indebtedness, which affect financial stability [16].

Economic sustainability of tourism enterprises is defined as the ability of tourism business
entities to maintain solvency, profitability and competitiveness in an unstable external environment, as
well as to quickly recover from crisis phenomena (pandemics, hostilities, economic recessions). The
concept of economic sustainability of tourism emphasizes the level of sustainable development of the
tourism economy in conditions of uncertainty and risk. The economic stability of the tourism industry
is inextricably linked with regional development and the overall prosperity of the territory. The
formation of economic sustainability of tourism is also consistent with spatial models of economic
growth, which is aimed at achieving equilibrium. Usually, the economic sustainability of tourism has key
points of fluctuations and growth, which manifest themselves in the form of a wave-like trend, which
includes periods of transition and stagnation. The long-term development of this resilience is
characterized by evolutionary dynamics, a moderate wave-like upward curve that varies depending on
the pace of time and the degree of cooperation between different sectors of development [18].

Financial stability is a complex and multifactorial concept due to the influence of the existing
environment and the highest form of financial stability of an enterprise is its ability to develop in
changing conditions [2, p. 93]. The essence of financial stability lies in the effective formation,
distribution and use of all available resources and reserves, while the forms of its manifestation can be
of a diverse nature [9, p. 22; 6, p. 39]. In the tourism and hospitality industry, which is characterized by
seasonality, significant competition and dependence on macroeconomic factors, financial stability plays
an extremely important role. Financial stability reflects the ability of an entity to carry out its activities
smoothly, meet financial obligations promptly, respond flexibly to changes in the external environment
and rationally use available resources [3, p. 235; 11, p. 414]. Its analysis makes it possible to determine
potential risks that are associated with the solvency and liquidity of the enterprise; assess the level of
financial independence of the organization; analyze the effectiveness of asset and capital management;
and develop sound management decisions on investment, lending, and strategic development planning
[11, p.416].

In the post-crisis period, the key success factor is the ability to quickly adapt the tourism business
to innovations, updating service delivery technologies, communication methods, consumption patterns
of goods and services, as well as business processes. To overcome the barriers of modernization and
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achieve success, domestic companies need to completely reform their organizational structure, creating
separate divisions responsible for the digitalization of business. The market leaders will be only those
travel companies where the management and staff have a strong motivation and desire to constantly
improve the business management system [17].

Let us consider the key factors of resilience in the post-crisis period (Fig. 1). The sustainability of
tourism enterprises is largely determined by the level of their financial flexibility, which consists in the
ability to quickly redistribute financial resources, maintain a sufficient level of liquidity and respond
promptly to changes in the external environment. Diversification of income makes it possible to reduce
dependence on certain tourist destinations, seasonal fluctuations in demand, or external crisis
influences. Expansion of the range of services, focus on domestic tourism, and development of
specialized tourism products contribute to the stabilization of financial flows and the reduction of risks
of activity. An equally significant condition for ensuring economic sustainability is the adaptability of
the business model of tourism enterprises, which provides for flexible adjustment of management
strategies, the use of digital technologies and the introduction of innovative approaches to the
organization of tourism activities. Effective cost management, in turn, ensures the rational use of
resources, optimization of operational processes, and an increase in performance. Taken together, these
factors form the basis for the stable functioning of tourism enterprises and create prerequisites for their
long-term development in the context of post-crisis recovery.

Figure 1. Key factors of resilience in the post-crisis period
Source: Compiled by the authors.

A financially stable enterprise can successfully withstand unexpected changes in market
conditions, avoiding the threat of bankruptcy. In addition, the higher the financial stability of the
company, the more advantages it has over competitors in the same sector of the economy when
obtaining loans and attracting investments. Such an enterprise timely fulfills its obligations to the state,
extra-budgetary funds, employees and contractors. This has a positive effect on its reputation and image
(goodwill), which are key components of the entity’s intangible assets [2, p. 90]. Effective tourism
sustainability management can restore the supply of tourism products and the functionality of tourism
services as quickly as possible through the prudent use of internal and external resources [18].

The competitiveness of tourism enterprises in crisis conditions depends on their ability to
function as an integral system, where the key elements are logistical flexibility, digital integration and
managerial readiness. It is the coordinated interaction of these components that allows you to quickly
respond to risks, keep in touch with customers and maintain positions in the market even in an unstable
environment [19].
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Post-crisis recovery is characterized by unstable demand for tourism services, rising operating
costs, limited access to financial resources, and changing consumer preferences of tourists.

In the context of the post-crisis recovery of the Ukrainian economy, when tourism enterprises
have to deal with instability, relocation, loss of assets and changes in consumer behavior, digital
solutions can play a crucial role in ensuring effective financial management [11, p. 417]. They contribute
to the automation of accounting, allow you to analyze financial indicators in real time, minimize the risks
of fraud and help you make informed management decisions. Modern digital tools provide automation
of the processes of collecting, processing and analyzing financial information. The use of specialized
software, such as ERP systems, CRM platforms or cloud services, provides an opportunity to monitor
the movement of funds in real time, accounting for expenses and income, as well as analyze key financial
indicators. For the tourism and hotel business, where financial flows often have seasonal fluctuations
and unpredictability, this takes on special importance [11, p. 418].

Zubekhina proposed and scientifically substantiated a set of measures aimed at increasing the
financial efficiency and competitiveness of tourism enterprises in modern conditions [20, pp. 65-66].
This includes:

- diversification of the tourist product, which provides for the expansion of the range of services
and the introduction of new ideas to attract different categories of tourists;

- innovative marketing strategies (the use of Big Data, international promotion, and partnership
campaigns with hotel and restaurant complexes) to increase brand awareness and increase the average
check;

- cooperation in the format of public-private partnership, which opens up opportunities for
investment in cultural heritage, the creation of tourism clusters for infrastructure development and
stimulation of the growth of tourist flows;

- digitalization of business processes through the automation of bookings, the introduction of
CRM systems and virtual reality technologies for conducting interactive excursions. This significantly
increases the ease of service and increases conversion;

- increasing human resources through continuous training systems and exchange of regional
experience forms the professional growth of personnel and improves the quality of service;

- Financial and economic instruments, including soft loans, grants and tax incentives, help
attract investment and accelerate the development of the tourism industry [20, pp. 65-66].

The essence of financial stability of a tourism enterprise is considered as a parametric unity of the
components of solvency, creditworthiness and provision of financial resources. Solvency means the
presence of such an important aspect as the absence of a lack of funds (i.e., a shortage of financial
resources) after the fulfillment of all financial obligations. That is why it is recommended to evaluate
this indicator as part of the analysis of the structure of assets and liabilities, as well as their ratio, taking
into account the data at the beginning and end of the period or for several periods. Creditworthiness is
defined as a stable set of values of variables related to the allocation and use of financial resources. These
elements form such characteristics as the ability of a tourism enterprise to fulfill credit obligations and
repay debts. Financial security is interpreted as the volume of available assets, including cash, that meet
the needs of the smooth functioning of production processes and the sale of a tourist product.
Characteristic features of such security for tourism enterprises are the balance of assets and liabilities,
as well as the stability of cash flows [3, pp. 226-229].

Diversification is an effective tool for the development of the tourism industry in times of crisis.
By expanding the range of their offerings and adapting to new markets, businesses operating in the
tourism sector can reduce dependence on a single source of income, as well as minimize the negative
effects of crises on their operations. In addition, diversification opens up new prospects for the growth
and development of the tourism sector [7].

The model of financial adaptation is a system of measures and tools that are aimed at ensuring the
economic stability of the enterprise by promptly responding to crisis and post-crisis challenges. Let us
consider the main elements of the model (Fig. 2). The first element of the model of financial adaptation
is cost optimization. This involves the rationalization of the structure of costs of the enterprise in order
to maintain financial stability in conditions of limited resources. unproductive costs, the introduction of
flexible forms of personnel management, as well as the outsourcing of certain support functions, which
reduces fixed costs and increases operational efficiency. An important element of the model is the
diversification of income sources, which reduces the dependence of tourism enterprises on seasonal
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fluctuations and external risks. In the post-crisis period, the development of domestic tourism, the
expansion of the range of tourist products through gastronomic, ecological and event tours, as well as
the active use of digital sales channels to attract new target audiences, are of particular importance. The
third element is liquidity and financial risk management, which ensures the ability of the enterprise to
fulfill its financial obligations. This is achieved through the formation of reserve funds, debt
restructuring and attraction of state programs to support the tourism business, which is especially
relevant in the period of post-crisis recovery. The next element of the model is investment in innovations
aimed at increasing the competitiveness of tourism enterprises. This process encompasses the
digitalization of business processes, the implementation of online booking systems, the development of
digital marketing, and the use of CRM systems for effective customer relationship management. The final
element of the financial adaptation model is strategic financial planning, which involves the use of
scenario forecasting of enterprise development, the development of anti-crisis financial strategies and
constant monitoring of key financial indicators. This allows a timely response to changes in the external
environment and ensures the long-term economic sustainability of tourism enterprises.

Figure 2. Main elements of the model of financial adaptation of tourism enterprises
Source: Formed by the authors based on [3; 6; 17;19].

The implementation of the financial adaptation model can contribute to increasing the financial
stability of tourism enterprises, increasing their investment attractiveness, ensuring sustainable post-
crisis recovery, and creating the necessary prerequisites for the long-term development of the tourism
industry as a whole. Increasing resilience means not only recovering from current challenges, but also
preparing for future uncertainties. This involves a strategic combination of innovation, diversification,
political support, and community engagement [4, p. 2088].

Enterprises that integrate the principles of sustainable development into their activities usually
also demonstrate more stable financial indicators. This is due to the reduction of operating costs, in
particular through the introduction of energy-efficient technologies, rationalization of the use of
resources and reduction of waste generation. The integration of sustainable tourism principles into the
local economy forms a sustainable model of self-sufficiency in which all stakeholders benefit. In
particular, business gains stability, the community gains socio-economic development, and tourists gain
a unique, authentic experience. Sustainable tourism is transforming traditional approaches to business,
combining financial profitability with environmental and social responsibility. The economic
component of sustainable tourism is closely intertwined with other key elements, which emphasize its
comprehensive nature [14].

Duhek’s sustainability model offers a framework for building the resilience of tourism businesses
in three stages: foresight, overcoming difficulties, and adaptation. Foresight encompasses strategic

74



Social Development:

Chip, L., & Rudych, A. Economic and Legal Issues No. 12 (2025)

planning, risk assessment, and crisis preparedness. Overcoming difficulties involves quick financial
measures and support to manage the consequences of the crisis. At the adaptation stage, long-term
changes are carried out: diversification, introduction of innovations and cooperation. This helps to
overcome challenges and ensure long-term success. For the hotel business, foresight includes crisis
planning, staff training, and the creation of early warning systems. In the stage of overcoming difficulties,
flexibility in strategies, technological support for remote services, and effective communication with
guests are important. Adaptation requires redesigning space, diversifying revenues, and innovating. In
the adaptation phase, the focus is on recovery policies and destination marketing to restore travelers’
trust. Marketers must provide reliable information channels and readiness for crisis communication,
adapt content to customer needs, emphasizing security and information. Adaptation should focus on
new market segments and promote local experiences and sustainability initiatives [5, pp. 108-116].

Financial models of management of tourism enterprises need to be adapted to modern market
conditions and should integrate advanced tools that are aimed at optimizing costs. The use of methods
such as ABC analysis, financial leverage and automation of business processes contributes to increasing
the efficiency of enterprises, as well as ensuring their competitiveness and stability in the market [1, p.
88-90]. Financial leverage is one of the key tools that allows companies to increase their return on
equity by attracting external financing. For tourism businesses, especially in conditions of economic
instability, the use of credit resources or attracting investors can be an effective means of developing a
business while maintaining control over costs. For example, in the process of expanding the hotel chain,
you can use bank loans to open a new establishment in a popular tourist destination. By applying
financial leverage, companies are able to use the funds raised to buy real estate and carry out renovation
work, which ensures a quick entry into the market. In case of successful operation of the new hotel, the
income received will contribute to the repayment of the loan, and a significant part of the profit will
remain at the disposal of the business owners [10, p. 52; 13, pp. 118-120]. Using financial instruments,
travel companies are able to quickly launch projects related to the organization of tours and outdoor
activities. In addition, travel agencies can use loans to conduct large-scale advertising campaigns. By
investing in marketing activities, agencies are able to attract new customers, which helps to increase
sales. A well-planned advertising strategy ensures prompt repayment of loan funds and helps to
increase profitability due to the increase in revenue from attracting new customers [1, p. 88].

Digitalization contributes to the exit of tourism enterprises beyond the anti-crisis mode,
transforming them into subjects of the innovative economy, which are characterized by a high level of
flexibility, adaptability and investment attractiveness. The implementation of the digital transformation
process in crisis circumstances requires the integration of general digital competence with a rational
choice of tools due to the specifics of management goals. In this context, four functional areas play a key
role: intelligent management systems, digital marketing, investment platforms and analytical services,
which together form the core of the modern digital strategy of tourism enterprises [12].

Among the main areas of development of adaptive strategies for the restoration of sustainable
tourism, infrastructure development, creation of sustainable competitive advantages, implementation
of digital solutions to enhance socialization and increase marketing efficiency, stimulation of investment
projects, popularization of environmental brands abroad and improvement of the institutional and
regulatory framework stand out. The main objectives of the recovery models are to reduce the negative
impact of tourism on the environment, strengthen social inclusion, ensure the effective functioning of
tourism throughout the year, support local communities and cultures, green and digital transformation,
involve all stakeholders, as well as jointly implement measures for the efficient use of resources, reduce
emissions and ensure social sustainability. Increasing the performance of the tourism sector should be
achieved through the implementation of a strategic approach to planning, which takes into account the
forecasting of the development of the industry, the integration of innovative technologies to strengthen
competitiveness in the international tourism market and the application of pan-European
standards [15].

To ensure the further development of tourism and compliance with the principles of sustainable
development, coordinated cooperation and coherence of activities at the bilateral, regional and
international levels are needed [8, p. 486]. This includes the introduction of effective regulatory
mechanisms, ensuring safety for tourists and industry workers, as well as consolidating the efforts of
government agencies, the private sector and civil society. It is important to direct these efforts to the
development and implementation of practically-oriented strategies to stimulate the development of the
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tourism sector. In addition, it is necessary to intensify investments in innovative technologies,
environmentally friendly infrastructure and the creation of quality jobs.

Thus, the financial stability of tourism enterprises is the foundation of their long-term success,
which requires an integrated approach to management and adaptation to a dynamic market
environment.

6. Conclusions

In the post-crisis period, the economic sustainability of tourism sector enterprises is largely
determined by their ability to adapt financially, which includes a flexible response to changes in the
external environment, cost optimization, expansion of sources of income and effective management of
financial risks. The use of the financial adaptation model allows tourism enterprises to ensure the
preservation of solvency, increase the level of competitiveness and maintain the stability of financial
indicators. At the same time, the long-term economic sustainability of enterprises in the tourism
industry should be based on the introduction of digital technologies, stimulation of domestic tourism
and the formation of a competitive tourism product. The integrative application of this model
contributes to increasing the investment attractiveness of the tourism sector, intensifying
entrepreneurial activity, as well as creating the necessary conditions for ensuring sustainable tourism
development in the context of the post-crisis transformation of the national economy.
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In the context of global economic instability, climate risks, and intensifying interregional
competition, integrating tourism and hospitality into a balanced development model
becomes a key prerequisite for sustainable growth. These sectors generate a multiplier
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that economic, environmental, and social objectives are aligned. Despite its high
potential, the tourism and hospitality sector are vulnerable to shocks (pandemics, war),
institutional gaps, and resource constraints. The absence of coordinated sustainable
governance mechanisms reduces the sector’s contribution to regional GVA and
exacerbates territorial disparities. To substantiate the theoretical foundations and
practical approaches to integrating tourism and hospitality into a system of balanced
regional economic development and to quantitatively assess their impact on the
economic, social, and environmental resilience of territories. Systemic, comparative, and
statistical approaches were applied; regional indicator series for 2019-2023 were
analyzed. Correlation analysis examined relationships among tourism tax revenues, the
number of operators, wages in hospitality, GDP, and the dynamics of cultural assets.
Strong positive relationships were identified between “tourism tax revenues - GDP”
(r =0.88) and “number of operators - GDP” (r = 0.96), confirming the sector’s multiplier
effect on the regional economy. The “wages - year” indicator (r = 0.91) indicates a gradual
improvement in working conditions within the hospitality industry. The negative trend
in “cultural assets - year” (r = -0.90) reflects the consequences of wartime destruction
and the need to restore cultural infrastructure as a component of tourism potential.
Practical recommendations were formulated, including institutional coordination,
economic incentives for eco-innovation (Green Key/ISO 14001 certifications), digital
flow management, development of local value chains, and international cooperation.
Tourism and hospitality act as drivers of balanced regional development provided that
comprehensive sustainable governance mechanisms are implemented, combining
economic efficiency, social inclusion, and environmental responsibility. The proposed
model and toolkit can serve as a foundation for post-crisis recovery policies and long-
term regional competitiveness.
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36a/1aHCOBAHOTO DPO3BUTKY IIOCTAa€ KJ/IOUYOBOI IepeAyMOBOI0 CTiliKoro 3pocTaHHs. Li
CEKTOpPU CTBOPIOIOTH MYJbTHUIUIIKATUBHUN edeKT uepe3 3alHATICTb, iHBecTHlii Ta
posuupeHHs 6a3u MCII, 3a yMOBU y3roJkeHHs] eKOHOMIYHHUX, €KOJIOTIYHUX i coljaJbHUX
uisei. [fonpyu BUCOKUI MOTeHLia], TYPUCTUYHO-TOCTUHHUHN CEKTOP ypas/MBUH [0 ILOKIB
(manpgeMis, BiliHA), IHCTUTYUIHHUX pO3pUBIB 1 pecypcHUx o6MexeHb. BiacyTHicTb
Y3TO/JP>KeHUX MeXaHi3MiB cTa/soro ynpasJliHHA 3HUKY€E BHECOK rajysi y perionanbHuil BPII
Ta NOCUJIIOE TEPUTOPia/IbHI Aucnponopuii. Heo6xiHe eMnipruiHO 06IpyHTOBAaHE NOEAHAHHS
yHpaBJIiHCbKUX IHCTPYMEHTIB i mosliTUK. OGIpyHTYBAaTH TEOPETHUYHI 3acaJii Ta MPAKTHUYHI
nigxoAu A0 iHTerpalii TypusMy i FOCTUHHOCTI y cUCcTeMy 36a/1aHCOBaHOTO perioHaJbHOro
€KOHOMIYHOT0 PO3BUTKY Ta KiJIbKiCHO OLIHUTH IXHIM BIJIMB Ha €KOHOMIiuHYy, colliajibHy U
€KOJIOTIUHY CTIMKICTb TePUTOPii. 3aCTOCOBAHO CHCTEMHUM, NOPIBHSAJIBHUM | CTATUCTUYHHUN
MiX0AY; ONpalbOBaHO perioHasbHi psAu noka3HukiB 3a 2019-2023 pp. Bukonano
KOpeJIAiiHUN aHaji3 3B'd3KiB MK TYpUCTHYHUM 300pOM, KiJbKICTIO oOIepaTopis,
3apobiTHo miaTow y cdepi roctuHHocTi, BBIl i auHamikoio KyJbTypHHUX 06'€KTIB.
CbopMoBaHO paMKy LIECTH KaHaJiB BIIMBY: €eKOHOMIYHOrO, COLjaJIbHOI'0, €KOJIOTIYHOTO,
MPOCTOPOBOro, IHCTUTYLiHHOTO Ta MiANPUEMHULbKO-iHHOBaLiliHOro. BusBieHo TicHi
MO3UTHUBHI 3B’13KH «TypUcTU4YHUH 36ip — BBII» (r = 0,88) Ta «kisbKicTb onepaTopiB — BBII»
(r = 0,96), wo nigTBEpJKye MYJbTUILIIKATUBHUN edeKT ranysi [JJjs perioHajabHOI
ekOHOMIKHU. [lokasHUK «3apobiTHa mjaata - pik» (r = 0,91) cBifYUTbL NpPO IMOCTYHOBe
MOKpallleHHss yMOB mpaui B iHAycTpil roctuHHOcTi. HeraTuBHa AuHaMika «KyJbTYpHIi
o6’extu - pik» (r = -0,90) Bigo6paxae HacJaifKM BOEHHUX pyHHYBaHb i NOTpeby y
BiZIHOBJIEHHI KYyJIbTYpHOI iHQPacCTPyKTYpH $SK CKJIAJOBOi TYPUCTUYHOIrO IOTEHIialy.
ChopmoBaHO mNpakTUYHi pekoMmeHJjauii: iHcTUTyniliHa koopauHauis (DMO, PPP),
€KOHOMIYHi CTUMyJIM [ eKo-iHHoBauin (ceptudikauii Green Key/ISO 14001), undpose
ynpaB/JiHHA TNOTOKaMH{, pPO3BHUTOK JIOKaJbHUX JIQHLIOTIB BapTOCTi Ta MiXHapoJHa
koonepauist (UNWTO, EU Green Deal). TypusM i FOCTUHHICTb € jpaliBepaMHy 36a/1aHCOBAHOI0
perioHa/JbHOTO PO3BUTKY, 32 YMOBU BIPOBa/XE€HHA KOMIIJIEKCHHUX MeXaHi3MiB CTaJjoro
yIpaBJIiHHA, II0 NOEAHYIOTb €KOHOMIYHY pe3y/JbTaTUBHICTb, COLia/JIbHY IHKJIO3iI0 Ta
€KOJIOTiUHYy BiJIIOBiJJa/JbHICTh. 3anponoHOBaHa MoJesb i Habip iHCTPYMeHTIB MOXYTb
CJIyryBaTH OCHOBOIO JJ TNOJITUK HiCAAKPU30BOTO BiJlHOBJEHHA Ta JOBrOCTPOKOBOI
KOHKYPEeHTOCIIPOMO>KHOCTI peTioHIB.

KJ/IIOYO0BI CJ/IOBA

CTaU{A Typu3M, iHAYCTpis TOCTUHHOCTI, 36a/JaHCOBAaHUN perioHaJbHUU PO3BUTOK,
MyJbTUIVIIKATUBHUHA edeKT, cTajJul MeHeJKMeHT, KopeJALiMHUM aHasi3, mosiTHka
BiZJHOBJIEHHS.
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1. Introduction

In the current conditions of global economic instability, climate change and increased competition
between regions, the issue of ensuring balanced development of territories is of particular importance.
Tourism and hospitality are among the most effective sectors of the world economy, capable of
providing a multiplier effect for the development of small businesses, job creation, infrastructure
improvement and investment attractiveness of regions.

At the same time, there is a growing need for sustainable approaches to the use of natural, cultural
and social resources, which allow avoiding excessive anthropogenic load and socio-economic
imbalances. Therefore, the study of the role of sustainable tourism and hospitality as factors of balanced
regional development is extremely relevant both in scientific and practical dimensions. Sustainable
tourism development involves a harmonious combination of economic, environmental and social
aspects of activities aimed at meeting the needs of current generations without jeopardizing future
generations.

The tourism and hospitality industries, being integrators of many types of economic activity, have
a significant potential for influencing the structural transformation of the regional economy, contribute
to the diversification of sources of income of the population, the development of entrepreneurship and
the formation of a positive image of the territory. These issues are of particular relevance in the context
of post-crisis economic recovery, decentralization of regional governance and strengthening the role of
local communities. Therefore, the formation of effective mechanisms for the sustainable development
of tourism and hospitality is becoming a necessary prerequisite for balanced regional economic growth.

2. Literature Review

The integration of tourism and hospitality into the system of balanced regional development is an
important scientific and practical area of research, as it combines economic, social and environmental
aspects of the development of territories and acts as a factor in increasing their competitiveness and
quality of life of the population. In the context of tourism activities, the concept of “sustainable tourism”
is defined by the World Tourism Organization (UNWTO) as a form of tourism that takes into account
current and future economic, social and environmental impacts, meets the needs of visitors, industry,
the environment and host communities. Unlike traditional approaches, sustainable tourism focuses not
only on maximizing profits, but also on long-term conservation of resources and improving the quality
of life of the local population [16].

In the theoretical aspect, the hospitality sector is considered as a socio-economic system that
ensures the creation, provision and consumption of accommodation, food, leisure and communication
services. Its development is closely related to tourism activities, forming a common economic space that
affects the structure of the regional economy. I. Vakhovych et al. [15] studies were devoted to the
analysis of trends in the development of the hospitality industry in the regions of Ukraine and its role in
socio-economic growth. The paper considers key indicators (contribution to GDP, tourist tax,
investment volumes), identifies regional disparities and a general decline in the dynamics of the
industry, as well as outlines areas for increasing competitiveness, digitalization, greening, clustering,
improving personnel skills and more efficient use of tourist tax funds.

The article by A. Mazaraki et al. [8] is devoted to the development of a system for ranking tourist
regions of Ukraine by the level of their investment attractiveness based on economic and tourist
indicators. As a result of the study, three groups of regions with high, medium and low investment
potential have been identified, which allows assessing the effectiveness of tourism management and
serves as a basis for making investment decisions.

The study by D. D. Utami et al. [14] aims to identify the key success factors and create the basis for
the development of entrepreneurship in rural tourism with the aim of sustainable development of
tourist villages. On the example of six successful villages in Indonesia, ten main factors have been
identified - economic, social and environmental - that contribute to effective resource management,
innovation and the growth of sustainable rural tourism.

The study by D. Mehraj et al. [9] is devoted to the study of factors influencing students’ intentions
to become “green” entrepreneurs in the field of tourism. Based on the Advanced Theory of Planned
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Behavior (TPB) and Entrepreneurial Education, an analysis of 350 students found that attitudes,
subjective norms, perceptions of behavior control, and the level of entrepreneurial education
significantly determine the intention for sustainable entrepreneurship, which is essential for
policymakers, educators, and future entrepreneurs.

The article by R. Strippoli et al. [13] is devoted to the analysis of the role of the circular economy
in reducing the environmental, social and economic burden of the tourism industry by implementing
the principles of reduction, reuse, recycling and recovery. It highlights the importance of applying
environmental sustainability strategies to achieve the Sustainable Development Goals and raise
awareness among tourism sector actors about the need for environmental education and responsible
resource management.

In their study, A. Okhrimenko et al. [10] analyze the impact of internal and external migration
caused by Russian military aggression on hotel activities in Ukraine and Poland. The results showed that
due to the accommodation of IDPs and migrants, hotel occupancy increased (in Ukraine by 6%, in Poland
by 13%), as well as new services, sources of financing and employment opportunities for migrants
appeared, which increased the adaptability and economic sustainability of the hotel business.

A study by A. Kritikos et al. [7] analyzes the impact of the COVID-19 pandemic on the tourism
economies of the islands of Crete and Chios, emphasizing the relationship between sustainable tourism,
regional development and innovation. The results show the desire of stakeholders to diversify tourism
services through digital transformation, ecotourism and cultural tourism, and suggest the creation of a
Regional Tourism Innovation Index as a tool to assess innovation readiness and shape long-term
development strategies aligned with EU policies and the transition to a green economy.

A. Ivanov et al. [6] investigate the provision of sustainable development of enterprises of the
tourist and recreational complex of Ukraine as an important factor in balancing the economic, social and
environmental interests of the state. It highlights the role of innovation, environmental standards,
digital technologies and good governance in increasing industry competitiveness, infrastructure
development and employment growth, which contributes to sustainable economic growth and social
cohesion.

0.Baulaetal. [1] devoted their study to the analysis of the state and dynamics of the development
of the tourism services market in Ukraine in the context of global trends. The article compares the
indicators of costs and revenues from international tourism, substantiates the need for structural
restructuring of the industry and institutionalization of entrepreneurial activity through the creation of
strategic alliances. However, Ukraine’s potential is not sufficiently realized, for the use of which it is
necessary to implement world experience and form a clear strategy for increasing competitiveness.

3. Problem Statement

In the current context of increasing global crisis phenomena, in particular economic instability,
pandemic consequences, climate threats and military conflicts, tourism and hospitality remain among
the most vulnerable, but at the same time potentially powerful sectors of regional development. Despite
their significant multiplier effect on the formation of gross regional product, employment, development
of small and medium-sized enterprises and infrastructure modernization, in many regions there is
fragmentation of management, institutional inconsistency and lack of systematic integration of tourism
and hospitality in the strategy of balanced development of territories.

The problem becomes especially acute in the conditions of post-crisis and post-war recovery,
when the destruction of cultural and tourist infrastructure, a decrease in investment activity and an
increase in socio-economic disparities significantly limit the opportunities for sustainable growth of
regions. The lack of scientifically grounded mechanisms for coordinating economic, social and
environmental interests within the tourist and hospitality complex reduces the efficiency of the use of
local resources and does not allow to fully realize the potential of tourism as a driver of balanced
regional development. In this regard, the need for a comprehensive study of theoretical and practical
approaches to the integration of tourism and hospitality into the system of balanced regional
development, as well as the development of effective management tools and policies capable of ensuring
economic sustainability, social inclusion and environmental responsibility of the development of
territories is actualized.
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4, Methods and Materials

The methodological basis of the study is a systematic approach, which allows us to consider
tourism and the hospitality sector as interrelated elements of the socio-economic system of the region.
This approach provides a comprehensive vision of the interaction of economic, social, environmental
and managerial factors that form the basis for the balanced development of territories.

The article is aimed at substantiating the theoretical foundations and practical approaches to the
development of sustainable tourism and hospitality as factors of balanced regional economic
development, as well as determining their impact on the economic, social and environmental stability
of territories.

In the process of work, a number of complementary methods of scientific knowledge were used:
comparative analysis, to assess regional differences in the development of the tourist and hospitality
complex, to identify the best practices of sustainable management in domestic and foreign regions.
Statistical methods for quantifying the impact of tourism and hospitality on key indicators of socio-
economic development of regions. The use of an integrated methodological approach allows combining
theoretical analysis with practical calculations, ensuring the reliability of conclusions and formulating
scientifically grounded proposals to increase the efficiency of sustainable development of tourism and
hospitality as factors of regional economic growth.

5. Results and Discussion

Tourism and hospitality act on regional development through a set of interrelated channels:
economic (value added, investment, employment), social (quality oflife, social cohesion), environmental
(resource efficiency, environmental pressure), spatial (infrastructure, network effects) and institutional
(policies, management, entrepreneurship) (Table 1).

Table 1. Channels of influence of tourism on regional economic development

(Ehannel of Key elements Content of the impact
influence
Economic Structural shifts | The growth of tourist demand increases the share of the service sector in the
channel GRP of the region, stimulates the development of transport, construction, and
creative industries.
Employment and | Tourism creates jobs with low barriers to entry, forms supply chains for SMEs,
income and increases tax revenues to local budgets.
Multiplier There is a positive elasticity of GRP to the growth of tourist flows (0.3-0.5),
which indicates a multiplier effect for the regional economy.
Social Channel Quality of life and | The development of hospitality increases access to services, supports local
inclusion crafts and cultural heritage, and expands opportunities for young people and

women entrepreneurs.

Co-governance mechanisms (community-based tourism, clusters, PPP)
strengthen social cohesion and community participation in decision-making.
Without effective management, tourism can create infrastructural overload and
degradation of natural resources.

The implementation of Green Key, ISO 14001, resource conservation and
circular economy standards increases environmental sustainability and
business competitiveness.

Social capital

Ecological and
resource channel

External effects

Eco-innovation

Spatial-network Infrastructure The development of transport, digital and communal infrastructure creates
channel connections “spill effects” for neighboring communities.
Polarization vs. Tourist “anchors” (natural, cultural objects) can concentrate benefits in centers
diffusion or spread them to the periphery under conditions of cluster coordination.
Institutional and | Regulatory Transparent permitting procedures, grants for eco-modernization, tax
political channel environment incentives form the institutional conditions for balanced development.
Destination Professional organizations align the interests of business, government and the
Management community, reduce transaction costs, and improve the quality of branding in the
(DMO) region.
Entrepreneurship | Startup The use of digital platforms, smart solutions and analytics systems increases the
and innovation ecosystem productivity and sustainability of tourism and hospitality enterprises.

Source: Developed by the author.

Localization of
value chains

Deepening local procurement (food, crafting, events) reduces revenue leakage
and strengthens the economic self-sufficiency of regions.
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According to a report by the United Nations World Tourism Organization (UNWTO), global
tourism activity has practically recovered to pre-crisis levels, with more than 1.4 billion people traveling
around the world in 2024, which is 99% of the figure of 2019, i.e.,, the period before the COVID-19
pandemic. The total revenues of the tourism industry in 2024 reached 1.9 trillion US dollars, which is
on average equivalent to more than 1000 dollars per tourist. These data indicate a gradual recovery not
only of tourist flows, but also of the financial stability of the sector, which is an important factor in global
economic growth [16].

Regionally, Europe remained the most attractive travel destination, receiving 747 million tourists
(more than half of the global flow). This result is especially noteworthy given the geopolitical tensions
in the region, in particular Russia’s ongoing war against Ukraine, which has affected the security
sentiment of travelers. The Asia-Pacific region attracted 316 million visitors, indicating an active
recovery from prolonged pandemic restrictions, while the Americas welcomed 213 million tourists, the
Middle East 95 million, and Africa 74 million (Fig. 1).

800
700
600
500
400
300
200
iv v
0
Europe Asia and the America Middle East Africa
Pacific

B Number of tourists, million people

Figure 1. Number of international tourists by region in 2024
Source: Developed by the author based on [16].

At the country level, France (100 million tourists) and Spain (98 million tourists) retained the
status of world leaders in terms of attendance. France’s success is due to a combination of major events
and cultural factors: the 2024 Summer Olympics, the opening of the restored Notre Dame Cathedral, and
the commemoration of the 80th anniversary of the Allied landings in Normandy. These examples
confirm that event tourism and cultural heritage are key drivers of international flows and economic
effect in the hospitality industry [16].

We can see that the global tourism industry in 2024 demonstrated not only a high level of
adaptability to global challenges, but also a significant contribution to regional and national economic
growth, job creation and the development of related sectors.

Armed conflicts have a significant impact on the tourism industry, causing a sharp reduction in
the flow of visitors, investments, employment and income in the hospitality sector. Tourism is one of the
most risk-sensitive industries, as safety is perceived as a key condition for travel. At the same time, in
the post-crisis period, tourism often becomes an instrument of economic recovery, ensuring the creation
of jobs, the return of business activity and the international image of the country (Table 2).

The security factor is a key determinant of the recovery of tourist activity, the faster the country
forms the image of a safe destination, the more actively investments and visitors return. Post-conflict
tourism (memorial, social, volunteer) is an effective tool for integrating communities and preserving
historical memory. Public policy and international support are crucial for the reconstruction of tourism
infrastructure, in particular through grants, partnerships and the involvement of private businesses.
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Georgia and Croatia show examples of successful use of tourism as a catalyst for recovery, while Ukraine
has the potential to follow these models after the end of the war [4; 12].

Table 2. Comparative analysis of tourism in countries affected by war

Country Main consequences for tourism Recovery dynamics Key areas of stabilization

Ukraine Since the beginning of the full-scale Gradual recovery in the western | Development of social and
invasion of the Russian Federation regions (Lviv, Zakarpattia, military-historical tourism,
(2022), tourist activity has decreased | Ivano-Frankivsk region) support for local initiatives,
by more than 90%. A significant part | through the development of restoration of heritage sites
of the infrastructure is damaged, domestic tourism, business through international funds.
domestic tourism is limited by war relocation, volunteer and
risks. memorial tourism.

Israel Escalation of the conflictin 2023- Temporary decline in the Strengthening the image of
2024 led to a reduction in the tourist | second half of 2024; Partial safe destinations, developing
flow by 60-70%. High demand recovery is expected from 2025 | religious pilgrimage tourism,
volatility due to security risks. thanks to cultural and religious | investing in cybersecurity for

tourism. tourism systems.

Georgia The 2008 war and regional instability | In 2023-2024. Georgia received | Focus on wine, gastronomic
have affected the image of the more than 7.1 million tourists, and natural tourism, active
destination, but the country is which is 20% higher than in promotion of the Visit Georgia
showing a high rate of recovery due 2019. brand and investments in
to its positioning as a safe destination infrastructure.
in the South Caucasus.

Croatia After the wars of the 1990s. The The tourist flow exceeds 18 Sustainable coastal tourism
country has become an example of million people per year, model, EU integration,
successful post-conflict revenues are more than 20% of | international promotion of
transformation of tourism into the GDP. cultural heritage.
basis of economic growth.

Bosnia and After the conflict of the 1990s. In 2024, the tourist flow Emphasis on ecotourism,

Herzegovina | Recovery was slow due to weak reached about 1.2 million cultural memory, historical

infrastructure and security
stereotypes.

Source: Developed by the author.

people, which is 70% of the pre-
war potential.

routes, support of local
communities by international
donors.

The results of the study confirm that tourism and hospitality are important structure-forming
components of the regional economy, capable of providing a multiplier effect in the development of
related sectors. The tourism industry in Ukraine is gradually recovering, demonstrating high growth
rates of key financial indicators despite external challenges.

The correlation analysis confirmed the close relationship between the development of tourism
enterprises and GDP growth, which emphasizes the strategic importance of the sector for balanced
regional development. Institutional weakness in the field of cultural and nature tourism requires
additional investment and support through government recovery programs. Salaries and tax revenues
demonstrate stable positive dynamics, which is a sign of an increase in the socio-economic potential of
the regions (Table 3).

Table 3. Key correlations

Correlation .
Showcases coefficient (r) Interpretation
Tourist tax - GDP 0.88 Strong positive dependence: tourism has a direct impact on economic
activity.
Number of 0.96 The growth of entrepreneurial activity enhances the contribution to the
operators - GDP regional product.
Salary - Year 091 Gradual improvement of working conditions and compensation in the
industry.
Cultural Sites - Year -0.90 Negative dynamics associated with the destruction and temporary

inaccessibility of part of the cultural infrastructure.

Source: Developed by the author.

Fig. 2 shows that all major economic indicators (tourist tax, number of operators, salaries) have a
strong positive correlation, while the number of cultural sites shows a negative trend due to the
consequences of the war and the destruction of infrastructure.
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Figure 2. Correlation analysis of indicators of the tourism industry of Ukraine (2019-2023)
Source: Developed by the author.

The results of the correlation analysis confirmed the existence of close relationships between the
key indicators of the development of the tourism and hospitality sector and macroeconomic indicators
of regional growth. In particular, the high positive correlation between the tourist tax, the number of
business entities and the gross regional product indicates a significant economic multiplier effect of
tourism, while the negative dynamics of cultural infrastructure highlights structural imbalances and the
need for targeted management intervention.

These patterns indicate that further growth of the sector is possible only if comprehensive
sustainable governance mechanisms are implemented that combine economic incentives,
environmental responsibility, social inclusion and institutional coordination. That is why the next stage
of the study is the development of practical recommendations for the implementation of sustainable
management mechanisms in the field of tourism and hospitality, aimed at strengthening balanced
regional development [17; 18] (Table 4).

Table 4. Practical recommendations for the implementation of sustainable management
mechanisms in the field of tourism and hospitality

Mechanism Implementation tools Expected effect
1. Institutional and | Establishment of Regional Destination | Coordination of the interests of business,
organizational Management Centers (DMOs). government and communities.

Implementation of sustainable tourism strategies
at the community level.
Public-private partnerships
tourism.

in the field of

Reduction of managerial conflicts.
Improving the effectiveness of strategic planning.

2. Economic and
financial

Tax incentives for enterprises implementing
“green” standards.

Grants for eco-innovation and Green Key / ISO
14001 certification.

Creation of Sustainable Tourism Development
Funds.

Increasing the investment attractiveness of the
industry.

Reduction of costs and resource consumption.
Hospitality employment growth.

3. Ecological and
technological

The use of energy-efficient technologies in hotels
and restaurants.

Transition to renewable energy sources.
Electronic Resource and Waste Monitoring
Systems.

Smart technologies for managing tourist flows.

Reducing the environmental burden.
Rational use of resources.
Increasing the reputational
destination.

capital of the

4. Social and
humanitarian

Support for community-based tourism.

Training programs for youth, women, veterans
Promotion of cultural heritage through events
and festivals.

Increasing employment and social inclusion.
Strengthening local identity.
Social stability and human capital development.
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Mechanism Implementation tools Expected effect
5. Educational and Educational programs on sustainable tourism in | Formation of environmental culture among
communication higher education institutions. workers and tourists.

6. International

Certification courses for DMO and hospitality
managers.

Information campaigns
responsible behavior.
Participation in UNWTO, EU Green Deal, UNEP

for tourists about

Improving the quality of services.
Spreading the principles of
development.

sustainable

Access to funding and expertise.

cooperation programs. Expansion of tourist markets.
Cross-border  tourism  clusters  (“Green | Increasing the competitiveness of Ukrainian
Carpathians”, “Danube Region”). destinations.
Cooperation with international foundations

(USAID, GIZ, UNDP).
Source: Developed by the author based on [2; 3; 5; 11].

The proposed mechanisms of sustainable management in the field of tourism and hospitality form
a systematic approach to ensuring balanced regional development. Their implementation involves a
combination of institutional, economic, environmental, social, educational and international
instruments that operate in interconnection and mutual reinforcement.

6. Conclusions

Tourism and hospitality are important factors of balanced regional development, as they combine
economic, social and environmental aspects of the growth of territories. The analysis showed that the
tourism sector has a high multiplier effect, contributing to the growth of employment, the development
of small businesses and revenues to local budgets.

The correlation analysis showed a close positive relationship between the tourist tax, the number
of enterprises and GDP (r = 0.88-0.96), which confirms the significant role of the industry in the
structure of the regional economy. At the same time, the negative correlation between the number of
cultural sites and the year (r = -0.90) reflects the consequences of hostilities and the need to restore
cultural infrastructure as a component of tourism potential. Empirical data for 2019-2023. indicate a
gradual recovery of the industry after the pandemic and military challenges, in particular, an increase
in the tourist tax by more than 80% and an increase in average wages in the hospitality sector by 30-
40%. This indicates the resumption of business activity and a gradual increase in the socio-economic
stability of the regions.

Based on the results of the study, the need to introduce mechanisms of sustainable management
in the field of tourism and hospitality, covering institutional-organizational, financial-economic,
environmental-technological, social, educational and international tools, is substantiated. Their
implementation can ensure a balance between economic benefits, preservation of the natural and
cultural environment and increasing the well-being of local communities.

The results obtained create the basis for further research, in particular in the direction of
assessing the spatial effects of tourism, building models for sustainable development of destinations and
quantitative forecasting of the impact of tourist flows on the regional economy in the post-war period.
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KypopTHOI Ta JIKyBaJbHO-030pOB4Y0Oi cdepu 5K CTpaTeriyHOro eJJeMeHTy
HaI[ilOHAJIbHOI CHCTEMH OXOPOHHU 3/I0pOB’sA, coIjiaJbHOI peabiniTanii Ta crasoro
PO3BUTKY TEpUTOpPiH, 0COGJIMBO B KOHTEKCTi NOBOEHHOrO Bi/JHOBJIEHHSI perioHiB.
Y3ara/sbHeHO TeOpeTHYHi MiAX0AY BITYU3HAHUX HAYKOBLIB [0 aHaJi3y pecypCHOro
MoTeHLiay, TPOCTOPOBOI opraHisanii Ta iHCTUTYLiliHOro 3a6e3nedyeHHsI KypOPTHO-
pekpeaniiiHoi AissibHOCTI. MeTOJ0/I0TiUHOI0 OCHOBOIO [JOC/Hi/PKEHHS € CHUCTEMHHUH,
CTPYKTYpHO-PYHKI[iOHAJbHUN Ta perioHaJIbHUM MiAX0AHW, a TaKOX 3aCTOCYBaHHSA
SWOT-aHani3y Ak iHCTpyMeHTy cTpaTeriyHoi AiarHoCTHKH ranysi. Metoaukor SWOT-
aHaunizy ifleHTHdiKOBaHO KJ/IOYOBi CHMJIbHI Ta cjabKi CTOPOHH, MOXKJIMBOCTI K 3arpo3u
PO3BUTKY KypOpTHO-peKpealiiiHol raaysi VYkpaiHu. BusHayeHo, 110 BaroMuMMu
KOHKYpDEeHTHUMHU IlepeBaraMyM € TOTY>KHUH NPUPOJAHO-JIKyBaJbHUN MNOTeHLia,
ictropydHo cdopMoBaHi TepUTOpii JIIKyBaJbHO-030POBYOr0 Ta KYpPOPTHOIO
COpsIMyBaHHS, MOEAHAHHSA MeAWYHOI, peabiysiTaniiiHoi Ta TYpUCTUYHOI CKJIaZ0BHUX
KYpOpPTHOTO MNPOAYKTY, @ TaKOX 3POCTAalOUYMH BHYTpILIHIA NMONUT Ha O340pPOBYI U
peabiniTanifini mocayru. BogHo4Yac BCTAHOBJIEHO HASBHICTh CHUCTEMHHX NpPOO6JIEM,
MOB’SI3aHUX i3 3HOIIEHICTI0 MaTepiaJbHO-TEeXHIYHOI 6a3u, HepiBHOMIpHIiCTIO Ta
JUCIPONOPLiNHICTIO TepUTOPiaJIbHOTO PO3BUTKY, OOMEXEHUMH IiHBeCTULiHHUMU
pecypcaMy Ta HeJ0CTaTHbOIO iHTerpani€ro y MiKHapoAHUN TYPUCTUYHHUH NPOCTIp.
3aificHeHO aHaJi3 perioHaJbHHUX OCOGJIMBOCTEM PO3BUTKY KYpPOPTHO-peKpealifiHoi
cbepu Ta KeHc-ctagi  Kypopty TpyckaBeub AK  NpUKJIALy — peasisanii
MOBHOQYHKI[IOHAJILHOI MOJZeJli CaHAaTOPHO-KYpOpTHOro kJjactepa. O6GrpyHTOBaHO
JIOLJIbHICTE 3all03WYeHHsI EBPONENCHKOro JOCBifly KJacTepu3anii, 6peH/yBaHHS
KYpPOpPTHUX TepUTOpiH, iHTerpauii caHaTOPHO-KYpPOPTHOrO JIiKyBaHHSI [0 CUCTEMH
MeJJUYHOI0 CTpaxyBaHHs Ta BINPOBa/KeHHs iHHOBALiMHUX TexHoJorid. PesynbTaTu
JIOCJIiDKEHHS] MOXYTb OYTH KOPHUCHMUMM 0pu ¢(opMyBaHHI cTpaTerii po3BUTKY
KypOpTHO-peKpeaniiiHoi rany3i YkpaiHu, po3pobJsieHHi perioHaJpHUX NpoOTrpaMm
BiZJHOBJIEHHA Ta MOJepHi3alii KypopTiB, a TaK0X y NPaKTHULI yIIpaBJiHHA JIKYBaJbHO-
03/J0POBYMM Ta MeUYHUM TYPU3MOM.

KJ/IIOYO0BI CJ/IOBA

Typu3M, KypOpTHO-peKpealiliHa rajysb, CaHaTOPHO-KYpOpPTHe TOCIOJApCTBO,
JIIKyBaJIbHO-030POBYUM TYpU3M, TYPUCTUUYHHUM NPOAYKT, perioHajJlbHUKA PO3BUTOK,
SWOT-aHani3, KOHKYpPeHTOCIPOMOXXHICTb, KypOPTH, MeIUYHUN TYpHU3M, NPUPOJHO-
JIIKyBaJIbHi pecypcH.
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1. Introduction

The current stage of socio-economic development of Ukraine is characterized by the growing role
of the resort-recreational and sanatorium-resort sphere as an important tool for preserving and
restoring the physical and psycho-emotional health of the population, improving the quality of life and
ensuring sustainable development of territories. In the context of long-term crisis challenges caused by
hostilities, demographic losses, increased stress levels and deterioration of citizens’ health indicators,
medical and health tourism acquires special public importance, transforming from an auxiliary segment
of the tourism industry into a strategic component of the national system of social security and
rehabilitation.

The relevance of the study of the development of the resort and recreational industry is also
enhanced by the need to adapt domestic sanatorium-and-resort institutions to modern market
conditions, growing consumer demands, processes of innovative modernization and European
integration transformations. The uneven spatial development of resort areas, the obsolescence of the
material and technical base, the limited investment resources and the insufficient integration of medical,
recreational and tourist functions necessitate a scientifically grounded rethinking of the models of
functioning of the sanatorium-resort economy of Ukraine.

At the same time, the availability of unique natural healing resources, historically formed resorts
and the growing demand for health, rehabilitation and inclusive tourism products create prerequisites
for the formation of a competitive national resort and recreational market. In this context, the analysis
of regional features of the development of the sanatorium-resort sector, the assessment of its potential
and the identification of promising areas of transformation, taking into account modern socio-economic,
security and medical challenges, is of particular importance.

In view of the above, the study of the state, problems and prospects for the development of the
resort and recreational industry of Ukraine, as well as the analysis of successful territorial models and
cases of functioning of sanatorium-resort complexes, is timely and scientifically significant, as it
contributes to the formation of systematic approaches to the restoration, modernization and strategic
development of medical and recreational tourism in modern conditions.

2. Literature Review

The problems of development of the resort and recreational industry of Ukraine, its structural
features, resource provision and prospects for functioning in modern socio-economic conditions are
covered in the works of a significant number of domestic scientists. Particular attention in the research
is paid to the role of the sanatorium-resort sector as a component of the tourism industry and an element
of the system of health care and social rehabilitation of the population.

The theoretical foundations of the formation of recreational complexes and the prerequisites for
their effective functioning are revealed in the studies of S. Markhonos and N. Turlo [8], which determine
the key conditions for the creation of recreational systems, in particular, the availability of a resource
base, developed infrastructure, socio-economic potential and regional specifics. Scientists emphasize
that the development of recreational complexes contributes to the modernization of the material and
technical base, improving the quality of recreational space and the effectiveness of medical and
recreational functions.

Innovative aspects of the development of the resort and recreational sphere and the formation of
new recreational facilities are studied by the team of authors M. Drobotova et al. [2]. The authors focus
on the role of innovations in enhancing the quality of life for the population, revitalizing domestic
tourism, and adapting the industry to modern challenges, particularly the growing demand for health
and rehabilitation services.

The peculiarities of the transformation of tourist demand and the growth of the importance of the
therapeutic and recreational component of the resort and recreational product are analyzed in the
studies of P. Zakharchenko and S. Zhvanenko [17]. The authors associate these trends with the
deterioration of the health of the population, the growth of psychological stress and the negative impact
of the environment, which actualizes the need to introduce innovative approaches to the organization
of sanatorium-resort services.
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Ecological and spatial aspects of the development of recreational areas are covered by O. Nod [9],
defining the ecologization of the economy, the preservation of natural resources and the expansion of
the tourist and ecological network as fundamental directions for the development of the recreational
sphere. Similarly, scientist S. Filiuk [3] emphasizes the need to take into account regional specifics when
forming strategies for restoring tourist and recreational potential, emphasizing the relationship
between the development of the industry and increasing investment attractiveness and quality of life of
the population.

The current state of the resort and recreational industry and its social and rehabilitation function
are analyzed in the works of H. Omelchak [11], who emphasizes the growing need for inclusive, hybrid
and rehabilitation resort products. The prospects for the development of medical and health tourism
and, at the same time, the existing challenges related to the quality of medical services and marketing
promotion are considered by O. Dolynska [1].

The problems of material and technical modernization of sanatorium-resort institutions and the
introduction of modern architectural and technological solutions are highlighted in the studies of
K. Shmal and 0. Khorosha [13]. The issue of regional competitiveness of resorts and the need for
cooperation of industry entities to enter foreign markets is revealed by S. Zhvanenko [18].

The uneven territorial development of the resort and recreational industry and the prospects for
redistribution of domestic tourist flows are investigated by N. Stupen [15], and innovative approaches
to managing the development of the sanatorium-resort complex and medical tourism are analyzed in
the works of K. Kostohlodova and V. Svitlychna [6]. The significant potential of medical and health
tourism as a tool for socio-economic post-war recovery of the country is emphasized by L. Horbatiuk
and V. Borysenko [5].

The team of authors [4] carried out a thorough analysis of the specifics of the subjects of
sanatorium-resort activities in the context of their orientation, affiliation, socio-economic effect, impact
on related areas, global role, subordination. The authors emphasize the disproportionality of the
development of the market of sanatorium-resort services in the regional context and the heterogeneity
of indicators of its functioning, which forms a different level of competitiveness of resort territories [4].

The theoretical and institutional foundations of the formation of the sanatorium-resort system of
Ukraine are summarized in the classic works of G. Lendiel [7], who substantiates the need for
comprehensive state regulation and integration of the resort and recreational industry into the general
system of tourism development.

The researchers [16] considered the evolution of the resort town of Truskavets, investigated the
history of the formation of the resort and modern medical and health and sanatorium-resort
opportunities of the location in the context of the impact on the economic potential. The authors’ team
[12] also paid attention to the study of the recreational and tourist potential of small resorts of the Lviv
region in modern realities. Also, the issue of strategic development of medical and health tourism was
outlined in the author’s study [10].

Thus, the analysis of scientific sources indicates a significant interest of researchers in the
problems of development of the resort and recreational industry of Ukraine, which is due to its social,
medical and economic significance. At the same time, the available research fragmentarily covers the
issue of a comprehensive assessment of the prospects for the development of the industry in the face of
modern challenges. This actualizes the expediency of using strategic analysis tools, in particular SWOT
analysis, for a systematic generalization of strengths and weaknesses, opportunities and threats to the
development of the resort and recreational industry of Ukraine.

3. Problem Statement

The purpose of the study is to assess the prospects for the development of the resort and
recreational industry of Ukraine based on the use of SWOT analysis, as well as to substantiate strategic
guidelines for increasing its competitiveness, investment attractiveness and adaptability to modern
socio-economic and security challenges.

This goal is realized by generalizing theoretical approaches to determining the essence and role
of the resort and recreational industry in the structure of the national economy; analysis of the current
state and trends in the development of the resort and recreational sphere of Ukraine, taking into account
regional differentiation; identification of key internal and external factors that have an impact on the
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functioning and development of the resort and recreational industry; use of the SWOT analysis
methodology of the resort and recreational industry of Ukraine in order to determine its strengths and
weaknesses, opportunities and threats; substantiation of promising directions and strategic priorities
for the development of the resort and recreational industry in the context of the transformation of the
national economy, post-war recovery and the growth of the role of domestic tourism.

4. Methods and Materials

The study uses a comprehensive methodological approach based on a combination of systemic,
structural-functional and regional approaches to the study of the development of the resort and
recreational industry of Ukraine. To generalize the theoretical foundations of the functioning of the
sanatorium-resort economy, the methods of analysis and synthesis were used, which made it possible
to identify the key factors in the formation of the competitiveness of resorts and their role in the
structure of the national economy. The method of critical analysis and generalization of scientific
sources is used in order to systematize scientific approaches to assessing the resort and recreational
potential and determining modern trends in the development of medical and health and medical
tourism.

To assess the prospects for the development of the resort and recreational industry, the SWOT
analysis method was used, which made it possible to identify the strengths and weaknesses of the
industry, as well as external opportunities and threats to its functioning in the context of socio-economic
transformations and military challenges. The regional analysis was applied in order to take into account
the spatial differentiation of resort and recreational resources and the peculiarities of the development
of resorts in different regions of Ukraine. The case-study method was used for an in-depth analysis of
the functioning of the Truskavets resort as a representative example of the implementation of a full-
featured model of a sanatorium-resort cluster. In the process of the study, the methods of comparison
and generalization were also used to compare the domestic and European experience in the
development of resorts, as well as the method of graphical modeling to visualize the factors of
development of the resort and recreational industry and the components of the resort’s success in the
market of medical and health and sanatorium-resort services. The totality of the applied methods
ensured the complexity of the study, the validity of the results obtained and the possibility of forming
practical recommendations to improve the efficiency of the functioning of the resort and recreational
industry of Ukraine in the context of the transformation of the national economy.

5. Results and Discussion

The resort and recreational sector is an integral part of the service sector, which makes a
significant contribution to the economy, contributes to the development of tourism and raising the
standard of living of the population. It is constantly evolving to meet modern requirements and
consumer demands. The development of the resort and recreational sphere through the formation of
innovative recreational facilities and complexes will contribute to improving the quality of life of the
local population through improving infrastructure, access to new services and expanding cultural
services. opportunities, as well as the restoration of domestic tourism opportunities [2].

Scientists S. Markhonos and N. Turlo [8] draw attention to the fact that “the effective functioning
of recreational complexes is possible only if there is a sufficient provision of recreational resources,
material and technical base and an effective mechanism for their creation and functioning. The
prerequisites for the creation of recreational complexes should be:

1) recreational resources;

2) tourist and recreational infrastructure in the region;

3) socio-economic potential for the functioning and recreational development of the territory;

4) manufacturing enterprises and enterprises in the service sector;

5) other regional features (religious features, traditions, crafts, etc.)” [8].

At the same time, “assistance in the creation of recreational complexes will lead to the
preservation, innovative development and improvement of the material and technical base of the
recreational complex of the region. Also, the qualitative potential of the recreational space will increase,
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the efficiency of health, preventive and therapeutic functions of the relevant enterprises of the
recreational infrastructure will increase” [8].

It is important to emphasize that many strategic practices should be borrowed from the
experience of Central European countries. Thus, Poland has successfully integrated balneology into the
state health insurance (NFZ) system, which allows citizens to receive partial reimbursement of the cost
of treatment in SCG institutions. Slovakia implements the “Navrat do Zivota” program, under which
military veterans undergo free physical and psychological rehabilitation in public resorts, and tour
operators receive tax benefits when attracting clients to national health resorts. Hungary, on the other
hand, has built a system of branding regions through geographical marking of waters (e.g., “Héviz” or
“Zalakaros”), which increases the export potential of spa services. For Ukraine, the use of a similar
marketing and geographical model is promising: registration of national brands of waters and treatment
zones (Naftusia, Skhidnytska-2, Khmilnyk-radon, Berezivska-zalizo) will allow to form a tourist map of
Ukraine’s health, increase awareness and export of wellness and medical tourism services.

It should be noted that the popularity of European countries among tourists is not unequal. The
vast majority of tourist flows are directed primarily to Western European countries. The tourism sector
is always marked by rather ambiguous characteristics and opportunities. Tourism as a multi-sectoral
and multifunctional phenomenon is characterized by the highest level of elasticity relative to natural
(ecological), general economic, social and political changes in any country - a potential destination.
Classical tourism, especially in the direction of visiting foreign countries by our fellow citizens, contains
trends in development, and such specific areas as medical and health tourism are quite difficult to
perceive not only by compatriots, but also by foreign citizens visiting Ukraine. The strategy for the
development of resorts in Ukraine can be more effective due to the formation of strategic alliances of
regional authorities and tour operators, hospitality enterprises at the interregional level. One of the
most pressing problems in the sanatorium-and-resort industry is a significant decrease in state funding
and a decrease in the efficiency of management of specialized medical and health institutions. There is
also a problem associated with the insufficient capacity of internal and external tourist flows, since
tourists are simply not interested in choosing offers of treatment and health improvement on the
territory of Ukraine.

Scientists P. Zakharchenko and S. Zhvanenko [17] note that “the specificity of modern tourist
demand is manifested in an increase in interest in the therapeutic component of the resort and
recreational product. This is due to global negative trends in the impact on the human body from the
environment, a high degree of labor intensification, psychological stress, constantly deteriorating health
indicators, and other negative manifestations of modern life. Currently, more and more tourists are
striving to receive high-quality sanatorium-resort treatment” [17]. Therefore, “all these factors force
enterprises of the resort and recreational sphere to change their attitude to the principle of organizing
resort activities, pay attention to the improvement of sanatorium-resort services, the provision of high-
quality medical and health services, psychological comfort, which is practically impossible without the
use of innovations”, the authors note [17].

Researcher O. Nod [9] notes that “the main fundamental directions of development of recreational
areas are: ecologization of the economy and production processes, preservation of the environment and
reproduction of recreational natural resources, creation of free recreational economic zones and
expansion of the tourist and ecological network in Ukraine” [9].

Scientist S. Filiuk [3] rightly notes that “when choosing a strategy for restoring the tourist and
recreational potential, it is necessary to take into account the regional specifics of the development of
the tourist and recreational sphere. Therefore, it is necessary to develop a strategy that would
simultaneously contribute to the socio-economic development of the territory and increase the regional
competitive advantages of tourism industry entities for the long term. The strategy for the restoration
of tourist and recreational potential should also harmoniously complement the socio-economic strategy
for the development of the region and the country as a whole and contribute to the solution of priority
socio-economic tasks, namely: strengthening scientific, technical and innovative potential; increasing
the investment attractiveness and economic stability of the country; improving the quality of life of the
population” [3].

Considering the current trends in the development of recreation and tourism in Ukraine, it can be
noted that the summer season of 2025 showed the preservation of sustainable demand for domestic
tourism in Ukraine. The tourist activity of the population is largely due to the need for physical,
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emotional and psychological recovery. Short-term travel within the country is seen as an effective tool
for reducing the level of everyday stress and tension. Over the past four years, the western regions of
Ukraine (Lviv, Ivano-Frankivsk, Zakarpattia, Chernivtsi and Ternopil) have been steadily holding
leading positions in terms of tourist attractiveness. This is due to the combination of a relatively higher
level of security, developed tourist infrastructure and significant natural and landscape potential. The
Carpathian region, in particular the territories of Verkhovyna, Yaremche, Slavske and Bukovel, is
focused mainly on active forms of tourism, in particular mountain hiking, cycling routes and health
programs [14]. In 2025, there is an expansion of the range of tourist services, including SPA complexes,
relaxation programs and gastronomic weekend tours. Transcarpathian region demonstrates the
growing popularity of gastronomic tourism, in particular due to the development of integrated cultural,
historical and tasting routes (winemaking, cheese making, local cuisine). Some territories, in particular
Beregovo and Khust districts, were formed as centers of cycling tourism due to the creation of a network
of safe bike paths and ecological trails. Lviv region implements the concept of gastronomic tourism
through thematic routes to craft industries, which corresponds to the growing demand of the urban
population for authentic cultural and culinary practices [14].

The central regions of Ukraine (Cherkasy, Zhytomyr, Poltava, Podillya regions) also intensified
tourism activities in 2025. The main factors of attractiveness are relative safety, natural diversity,
affordable pricing policy and favorable conditions for a relaxing holiday. Cherkasy region is
distinguished by the development of water tourism on the Dnieper and its tributaries, as well as
historical and cultural routes related to the Cossack heritage and the figure of Taras Shevchenko, which
are especially in demand among the family segment of tourists. The Podilskyi region forms the trend of
the so-called “small town routes”, which combine historical and architectural monuments, sacred
wooden architecture, protected areas and local cultural identity. Such destinations meet the demand for
leisurely, meaningful and aesthetically oriented tourism. The city of Kyiv and the Kyiv region remain
important centers of short-term tourist trips. Demand focuses on recreational areas, hiking and cycling
routes, cultural and artistic events, and gastronomic tours. Thematic festivals and ethno-cultural events
contribute to the integration of the natural, historical and service components of the tourist offer. Kyiv
region demonstrates a steady growth dynamic of domestic tourism, especially during weekends and
holidays [14].

Considering the peculiarities of the tourist situation in the Black Sea region, it can be noted that
despite the existing security risks, the summer tourist season has been partially restored in Odesa in
2025. A limited number of beach areas operate subject to enhanced safety standards, including the
arrangement of controlled bathing areas, rescue infrastructure and warning systems. At the same time,
traditional resort locations of the Black Sea coast (Zatoka, Karolina-Bugaz) remain inaccessible to
tourists. At the same time, Odesa is expanding alternative formats of domestic tourism, focusing on
urban, cultural, museum and gastronomic routes, as well as event tourism [14].

Currently, the centers of sanatorium-resort and health tourism in Ukraine are mountainous and
foothill regions of Transcarpathia, Ivano-Frankivsk and Lviv regions. In particular, Transcarpathia has
unique climatic conditions, which are the most favorable for summer recreation. This is due to the fact
that the region is surrounded by mountains from the north and east and, accordingly, has unique natural
weather conditions. Due to hostilities in the regions and the danger of shelling, they are partially suitable
for recreation and health improvement of Ukrainians. Thus, the Odesa region is part of the Black Sea
recreational and tourist region. Due to its favorable geographical location and favorable climate, the
region occupies one of the leading places among other regions of the region in terms of the number and
volume of resort and recreational resources [5].

The eastern region is struggling with a number of problems: lack of investment, abandonment and
reduction of the material and technical base, stereotypes about Donbas, etc. The main problem remained
the long-term armed conflict, but recreations located in a territory relatively remote from the line of
hostilities have a chance for the development of medical and health tourism, and are also urgently
needed, since a significant part of the local population is affected, has health disorders and needs to be
rebooted and rehabilitated with the help of recreation and tourism.

Currently, there is a steady demand for short-term trips, cultural and educational excursions,
recreational and recreational practices and nature-oriented tourism in Ukraine. An important place is
also occupied by gastronomic routes, festival and ecological tourism. In modern conditions, domestic
tourism performs not only a recreational, but also a socio-economic function, contributing to the
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support of local economies, the development of territorial communities and the stabilization of the
psycho-emotional state of the population. Despite the difficult circumstances, tourist activity in Ukraine
demonstrates a gradual recovery and adaptation to new realities [14].

Researcher H. Omelchak emphasizes the medical and health function of tourism, which is the most
popular in the modern conditions of our country. “The problem of preserving the physical and mental
health of Ukrainians in modern conditions is becoming increasingly important. The main role in solving
this problem is played by sanatorium-resort type institutions. Rational use of natural resources provides
the core of the resort and sanatorium industries. Rehabilitation measures in the complex of sanatorium-
resort treatment are optimally balanced and effective for recovery and rehabilitation. A potential part
of health improvement methods is the healing properties of the climate, mineral waters, natural heat
carriers, etc. Currently, the health of Ukrainians has deteriorated significantly. Stress, low
environmental conditions, migration and an increase in the number of people with disabilities require
an urgent solution to the issues of opportunities to implement a system of health improvement and
rehabilitation for adults and children”, the scientist notes [11]. Also, in her opinion, “the demand for a
hybrid and inclusive resort product also influences the way urban hotel assets are conceptualized,
leading to the urbanization of the resort’s offering. The development of resorts should become an
integral part of the overall concept of a healthy nation” [11].

Researcher O. Dolynska emphasizes that “many resorts specialize in specific areas, such as the
treatment of diseases of the musculoskeletal system, respiratory tract, cardiovascular system, etc.
Taking into account the growing demand for a healthy lifestyle and the growing interest in alternative
methods of treatment, such as herbal medicine, Ayurveda, yoga and others, it can be predicted that
medical and health tourism in Ukraine will have further positive development prospects” [1]. However,
there are also a number of challenges that hinder the development of resorts and sanatorium-resort and
medical institutions: “one of the biggest challenges is to improve the quality and standards of medical
services. In order to attract more foreign tourists, it is necessary to provide high quality medical care,
appropriate staff qualifications and modern equipment. Another important aspect is the marketing and
promotion of medical and health services in Ukraine on the international market”, the researcher
emphasizes [1].

Scientists K. Shmal and O. Khorosha note that “there is a need to modernize old sanatoriums,
create inclusive and accessible conditions for all groups of the population, and develop new concepts
for restoring and maintaining health” [13]. “In some institutions of the Carpathian region, projects are
being implemented using biophilic design and smart technologies. However, a significant part of the
sanatoriums needs to be updated and adapted to modern requirements, which requires investments
and an integrated approach to reconstruction”, the authors note [13].

Also, the scientist S. Zhvanenko draws attention to the fact that “the presence of competition of
health resorts among themselves within the framework of the regional resort and recreational complex
means a general decrease in its competitiveness in external recreational markets in relation to this
region. A significant increase in competitiveness is possible only if all resort and recreational
organizations located in the region are represented on foreign markets as a united large territorial
company. At the same time, the association of health resorts does not at all imply the loss of their legal
or financial independence. As a rule, this process takes place through the joint concentration of
resources in certain areas, for example, advertising at large exhibition venues or fairs for the sale of a
resort and recreational product, joint actions to attract more vacationers, etc.” [18].

In addition, the scientist N. Stupen, modeling the trends of the resort and recreational industry in
Ukraine, notes that “the domestic resort and tourism sphere is characterized by a high level of uneven
distribution of consumption of tourist and recreational services. In total, two regions of Ukraine (Lviv
and Odesa regions) account for about 22.5% of organizations of the resort and tourism industry, which
provide about 31.7% of the needs for resort and tourist services in the domestic market. One of the
promising directions for the development of the resort and recreational industry is the redistribution of
flows of tourists and vacationers in the domestic market, which will increase the efficiency of the entire
industry” [15].

Researchers K. Kostohlodova and V. Svitlychna [6] note that “one of the important directions for
the development of the sanatorium-resort complex is the introduction of innovative technologies.
Sanatoriums must adapt to new market requirements and improve the quality of services through the
use of modern methods of treatment, rehabilitation and diagnostics. Telemedicine plays an important
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role in this, which allows you to expand access to medical services and provide customers with
convenient service. In addition, individualization of treatment programs based on the analysis of
patients’ health can increase the effectiveness of wellness procedures” [6]. Also, according to the
researchers, “medical tourism is a promising niche for the development of Ukrainian sanatoriums. The
natural healing resources of Ukraine, as well as the relatively low cost of services compared to other
countries, create good prerequisites for attracting foreign tourists. The development of medical tourism
involves not only improving the infrastructure, but also raising the standards of service provision,
certifying institutions according to international standards, as well as expanding cooperation with
international medical organizations” [6].

Scientists [5] note that “medical and health tourism is one of the segments of the tourism industry,
which is aimed at improving the quality of life, popularizing the country’s natural resources and
improving and supporting the physical and psychological rehabilitation of the population. He focuses on
the use of natural resources and medical services to restore and extend the life expectancy of Ukrainians.
Even under martial law, the potential for the development of medical and health tourism, which has
certain features and public importance, is quite powerful and can contribute to attracting investments,
creating new jobs and actively supporting the local economy” [5].

The team of authors [4] emphasizes that “domestic subjects of sanatorium-resort activities are
characterized by providing treatment and recreation of the population; belonging to medicine and
tourism; production of social and economic effects; direct and indirect influence on related areas;
promoting the recognition of the popularization of Ukraine in the global recreational process and in
cultural and historical development. The current regulatory framework operates with an ambiguous
typology” [4]. They also note that “in general, the market of sanatorium services in the regional context
is characterized by disproportionality, asymmetry and heterogeneity”, and “the totality of the regions of
Ukraine according to individual indicators of the development of the sanatorium services market is
heterogeneous, and the average values of these indicators in Ukraine are atypical” [4].

Considering the issues of state policy and development of the sanatorium-and-resort industry, the
scientist G. Lendiel [7] rightly notes that the problems of the sanatorium-and-resort complex of Ukraine
require comprehensive regulation at the national level. “The development of the sanatorium and resort
business in Ukraine requires support, coordinated development within the entire tourism industry of
the country. Resort and medical tourism are one of the priority areas for the development of domestic
and foreign tourism in the country, one of the most stable species tourist markets. Existing and potential
stocks of medical resources, taking into account their qualitative and quantitative characteristics, can
be the basis for creating an innovative tourist product”, the researcher emphasizes [7].

In order to comprehensively assess the state and prospects for the development of the resort and
recreational industry of Ukraine, it is advisable to use SWOT analysis as a tool for strategic diagnostics,
which allows you to systematize the internal strengths and weaknesses of the industry, as well as to
identify external opportunities and threats to its further development.

Considering the strengths, it can be noted that the resort and recreational industry of Ukraine is
characterized by a significant natural resource potential, which includes unique reserves of mineral
waters, therapeutic mud, ozokerite, favorable climatic conditions and diverse landscapes. The presence
of historically formed resorts (Truskavets, Morshyn, Khmilnyk, Myrhorod, Skhidnytsia, Berdyansk)
provides recognition in the domestic market and forms the basis for further specialization of medical
and health services. A significant advantage is the combination of medical and tourist components,
which allows you to form a complex resort and recreational product. The relatively affordable cost of
services in comparison with European resorts creates competitive advantages for both domestic and
potential foreign consumers. In addition, the growing demand for rehabilitation, psychological and
wellness programs actualize the social significance of the industry.

As for the weaknesses, it can be noted that the key weaknesses include the physical and moral
deterioration of the material and technical base of most sanatorium-and-resort institutions, the low
level of energy efficiency of buildings, limited accessibility for people with limited mobility and
insufficient technological equipment. A significant part of the institutions does not meet modern
standards of medical care, service and safety. Significant problems remain the uneven territorial
development of resorts, fragmentation of management, insufficient level of state support and funding,
weak marketing policy and low recognition of Ukrainian resorts in the international market. The lack of
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a unified strategy for development and coordination between industry entities reduces its overall

competitiveness.

Table 1. SWOT analysis of the prospects for the development of the resort and recreational
industry of Ukraine

Strengths

Weaknesses

Significant natural healing potential (mineral waters,
therapeutic mud, ozokerite, climatotherapy, landscape
therapy)

The presence of historically formed resorts with
established specialization (Truskavets, Morshyn,
Khmilnyk, Myrhorod, Skhidnytsia, etc.)
Combination of medical, rehabilitation and tourist
components of the resort product
Relatively affordable cost of medical and health services
compared to European resorts
Growing domestic demand for recovery, rehabilitation,
and psychological recovery
Social significance of the industry for post-war
rehabilitation of the population

Physical and moral deterioration of the material
and technical base of sanatorium-resort
institutions
Low level of energy efficiency of buildings and
limited barrier-free infrastructure
Insufficient level of technological equipment and
modern medical equipment
Uneven territorial development of the resort and
recreational network
Insufficient government support and limited
investment resources
Weak marketing policy and low visibility in the
international market

Opportunities

Threats

Growth of domestic tourism and demand for health and
rehabilitation services
Integration of spa treatment into the health insurance
system
Development of medical, wellness and inclusive tourism
Introduction of innovative technologies, telemedicine,
personalized treatment programs
Borrowing the experience of Central European countries
(clustering, branding of resorts, certification of
resources)
Post-war reconstruction, attracting international
investment and technical assistance
Source: Systematized by the author.

Hostilities and security risks, restriction of access
to certain resort areas
Macroeconomic instability and declining solvency
of the population
Increased competition from foreign resorts
Outflow of qualified medical and service
personnel
Environmental risks and depletion of natural
healing resources
Risk of further degradation of infrastructure in the
absence of systemic state policy

Among the key opportunities for the development of the resort and recreational industry, it
should be noted the growth of domestic tourism and demand for health and rehabilitation services. A
promising direction is the integration of sanatorium-resort treatment into the health insurance system,
the development of medical and wellness tourism, as well as the introduction of telemedicine and
personalized treatment programs.

Important opportunities are opened up by borrowing the experience of Central European
countries in branding resort areas, certification of medicinal resources, creation of clusters and strategic
alliances. The post-war reconstruction of the country, the attraction of international technical assistance
and investments can become a catalyst for the modernization of the industry and the formation of
innovative resort and recreational products.

The main external threats (Threats) remain hostilities and related security risks that limit the
functioning of certain resort areas, especially in coastal and eastern regions. Macroeconomic instability,
reduced solvency of the population, inflationary processes and migration losses have a negative impact.

Additional threats are increased competition from foreign resorts, the outflow of qualified medical
and service personnel, as well as environmental risks associated with the irrational use of natural
healing resources. In the absence of a systemic state policy, there is a risk of further degradation of part
of the sanatorium-resort infrastructure.

The results of the SWOT analysis show that the resort and recreational industry of Ukraine has a
significant potential for development, which can be realized under the condition of purposeful
modernization, innovative renewal and strategic integration into the health care and tourism system.
The use of existing strengths in combination with the implementation of external opportunities can
compensate for internal weaknesses and minimize the impact of threats, forming the basis for the
sustainable development of the industry in the medium and long term.
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The functioning of the sanatorium-resort complex of Ukraine is based on the unique potential of
natural and healing resources, which determines both the specialization of individual resort areas and
the directions of medical services provision within the framework of medical and health programs. The
key natural factors that form the basis of the activity of the sanatorium-resort economy are mineral
waters, therapeutic mud, ozokerite, salt resources, climatic conditions and landscape-therapeutic
factors, which in terms of their physicochemical characteristics, biological activity and therapeutic effect
correspond to the level of leading European resorts. At the same time, the territorial location of
sanatorium-resort institutions in Ukraine is characterized by unevenness: the most developed resort
clusters were formed in regions with a concentration of natural healing resources (mineral waters,
therapeutic mud, favorable climatic conditions), as well as in zones with established historical traditions
of resort development, in particular in Truskavets, Morshyn, Khmilnyk, Berdyansk, Myrhorod and
Skhidnytsia [12; 16].

A representative example of the introduction of a full-fledged functional model is the resort of
Truskavets. Its tourist and resort infrastructure includes more than 70 facilities, including sanatorium-
resort institutions, SPA-complexes, diagnostic and treatment centers, boarding houses and apart-hotels,
which annually provide services to more than 350 thousand people. persons, among whom more than
10% are foreign visitors [12; 16].

The resort of Truskavets combines exceptional balneological potential, historically formed
infrastructure, multi-level organization of medical services and a comprehensive system of recreation
within a single territorial unit, which ensures the success of the resort in the market of medical and
health and sanatorium-resort services (Fig. 1).

The functioning of the resort cluster is based on the complex interaction of medical and
rehabilitation services, developed resort infrastructure, unique natural and healing resources (14
sources of mineral waters, in particular “Naftusya”), as well as specialized rehabilitation programs
adapted to the needs of military personnel [12; 16].

The relevance of choosing Truskavets as a focal case is due to the fact that its spatial and functional
structure allows illustrating the typological features of Ukrainian resorts, determining the efficiency of
the use of natural resources and assessing the ability to adapt to the challenges of post-pandemic,
military and socio-economic reality. The combination of ozokerite therapy, mineral baths, drinking
treatment, climatotherapy and physical activity creates a unique five-component model of spa therapy
in Truskavets, which has historically developed as a result of the institutionalization of folk healing
practices and further scientific substantiation.

A significant part of Ukrainian resorts, like Truskavets, demonstrates the transition from the
classic model of a “sanatorium with vouchers” to a modern multifunctional center with medical
profiling, high-precision diagnostics, psychological support, diet therapy and social services. The
favorable temperate continental climate of the Ukrainian Carpathians, the Black Sea region and Polissia
provides conditions for climatotherapy, in particular during the off-season, which is especially
important for the treatment of diseases of the respiratory system, immune system and psycho-
emotional sphere. For example, Truskavets, Skhidnytsia and Kosiv have a high level of air saturation
with ozone, phytoncides and negative air ions, which increases the overall adaptive reactivity of the
body [12; 16]. Thus, the natural healing resources of Ukraine are the strategic basis for the development
of the sanatorium-resort economy. Their combination with adapted medical programs, profiled
infrastructure and science-based approaches to treatment forms a competitive multidisciplinary
potential of the industry in both domestic and foreign medical tourism.

At the same time, most sanatoriums in Ukraine operate in obsolete buildings with a low level of
energy efficiency, lack of barrier-free space and insufficient technological support. As of 2023, more than
60% of resort establishments in Ukraine do not have modern medical equipment, and more than 40%
are not provided with proper thermalistics, which makes it impossible to use a number of procedures
[12; 16].

Based on the above, the factors of development of the resort and recreational industry of Ukraine,
which are reflected in Fig. 2. The proposed systematization reflects the complex nature of the formation
and development of the resort and recreational industry of Ukraine, which is determined by the
interaction of internal (endogenous) and external (exogenous) factors.
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77 1.Natural healing potential

- unique mineral waters (Naftusia and other springs);
- established medical and health facilities;

- favorable climatic conditions;

- landscape and climate therapy;

- high bioactivity of natural resources.
e,

2. Comprehensive five-component model of resort therapy
- ozokerite therapy;

- mineral baths;

| - drinking cure;

- climatotherapy;

- physical activity and recreation.

3. Developed resort and sanatorium infrastructure

|| - sanatoriums, SPA centers, diagnostic complexes;

- apart-hotels, boarding houses;

1 — transport and service accessibility;

- cluster organization of over 70 objects in the field of tourism and hospitality.

4. Medical profiling and modern services

- multi-level organization of medical services;

4 — high-precision diagnostics;

- rehabilitation programs for victims of military operations;
- psychological support, diet therapy, social services.

5. Institutional and historical heritage of the resort
- historically established resort tradition;

- scientific justification of medical practices;

& - institutionalization of folk medicine;

i) - consumer trust and brand recognition of Truskavets.

#4 6. Adaptability to modern challenges

- transformation from a classic sanatorium model to a multifunctional center;
- focus on domestic and international medical tourism;

- ability to operate in post-pandemic and wartime conditions;

- flexible response to socio-demographic changes in demand.

7. Market results and effects
- stable tourist flow (over 350,000 people annually);
| - attraction of foreign visitors;
# — formation of a diversified competitive product;
- enhancement of the resort’s role in domestic and international medical tourism.

J

Figure 1. Components of the success of the Truskavets resort in the market of medical and health
and sanatorium-resort services
Source: Developed by the author.

Internal factors of development include, first of all, the natural resource potential, which
determines the medical and health specialization of resorts and covers the availability of mineral waters,
therapeutic mud and favorable climatic conditions [10]. An important role is played by the material and
technical base of resorts and the level of its modernization, on which the quality-of-service provision,
the competitiveness of establishments and the possibility of introducing modern service standards
depend. Qualified staffing and the level of professional training of personnel are also important, which
forms the human capital of the industry and ensures the effective use of the recreational potential of the
regions.
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INTERNAL FACTORS (endogenous) EXTERNAL FACTORS (exogenous)
7\
natural resource potential (mineral . . .
. . . economic conditions and investment
waters, therapeutic mud, climatic . .
. climate in the country;
conditions); )
<
the material and technical base of resorts state policy in the field of tourism,
and the level of its modernization; healthcare, and regional development;

staffing and professional training of security factors and consequences of
personnel; military actions;

level of innovation and implementation of
modern medical and wellness —
technologies;

socio-demographic trends and demand for
health and rehabilitation services;

organizational and management
mechanisms for the functioning of resort —— level of domestic tourism development;
and recreational facilities;

international competition and
——  opportunities for integration into the
European tourism space;

quality and diversification of resort and
recreational services.

flexibility and adaptability of internal environmental restrictions and
management in the face of —— requirements for the sustainable use of
transformational challenges. natural resources.

Figure 2. Factors of development of the resort and recreational industry of Ukraine
Source: Developed by the author.

Internal factors also include the level of innovation and the introduction of modern medical and
wellness technologies, which allow expanding the range of resort and recreational services and adapting
them to the growing needs of consumers. Organizational and managerial mechanisms of functioning of
resort and recreational establishments determine the effectiveness of managerial decisions, the ability
to strategic planning and coordination of activities in an unstable environment. Important
characteristics of internal development are also the quality and diversification of resort and recreational
services, as well as the flexibility and adaptability of internal management, which ensure the stability of
the industry in the face of transformational socio-economic challenges.

External factors of development of the resort and recreational industry are formed under the
influence of the macroeconomic and institutional environment. These include economic conditions and
investment climate in the state, which determine the possibilities of attracting financial resources for
the restoration and development of resort infrastructure. Security risks and the consequences of
hostilities, which affect the spatial organization of the resort network and tourist flows, remain a
significant deterrent in modern conditions.

The external environment is also determined by socio-demographic trends and the level of
demand for health and rehabilitation services, which leads to the reorientation of resorts to the domestic
consumer and the medical and rehabilitation segment. The level of development of domestic tourism,
international competition and opportunities for integration into the European tourist space form
strategic guidelines for increasing the competitiveness of the resort and recreational industry. At the
same time, environmental restrictions and requirements for the sustainable use of natural resources
determine the need to combine economic interests with the principles of sustainable development and
long-term preservation of the natural and healing potential of Ukraine.

If we take care of the development and future of health and medical tourism, then we must admit
that in our country the very concept of the formation of health tours needs to be changed. They should
provide not only inpatient therapeutic and preventive measures, but also excursion and sports routes,
entertainment programs, comfortable and client-oriented conditions. In other words, it is necessary to
adapt the content of health services to the needs of a modern tourist.
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6. Conclusions

As aresult of the study, it has been established that the resort and recreational industry of Ukraine
is characterized by a significant, but not fully realized potential, due to a combination of unique natural
and healing resources, a historically formed network of resorts and a growing public need for recovery,
rehabilitation and psychological recovery of the population. The use of SWOT analysis made it possible
to identify key internal and external factors that determine the current state and prospects for the
development of the resort and recreational industry, as well as to identify strategic opportunities for its
recovery and modernization in the context of the transformation of the national economy.

It has been proved that the existing strengths of the industry, in particular the natural resource
potential, the social significance of resort treatment, the growth of domestic demand and the integration
of medical and health and tourism services, form the basis for increasing its competitiveness both in the
domestic and in the promising foreign markets. At the same time, it has been established that
weaknesses related to the physical aging of infrastructure, limited investment resources, low level of
innovation and uneven regional development significantly hinder the realization of the existing
potential and reduce the investment attractiveness of the resort and recreational sector.

It is substantiated that external opportunities for the development of the industry are primarily
associated with the activation of domestic tourism, the formation of demand for the medical,
rehabilitation and wellness components of the resort product, the attraction of international financial
assistance in the process of post-war reconstruction, as well as the introduction of modern managerial
and medical-tourism technologies. At the same time, the key threats remain security risks,
macroeconomic instability, competition from foreign resorts, personnel shortages and potential
environmental restrictions on the use of natural healing resources.

In general, the results of the study indicate that the further development of the resort and
recreational industry of Ukraine requires a comprehensive strategic approach aimed at combining
investment activation, infrastructural modernization, innovative renewal and strengthening of regional
specialization of resorts. The implementation of the identified strategic guidelines will contribute to
increasing the sustainability of the industry, increasing its socio-economic effect and forming a
competitive resort and recreational product in the context of post-war recovery and long-term
development of the national economy.
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Russia’s full-scale invasion of Ukraine in February 2022 has profoundly reshaped the
security environment of Europe and triggered a fundamental reassessment of the
European Union’s role as a security actor. Traditionally characterized as a civilian and
normative power, the EU has increasingly relied on instruments associated with military
assistance and defence cooperation in response to the war. This shift has placed the
Common Security and Defence Policy (CSDP) at the centre of the Union’s external action
and raised important legal questions regarding the scope, limits and evolution of EU
competence in the field of security and defence. The article examines the transformation
of the EU’s CSDP in response to Russia’s war against Ukraine from a legal perspective. It
argues that the changes observed since 2022 do not result from formal treaty
amendment but rather from the reinterpretation and intensified use of existing legal
instruments within the framework of the Treaty on European Union. By tracing the
historical evolution of the CSDP from its origins under the Maastricht Treaty through its
consolidation under the Lisbon Treaty, the article highlights the traditionally cautious
and intergovernmental nature of EU security and defence cooperation prior to 2022.
Particular attention is devoted to the legal significance of the measures adopted following
Russia’s full-scale invasion, including the Strategic Compass for Security and Defence, the
expanded use of the European Peace Facility and the establishment of the EU-led Military
Assistance Mission in support of Ukraine (EUMAM Ukraine). The analysis demonstrates
that these instruments have enabled the EU to provide unprecedented military
assistance to a partner state while formally remaining within the existing treaty
framework, notably the constraints imposed by Article 41(2) TEU. At the same time, the
reliance on off-budget mechanisms and non-legally binding strategic instruments raises
questions concerning accountability, coherence and democratic oversight within the EU
legal order. The article concludes that Ukraine functions not as an exception but as a
catalyst for a broader transformation of the CSDP. This transformation reflects a shift
from a primarily crisis-management-oriented policy towards a more robust security role,
with significant implications for the future development of EU security and defence law.
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MO3ULiOHYIOUUCh K LUBiJIbHA Ta HOpMaTHMBHA cuja, €C y BiANOBiAb Ha BiKMHY Jenaui
aKTHBHille 3aJiyya€ iHCTPYMEHTH, MOB’sI3aHi 3 BiliCbKOBOI JOMNOMOIOK Ta 0GOPOHHUM
cniBpo6iTHULTBOM. YHacaifsok uboro ChisibHa noJsiThka 6e3nekud Ta o6opoHu (CIIBO)
ONMMUHUJIACA B LIeHTPi 30BHIHBOI AisgnbHOCTi Col03y, 10 aKTyasi3yBaJo HU3KY NpPaBOBHUX
NUTaHb IOAO0 06cAry, Mex 1 HampsaMiB eBosonii komneteHuid €C y chepi Gesneku i
0060poHU. ¥ cTaTTi 3AiHCHIOETHCA MpaBOBUM aHaui3 TpaHcdopmarii CIIBO €Bponelicbkoro
Coro3y y BignoBiab Ha BiliHy Pocii npotu Ykpainu. O6rpyHTOBYEThCA Te3a, 110 3MiHH, SKi
Bifbysuca micaa 2022 poky, He € HacaigkoM ¢GopMaJIbHOrO IepersAy YCTaHOBYUX
JlOTOBOPIiB, a 3yMOBJIEHI [ePEOCMMUC/JEHHAM Ta IHTEHCHBHIIIMM 3aCTOCyBaHHAM YiKe
HasBHUX IpaBOBUX IHCTPyMeHTiB y Mexax JloroBopy mnpo E€sponeiicbkuii Coro3.
[Ipoctexxytoun eBoswonito CIIBO Big 1i BUTOKIB y MaacTpuxTcbKoMy [JoOroBopi no
iHcTUTyLiHHOTO 3aKpinJieHHs B JlicabOHCbKOMY ZI0TOBOPI, aBTOPKA IEMOHCTPYE TPAAULIHHO
0b6epexxHUH Ta MiXKypAAOBUH XapaKTep EBPONEHCbKOro CliBpO6IiTHULITBA y chepi be3neku i
o6opoHU 10 2022 poky. OkpeMa yBara 30Cepe/’KyEThCS Ha MPaBOBOMY 3HAa4YeHHi 3aX0/iB,
yXBaJIeHUX MicJig MoBHOMacIITabHoro BToprueHHs Pocii, 3okpema CTpaTeriyHoro komnacy 3
NUTaHb 6e31eKH Ta 060POHH, PO3IUHMPEHOI0 BUKOPUCTAHHSA EBponelicbkoro ¢oHLy MUpy Ta
cTBopeHHs Micii €Bponeiicbkoro Corsy 3 HaflaHHA BilicbKOBOI AonoMoru YkpaiHi (EUMAM
Ukraine). [loBefeHo, 1110 3a3HauyeHi iHCTpyMeHTH Hagaad €C MOX/IUBICTH 3/iHCHIOBAaTU
6e3npele/leHTHY 3a MacluTabaMy BiHCbKOBY MIATPUMKY JeprkaBU-MapTHepa, popManbHO
3a/IMIIAYUCh Yy MeXax 4YWHHOIO JIOTOBIDHOI'O peryJiloBaHHS, 30KpeMa OOMeXXeHb,
nepenbavyeHux crarreto 41(2) Joroopy mnpo EBpomneiicbkuil Cor3. BogHovyac akTuUBHe
BUKOPHUCTAHHS MM03a60/PKETHUX MEXaHi3MiB i cTpaTeriYyHuX JOKYMEHTIB HEHOPMaTHBHOIO
XapaKTepy akTyasli3ye NUTaHHA NiJ3BITHOCTI, y3ro/>KeHOCTI Ta leMOKPAaTUYHOI'0 KOHTPOJIIO
B npaBonopsaAky €C. ¥ BUCHOBKax apryMeHTY€ETbCH, 1110 YKpaiHa BUCTYNAE He BUHATKOM, a
KaTaJizaTopoM mupiuoi TpaHchopmanii CIIBO. Taka TpaHcopmalis Bigobpakae nepexiz
BiZi moJIiTUKH, OpiEHTOBAHOI MepeBa’XHO Ha KPU30Be yIpPaBJIiHHS, [0 GiJbIl aKTUBHOI Ta
BiamoBifanbpHOI Ge3nekoBoi posii EBponelicbkoro Coro3y, 1[0 Ma€ iCTOTHI HACHiAKU AJ1s
[O/Ia/IbIIOr0 PO3BUTKY NpaBa 6e3neky Ta 060poHuU EC.

KJIIOYOBI CJIOBA

cnisibHA moJliTHKa 6e3nekd Ta o6opoHu EC, EBpomneiicbkuit Cotos, BiliHa Pocii npoTtu
Ykpaiuy, EBponelicbkuit o mupy, EUMAM Ykpaina, CTpaTeriunuii komnac, npaso €C
y cdepi 6e3neku Ta 060POHU.
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1. Introduction

Russia’s full-scale armed aggression against Ukraine has led to an unprecedented intensification
of support measures adopted by the European Union (EU), particularly in the field of security and
defence. Although the EU has traditionally been perceived as a civilian and normative power, its
response to the war has increasingly relied on instruments associated with military assistance and
defence capacity-building. As a result, the EU’s Common Foreign and Security Policy (CFSP) and, more
specifically, its Common Security and Defence Policy (CSDP) have assumed a central role in shaping the
Union’s external action since 2022.

The illegal annexation of the Crimean Peninsula by the Russian Federation in 2014, followed by
the full-scale invasion launched in February 2022, together with the proliferation of armed conflicts in
other regions, have revealed the defining features of the contemporary security environment
confronting the EU - instability, uncertainty and the erosion of the post-Cold War security order. For the
EU, Russia’s war against Ukraine does not merely constitute a serious breach of international law; it also
represents a direct and sustained threat to European security, challenging the assumptions on which
the Union’s security and defence policy was previously constructed.

The full-scale invasion of Ukraine on 24 February 2022 brought the issue of the EU’s strategic
autonomy to the forefront of legal and political debates surrounding the CFSP and the CSDP. The conflict
exposed structural limitations of the EU’s security architecture, which had largely been designed for
civilian crisis management and post-conflict stabilisation rather than for responding to a high-intensity
interstate war at the Union’s borders. In response, the EU adopted a series of measures that indicate a
qualitative shift in its approach to security and defence. These include the implementation of the
Strategic Compass, the expanded use of the European Peace Facility to finance military assistance to
Ukraine and the establishment of the EU-led Military Assistance Mission (EUMAM Ukraine). From a legal
perspective, these developments are of particular importance because they have taken place without
any formal revision of the EU Treaties. Instead, the transformation of the CSDP has occurred through
evolving institutional practice, reinterpretation of existing legal provisions and the innovative use of
available instruments. This evolution raises several doctrinal questions concerning the legal nature of
the CSDP, the limits of EU competence in the field of defence, the interaction between CFSP instruments
and budgetary mechanisms under the Treaty on the Functioning of the European Union, as well as issues
of coherence and accountability within the EU legal order.

Against this background, this article examines the transformation of the EU’s Common Security
and Defence Policy in response to Russia’s war against Ukraine. It seeks to analyse the legal foundations
of this transformation by tracing the historical development of the CSDP and assessing the legal
significance of the measures adopted since 2022. By focusing on the legal implications of the EU’s
evolving security posture, the article aims to contribute to the scholarly debate on the future trajectory
of the CSDP and the role of the EU as a security actor in an increasingly unstable international
environment.

2. Literature Review

Academic literature on the EU’s Common Security and Defence Policy (CSDP) has traditionally
approached the policy as a legally distinct and institutionally constrained component of EU external
action. Early doctrinal accounts focus on the gradual emergence of the CSDP from the intergovernmental
Common Foreign and Security Policy established by the Maastricht Treaty, emphasising the
preservation of Member State sovereignty and the limited transfer of competences in the field of defence
[9; 15]. These studies highlight that, despite the formal recognition of CSDP tasks, the policy was
designed primarily for crisis management rather than for addressing high-intensity armed conflict.

A significant body of scholarship examines the legal consolidation of the CSDP following the
Lisbon Treaty. Legal analyses stress that Articles 42-46 TEU clarified the objectives and instruments of
the CSDP while maintaining its exceptional constitutional status, including unanimity-based decision-
making and restricted judicial review [12]. In this regard, the literature consistently notes the
importance of Article 41(2) TEU as a structural constraint on EU military action, shaping the
predominantly civilian orientation of CSDP missions prior to 2022.
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Another strand of literature addresses capability development and defence cooperation,
particularly through Permanent Structured Cooperation (PESCO). These studies interpret PESCO and
related initiatives as mechanisms of differentiated integration aimed at enhancing military capabilities
without transforming the EU into a defence union [14]. The war in Ukraine is often identified as a factor
accelerating these processes, while not fundamentally altering their legal basis.

More recent contributions focus specifically on the implications of Russia’s war against Ukraine
for the CSDP. Legal scholars underline that the EU’s post-2022 response represents a qualitative change
in practice rather than in formal law, achieved through the reinterpretation of existing instruments and
the expansion of off-budget mechanisms. At the same time, policy-oriented analyses point to a gradual
shift away from democracy-support objectives towards more pragmatic security cooperation, raising
questions about accountability and oversight [11].

Finally, Ukraine-specific studies emphasise that EU-Ukraine security cooperation prior to 2022
was largely limited to civilian missions and capacity-building measures, despite the legal possibilities
opened by the Association Agreement [1]. The literature thus reveals a clear gap between the CSDP’s
pre-war legal design and its post-2022 operational reality. Addressing this gap through a legal analysis
of the CSDP’s transformation constitutes the central contribution of the present article.

3. Problem Statement

Russia’s full-scale invasion of Ukraine has exposed significant tensions within the legal framework
of the EU’s Common Security and Defence Policy (CSDP). Although the CSDP remains formally
intergovernmental and constrained by explicit treaty limits, the EU has adopted measures since 2022
that substantially expand its role in security and defence, including large-scale military assistance to a
third state. This development raises a core legal problem: how such measures can be reconciled with
the existing treaty architecture without formal amendment.

The growing reliance on off-budget mechanisms and non-binding strategic instruments further
complicates the legal assessment of the CSDP’s evolution. These practices blur the distinction between
political coordination and legally operative action, creating uncertainty as to accountability, coherence
and the long-term balance between Member State sovereignty and collective EU security action.
Clarifying this tension is essential for understanding the nature of the CSDP’s transformation.

4. Methods and Materials

This article is based on doctrinal legal analysis typical of EU law scholarship. It examines the
relevant provisions of the Treaty on European Union [9] governing the CFSP and the CSDP, with
particular attention to their interpretation in light of post-2022 practice. The study also analyses Council
decisions, strategic documents and operational mandates in order to assess how existing legal
instruments have been applied and adapted.

A structural approach is used to evaluate the interaction between treaty norms, institutional
practice and policy instruments, allowing for an assessment of legal change without formal treaty
revision. In addition, the analysis draws on contemporary academic literature and official EU
documentation issued by the Council, the European External Action Service and the European
Parliament. This combination of sources enables a focused legal assessment of the CSDP’s
transformation in response to Russia’s war against Ukraine.

5. Results and Discussion

The Common Security and Defence Policy (CSDP) of the European Union has evolved through a
gradual and legally cautious process, reflecting the inherent tension between deeper integration in the
field of security and the continued primacy of Member States in matters of defence. From its earliest
stages, the development of the CSDP has been shaped less by revolutionary institutional change than by
incremental adaptation to emerging security challenges, mediated through treaty reforms and Council
practice rather than supranational law-making [9].

The origins of the CSDP can be traced to the establishment of the Common Foreign and Security
Policy under the Maastricht Treaty of 1992 [17]. Although the treaty envisaged the “eventual framing of
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a common defence policy,” security and defence cooperation remained firmly intergovernmental in
nature. Decision-making authority was retained by the Member States, and the policy lacked
autonomous operational capabilities. As scholarly analysis has noted, this design reflected both political
sensitivities surrounding sovereignty and the continued reliance on NATO as the primary framework
for collective defence in Europe [15].

Throughout the 1990s and early 2000s, the limitations of this model became increasingly
apparent. The conflicts in the Western Balkans exposed the EU’s inability to respond effectively to crises
in its immediate neighbourhood without external support. In response, the Union began to develop
operational instruments aimed at crisis management rather than collective defence. This shift
culminated in the emergence of the European Security and Defence Policy, later renamed the CSDP, with
a focus on the so-called Petersberg Tasks, encompassing humanitarian missions, peacekeeping and
crisis management operations [9].

A decisive legal consolidation of the CSDP occurred with the entry into force of the Lisbon Treaty
in 2009 [16]. The treaty formally integrated the CSDP into the Treaty on European Union and clarified
its objectives and scope. Article 42(1) TEU established that the CSDP “shall provide the Union with an
operational capacity drawing on civilian and military assets,” while simultaneously reaffirming the
intergovernmental nature of the policy. Importantly, Article 42(2) TEU explicitly preserved the “specific
character” of national security and defence policies, thereby confirming that the EU’s role in this domain
would remain complementary rather than substitutive [12].

One of the most significant legal constraints shaping the pre-2022 development of the CSDP was
the prohibition contained in Article 41(2) TEU, which excludes expenditure arising from operations
with military or defence implications from the EU budget. This provision effectively limited the Union’s
capacity to engage in activities involving the provision of weapons or direct military assistance. As a
result, the operational practice of the CSDP prior to Russia’s full-scale invasion of Ukraine was
characterised by a predominance of civilian missions and non-combat military operations, such as
training, advisory and monitoring missions [1].

Despite these constraints, the CSDP gradually expanded its operational footprint. The EU launched
a range of civilian and military missions in regions such as the Western Balkans, Africa and the Middle
East, often under mandates focused on stabilisation and post-conflict reconstruction. Military
operations, including EUFOR Althea in Bosnia and Herzegovina, were conducted based on Council
decisions adopted under the CFSP framework and frequently relied on cooperation with NATO. These
missions, however, remained limited in scope and intensity, reflecting both legal caution and political
divergence among Member States [9].

The institutional reforms introduced by the Lisbon Treaty, including the establishment of the
position of High Representative and the European External Action Service, were intended to enhance
coherence in EU external action. Nevertheless, the CSDP remained largely insulated from supranational
oversight. The jurisdiction of the Court of Justice of the European Union over CFSP matters is explicitly
restricted, and the European Parliament’s role is confined primarily to consultation and political
scrutiny. This institutional configuration reinforced the exceptional legal character of the CSDP within
the EU legal order [12].

The annexation of Crimea by the Russian Federation in 2014 constituted a critical moment for the
EU’s security policy. While the event underscored the fragility of the European security environment, it
did not immediately lead to a fundamental transformation of the CSDP. Instead, the EU’s response
remained largely within the established legal framework, focusing on sanctions, diplomatic measures
and enhanced cooperation with partner states, including Ukraine. CSDP engagement with Ukraine prior
to 2022 centred primarily on civilian security sector reform and advisory missions, rather than military
assistance [1].

The adoption of the EU Global Strategy in 2016 marked an attempt to reassess the Union’s security
ambitions in light of a deteriorating strategic environment. The strategy introduced the concept of
strategic autonomy and called for greater responsibility on the part of Europeans for their own security.
This vision was operationalised through initiatives such as Permanent Structured Cooperation (PESCO)
and efforts to strengthen the European defence industrial base. However, these measures were largely
implemented through legal bases outside the core CFSP framework and did not fundamentally alter the
CSDP’s operational or normative orientation [14].
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Academic commentary prior to 2022 consistently emphasised the cautious and incremental
nature of the CSDP’s evolution. While the policy enabled the EU to act as a crisis manager and security
partner, it stopped short of equipping the Union with the legal instruments necessary to respond to
high-intensity interstate warfare. Council practice reflected this restraint, with missions authorised for
limited purposes and financial mechanisms carefully designed to comply with treaty constraints [12;
15].

In sum, before Russia’s full-scale invasion of Ukraine, the CSDP represented a policy of constrained
ambition. Anchored in an intergovernmental legal framework and shaped by explicit treaty limitations,
it evolved incrementally through practice rather than constitutional transformation. Although Russia’s
actions since 2014 exposed significant weaknesses in the European security architecture, they did not
immediately dismantle the prevailing legal paradigm. It was only the events of February 2022 that
would fundamentally challenge the established understanding of the CSDP’s role, scope and legal
foundations.

Russia’s full-scale invasion of Ukraine on 24 February 2022 constitutes a decisive turning point in
the development of the EU’s Common Security and Defence Policy (CSDP). Unlike earlier crises that
shaped the CSDP incrementally, the war confronted the European Union with a high-intensity interstate
armed conflict directly affecting its security environment. This situation challenged the foundational
assumptions underlying the CSDP, which had previously been oriented towards crisis management,
stabilisation and civilian security assistance rather than collective defence-related action [15].

From a legal perspective, the significance of Russia’s war lies not in formal treaty change, but in
the reinterpretation and expanded use of existing CSDP instruments. The scale and nature of the conflict
exposed the functional limitations of a security policy constrained by intergovernmental decision-
making, budgetary prohibitions under Article 41(2) TEU, and a traditionally narrow understanding of
the EU’s role in military affairs. As noted in legal scholarship, the pre-2022 CSDP framework was not
designed to respond to sustained armed aggression by a state actor against a partner country in Europe
[12].

The invasion also accelerated a shift in the EU’s threat perception, transforming Russia from a
strategic partner into a systemic security challenge. This redefinition had direct legal consequences for
the application of the CSDP, as it justified a more robust interpretation of the Union’s responsibility to
contribute to European security. In this context, Ukraine ceased to be viewed merely as a recipient of
civilian assistance or security sector reform and emerged as a focal point of the EU’s evolving defence
posture [1].

Consequently, Russia’s war against Ukraine functioned as a catalyst for legal and institutional
change within the CSDP. While the treaty framework remained formally intact, the conflict triggered a
qualitative shift in how existing legal bases were operationalised, setting the stage for unprecedented
measures in the subsequent evolution of EU security and defence policy.

One of the most salient responses by the European Union to the deteriorating security
environment precipitated by Russia’s full-scale invasion of Ukraine was the adoption of the Strategic
Compass for Security and Defence in March 2022. Although the Strategic Compass does not constitute a
legally binding instrument in the strict sense of EU primary or secondary law, it represents a politically
significant framework for shaping the Union’s security and defence trajectory over the coming decade.
The document was formally endorsed by the Council of the European Union on 21 March 2022 and later
supported at the European Council level, reflecting broad political consensus among Member States on
the need to adapt the Common Security and Defence Policy (CSDP) to contemporary threats [4; 8].

The Strategic Compass was developed against the backdrop of intensifying geopolitical
competition, hybrid threats and the immediate security challenge posed by the war in Ukraine. It
provides a shared threat analysis and articulates a common strategic vision aimed at enhancing the EU’s
capacity to act decisively in crises, invest in defence capabilities, secure resilience and strengthen
strategic partnerships. The document covers a range of security and defence domains, structured
around core pillars including Act, Secure, Invest and Partner, which collectively aim to guide the EU’s
security and defence policy through to 2030 [4; 8].

Importantly, the Strategic Compass does not alter the legal basis of the CSDP nor create binding
legal obligations for the Union or its Member States. Rather, it functions as a political roadmap and action
plan that consolidates existing policy commitments and identifies concrete objectives to enhance
coherence, cooperation and operational readiness across multiple security sectors. As such, its
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effectiveness depends on the voluntary implementation of its measures by Member States and EU
institutions. This non-legally binding character situates the Strategic Compass within the broader
practice of EU strategic policy guidance, similar to past soft-law instruments that shape policy direction
without modifying treaty mandates [4; 8].

By providing a shared assessment of threats and a coordinated plan of action, the Strategic
Compass has contributed to a more unified strategic culture among EU Member States and has
underscored the urgency of strengthening the CSDP in response to Russia’s aggression. Nonetheless, the
document’s legal force remains a political guideline, reflecting the Member States’ continued emphasis
on intergovernmental decision-making in defence matters.

A central legal innovation underpinning the EU’s post-2022 security posture is the European Peace
Facility (EPF). Established by the Council on 22 March 2021, the EPF was designed to enhance the
Union’s ability to prevent conflicts, preserve peace and strengthen international security, while
simultaneously expanding the practical reach of CFSP/CSDP action [2].

From a legal-constitutional perspective, the EPF matters because it is financed outside the EU
budget and funded through direct Member State contributions (based on a GNI key) [2]. This structure
is not merely technical: it operationalises the treaty constraint in Article 41(2) TEU, which excludes
expenditure arising from operations with military or defence implications from the Union budget.
Consistent with that logic, the EPF constitutes a CFSP instrument that enables the Union to finance
military-related external action without altering the Treaties. The EPF’s legal basis is explicitly grounded
in the Treaty on European Union, including Articles 28(1), 41(2), 42(4) and 30(1) TEU, as reflected in
Council Decision (CFSP) 2021/509 establishing the Facility [3].

Institutionally, the EPF consolidates financing into two pillars: an operations pillar supporting the
common costs of EU military CSDP missions and operations, and an assistance measures pillar enabling
the Union to support partner countries and organisations with military and defence-related equipment,
infrastructure and technical support [2]. This dual structure is particularly important for doctrinal
analysis because it links classical CSDP operations to a broader “capacity-building” logic that can be
activated rapidly when political conditions permit, including for partners facing acute threats.

Following Russia’s full-scale invasion of Ukraine, the EPF became the EU’s principal channel for
rapid military support to Ukraine [2]. The Council describes EPF-funded assistance measures as
covering both lethal and non-lethal supplies, including items such as protective equipment, fuel,
ammunition and missiles, and reports that billions of euros were mobilised for Ukraine’s military and
defence needs under this framework. The European Parliament’s research briefing similarly emphasises
that, although the EPF was conceived as a global instrument (including support for partners in the EU’s
neighbourhood and beyond), the post-February 2022 period marked a shift toward large-scale military
aid to Ukraine as a defining use case [6].

A distinctive legal feature of the EPF is the integration of monitoring and compliance safeguards.
The Council stresses that EPF support operates in compliance with international human rights law and
international humanitarian law [7]. The EEAS factsheet further highlights risk assessment and
mitigating measures, monitoring of beneficiary commitments, and the possibility of suspension or
termination by the Council in case of infringement or abuse, with channels allowing civil society
reporting on violations [7]. These elements are doctrinally significant because they frame military
assistance not as purely discretionary foreign policy, but as an instrument embedded in a conditionality-
and-compliance logic that seeks to reconcile security action with the EU’s legal commitments and
external action principles.

In sum, the EPF illustrates how the EU has adapted its CSDP toolkit through an off-budget CFSP
mechanism that both respects treaty constraints and enables unprecedented forms of military
assistance — without formal treaty amendment - thereby contributing to the broader transformation of
EU security and defence practice after 2022 [3].

The establishment of the European Union Military Assistance Mission in support of Ukraine (EUMAM
Ukraine) represents one of the clearest operational manifestations of the CSDP’s post-2022
transformation. In contrast to the pre-invasion CSDP pattern - largely centred on civilian missions and
limited-scope military advisory operations - EUMAM Ukraine was conceived as a large-scale training
mission designed to strengthen the Ukrainian Armed Forces’ capacity to regenerate and to conduct
operations effectively. The EEAS frames the mission’s strategic objective in explicitly defensive terms:
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supporting Ukraine’s ability to defend its territorial integrity within internationally recognised borders
and to deter further aggression [11].

From a legal standpoint, EUMAM Ukraine is firmly anchored in the EU’s primary-law framework
for the CSDP. Council Decision (CFSP) 2022/1968 of 17 October 2022 establishes the mission based on
Articles 42(4) and 43(2) TEU, confirming that it is a non-executive CSDP mission adopted through CFSP
decision-making procedures. The Decision also records that Ukraine formally requested EU military
support and identified priority training needs, ranging from basic and collective training to specialised
training in areas such as medical support, logistics, CBRN protection, engineering support, cyber
security and cyber defence [5].

EUMAM Ukraine is equally significant for what it illustrates about the EU’s legal “toolbox” in
practice. The mission does not alter treaty competences, yet it operationalises the CSDP’s military
dimension at a scale that would have appeared politically unrealistic prior to 2022. As a Delors Centre
analysis emphasises, the mission was designed to maximise the utility of military assistance provided
to Ukraine by improving interoperability, training on Western systems and standardising approaches
among participating Member States - thereby acting as a coordination mechanism as well as a training
platform [13].

Finally, EUMAM Ukraine underscores the increasingly integrated nature of the EU’s security
response. The EEAS situates the mission within the Union’s broader “integrated approach” in support
of Ukraine, alongside other strands of EU action (including military equipment support and sanctions)
[10]. In doctrinal terms, this is important: it shows how a CSDP mission can function as an operational
hinge between CFSP instruments and Member State contributions, strengthening the EU’s role as a
security actor without formally shifting the constitutional balance of competences.

6. Conclusions

Russia’s full-scale invasion of Ukraine has profoundly altered the context in which the European
Union’s Common Security and Defence Policy operates. Without amending the EU Treaties, the Union
has nevertheless recalibrated the practical meaning and scope of the CSDP through the reinterpretation
and intensified use of existing legal instruments. This development confirms that the evolution of the
CSDP is driven less by formal constitutional change than by institutional practice shaped by external
security shocks.

The analysis demonstrates that the pre-2022 CSDP was characterised by legal restraint, reflecting
both treaty-based limitations and political caution among Member States. The prohibition of military
expenditure under Article 41(2) TEU, the intergovernmental nature of decision-making and the focus
on civilian crisis management defined the outer boundaries of EU action in security and defence. Russia’s
war against Ukraine exposed the functional limits of this model, prompting a shift in how those legal
constraints are interpreted rather than removed.

In this regard, the European Peace Facility has emerged as a central legal enabler of the EU’s
transformed security posture. Its off-budget structure allows the Union to support military assistance
within the CFSP framework while remaining formally compliant with treaty restrictions. The use of the
EPF for large-scale military support to Ukraine constitutes a qualitative departure from earlier practice
and signals a more assertive understanding of the EU’s role as a security provider.

Similarly, the establishment of EUMAM Ukraine illustrates how the CSDP’s operational dimension
has expanded without altering its legal foundations. By deploying a large-scale military training mission
in support of a partner state engaged in active hostilities, the EU has moved beyond the traditional
civilian-oriented model of CSDP missions. This evolution underscores the increasing readiness of the
Union to translate political commitments into operational action.

Finally, the Strategic Compass, despite its non-legally binding nature, has played an important
norm-shaping role in consolidating a shared strategic outlook among Member States. Together, these
developments suggest that Ukraine functions not as an exception, but as a catalyst for the broader
transformation of the CSDP. The long-term implications of this shift - particularly in terms of
accountability, coherence and the balance between national sovereignty and collective action - will
remain central questions for EU security and defence law in the years to come.
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Y craTTi aHa/Mi3yeTbCA, K €BOJIIOLIS pPaMOK KOpPHNOPAaTUBHOI cCOLjia/IbHOI BiZNOBIJAJIBHOCTI Ta
perysioBaHHs y cdepi eKosoridyHOro, coljasbHOro Ta KOPMNOPAaTHBHOIO YNpaBJiHHA (GopMye
cornjasibHUM BUMIp KJiMaTH4HOI noJiiTHKY B EBponelicbkoMy Coto3i, CiostyyeHux lllTaTax AMepHUKH
Ta Ykpaini. [lokazaHo MOCTynoOBUHU Nepexi/; BiJj KOPIOPATHUBHOI Ccolia/IbHOI BiZIMOBiAaIBHOCTI K
J06pOBiIBLHOI, penyTaliiiHol MpakTUKH [0 11 «topuu3anii» Ta iHTerpanii y MexaHi3aMu BpsilyBaHHS
y cdepi kipimMaTy Ta cTajoro po3BUTKY. JloCTi[KeHHS I'PYHTYETbC Ha JOKTPUHAJIbHOMY Ta
CTPYKTYPOBAaHOMY MOPiBHSAIbHOMY aHaJli3i i 30cepe/PKyEThCS HA HOPMATUBHO-NOJIITUYHUX aKTaX.
Y npasi EC koprnopaTHBHa coljia/ibHa BiATIOBiabHICTb TPAaHCHOPMYETHCS B PO3TaIyXKEHY CUCTEMY
060B’13KOBHX 3000B’s13aHb y cdepi eKoI0Ti4HOro, coLia/IbHOrO Ta KOPIMOPAaTUBHOI'O YIPAB/IiHHS,
mo ¢opMye HOBUH acquis y cdepi kopmopatuBHOi ctasnocTi. Kommiekc akTiB EC mepeTBoploe
3BiTHiCTP 31 crasoro po3sutky Ta due diligence Ha ropuauyHi 06OB’I3KM, PO3ILIMPIOE
BiIMOBiJJa/IbHICTL Ha TIJI0GAJIbHI JIAHIIOTH IOCTA4YaHHs i 3a6e3nevyye cHpaBeJIUBHN Mepexi.
3060B’s13aHH#A ¥ cdepi KOPMOPaATHUBHOI COLIiaIbHOI BiINOBIJaIbHOCTI Ta €KOJIOTIYHOTO, COL[iaJIbHOTO
Ta KOPIOPATHUBHOIO yNPaBJIiHHA MICTATbCA B KOPIIOPATUBHOMY IIpaBi, €KOJIOTIYHIN Ta KJIIMaTHYHIN
noJiiThKax, cdepi 3axUCTy NMpaB JIIOAUHY, OB’ 13yI04H KOPIIOPAaTUBHE YIIPAB/IiHHA 3 IOM SIKIIEHHAM
HacJiAKiB 3MiHUM KJliMaTy, 0XOPOHOIO JI0BKiJIJIA Ta collja/ibHOIO cnpaBeauBicTio. HaToMicTs y CILIA
JlOMiHye MoJesb JO0OGpOBIJIbHOI, PUHKOBO- Ta penyTaliiHO 3yMOBJIeHOI ydacTi 6i3Hecy B
KOpIIOpPaTUBHIN coLjajibHii BiANOBiaJbHOCTI Ta K/IIMaTUYHUX iHiliaTMBax. YKpaiHa mocigae
ribpufHy MO3HMLiI0: fAK JAepXaBa-KaHAWAAT Ha BcTyn Ao €C BoHa Mae HaGJMXKaTH CBOE
3aKOHOJABCTBO M0 acquis y cdepax KOpPHNOPAaTHBHOIO MpaBa, AOBKiNIA, 3MiHM KJaiMaTy Ta
dyHjlaMeHTa/IbHUX [TpaB, 30KpeMa uepes NoeTanHe 3anpoBa/KeHHs 3BITHOCTI 3i CTaZI0ro po3BUTKY
Ha OCHOBi €BpoONeNCbKUX CTAaHAAPTIB 3BITHOCTI 31 CTajoro po3BUTKY Ta IIMpLIY iHTerparito
nigxoiB y chepi ekosiorivHOro, Colja/IbHOrO Ta KOPHOPATUBHOIO YIPABJIIHHS Y KOPIIOPaTUBHE U
ny6JiiuHe BpsiiyBaHHs. [loka3aHo, 1110 collia/IbHUH BUMIp KJ1iIMaTUYHOI TOJIITUKU He € JpYTropsiiHUM
aCrneKkTOM, a CTAHOBUTb KOHCTUTYTHUBHUN eJleMeHT Cy4acHOro KJIiMaTU4YHOTO BpPSAYBaHHS.
KopnopaTtuBHa coujasbHa BiANOBIJAJbHICTD MOXe CHOPUATH [JOCATHEHHIO KJIIMaTU4YHOL
HeUTpaJIbHOCTI Ta CTaJIoro PO3BUTKY JMLIE 332 YMOBU BOY/JOBAHOCTI B MpaBOBi Ta iHCTUTYLilHI
MexaHi3My, sIKi po6JIATh collia/ibHi Ta MPaBO3aXUCHI HACAIKHU KJAIMaTUYHOr0 Nepexoay BUAUMUMUY,
TaKMMH, L0 MiJJIAraloTh BiZJo6paXeHHIO Y 3BiTHOCTI, i MpYHAWMHI YaCTKOBO — MiZIKOHTPOJIbHHUMU 3
TOYKM 30py BHKOHaHHA. Y [poMy 3pi3i TpaHcopMaLis KOpnopaTHUBHOI cowia/JbHOI
BiIMOBIJJa/IbLHOCTI B 06GOB’I3KOBi 3000B’I3aHHS Yy cdepi eKoJIOTIYHOro, COIia/IbHOTO Ta
KOpIopaTHBHOTO ynpasiaiHHA B €C, 36epekeHHs] MepeBaXKHO A00poBinbHUX migxoniB y CHIA Ta
KpOC-CEKTOpPa/IbHI BUKJIMKU W BHUKJIUKHM IHCTUTYLIMHOI CHPOMOXHOCTI, 3 AKHMM CTHUKAETbCA
YkpaiHa, ImocTalTh sK Ppi3Hi, aje B3aeMomnoB’si3aHi TpaekTopil iHTerpaunii couiasbHOI
crpaBe/JIMBOCTI Ta [IPaB JIDAWHU B KJIIMAaTUYHY NOJITHKY.

KJIIOYOBI CJIOBA

MiXKHapo/He NpaBo; KJiMaTHU4Ha MoJIiTHKa; [lapusbka yroza; KJiMaTUYHA HEUTPa/IbHICTh;
npaBo €C; cTanuil po3BUTOK; €KOJIOTiYHi, colliasibHi Ta yrpaBaiHCbKi paKkTOpH; AUPEKTUBA
[P0 KOPNOPATUBHY 3BIiTHICTH 31 CTaJIOr0 PO3BUTKY; AUPEKTHBA IIPO HaJIEXKHY IEepeBipKy
CTaJIOro PO3BUTKY KOMIIaHil; KOPIOPAaTUBHA COLlia/ibHA BiZiMOBiJa/IbHICTb.
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1. Introduction

The UN Guiding Principles on Business and Human Rights (UNGPs), adopted by the UN Human
Rights Council in 2011, established a global framework for corporate responsibility in the field of human
rights. Although they represent “soft law” and are not subject to ratification, the UNGPs have become a
reference point for national action plans and legal reforms worldwide. They articulate the
complementary duties of states to protect, and of businesses to respect, human rights, and they
encourage companies to adopt human rights due diligence throughout their global value chains. In
parallel, the recognition of the human right to a clean, healthy and sustainable environment has further
strengthened the expectation that non-state actors, and especially large corporations, should contribute
to the prevention and mitigation of environmental harm and climate change.

At the same time, international and national climate regulations largely fail to address the liability
of corporations and other non-state actors, despite their decisive role in achieving climate neutrality by
the middle of the twenty-first century [1]. International climate law remains primarily state-centred,
and most domestic climate frameworks regulate corporate conduct indirectly, through emission trading
schemes, carbon pricing or sectoral standards. This results in a persistent accountability gap between
the scale of corporate contributions to climate change and the limited instruments available to address
the social and human-rights implications of corporate climate (in)action. The debate on corporate social
responsibility (CSR), business and human rights, and environmental, social and governance (ESG)
standards has therefore moved to the forefront of discussions on the social dimension of climate policy.

Over the last decade, the European Union has responded to this gap by gradually transforming
CSR from a predominantly voluntary concept into a set of binding legal duties. Through the European
Green Deal and related climate and sustainable finance legislation, the EU has constructed an emerging
acquis on corporate sustainability, which links climate mitigation and adaptation, human rights, and
corporate governance. Instruments such as the EU Taxonomy, the Sustainable Finance Disclosure
Regulation, and the new corporate sustainability reporting and due diligence regimes seek to harden
corporate transparency and responsibility obligations, including for the social consequences of climate
transition. This evolution is accompanied by an explicit emphasis on “double materiality”, requiring
companies to report not only on financially material risks, but also on their impacts on society and the
environment.

By contrast, in the United States, the dominant model has remained largely voluntary and market-
driven. Climate-related commitments by businesses, cities, states and universities, including climate
neutrality pledges and climate action plans, have played an important role in sustaining ambition in the
absence of comprehensive federal regulation. Yet these initiatives rely mainly on reputational
incentives, investor pressure and civil society scrutiny rather than on enforceable legal duties. This
divergence between an EU “hardening” approach and a US “soft” or bottom-up approach raises
important questions about the effectiveness, legitimacy and distributive consequences of different
models of corporate responsibility in climate governance.

For Ukraine, these debates acquire particular urgency in the context of post-war reconstruction
and European integration. As a candidate country, Ukraine is progressively aligning its legal system with
the EU acquis in areas such as company law, environment and climate change, and fundamental rights.
This includes the gradual introduction of sustainability reporting based on European Sustainability
Reporting Standards (ESRS) and the broader integration of ESG criteria into public policy and corporate
practice. However, Ukrainian institutions - including state-owned enterprises and higher education
institutions - face significant capacity constraints and legal uncertainty when attempting to
operationalise CSR and ESG in a way that supports both climate neutrality and social resilience.

Against this background, this article examines how different models of corporate social
responsibility and ESG regulation shape the social dimension of climate policy in the European Union,
the United States and Ukraine. It explores the extent to which the emerging EU framework on corporate
sustainability addresses the accountability gap in climate governance, how it contrasts with the
predominantly voluntary approach in the United States, and what challenges and opportunities it
creates for Ukraine as a state in transition and a candidate for EU membership. Particular attention is
paid to the role of public entities and universities as both addressees and producers of ESG standards.
The analysis aims to clarify the legal and institutional conditions under which CSR can evolve from a
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voluntary commitment into an effective component of climate and sustainable development
governance, without neglecting its social and human-rights implications.

2. Literature Review

Recent scholarship highlights a gradual convergence between corporate responsibility, human
rights and climate governance. The UN Guiding Principles on Business and Human Rights (UNGPs) are
widely treated as the central soft-law framework for articulating state duties to protect and corporate
responsibilities to respect human rights, including through due diligence in global value chains [2]. At
the same time, climate law remains predominantly state-centred, and several authors underline that
international and national climate regimes only partially address corporate accountability, despite its
centrality for achieving climate neutrality [1]. Classic debates on corporate purpose, in particular
Friedman'’s claim that the social responsibility of business is to increase its profits [3], continue to serve
as a counterpoint to contemporary attempts to embed environmental and social considerations into
corporate governance. Critical studies of transnational corporate misconduct and environmental harm
further expose the limits of existing remedial mechanisms and litigation strategies in what has been
described as the “corporate anthropocene” [4].

In the context of the European Union, the literature emphasises the evolution from voluntary
corporate social responsibility towards more structured regimes of reporting and due diligence.
Scholars point out that directives on non-financial and, more recently, sustainability reporting, together
with legislation on sustainable finance and taxonomy, create a normative environment in which
transparency and accountability requirements are increasingly linked to the objectives of climate policy
and the green transition. The focus here is less on providing exhaustive descriptions of individual acts
and more on analysing how they fit into a broader EU strategy of aligning corporate activity with
sustainable development goals and climate neutrality.

A distinct strand of scholarship examines the legal trajectory by which corporate self-regulation
and voluntary CSR commitments are transformed into duties of sustainability due diligence and
disclosure. Mares traces how EU initiatives on corporate sustainability gradually shift the emphasis
from voluntary codes of conduct to legally binding obligations, particularly in relation to climate policy
and supply chains [5]. Baumiiller and Sopp explore the concept of double materiality and its implications
for the shift from “non-financial” to genuinely sustainability-oriented reporting, showing how this
reconceptualisation affects both the content of disclosures and their intended audiences [6]. Baumiiller
and Grbenic analyse the transition from predominantly voluntary non-financial reporting to a
mandatory reporting regime under the proposed Corporate Sustainability Reporting Directive (CSRD),
focusing on the legal and practical implications for companies [7]. In these works, the European
Sustainability Reporting Standards (ESRS) and related instruments are understood as tools that
operationalise and specify broad transparency obligations in the field of corporate sustainability.

Beyond the private sector, the literature points to the growing importance of integrated and
“popular” reporting formats in the public sector. Cohen and Karatzimas introduce the concept of
integrated popular reporting as a vehicle for communicating complex financial and non-financial
information to a broad range of stakeholders [8]. Manes-Rossi examines alternative reporting formats
as a potential response to accountability dilemmas in public management, including in public authorities
and state institutions [9]. This scholarship extends CSR and ESG debates beyond corporations, bringing
into focus public entities and higher education institutions as actors that are likewise accountable for
the social and environmental impacts of their activities.

An additional normative layer is provided by the recognition by the United Nations General
Assembly in 2022 of the human right to a clean, healthy and sustainable environment [10]. In
combination with the UNGPs, this development reinforces the trend towards human-rights-based
approaches to environmental and climate law, and lends further support to the view that both corporate
and governmental obligations in the climate field should be assessed through a human-rights lens rather
than solely in terms of economic efficiency or environmental indicators.

Taken together, this body of scholarship maps a normative and institutional shift from voluntary
CSR to binding ESG obligations and shows how corporate governance, human rights and climate policy
increasingly intersect. At the same time, there remains relatively limited comparative research that
systematically examines the social dimension of climate policy across different regulatory models - in
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particular in the European Union, the United States and Ukraine - and that considers the roles of both
private and public actors, including universities. The following analysis seeks to address this gap by
focusing on how these CSR/ESG regimes shape the construction of the social component of climate
governance in the three jurisdictions.

3. Problem Statement

This article addresses the following research problem: how different models of CSR and their
transformation into binding ESG obligations shape the social dimension of climate policy and
sustainable development in the European Union, the United States, and Ukraine. The analysis focuses
on sustainability reporting standards and practices in both the private and public sectors, with
particular emphasis on the CSRD and the ESRS, as well as on corresponding, predominantly voluntary,
approaches in the United States and the emerging framework in Ukraine.

The purpose of the study is to clarify the role of CSR- and ESG-based reporting in structuring social
justice, accountability and human-rights considerations within climate governance. To this end, the
article compares the EU’s acquis-driven model of mandatory sustainability reporting with the largely
market- and reputation-driven model in the United States, and examines Ukraine’s hybrid position as a
state in transition and a candidate for EU membership. Special attention is given to the challenges of
implementing CSRD- and ESRS-inspired requirements in Ukraine in the context of legal approximation
to the acquis communautaire and post-war reconstruction, including the need to balance climate
neutrality, social resilience and accountability in both state and corporate governance.

This perspective adds a social and human-rights lens to debates that have predominantly focused
on environmental and financial aspects of CSR/ESG integration.

4. Methods and Materials

This article employs qualitative legal and policy analysis, combining doctrinal and structured
comparative methods. It proceeds from the conceptual triad of CSR, business and human rights, and
climate governance, and examines how CSR is transformed into binding ESG obligations. The core
material consists of international soft-law and human-rights instruments (including the UNGPs and the
UN recognition of the human right to a clean, healthy and sustainable environment) and EU primary and
secondary law on climate, sustainable finance and corporate reporting (the European Green Deal, the
European Climate Law, the EU Taxonomy Regulation, the Sustainable Finance Disclosure Regulation,
Directive 2014/95/EU, the Corporate Sustainability Reporting Directive and the related European
Sustainability Reporting Standards, as well as the Corporate Sustainability Due Diligence initiative).
These acts are analysed in their systematic interrelation as parts of an emerging acquis on corporate
sustainability.

A second layer of material is formed by national and subnational policy practices in the United
States and Ukraine. For the United States, the focus is on voluntary climate and sustainability
commitments by states, cities and universities. For Ukraine, the analysis relies on the EU approximation
framework (company law, environment and climate, fundamental rights) and on recent policy steps
towards ESG reporting, including the 2024 Strategy for the Introduction of Sustainability Reporting and
plans to phase in ESRS-based reporting. The article also draws on academic scholarship, case studies of
corporate misconduct and expert assessments of business and higher education readiness for ESG
reporting, using them as interpretative rather than empirical data sources.

Methodologically, the article compares (i) the predominantly voluntary, bottom-up model of CSR
and climate action in the United States; (ii) the increasingly mandatory, top-down ESG framework of the
European Union; and (iii) Ukraine’s hybrid position as a candidate country integrating CSR/ESG
requirements into post-war reconstruction and legal approximation. The comparison covers both
private and state-owned enterprises and the higher education sector. The inquiry is normative and
conceptual and does not involve original quantitative or survey-based research.
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5. Results and Discussion

CSR has its origins in the United States, where this concept became the subject of heated debate
in the 1960s and 1970s. A well-known criticism is the Nobel laureate Milton Friedman, who in 1970
argued that the only social responsibility of business is to maximize shareholder profits [3]. And
although its position has long been considered excessively narrow, it was in the United States that CSR
developed mainly in the field of the environment: the development of environmental legislation and
voluntary corporate initiatives to reduce emissions partially compensated for state scepticism about
international obligations, which later manifested itself in the refusal to ratify the 1997 Kyoto Protocol
and withdraw from the Paris Agreement in 2017 and 2025. Meanwhile, at the global level, CSR
manifested itself in cases, where social and environmental responsibility were inextricably linked. An
illustrative example was the activities of the American company Firestone in Liberia, which since the
1920s controlled the world's largest rubber plantations and was repeatedly criticized for labour
exploitation, the use of child labour, and environmental degradation [11]. Such examples have shown
that CSR cannot be reduced to economic or social issues alone, as it encompasses a wider range of
business influences.

In this context, since the 1990s, the concept of CSR has been actively spread in the European
Union, where it has acquired a social dimension and was first enshrined in the Lisbon Strategy of 2000.
It is important that it was at this time that the EU acquired international climate obligations under the
Kyoto Protocol, which were reflected in the policy documents on the environment, in particular in the
Sixth Environment Action Programme [12]. There, CSR was defined as a tool to increase
competitiveness, which at first glance meant additional costs for business, but in European discourse it
was interpreted as a long-term advantage: investments in social and environmental responsibility were
supposed to strengthen consumer confidence, open access to new markets, reduce regulatory risks and
stimulate innovation [13]. Further development took place through the adoption of a number of policy
documents of the European Commission: Green Paper 2001 “Promoting a European framework for
Corporate Social Responsibility” [14], the creation of the European CSR Alliance in 2006, and the new
strategy of 2011, which defined CSR as “the responsibility of enterprises to influence society” and
integrated it into the Europe 2020 strategy [15]. The turning point was the adoption of Directive
2014/95/EU on non-financial disclosures, which obliged large companies to report on social and
environmental aspects of their activities [16]. Modern initiatives - the European Green Deal [17] and
the 2022 CSRD [18] - have consolidated the evolution of CSR from voluntary practice to the mandatory
integration of ESG factors into corporate strategies. This creates an analytical basis for further
consideration of the CSR in the light of EU climate policies, where corporate responsibility is seen as an
integral element of achieving climate neutrality.

Modern initiatives of the EU demonstrate a systemic shift in approaches to CSR. The European
Green Deal has set a strategic benchmark for achieving climate neutrality by 2050, emphasizing the need
for sustainable business models, transparency and long-term sustainability. The European approach to
corporate social responsibility has gradually evolved from voluntary business self-regulation to legally
binding mechanisms integrated into climate governance. As Radu Mares notes, “the EU's legal trajectory
demonstrates how sustainability due diligence has gradually shifted from voluntary corporate self-
regulation to mandatory requirements enshrined in the climate governance system” [5]. It is important
that this transition took place in close connection with international human rights standards, in
particular the UNGPs, where the concept of human rights due diligence was first introduced. Further
development of this logic was enshrined in the 2022 UN General Assembly Resolution 76/300 “The
human right to a clean, healthy and sustainable environment”, which for the first time recognized the
human right to a clean, healthy and sustainable environment as a universal right [10]. In this context,
the modern EU regulatory framework combines environmental protection, climate change and human
rights, extending CSR to a comprehensive system of ESG commitments. Conversely, CSR as corporate
voluntariness is not able to ensure effectiveness without an appropriate regulatory environment - both
in the field of climate and human rights [5].

An important stage in this evolution was the adoption of Directive (EU) 2022/2464 on corporate
reporting on sustainable development (CSRD), which significantly expanded companies' obligations to
disclose information on ESG factors [18]. Unlike the previous Non-Financial Reporting Directive (NFRD
Directive), which only applied to large public-interest entities, the CSRD covers a much wider range of
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entities, including medium-sized and some small companies. According to the European Sustainability
Reporting Standards adopted in 2023 (Commission Delegated Regulation (EU) 2023 /2772), companies'
reporting must be comprehensive and cover three key dimensions [19]. The environmental dimension
includes data on climate change, pollution levels, the state of water and marine resources, the
conservation of biodiversity, as well as resource efficiency and the development of a circular economy.
The social dimension refers to the observance of workers' rights both within the company itself and in
its supply chains, the analysis of the impact on local communities and the enforcement of consumer
rights. The management dimension, in turn, covers the role of corporate governance bodies in ensuring
the supervision of sustainable development issues, compliance with business ethics standards,
prevention of corruption, as well as in the implementation of risk management and internal control
systems.

The CSRD not only details the content of non-financial reporting, but also significantly expands
the range of entities to which it applies. While the NFRD Directive obliged reporting only to large
companies that are subjects of public interest, the new regulation covers all large companies in the form
of limited liability companies, as well as insurance companies and banks. For the first time, the
obligations also apply to subsidiaries from third countries, if their parent companies report to the EU,
which should ensure a “level playing field” for European companies. According to the European
Commission, the number of enterprises that must prepare sustainability reports will increase from
about 11,600 to 49,000, which is additionally due to the integration of the requirements of the SFDR and
the Taxonomy Regulation [20].

The CSRD Directive extends transparency requirements to both private and state-owned
companies, forming uniform rules for corporate reporting. However, these requirements are of
particular importance for state-owned enterprises (SOEs), as they perform a dual role: on the one hand,
they act as ordinary market participants; on the other, they are accountable to the public as entities
pursuing the public interest. In this context, there is a need for reporting formats that are consistent
with European ESG criteria and at the same time reflect the specificities of the public sector [8; 9]. In
this context, the concept of Integrated Popular Reporting (IPR) is considered as a tool that can provide
a form of reporting that is understandable to citizens, combining financial indicators with indicators of
sustainable development and social value.

The adoption of the CSRD consolidated the transition of the CSR from a voluntary to a mandatory
component of the acquis communautaire. EU member states must transpose the directive into national
law, and candidate countries (in particular Ukraine) must adapt these standards in the process of
approximation to the acquis. Thus, CSR in the EU has been transformed into a mandatory integration of
ESG factors into corporate strategies, enshrined in EU law.

In addition, the European Union is expanding the scope of corporate responsibility through the
initiative of the Corporate Sustainability Due Diligence Directive (CSDDD) [21]. Already in the 2018
Sustainable Finance Action Plan the EU set the objective of increasing transparency and long-termism
in financial activities and, for the first time, explicitly referred to due diligence in supply chains. Against
this background, the CSDDD initiative presented by the European Commission in 2020 became a logical
next step in the evolution of sustainable finance policies: it seeks to integrate ESG requirements not only
into corporate reporting, but also into companies’ internal risk management practices along global value
chains.

It is important to stress that the CSRD is not an isolated instrument, but part of a broader
Responsible Business Conduct package aimed at integrating sustainable development principles into
economic activities. For investors, two acts play a central role: the Sustainable Finance Disclosure
Regulation (2019) and the Sustainable Finance Taxonomy Regulation (2020), which sets criteria for
classifying economic activities as environmentally sustainable. The Taxonomy offers a common
reference framework for identifying “green” activities and helps to prevent manipulation and
greenwashing in sustainable finance. The CSDDD extends ESG requirements from transparency
obligations to the management of risks in global supply chains. Taken together, these acts gradually
transform CSR from a voluntary practice into a mandatory component of the EU acquis.

Thus, the CSDDD not only significantly expanded the scope of corporate reporting but also fixed a
new quality standard. One of the key innovations was the clear consolidation of the principle of “double
materiality”, which obliges companies to consider both the impact of sustainability factors on financial
performance and the impact of their activities on the environment and society [6].
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An important element of the Responsible Business Conduct package is the EU Taxonomy
Regulation (2020), which defines which types of economic activities can be considered “sustainable”
and “green” [22]. The taxonomy creates common criteria for investors and companies, limiting the
possibility of arbitrary interpretation of CSR practices and providing a legal framework for green
investments. This decision was motivated by the need to reduce the EU's energy dependence in the
context of geopolitical challenges, but at the same time it shows that even in the field of CSR and ESG
regulation, trade-offs between environmental integrity and economic feasibility are inevitable. By
contrast, environmental organisations criticised such an approach as entailing a risk of “greenwashing”
and a departure from the principles of sustainable development. Thus, the example of taxonomy
demonstrates that CSR in the EU is gradually turning into a mandatory decision-making system, where
ESG standards are shaped not only by economic logic, but also by political and security considerations.

In the United States, the trajectory is different. Hundreds of colleges and universities have adopted
voluntary climate neutrality commitments and Climate Action Plans, particularly within initiatives such
as Second Nature’s Climate Leadership Network, and many of these efforts have been framed as
supporting the implementation of the 2015 Paris Agreement [23]. However, at the federal level, the
policy turned out to be inconsistent: in 2017, the Donald Trump administration announced its
withdrawal from the Paris Agreement (which came into force in 2020), and also actually distanced itself
from the implementation of the Sustainable Development Goals (SDGs). Under these conditions, it is the
subnational actors - states, cities, and universities - that have taken on the role of “conductors” of
climate policy. Thus, California, New York, and Washington created the United States Climate
Alliance (2017), hundreds of cities joined the We Are Still In initiative, and universities (for example, the
University of Pittsburgh) integrated climate neutrality into their strategies through Second Nature's
Climate Leadership Commitments.

This process illustrates that in the United States, CSR remains largely voluntary, acting as an
instrument of reputational and social responsibility. Universities, states, and cities acted similarly to
corporations, making commitments to communities and publicly reporting on progress, even without
federal coercion.

In Ukraine, corporate social responsibility has long remained a predominantly voluntary practice
implemented by international companies and large business groups. However, the state's European
integration course is gradually shifting the emphasis towards mandatory reporting on sustainable
development.

In the EU acquis, CSR and non-financial (sustainability) reporting are not grouped in a single, self-
standing chapter. Instead, they are embedded across several key areas that are relevant for Ukraine’s
legal approximation. First, they appear in Chapter 6 “Company Law”, which covers corporate reporting,
accounting and auditing. It is within this chapter that Ukraine is expected to implement Directive
2014/95/EU (NFRD), Directive (EU) 2022/2464 (CSRD) and Delegated Regulation (EU) 2023/2772
(ESRS), all of which establish mandatory sustainability reporting and ESG-related disclosure duties for
companies. Second, CSR has an environmental dimension that falls within Chapter 27 “Environment and
Climate Change”, since the environmental pillar of sustainability reporting is directly linked to the
objectives of the European Green Deal, the EU Taxonomy Regulation (EU) 2020/852 and related climate
legislation. Third, there is a fundamental-rights dimension reflected in Chapter 23 “Judiciary and
Fundamental Rights”: the envisaged corporate sustainability due diligence duties under the CSDDD
initiative connect CSR with the protection of human rights, in line with the UNGPs. In this sense, for
Ukraine, CSR and ESG obligations constitute a genuinely cross-sectoral task: they are anchored primarily
in company law but are at the same time closely intertwined with the acquis on environmental policy
and human rights.

In 2024, the government adopted the Strategy for the Introduction of Sustainability Reporting by
Enterprises, which provides for the phased implementation of the requirements of the European
Reporting Standards (ESRS) [24] and adopted draft amendments to the Law “On Accounting and
Financial Reporting” [25]. According to the new rules, large enterprises and parent companies of large
groups will be required to submit sustainability reports along with the financial statements.
Subsequently, the requirement will also apply to medium-sized and small companies with securities
admitted to exchange circulation starting from 2028-2030 [26]. However, the level of readiness of
Ukrainian businesses remains limited: there is a lack of ESG data collection methodologies, human
resources expertise, and institutional capacity, which complicates the fulfilment of new obligations [27].
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In the field of education, ESG reporting in Ukraine is still predominantly declarative and voluntary.
Some higher education institutions adopt their own sustainable development policies, but their
practical implementation is complicated by a shortage of resources and the lack of legally defined
requirements. As Ukrainian researcher Seletska notes, the formation of ESG reporting in Ukrainian
universities is appropriate but requires regulatory support and integration into the system of state
policy for sustainable development [28].

In the European Union, the role of education in the implementation of CSR and ESG is more
systematic and integrated into sustainable development policies. The European Green Deal and the
European Climate Law (Regulation (EU) 2021/1119) extend climate neutrality requirements to all
sectors, including education. EU universities and research institutions are obliged to integrate the
principles of sustainable development into their strategies, report on the carbon footprint and
implement the principles of the “green campus”. Horizon Europe, Erasmus+ Green Charter funding
programs and EU Green Deal missions supporting university alliances and the creation of climate-
neutral campuses play a significant role in this. As a result, EU educational institutions become not only
policy targets, but also active agents in the formation of ESG practices that have both reputational and
legally binding grounds.

Thus, Ukraine is at the stage of transition from voluntary CSR practices to the implementation of
mandatory CSRD/ESRS standards, which requires legislative reforms, methodological support for
business and integration of educational institutions into sustainable development policy. From a social
perspective, if this transition remains incomplete or merely formal, issues such as working conditions,
the impacts of reconstruction and decarbonisation projects on local communities, and the protection of
vulnerable groups risk remaining insufficiently visible in ESG reporting and largely outside effective
accountability mechanisms. In contrast, in the EU, CSR has already evolved into mandatory ESG
integration, including in the education sector, where universities play the role of key actors in climate
transformation and demonstrate climate reporting practices as part of the acquis communautaire.

Atthe same time, summing up, it can be argued that the CSRD Directive not only expands the scope
of corporate reporting and introduces the principle of double materiality, but also establishes
mechanisms for assessing the equivalence of sustainability standards for issuers from third countries.
However, the EU's final decisions in this area remain open, as the European Sustainability Reporting
Standards (ESRS) are still in the process of being finalized. This causes additional legal uncertainty and
time pressure for states outside the EU. For Ukraine, as a candidate country, the issue of harmonization
of national standards with EU standards is not only a technical challenge, but also a necessary condition
for gradual integration into the European legal space in the field of ESG reporting. As Baumiiller and
Grbenic point out, “the extension of the scope of the CSRD to companies from outside the EU raises
significant difficulties and uncertainties, in particular regarding the assessment of the equivalence of
third-country standards” [7]. Conversely, despite these challenges, most researchers recognize that the
implementation of the CSRD is an important step forward towards strengthening corporate
transparency and forming uniform sustainability standards in the European Union [7].

6. Conclusions

Corporate social responsibility can no longer be understood as a purely voluntary, reputational
practice detached from law. Under the influence of the UNGPs and the emerging human right to a clean,
healthy and sustainable environment, CSR has been progressively juridified and integrated into climate
and sustainable development governance. Responsibility for the social and human-rights implications
of climate action and inaction is increasingly allocated not only to states, but also to corporate and public
actors.

In the European Union, CSR has evolved into a dense system of binding ESG obligations that forms
an emerging acquis on corporate sustainability. The trajectory from early CSR policy documents through
the Non-Financial Reporting Directive to the Corporate Sustainability Reporting Directive and the
European Sustainability Reporting Standards has transformed sustainability disclosure from a
marginal, narrative exercise into a comprehensive, legally enforceable regime. This framework is
reinforced by sustainable finance instruments such as the Sustainable Finance Disclosure Regulation
and the Taxonomy Regulation, which seek to channel financial flows towards climate and environmental
objectives and to limit greenwashing, as well as by the Corporate Sustainability Due Diligence Directive,
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which extends corporate responsibilities along global value chains. Together, these measures embed
the expectation that companies account not only for financially material risks, but also for their impacts
on workers, communities and ecosystems, and they operationalise the idea of a “just transition” linking
climate neutrality with social protection.

The dominant trajectory in the United States is markedly different. Corporate responsibility and
climate engagement remain largely voluntary and driven by market and reputational incentives. States,
cities and universities have assumed a prominent role in adopting climate neutrality commitments and
Climate Action Plans, particularly in periods of federal ambivalence towards the Paris Agreement and
the Sustainable Development Goals. These initiatives demonstrate the capacity of subnational and non-
state actors to sustain and even raise climate ambition but also reveal the limits of a model in which
accountability depends primarily on investor expectations and civil-society scrutiny rather than on
general, legally binding duties. The accountability gap in international climate law therefore persists
even as voluntary commitments proliferate.

For Ukraine, the move from voluntary CSR practices towards mandatory ESG integration opens
both opportunities and constraints. As a candidate state, Ukraine is required to approximate its legal
framework to the EU acquis in the fields of company law, environment and climate change, and
fundamental rights, including through the gradual introduction of sustainability reporting based on
ESRS. The Strategy for the Introduction of Sustainability Reporting by Enterprises and draft
amendments to accounting and reporting legislation indicate a clear commitment to this direction. At
the same time, the cross-sectoral character of CSR and ESG obligations - spanning corporate
governance, environmental regulation and human-rights protection - accentuates existing deficits in
institutional capacity, methodological guidance and human resources in the private sector, state-owned
enterprises and higher education institutions. Formal legal approximation, while necessary, is
insufficient without parallel investment in administrative, professional and educational infrastructures.

The comparison between the EU, US and Ukrainian approaches suggests that the social dimension
of climate policy is shaped not only by the presence or absence of binding obligations, but also by the
configuration of regulatory techniques, institutional capacities and prevailing narratives. The EU
trajectory illustrates the potential of a coherent legal architecture that links climate mitigation,
environmental protection and human rights, but also raises concerns about complexity, compliance
costs, distributional impacts and the risk of political compromise, as exemplified by debates
surrounding sustainable finance and the Taxonomy. The US model highlights both the dynamism of
voluntary, bottom-up initiatives and their structural limitations in closing the accountability gap.
Ukraine, situated between these models and engaged in post-war reconstruction, exemplifies the
challenges of translating ambitious, externally generated standards into a legal and institutional
environment marked by resource constraints.

Overall, CSR can contribute meaningfully to climate neutrality and sustainable development only
when embedded in legal and institutional arrangements that recognise and operationalise its social and
human-rights dimensions. Mandatory sustainability reporting and due diligence regimes have the
potential to render the social consequences of climate transition visible and to strengthen accountability
of corporate and public actors, provided that they balance entrepreneurial freedom with rights
protection, take account of global supply-chain realities and avoid reproducing inequalities between and
within states. In this perspective, the social dimension of climate policy is not an ancillary concern buta
constitutive element of contemporary climate governance, and CSR - transformed into binding ESG
obligations - becomes a structural component of that governance rather than a discourse of voluntary
benevolence.
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OPEN ACCESS

Y BepecHi 2023 poky BipMeHU 3aauuinau Haripuuit Kapabax micis fioro BiBoroBaHHSA
Azep6aipKaHoM. BipMeHH 3asBuUIH, 1110 He BipATh y JOTPUMaHHA IXHiX MpaB 3 GOKYy
asep6al/PKAaHCbKUX 3aKOHIB 4M aAMiHicTpaTopiB. Ypsajg Asepb6aipkaHy 3asBUB, L0
Kapabacbki BipMeHU € rpoMajsHaMu A3ep6aiipkaHy i KOPUCTYBAaTUMYThCA THUMH XK
npaBaMM Ta 3axXUCTOM, 10 N OyAb-AKUH IHIWKWN TrpoMaJsHUH A3sepbaiiKaHy.
MaiibyTHilt cTaTyc BipMeH Ta ixHboro MaiiHa B Kapabaxy € oJHUM 3 IrOJIOBHUX MUTaHb
NOTOYHUX NeperoBopiB. OTxe, MOCTae MNHUTAaHHA: YU € KapabacbKi BipMeHHU
rpoMajisiHaMHu 3a a3ep6ail/PKaHCbKHM 3aKOHOJABCTBOM i fIKi 3 IIbOT0 BHIIJIMBAKIOTh
npaBoBi Ta mouiiTU4HI Hacaigku? Illo6 BiAmMOBiCTH Ha Lie MUTAHHS, CTATTS CIOYATKY
nojae icropito asep6ai/PKaHCBKOTO 3aKOHYy NpO TPOMaZsAHCTBO y 3B'SI3Ky 3
KapabaCcbKMM NUTaHHAM. lla icTopis, sAka poO3r/asaJaeTbCcsd B KOHTEKCTI TOTOYaCHUX
MOJIITUMHUX Ta MPaBOBUX 0OCTaBUH, TAaKOX IJIIOCTPYE MaHiBHI HacTpol Ta miAxoAu B
Asepb6ali/kaHi, a TaK0X 3aKOHO/JJaBYMM Ta KOHCTUTYLiHHUN XapakTep Kpainu. Jlaji B
CTaTTi PO3r/ALAITHCA NMOTOYHI MPaBOBi Ta MOJITHYHI HACAIJKU AJs1 OKpEMHX OCib,
MDXK/Jep>KaBHUX BiJHOCUH Ta MiXHapojAHOro mpaBa. CTaTTA JOXOAUTH BUCHOBKY, IO
aszepb6ai/XKaHCbKHUM 3aKOH PO TPOMajsiHCTBO GopMajbHO BPAxoOBYE KapabacbKUX
BipMeH, ajie BOJAHOYAC HAJJa€ ypsaAy 3HAUHY AUCKpeLilo Yy oro 3acToCcyBaHHi. ¥ cTaTTi
3a3HAYaAEThCH, 1110 Ile CTBOPIOE HEBU3HAYEHICT, 1 1110 /iJIs1 TPOrHO3yBaHHA HWMOBIpHUX
MaiOyTHIX MOAiH HEoOXiZHO BpaxOBYBaTH MOJITHUYHI MOTHBU a3epbai/KaHCbKOIO
ypangy. [Jajni craTTa posradzae Li MOTHBU Ta IPONOHYE JeKiJbKa cueHapils
MalOyTHBOTO BpETyJIOBaHHS Ta IXHI HAcJAiJKU [JJIsI OKpeMHX O0cib, BipMeHCbKO-
asep6al/KaHCbKUX BiJHOCHH Ta Mi>HapoAHOT'0 paBa.

KJ/IIOYOBI C/IOBA

BipmeHis1, Azep6aii>kaH, Mi>kHapoiHe nmpaBo, Kapabax, 3aKoH po rpOMafiTHCTBO,
[liBgennuit KaBkas.
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1. Introduction

Karabakh has long been ethnically mixed. When Soviet rule began, the Azeri population
predominated in much of the region but not in its mountainous center, which had an overwhelming
Armenian majority - on whose account the Soviets established the autonomous oblast of Nagorno-
Karabakh (literally Mountainous Karabakh) within the Azerbaijani Soviet Socialist Republic. Both the
administrative boundaries and the demography would remain unchanged throughout the Soviet period.
However, the twilight of Soviet rule sparked considerable contention in the region, particularly a
separatist movement seeking the transfer of the oblast from Azerbaijan to Armenia.

The legal and essential story, thus, starts with Azerbaijan’s declaration of independence on
October 11th, 1991, in response to which the government of Nagorno-Karabakh held its own referendum
for independence from both Azerbaijan and the Soviet Union on December 10t, which local Azeris, who
made up 20% of the autonomous oblast, boycotted. Nevertheless, it was announced that the yeas won
the referendum with 99.98% of the vote, with a popular turnout of 82.17%. Nagorno-Karabakh
proceeded to declare its independence on January 6t%, 1991. Yet Azerbaijan had revoked Nagorno-
Karabakh’s autonomy on November 27th, 1991; it recognized neither the referendum nor the
declaration of independence. So began the First Karabakh War.

The separatists won that war. By force of arms, they not only established their de facto
independence in the autonomous oblast of Nagorno-Karabakh itself but also conquered almost all the
rest of Karabakh. These territories became the breakaway Republic of Artsakh - reviving the name of a
roughly coterminous province of Ancient Armenia. Azeris, making up the majority outside of the
Autonomous Oblast, were displaced wholesale and fled to the Azerbaijani government-controlled
territory. The war ended with a quadripartite (Russia, Armenia, Azerbaijan, and Artsakh) ceasefire
signed in Bishkek on May 5th, 1994. Yet, Azerbaijan, despite military defeat, never de jure recognized the
loss of either the former autonomous oblast or the rest of Karabakh. Karabakh's de facto independence
has never had any legal consequence whatsoever for Azerbaijan.

2. Literature Review

Nationality law in post-Soviet Azerbaijan has been primarily formed and regulated by three key
documents: the Declaration of Independence of 1991, the Constitution of 1995, and the Nationality Law
of 1998. These documents have undergone amendments, and the regime they established underwent a
major revision after approximately 2010; however, all of them remain in force. This section relates to
the original provisions of these documents.

Azerbaijan adopted the so-called ‘zero option’ regarding citizenship, whereby all residents of the
territory became citizens of the new state [21]. However, the zero option was never explicitly stated; it
was a net effect of the consequences of the developments in Azerbaijan following independence. So, it
was not a simple matter of everybody in Azerbaijan getting citizenship of the new state.

The first of these developments was the promulgation of the Declaration of Independence on
October 18t, 1991. Article 8 identified the people of Azerbaijan, whom it declared sovereign, as all
citizens “within and outside the Azerbaijan Republic subject to Azerbaijan’s laws” [17], and Article 19
accepted equality before the law for all and customary international human rights law; but the
document never set forth a specific definition of citizenship.

What it did do, per Article 4, was keep Azerbaijan’s Soviet constitution of 1978 in operation until
the promulgation of a new, post-Soviet constitution - insomuch as it did not contradict new laws. So in
effect, independence transformed the ‘hard’ 1978 constitution into a ‘soft’ one: the constitution
remained, but the legislature, as the ultimate authority, became able to override it. Of course, the 1978
Constitution had not discussed the question of nationality; in 1978, everybody had been a Soviet citizen,
and the constitution applied to all Soviet citizens residing in the Azerbaijani Soviet Socialist Republic.

As a result, much was left unclear. Clearly, somebody who, on the day of independence, had been
in his village in Azerbaijan and had remained there since was aresident and part of the people’s citizenry
as defined by the declaration of independence.

But what about those who lived abroad or were absent on the day of independence? It had been
Soviet practice to appoint new graduates to postings all throughout the Union for a few years’ time;
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many white-collar Azerbaijanis, newly graduated or not, lived and worked elsewhere in the Soviet
Union. Meanwhile, during the tumult of independence, many members of ethnic minorities had departed
- they may have hoped only temporarily. This exodus especially affected cosmopolitan Baku. The most
famous departee is probably world chess champion Gary Kasparov.

In effect, there was a legal vacuum. In practice, individual questions of citizenship defaulted to the
executive, which administered the voter rolls. These circumstances lasted a long time - at least until
1995, when Azerbaijan’s first post-Soviet constitution came into force. During this limbo period,
Azerbaijan held five legislative elections. Indeed, it is a fact that these elections, combined with the
language of the 1978 constitution and the declaration of independence, whereby Azerbaijan implicitly
adopted the zero option. The period in question was formative in more ways than one; the combination
of legal murkiness and practical executive authority has since remained a lasting characteristic of
nationality law in Azerbaijan.

The next development in nationality law in Azerbaijan occurred with the promulgation of the first
post-Soviet constitution in 1995. This constitution brought in more guarantees. It made citizenship
irrevocable. It also ensured that all those born in Azerbaijan after independence were considered
nationals. As such, this constitution indeed [5; 13] instituted the broadest application of jus soli in
Europe outside Ireland. This followed the example of the Azerbaijan Democratic Republic, the regime of
Azerbaijan before the Soviet takeover, which its successor, Azerbaijan, considered itself to be, but there
might have been something else behind all this.

By 1995, Heydar Aliyev replaced the pan-Turkic nationalist Ebulfez Elchibey as the president of
Azerbaijan. Aliyev was a former KGB officer and a figure more strongly associated with Moscow. Aliyev’s
government, as well as people from the numerous non-Azeri communities in Azerbaijan, had reason to
stress a territorial, rather than ethnic, conception of Azerbaijan and Azerbaijani nationality. This
territorial conception - as opposed to ethnic Azeri nationalism, Turkish nationalism, or pan-Turkism -
has been called Azerbaijanism [21]. One of its effects has been that Azerbaijan has never provided
citizenship for Azeris outside its borders. This contrasts with the example of many other post-Soviet
states, which did give citizenship to members of the titular nationality left outside their borders.

The last of the three documents to come into play was in 1998 with the promulgation of
Azerbaijan’s very own nationality law. The law did a few important things.

First and most importantly, the law automatically counted as citizens only those residing in
Azerbaijan as of January 1st, 1992, who had maintained their residency since. Residence in 1992 was to
be demonstrated by the propiska, the infamous Soviet internal passport, which doubled as civil
registration. The Azerbaijani nationality law of 1998 stipulated that individual unable to present a
propiska as of January 1, 1992, were required to register with the government within a year to maintain
their residency and citizenship, or risk losing their citizenship or residency status.

This might have been particularly problematic for ethnic Azeris, generally from Georgia or
Karabakh, who had come to Azerbaijan during the collapse of the Soviet Union. To prevent this, the law
expressly guaranteed and confirmed the citizenship of all refugees who had come between 1st January
1988 and 1st January 1992. This also suggests that the authorities thought the chances of Azeris
returning to Georgia, not to mention Karabakh, were slim. Why guarantee the citizenship of these people
if it was thought they could return to where they came from?

However, the law disappointed many other ethnic Azeris. In the Soviet Union, urban centers were
attractive and often needed workers. So, the requirement that people be registered in some place in
Azerbaijan in January 1992 excluded many Azeris. This was not just a problem for Azerbaijanis living in
Moscow or somewhere else in the former Soviet Union. It affected many people who were actually in
Azerbaijan on January 1st, 1992. In Soviet times, despite restrictions on internal migration, people often
lived in places where they were not registered. They may have been limitchiki - that is, authorized to
live somewhere they were not registered to for work or married to somebody who was registered - or
they may even have been just downright undocumented.

Indeed, in Azerbaijan, many people suffered from the lack of recognition of citizenship. Mark ‘lack
of recognition’; the law did not make the removal or denial of citizenship automatic; it left it to the
government’s discretion and initiative — and as it transpired, the government did not proceed to strike
people off the list, as it were, once the deadline had passed. Instead, those who failed to register ended
up in a quasi-state of limbo: they were neither declared citizens nor non-citizens. Yet, many of these
people eventually obtained Azerbaijani citizenship, becoming recognized or naturalized through
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various methods. Enfranchisement and naturalization accelerated, especially after Azerbaijan joined the
Council of Europe.

Yet Azerbaijan did not control Karabakh, and this process did not take place there. Karabakh
Armenians must thus be considered the worst losers of the nationality law; it effectively stripped them
of their citizenship. For even if Armenians had the required propiska, how could they go over to
government territory to register? Aside from what it would signify for the separatist cause, the
demarcation line between Azerbaijan and the breakaway republic was a military frontier. Moreover,
even if they had gone to the Azerbaijani government territory to register, Azerbaijan, having lost control
over Karabakh, would have no record of their continued residency. Nor would any documentation from
the Nagorno-Karabakh government be of any help; having been authored by a state that Azerbaijan did
not recognize but regarded as a rebel entity, it would have had no legal validity in Azerbaijani eyes.

3. Problem Statement

Following Azerbaijan’s 2023 reconquest of Nagorno-Karabakh, a central conflict emerged
between the government’s claim that local Armenians are full citizens and the Armenians’ deep distrust,
which prompted their mass exodus. The core problem this article addresses is the resulting uncertainty:
itinvestigates whether Karabakh Armenians are truly citizens under Azerbaijani law and what the legal
and political implications of this ambiguous status are.

4. Methods and Materials

The study applies qualitative and doctrinal research methods. It is based on an analysis of
international legal instruments, national legislation of the Republic of Azerbaijan, and case law of the
European Court of Human Rights concerning citizenship, statelessness, and minority rights. Secondary
sources include academic literature on nationalism and statehood, analytical policy reports, and country
assessments produced by international organizations. In addition, materials from reputable media
outlets and official databases were used to contextualize recent political developments in the South
Caucasus. Methods of comparative legal analysis, document analysis, and case-law review were
employed to identify patterns, assess compliance with international standards, and formulate analytical
conclusions.

5. Results and Discussion

The question of the impact of Azerbaijan’s nationality law in the separatist region of Karabakh
would have largely been moot until recently. Legal responsibility is predicated on actual control.
Moreover, citizenship is a relationship between a state and an individual. International law is generally
silent on the matter.

Despite this general silence, international conventions forbid rendering people stateless, and
Azerbaijan could have but chose not to recognize the citizenship of Karabakh Armenians. There is the
counterexample of Georgia: it has long recognized the citizenship of people in the breakaway republics
it claims but does not control.

However, in the case of Karabakh, even this never came into play because Azerbaijan never
actually formally denaturalized anybody. Essentially, Azerbaijan did not account for them as citizens
because they could not prove their citizenship; however, Azerbaijan did not deny their citizenship.
Affected individuals in Azerbaijan itself might, in practice enjoyed some public services for citizens or
residents, but not others. As a hypothetical example, people might have been treated at the hospital but
been unable to get a passport. This policy created a substantial problem in Azerbaijan, but it would have
been difficult for the affected to bring suit in response in international fora.

International law safeguards the rights of persons as well as certain rights bestowed upon states,
such as the right not to be attacked by a neighboring state, with some exceptions. It does not interfere
in procedural matters of domestic courts or legislation. International law prescribes a few universal
rights. It does not grant people rights those states may legally withhold. So, Azerbaijan only had to
refrain from violating any rights that would result in the violation becoming legitimate or creating
potential refugees. Refugees are people who have been so abused that they are absolutely justified in
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leaving their own country and their welfare has become the business of other states. Since refugees
bring responsibilities - often challenging ones - for other states, they inherently constitute the
internationalization of a problem; therefore, refugees, unlike citizenship, are a proper matter for
international law. In that light, someone affected could not take up their case internationally unless
physically dispossessed, displaced, or starving.

2002, however, was a momentous year: Azerbaijan joined the Council of Europe. Members of the
Council are required to have signed the European Convention on Human Rights. This document
stimulates considerably more rights than guaranteed by the UN. Jurisdiction over the European
Convention on Human Rights is held by a special court in Strasbourg. It has been claimed that the court
interprets the Convention liberally, for instance, by former Supreme Court Justice of the United
Kingdom, Lord Sumption [19]. It thus does not seem too surprising that Azerbaijan’s newfound
adherence to the Council corresponded to domestic administrative reform. No later than 2002,
Azerbaijan’s constitution was amended to give the president the powers to “settle the issues of
citizenship” and “decide issues on granting political asylum” - incidentally, this also meant that the
dualism theoretical right to nationality and actual enjoyment of it, which had existed since the very
beginning of Azerbaijan’s independence, got some codification.

As a result of all this, there was a great decline in the number of undocumented people in
Azerbaijan. Those who were unable to register in government-held Azerbaijan were gradually absorbed
into the citizenry through naturalization at worst - but of course, the process of documentation and re-
documentation did not take place in Karabakh, over which Azerbaijan lacked control.

In retrospect, this was prudent. The Strasbourg court would come to rule in 2012 in Kuric and
Others vs. Slovenia that it was unfair for Slovenia to keep Mr. Kuric, who had been a resident of Slovenia
since before Slovene independence, off the register of citizens, even if Mr. Kuric had failed to comply
with the relevant registration deadline [6; 12]. The court found it to be a violation of the rights under
the European Convention of Human Rights to private life, effective remedy, and non-discrimination, as
protected under Articles 8, 13, and 14, respectively. This stance of the Court, particularly that a lack of
citizenship is a violation of the right to private life, was, in part, affirmed in 2018 in Hoti v. Croatia [9]. It
must, however, be observed that in Hoti v. Croatia, Hoti’s violation of private life was predicated on
Mr. Hoti's effective statelessness [20]. Mr. Hoti could not achieve stable residency in Croatia because he
could not become a Croatian citizen; he could not become a Croatian citizen because he could not
demonstrate to the Croatian authorities that he had renounced his Albanian citizenship; the Albanian
authorities would not permit him to renounce his Albanian citizenship because they did not consider
Mr. Hoti to be an Albanian citizen in the first place.

Messrs. Kuric and Hoti found themselves in a situation similar to that of stateless persons in
Azerbaijan after independence: they were either stateless or treated as such. If Mr. Hoti was prevented
from acquiring citizenship by external forces, but Mr. Kuric could have become a Slovenian citizen, had
he only registered on time, immediately after independence. If Mr. Kuric, someone who resided in
government-controlled territory was excused for - or more precisely, still had a right to an effective
remedy despite — not having registered, surely, in the eyes of the Strasbourg court, the Armenians of
Karabakh who found themselves in a breakaway state would have even more of an excuse in failing to
comply with Azerbaijan's registration mandate than Mr. Kuric did with Slovenia’s.

It must, however, be observed that the court intervened on behalf of Mr. Kuric and Mr. Hoti
because they found themselves subjected to the conditions of statelessness where they actually lived.
Karabakh Armenians are not currently in Azerbaijan; for the most part, they reside in Armenia, where
they may enjoy citizenship. So, although the court may even better understand their failure to register
with Azerbaijan, the court might opine that, as there is no actual violation taking place on the ground, it
has no mandate to intervene.

Here, though, the scholastic legal analysis must end: it is hard to imagine a body as committed to
the spirit of the European Convention of Human Rights and the body of international law as a whole opt
to refrain from judgement through such casuistry - one must in some sense admit Lord Sumption’s
assessment that the courtis partisan is correct; the question is whether this partisanship is unwarranted
or unwarranted, where different interpretations are possible - and because the very openness to
interpretation on theoretical grounds, one can imagine governments being at variance on the question
of the court’s intervention as well.
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Anyhow, as time went by, the political landscape changed, and Azerbaijan’s nationality laws
became more stringent. In 2008, the nationality law was amended: the five years required for
naturalization now had to be consecutive. Naturalization also now requires that people have been
legally and permanently resident and have an income.

This prompted amendments in Azerbaijan. Their primary effect was to grant the executive even
greater discretion regarding citizenship and nationality.

On May 30th, 2014, the nationality law was changed. Children born to a foreign parent no longer
got citizenship through jus soli (though foundlings or children whose parents were stateless still did).
This contradicted the constitutional guarantee of jus soli, but Azerbaijan’s judiciary interpreted the
amendment as a restriction rather than a negation thereof. At the same time, the change criminalized
getting another nationality without informing the government. It also made voluntary acquisition of
another nationality, serving under another state, damaging the national interest, and fraudulent
naturalization punishable by the loss of citizenship, as adjudicated by the courts. Another amendment
on December 30th, 2014, required repatriates older than fourteen and all newly naturalized persons to
swear allegiance. A further amendment on December 4t, 2015, added extremism and terrorism to the
above list. These clearly breached Article 53 of the Constitution, which explicitly states that citizenship
is irrevocable. The conflict was ultimately resolved by the repeal of Article 53 through a constitutional
amendment, which was approved in a referendum on March 20, 2016.

Yet in other ways, amendments made citizenship more inclusive. The president became able to
restore citizenship [14]. Anybody who had been a citizen of Azerbaijan or the Azeri SSR and had not left
the country became eligible to sue for recognition as stateless and to become a citizen by naturalization.
Additionally, the date of arrival of refugees became considered the day they began residency in
Azerbaijan. This last reduced the time required for naturalization. Nevertheless, considerable discretion
was left to the authorities. For instance, the courts became able to deny the naturalization applications
of those considered to have acted against Azerbaijan’s security and welfare.

On the whole, today, nationality is a highly discretionary matter in Azerbaijan, with the executive
having ultimate authority. A discretionary policy toward nationality is not in conflict with international
law. As mentioned, citizenship is not a question subject to much in terms of international law. The right
to nationality under the Universal Declaration of Human Rights remains nominal at worst and qualified
at best. The European Convention of Human Rights does not establish a firm right to acquire a
nationality either, as made evident in Karassev v. Finland [11]. Yet it must be stressed that there is
likewise nothing to formally bar Armenians from citizenship either in Azerbaijan’s laws, nor would
Azerbaijan be permitted to have such a law under the European Convention on Human Rights. The
decision of the Strasbourg court in Genovese v. Malta evidences this [8].

According to Azerbaijan’s current legal framework, the Karabakh Armenians, in general, are
citizens of Azerbaijan. Those in Karabakh on January 1, 1992, and ever since have been citizens, as per
the Nationality Law. Those born there between 1992 and 2014 are citizens per jus soli. The children of
any of these categories of people are also Azerbaijani; the same is true of all foundlings and children
born to exclusively stateless parents. These individuals may not currently be considered citizens, but
only because their identity documents are invalid - an administrative issue. If President Aliyev, with
ultimate say over citizenship and asylum cases, chooses to recognize their papers, despite their being
authored by a state Azerbaijan never recognized, he may. People falling outside these categories, too,
can become recognized as Azerbaijani citizens, but through naturalization, much like the unregistered
after 1998. Of course, in practice, this might be difficult. It depends on the attitude of the authorities -
but it must be stressed that Azerbaijan cannot make being Armenian itself a formal bar to citizenship,
as the right to non-discrimination per the European Convention of Human Rights makes clear.

Nevertheless, legally speaking, the only people without a path to Azerbaijani citizenship or legal
residency are those born before 1992, without association to the former categories of persons, and who
moved to Karabakh after Azerbaijan lost control over it. The most salient category of people who fit that
definition are Armenians from outside Karabakh who settled in the breakaway republic after its
establishment. But even they could get citizenship. As mentioned, according to Azerbaijan’s constitution,
the president has the ultimate say over citizenship and asylum cases, and in extraordinary cases, he may
even grant naturalization. The reintegration of a lost territory can clearly be considered an
extraordinary situation.
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Aliyev has stated that Karabakh Armenians are citizens; the official stance is for the full
reintegration of Armenians. The only caveat is when it comes to perpetrators of massacres and war
crimes and the like: Azerbaijan has expressed its intention to prosecute them. The most salient of such
people are those accused of atrocities during the first Karabakh War.

Itis therefore interesting that Azerbaijan called the final offensive of the Karabakh conflict an anti-
terrorism operation. It must be remembered that Azerbaijani law permits revoking the citizenship of
people considered to have worked against the public interest or engaged in terrorism. If the separatists
were terrorists, their citizenship could be revoked. In that case, a great many - virtually anybody
involved somehow with separatism - are confronted with the danger of denaturalization and,
consequently, expulsion.

It must therefore be remarked that it is legally possible that masses of Armenians be
denaturalized. However, it is hard to imagine that Azerbaijan’s courts would take such action on their
own initiative. Indeed, but for a few oddities, the courts have seldom pursued denaturalization - as they
must for denaturalization to actually happen - even in normal cases. For instance, many who have other
nationalities have kept their Azerbaijani citizenship. Prosecutors have simply not brought a case against
them. Several Artsakh leaders are currently imprisoned in Azerbaijan. They have not been prosecuted
with a view to their denaturalization either [2].

All this, however, is beside the point: clearly, the question of the Armenians’ citizenship is not a
legal but a political one, and it lies with President Aliyev. This is not just de facto, given the constitutional
state of Azerbaijan. Still, de jure: according to Azerbaijan’s constitution, questions of citizenship and
asylum, however much they are adjudicated in practice by the courts, are constitutionally the
president’s province. And Presidential authority on these questions is unassailable. Even if the President
were not able - as he is - to overrule the courts on these questions, he could even, legally and
expediently, re-naturalize those they denaturalize. Indeed, by law, the normal conditions for
naturalization are dispensable in “exceptional cases” [21].

All in all, Aliyev has declared that the Armenians of Karabakh are citizens of Azerbaijan. For so
long as he keeps his word, then Karabakh Armenians are securely citizens of Azerbaijan. So, if President
Aliyev abides by his declarations and says Karabakh Armenians are Azerbaijani citizens, their status in
Azerbaijan should be quite secure, whatever the resentment resulting from thirty years of ethnic conflict
in Azerbaijani society at large.

The question, then, is whether Aliyev and Azerbaijan can be trusted to keep their word. After all,
in question is a state with a hard-nosed and powerful presidency, a pliant judiciary, and a legislature so
unfussy that it promulgates unconstitutional laws and only thereafter goes on to change the
constitution, and a legal framework for mass denaturalization is in place [21].

Yet none of this means Azerbaijan should necessarily be distrusted. One must remember that
different polities are constituted differently and produce equilibria and stable outcomes in different
ways [10]. So, to assess the question of whether Azerbaijan’s government will keep its word or if it is
interested, as often accused, in pursuing ethnic cleansing, one must consider its motives.

Whenever somebody pursues ethnic cleansing, they do so either for the sake of ethnic cleansing
itself or for the sake of some other objective. There can be two reasons why somebody would want to
ethnically cleanse a territory for its own sake: ideology and hatred.

Ideologically, the combination of the nation-state and democracy often happens to be a call for the
institution of an overwhelming national majority in a state, for two purposes: that a nationality’s mores
and views may dominate a society, and that that nationality can dominate the government of that
society.

The population of Azerbaijan is approximately 10 million, of which 91.6% are ethnic Azeris [3].
The Karabakh Armenians number about a quarter of a million. Azeris are assured of demographically
dominating Azerbaijan, come what may. It is unlikely that a minority can overthrow the Azerbaijani
state. As such, neither the Azerbaijani state nor Azerbaijani society requires ethnic cleansing for the sake
of their security and perpetuation.

Might the Azerbaijanis like to ethnically cleanse the territory due to simple hatred? There may, of
course, be many who might find the idea appealing. The Azeris themselves were expelled by the
Armenians a few decades ago. Yet it must be remembered that these two nationalities recently lived
within the same state and often in the same communities - and, historically, cohabitation has been the
rule, not the exception. The last period of cohabitation lasted nearly a century. Though perhaps most

131



Social Development:

Anamur, 0. Economic and Legal Issues No. 12 (2025)

importantly of all, in the modern world, people often think of ethnic cleansing as wrong - this includes
people from nations involved in ethnic strife []. Thus, military victory, the restitution and reconstruction
of old property, and the punishment of the leaders blamed for injustice, together should go a long way
in assuaging the thirst for revenge on the part of the Azeris. The Azerbaijani regime, meanwhile, should
be strong enough to hold back those still dissatisfied.

The motive, then, that Azerbaijan might have for ethnic cleansing is not ethnic cleansing for its
sake, but rather potential Armenian unrest. Artsakh’s soldiers were gunned down in great numbers by
Azerbaijani drones. Artsakh never got to join Armenia and never enjoyed a moment’s comfort, being a
breakaway republic. Baku might well think that the Armenians, if left there, resentful, if not vengeful,
toward Azerbaijan, might continue to agitate, despite their republic’s demise. Then Karabakh would
remain a restive province and a continuing flashpoint, and maybe a violent one; after all, the
mountainous terrain is suitable for guerrilla activity and insurrection. Reason suggests that avoiding
such a situation is the primary motive of the Azerbaijani Government. What, then, is to become of the
Karabakh Armenians?

It is unlikely that President Aliyev would change tune to go about denying or stripping citizenship
left, right, and center - at least not unilaterally. Besides the above, Aliyev has publicly given his word,
and his word is his defense against accusations of ethnic cleansing. In recent years, rather than debasing
international law have manifested its opprobrium and damnatory force - alongside that of global public
opinion. If leaders of states in relatively stronger positions are condemned - and are likely to be
punished, should they ever lose power - how can one expect Aliyev, the leader of a much smaller state
and a figure who has thus far acted in a largely pragmatic, calculating, and moderate manner on the
international stage, to undertake such a risk?

If mass denaturalization does occur, this would probably be by means of a treaty between
Azerbaijan and Armenia. An exchange of territory, at least of the parties’ respective enclaves, is sure to
happen. This might be accompanied by an exchange of populations with Azeris and Armenians losing
the citizenship of the state they no longer want to be associated with and acquiring that of the state they
identify with.

After all, upon Artsakh’s surrender, almost all Armenians left Karabakh, seemingly with the
endorsement of both Armenian and Artsakh authorities. It is a question of keeping Armenians - or, in
the case of former Azerbaijani residents of Armenia, Azerbaijanis - out of their ancestral land rather
than driving them out of it. And under the current international situation, one would expect few political,
as opposed to legal and moral, objections. Those made would likely be by revanchist factions or the
former leaders of the vanquished breakaway republic. As such, the parties may well opt to break
international law, but probably only if they could come to a deal over it - and a deal might happen. The
Armenian prime minister has not been very favorable to the Karabakh separatists. And the Armenian
government, much like the Azerbaijani one, might wish to extinguish the claims of Azeris in the territory
it controls. Politicians are often ambitious people. They may want to bring home a clean break and go
for the first option in the interest of resolving things once and for all.

Yet, the influence of international law and the force of opinion among affected individuals clearly
work against such an arrangement. A compulsory population exchange would conflict with international
law. None has happened legally since 1948. Since 1945, there has been a significant shift in international
law. State sovereignty has been restricted such that states nowadays basically lack the legal authority to
deprive individuals of their hearth and home because of ethnicity or religion or the like. The most
explicit interdiction is in the Rome Statute. Azerbaijan has not signed that, but the essential prohibition
is to be deduced from the Geneva Convention of 1949, to which it has subscribed. Moreover, the question
of the statutory source of the prohibition on ethnic cleansing is beside the point: the prohibition on
ethnic cleansing must now be considered part of customary international law. By and large, customary
international law binds both old states and new states that had no part in its establishment. It
particularly binds Azerbaijan, as Article 19 of its declaration of independence explicitly commits
Azerbaijan to the general corpus of international law.

Whether population exchanges are necessarily bad is debatable, but population exchanges are
currently illegal - and the law matters. No solution that spurns international law can ultimately be
secure; it is to hang Damocles’ sword over one’s head. Violations of law and decency can be used as an
excuse, justification, or rallying cry against the party accused of committing them, and those who utilize
them are not necessarily the parties originally aggrieved but might represent much greater powers. Big
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states maybe can afford to worry less about the violations they commit. They are generally less
vulnerable to everything. Small states might not be so secure. Azerbaijan is a small state.

Perhaps likelier than a settlement that directly violates international law is an open-ended and
murky one, which nominally respects it but in practice allows Azerbaijan to disregard it in accordance
with its interests. Armenia, too, might also find such arrangements useful to stymie the reclamation of
the claims of its former Azerbaijani residents.

Southern Serbia might provide something of an example of how to honor a custom more in the
breach than in the observance. In southern Serbia, there are the municipalities of Medveda and the two
municipalities of the PreSevo Valley. These areas have a significant Albanian population, and Albanians
are a clear majority in the PreSevo Valley itself. These Albanians are full citizens of Serbia. Yet, it is
reported that Serbia is discriminating against them to rid the area of its Albanian population or get a
deal dividing Kosovo between Serbia and Albania. The ostensible motive is the strategic economic
geography of the area: a great road south from Belgrade goes through it.

Areport, Albanian Minority on Hold: Presevo, Bujanovac and Medveda as Hostages of the Serbia and
Kosovo Relations, goes into some detail on this. The forms of discrimination it identifies can be
categorized into three types: economic, cultural, and administrative.

Culturally, the report finds a lack of Albanian-language newspapers and radio in the districts.
Economically, the report finds that Albanians are underemployed in the civil service. This may be the
most direct form of discrimination, affecting access to services, representation, and livelihoods. Rural
underdevelopment also incentivizes emigration for economic reasons.

The form of discrimination the report identifies that is most significant and relevant to the
situation in Karabakh is administrative discrimination. This is principally done through the practice of
passivation. Passivation changes the official status of a person to a non-resident. Passivized persons are
struck off the population register - so they cannot vote, get a passport, or get health insurance. The legal
basis is Article 18 of the Law on Residence of Citizens in Serbia, which allows the Ministry of Internal
Affairs of Serbia to verify whether a citizen is living at their official address. In practice, this means a
police visit, often unannounced, according to the report. If the police conclude that the person in
question lives elsewhere, they passivize the address. While sometimes passivation is done without a
visit taking place.

The Interior Ministry does not give written notice of passivation. According to the report,
generally the information is relayed orally or placed on a bulletin board. This makes appealing hard, and
the deadline for appeal is eight days. People often learn that they have been passivized at the hospital
or clinic, or when they are trying to renew their identification card, passport, or pay property tax.
According to Deutsche Welle, once people are taken off the register, as a rule, they do not get back on it
[18].

The situation in Presheva/PreSevo valley resembles the situation in Karabakh, but it differs in four
ways:

1. In Karabakh, in effect the whole Armenian population has been passivized, not just certain
individuals.

2. While the PreSevo Albanians are being actively subjected to passivation, the passivation of the
Armenians is not the object of an active policy but the consequence of the interplay of many legislative
actions within the context of a decades-long conflict.

3. The Armenians in question are the people of the former breakaway republic of Artsakh, which
was formally unrecognized by even Armenia and came to an end with a war only a few years ago. In
contrast, Albanians in Serbia do not claim citizenship of another state.

4. Serbia is often viewed as more of a democracy than Azerbaijan is, but it is arguably less
strategic than Azerbaijan. Serbia is surrounded by NATO and is economically less significant. Azerbaijan,
on the other hand, is a major source of hydrocarbons and can serve as a transit route between
Europe/Turkey and Central Asia/China, while lying between Russia and Iran.

Since the whole population has been passivized, the situation faced by individual Azerbaijan
Armenians is different from that of individual passivized Serbian Albanians. As Azerbaijan has never
had an explicit policy and the reconquest of the breakaway republic occurred only a couple of years ago,
on the one hand, Azerbaijan seems less blameworthy in its ways. Yet on the other hand, Azerbaijan is
likelier to be held up to scrutiny: it is perceived to be less of a democracy, and there is a politically active
Armenian diaspora in Western countries.
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If, as it is argued, Azerbaijan lacks an inherent motive for ethnic cleansing and a straightforward
and formal abjuration of the right to return is problematic, it follows that Azerbaijan will either allow a
full return of Armenians in good faith or it will adopt a policy like Serbia’s, which formally accepts the
Armenians’ right of residency - and in Azerbaijan’s case, even citizenship - but somehow stymies the
practical enjoyment of these.

Since there are reasonable grounds to expect that the presence of a substantial Armenian
community could be troublesome in Azerbaijan’s view, especially when so little time has passed since
the end of the conflict and the relations between Azerbaijan and Armenia have not yet been fully
normalized, a situation like in Serbia seems the likelier scenario to occur. The lack of a response by
Presidents Aliyev and Trump and Prime Minister Pashinyan to a question about the return of the
Armenian community to Karabakh also supports such a conclusion [1].

It must be observed that implementing a policy like Serbia’s should be relatively easy. For one, to
mention it again, the Armenians currently lack documentation; they could be denied re-entry into
Karabakh due to a lack of papers. Yet such a straightforward policy is unlikely; it would be too obvious
a circumvention and tantamount to the mass denaturalization discussed above. But one might well
expect a more targeted denial of re-entry. One must remember that participation in terrorism can legally
lead to denaturalization in Azerbaijan. If supporting a separatist entity falls under terrorism, as
Azerbaijani courts might well see it, many Karabakh Armenians are likely to have fallen foul of
Azerbaijani law. This could be used to block the return of many who might or might not have fought,
especially fighting-aged men. The ostensible aim would be state security, and, after a war, this would
not be the most incomprehensible thing in the eyes of the international community. Not only would this
block the return of fighting-age men, those likeliest to start an insurgency, but it would discourage the
return of the Armenian population at large: if returning to Karabakh meant having to live without their
men, other Armenians might not come back either.

There is also the matter of property. Property rights are far weaker in Karabakh in Serbia. There
was no private property in the Soviet Union. The succeeding national governments inherited public
property. Therefore, in post-Soviet breakaway regions such as Abkhazia, South Ossetia, Transnistria,
and Nagorno-Karabakh, individuals lack internationally recognized titles to property. Consequently,
there is no mechanism to stop voluntary emigration from entailing the abandonment of property. The
right to return to one’s home, stemming from the prohibition of ethnic cleansing, does not necessarily
mean an absolute right to go on living in the very same building with the same proprietary
arrangements. Nationalization is a common practice in many countries and is widely recognized as
legitimate. In Karabakh, in the process of being reconstructed for the return of Azeris, people’s houses
might be destroyed or converted to other buildings, and people whose houses are no longer there might
think returning is not worthwhile. Indeed, for many, considerations of property might trump those of
citizenship or residency. People often care more for their possessions than their political rights or
homeland. Ernst Gellner famously argued that modern nationalism is less about one’s nation and native
soil than about social and economic mobility in the modern world [7].

Moreover, the settlement itself might establish a mechanism restricting the transfer of property
rights to the descendants of the dispossessed. For instance, a refusal to move back to Karabakh because
one would have to live without one’s husband and son might be officially regarded as voluntary
abandonment of property and thus entail the extinguishment of one’s claim to it. (Although if done too
brazenly, this can have all sorts of diplomatic ramifications.) Armenia and Azerbaijan might also succeed
in getting people to abandon their property in the other state if they continually discourage people from
living in the other state. Such abandonment and emigration would, strictly speaking, be voluntary.

Some of the above seem sure to happen, but how much - the extent to which international law
will be openly abjured as opposed to how much it will merely be subject to practical circumventions -
will depend on the stance of the international community.

6. Conclusions
Formal abjuration on one hand, and practical circumvention on the other, may have the same
consequences for individuals; they are both violations of international law, but there is a great difference

between them from the standpoint of international law. A murky and open-ended solution is preferable
to one that formally abjures international law, because practical circumventions and incongruities can
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be, and often are, eventually scrapped whenever the parties come to heed the law again. Circumventions
and incongruities can also, and often do, fade away as the political situation which occasioned them
changes - and things in Karabakh are sure to change. The Nagorno-Karabakh conflict is the primary
issue between Azerbaijan and Armenia. While the Presevo valley constitutes a strategic link to the rest
of the Balkans for Serbia, for Azerbaijan, Nagorno Karabakh leads nowhere but to Armenia. So, once the
current questions are resolved, there is no reason not to expect cordial interstate relations. Those,
consequently, would conduce to better ethnic relations and thereby also incentivize scrapping the
impediments Azerbaijan happens to have against the Armenian population. It is not rational to continue
a policy against international law unnecessarily, especially if it is embarrassing or hampers investment
or profit.

In a recent interview with The Rest is Politics, the Greek Cypriot president Nikos Christodoulides
suggested a new model of diplomacy in the Near East: parties would start with and resolve issues where
they can agree, and then move on to the more intractable questions, making these latter questions easier
in the process. This contrasts with the previous trend in regional diplomacy of nothing being agreed
until everything was [15]. The agreement and the subsequent arrangements regarding Karabakh may
be the first instance of such a new approach in regional diplomacy [16].

After all, the less blatant the violations and incongruities of an arrangement, the easier it is to
backtrack from them; whereas more blatant violations and incongruities make more dramatic
reckonings likelier, which may then take terrible proportions. Perhaps one must again turn to Cyprus
for an illustration of this truth. There was a movement on the Greek side to join Greece and a radical
move to this end: a coup by the militant Nikos Samson. This made the Turkish response in turn radical;
desperate times calling for desperate measures, Turkey felt it could not but invade. The resulting
division has still not been overcome. As for the Caucasus, it is an even more sensitive region than the
Eastern Mediterranean.

“Magnanimity in victory and goodwill in peace,” to quote Churchill [4], are not merely virtues
valued for their own sake. Rather, they reflect an understanding that, without a degree of cordiality in
international relations - most clearly institutionalized in international law - the international system is
reduced to the rule of the big stick, with no certainty as to who will wield the larger one tomorrow, a
reality the Karabakh separatists have come to understand all too well.

References

1. Associated Press. (2025, August 8). LIVE: Trump hosts Armenia and Azerbaijan for a peace summit [Video].
YouTube. https://www.youtube.com/watch?v=pMCAbKrardk

2. Bagirova, N. (2023, September 20). Azerbaijani leader sends Karabagh Armenians and Armenia message of
cooperation and peace. Reuters. https://www.reuters.com/world/azerbaijani-leader-sends-karabakh-
armenians-armenia-message-cooperation-peace-2023-09-20/

3. Central Intelligence Agency. (n.d.). Azerbaijan. The World Factbook. https://www.cia.gov/the-world-
factbook/countries/azerbaijan/#people-and-society

4. Churchill, W. S. (1948). The gathering storm (The Second World War, Vol. 1). Houghton Mifflin.
https://www.fadedpage.com/showbook.php?pid=20190527

5. Constitution of the Republic of Azerbaijan. (1995).
https://natlex.ilo.org/dyn/natlex2 /natlex2/files/download /46125 /AZE-46125.pdf
6. Equal Rights Trust. (n.d.). Case summary - Kuric 1% Slovenia.

https://www.equalrightstrust.org/ertdocumentbank/Case%20Summary%20-
%20Kuric%20v%?20Slovenia.pdf

7. Gellner, E. (1983). Nations and nationalism. Oxford, UK: Basil Blackwell.
https: //www.researchgate.net/publication/234079208 Nations and Nationalism Ernest Gellner

8. Genovese v. Malta, App. no. 53124/09, European Court of Human Rights (2011, October 11).
https://hudoc.echr.coe.int/eng?i=001-106785

9. Hoti v. Croatia, App. no. 63311/14, European Court of Human Rights (2018, April 26).
https://hudoc.echr.coe.int/fre?i=001-182448

10. Kaplan, R. D. (2000). Eastward to Tartary: Travels in the Balkans, the Middle East, and the Caucasus. Random
House. https: //www.amazon.com/Eastward-Tartary-Travels-Balkans-Caucasus/dp/0375502726

11. Karassev v. Finland, App. no. 31414/96, European Court of Human Rights (1999, January 12).
https://hudoc.echr.coe.int/eng?i=001-4592

135


https://www.youtube.com/watch?v=pMCAbKrardk
https://www.reuters.com/world/azerbaijani-leader-sends-karabakh-armenians-armenia-message-cooperation-peace-2023-09-20/
https://www.reuters.com/world/azerbaijani-leader-sends-karabakh-armenians-armenia-message-cooperation-peace-2023-09-20/
https://www.cia.gov/the-world-factbook/countries/azerbaijan/#people-and-society
https://www.cia.gov/the-world-factbook/countries/azerbaijan/#people-and-society
https://www.fadedpage.com/showbook.php?pid=20190527
https://natlex.ilo.org/dyn/natlex2/natlex2/files/download/46125/AZE-46125.pdf
https://www.equalrightstrust.org/ertdocumentbank/Case%20Summary%20-%20Kuric%20v%20Slovenia.pdf
https://www.equalrightstrust.org/ertdocumentbank/Case%20Summary%20-%20Kuric%20v%20Slovenia.pdf
https://www.researchgate.net/publication/234079208_Nations_and_Nationalism_Ernest_Gellner
https://hudoc.echr.coe.int/eng?i=001-106785
https://hudoc.echr.coe.int/fre?i=001-182448
https://www.amazon.com/Eastward-Tartary-Travels-Balkans-Caucasus/dp/0375502726
https://hudoc.echr.coe.int/eng?i=001-4592

Anamur, O.
12.
13.

14.

15.
16.
17.
18.
19.

20.

21.

Social Development:
Economic and Legal Issues No. 12 (2025)

Kuri¢ and Others v. Slovenia, App. no. 26828/06, European Court of Human Rights (2012, June 26).
https://hudoc.echr.coe.int/fre?i=001-111634

Law of Azerbaijan on Citizenship of the Azerbaijan Republic. (1998).
https://adsdatabase.ohchr.org/IssueLibrary/AZERBAIJAN Law%Z200n%20Citizenship.pdf

Ministry of Foreign Affairs of the Netherlands. (2020, July). General country of origin information report:
Azerbaijan.

https://www.ecoi.net/en/file/local/2038448/2020 07 MinBZ NLMFA COI Report Azerbaijan Algemeen a
mbtsbericht Azerbeidzjan.pdf

Monterrey Initiative in Russian Studies. (2021). The Caucasus and the Baltic: The politics of violence and non-
violence [Video]. YouTube. https://www.youtube.com /watch?v=jK]ChRY01pQ

Pashayeva, G. (2024). A year in review: Armenia and Azerbaijan are getting nearer to peace. Transatlantic

Policy Quarterly, 23(3), 20-28. https://Ink.ua/9erngEKep

Presidential Library. (n.d.). The Constitutional Act on the State Independence of the Republic of Azerbaijan.

Independent Azerbaijan. https://republic.preslib.az/en d2.html
Shuka, A. (2024, July 12). How Serbia is eroding the rights of Albanians. Deutsche Welle.

https://www.dw.com/en/passivation-how-serbia-is-eroding-the-rights-of-ethnic-albanians/a-69638770

Sumption, J. (2013, November 20). The limits of law [Speech]. The 27th Sultan Azlan Shah Lecture, Kuala
Lumpur, Malaysia. https://www.sultanazlanshah.com/pdf/2021/SAS Lecture 27.pdf

Swider, K. (2019). Hoti v Croatia: European Court of Human Rights landmark decision on statelessness.
Statelessness & Citizenship Review, 1(1), 184-189.
https://statelessnessandcitizenshipreview.com/index.php/journal/article/download /79/21/

Tabachnik, M. (2019, January). Report on citizenship law: Azerbaijan. Global Citizenship Observatory
(GLOBALCIT), Robert Schuman Centre for Advanced Studies, European University Institute.
https://core.ac.uk/download/pdf/186509876.pdf

136


https://hudoc.echr.coe.int/fre?i=001-111634
https://adsdatabase.ohchr.org/IssueLibrary/AZERBAIJAN_Law%20on%20Citizenship.pdf
https://www.ecoi.net/en/file/local/2038448/2020_07_MinBZ_NLMFA_COI_Report_Azerbaijan_Algemeen_ambtsbericht_Azerbeidzjan.pdf
https://www.ecoi.net/en/file/local/2038448/2020_07_MinBZ_NLMFA_COI_Report_Azerbaijan_Algemeen_ambtsbericht_Azerbeidzjan.pdf
https://www.youtube.com/watch?v=jKJChRY01pQ
https://lnk.ua/9erngEKep
https://republic.preslib.az/en_d2.html
https://www.dw.com/en/passivation-how-serbia-is-eroding-the-rights-of-ethnic-albanians/a-69638770
https://www.sultanazlanshah.com/pdf/2021/SAS_Lecture_27.pdf
https://statelessnessandcitizenshipreview.com/index.php/journal/article/download/79/21/
https://core.ac.uk/download/pdf/186509876.pdf

Social Development: Economic and Legal Issues No. 12 (2025)

e-ISSN 3083-6018

SOCIAL DEVELOPMENT: | &

/AL DEVELOPMENT:

Economic and Legal Issues e

https://www.eu-scientists.com/index.php/sdel

Constitutional and Legal Principles of Jury Functioning: A Comparative

Study

Iryna Kunenko

1*

1 Koretsky Institute of State and Law of the National Academy of Sciences Ukraine (Ukraine). Doctoral
Student, PhD in Law, Associate Professor.

* Corresponding Author, e-mail: i. kunenko@gmail.com

ARTICLE INFO

ABSTRACT

Research Article

DOI:
10.70651/3083-
6018/2025.12.13

Received:

11 November 2025
Accepted:

12 December 2025
Published online:
23 December 2025

Copyright © 2025
by author

08

This is an open
access journal and
all published articles
are licensed under a
Creative Commons
Attribution—
NonCommercial 4.0
International

(CC BY-NC 4.0)

OPEN ACCESS

In contemporary constitutional law, citizen participation in the administration of justice
through jury and lay judge institutions is traditionally regarded as a form of
implementing the principle of popular sovereignty in the judicial sphere. However,
domestic constitutional law scholarship lacks a comprehensive comparative legal
analysis of constitutional models for regulating jury trials, which complicates
determining optimal pathways for developing this institution in Ukraine. The purpose of
this study is to clarify the features of constitutional regulation of the jury trial institution
in foreign countries, identify the main models of such regulation, and determine the
specifics of the Ukrainian constitutional model of popular participation in the
administration of justice. The article systematizes three main approaches to the
constitutional enshrinement of popular participation in justice: direct establishment of
jury trials as an element of the judicial system with definition of its status and
competence; formulation of a general principle of administering justice on behalf of the
people without specifying institutional forms; absence of special constitutional
provisions with delegation of regulation to ordinary legislation. Two main models of lay
judge participation are identified: the classical Anglo-American model with clear
separation of functions between jurors and professional judges, and the continental
model of a unified panel of professional judges and lay assessors. It is established that
states of the Anglo-American legal tradition constitutionally guarantee jury participation
in both criminal and civil cases, while European and post-Soviet countries limit their
jurisdiction primarily to criminal cases. An analysis of constitutional provisions on jury
trials in the USA, Canada, Great Britain, Spain, Belgium, Greece, Denmark, Hungary,
Austria, and post-Soviet states is conducted. It is concluded that Ukraine occupies an
intermediate position in the system of global approaches, as the Constitution does not
limit jury jurisdiction to criminal cases only, creating potential for introducing their
participation in civil proceedings. Constitutional enshrinement provides the jury
institution with enhanced legal protection and links it to the fundamental principles of
popular sovereignty and democratic organization of state power.
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Y cy4yacHOMy KOHCTHUTYLIMHOMY IpaBi ydyacTb IpOMajfdH y 3JilCHeHHI NpaBOCyAAA
yepe3 iHCTUTYTH NPUCS>KHUX Ta HAPOJHUX 3acifiaTesiB TpaAULIIHO PO3rIAALAETHCA K
dopMa peanisanii npuHIUMIy HAPOJAHOTO CyBepeHiTeTy y cyZoBil cdepi. BogHouac y
BiTYM3HAHIN Hayli KOHCTHUTYLiHHOro mpaBa BiJICYTHiIll KOMILJIEKCHUH MOPiBHSJIbHO-
NpaBOBUM aHa/i3 Mojeseldl KOHCTUTYLIHHOIO Dery/IoBaHHs CyAy NPUCHKHUX, L0
YCKJIaJHIOE BU3HAYEHHS ONTHMAJbHUX LIJIAXIB PO3BUTKY LIbOr0 IHCTUTYTY B YKpaiHi.
MeTol0 focCaifKkeHHs1 € 3'iCyBaHHSI OCOOJMBOCTEN KOHCTHUTYLIHHOIO peryJiloBaHHSA
iHCTUTYTY CyAy HNPUCTHKHUX y 3apyOiKHHUX KpaiHaX, BUSIBJEHHS OCHOBHUX MoJeJed
TaKOr'o pery/jI0BaHHSA Ta BU3HAYEHH creliudiky YKpaiHChbKOI KOHCTUTYIiHHOI Mozei
ydacTi HapoAy Vy 3JilicHeHHi mpaBocyAAs. Y cTaTTi CUCTeMaTU30BaHO TPU OCHOBHI
NiAX0AU 10 KOHCTUTYLIMHOTO 3aKpillJieHHs y4acTi HapoJy y NpaBocyJii: 6e3nocepeiHE
3aKpinJieHHs1 Cyly NPUCSKHUX K eJleMeHTY Cy[0BOI CUCTeMM 3 BH3HAaueHHSAM HOro
CTaTycy Ta KoMIeTeHLii; (OpMyJIlOBaHHS 3arajJbHOTO NPUHLOMUNY 3ZAiHCHEHHS
npaBocy /s BiJ iMeHi Hapoay 6e3 KOHKpeTu3alii iHCTUTYHiMHUX PopM; BiiCYyTHICTDb
creLiaJbHUX KOHCTUTYLIMHUX MOJIOKEHb 3 IepefAadelo peryJoBaHHS 3BHYAMHOMY
3aKOHOJABCTBY. BuokpemsieHo ABi ocHOBHiI Mogeni yyacTi HempodeciiHUX cyAfiB:
KJIacU4YHa aHIJIo-aMepHUKaHCbKa MoOJielb 3 UiTKMUM pO3MeXyBaHHAM QYHKLIN
NpUcsHXHUX 1 npodeciiiHoro cynji, Ta KOHTHHEHTaJbHa MoOJesb €JWHOI KoJerii
npodeciiiHux cyaAiB i HapoAHUX 3acifaTesiB. BcTaHOBJIeHO, 1[0 [Jilep>KaBU aHIJIO-
aMepHKaHCbKOI MPaBOBOI TpaAULil KOHCTUTYLIHO rapaHTyIOThb Y4acTb NPUCSKHUX AK
Yy KpUMiHa/IbHUX, TaK i B [UBIJIbHUX CNIpaBaX, TOJi K €EBPONENCHKI Ta NOCTPAAAHChKI
KpalHKU OOMEXYIOTb IX HOPHUCAMKLIID TepeBaXHO KpPUMiHAaJbHUMU CIpaBaMU.
[IpoBefieHO aHasMi3 KOHCTUTYLiMHUX MOJIOXeHb Npo cyA npucsxkHux y CIIA, Kanagi,
Benukiit BpuTasii, Icnanii, Besbrii, ['pewii, llanii, Yropuuni, ABcTpii Ta mocTpaZsasHCbKUX
JlepkaBax. POGUTBLCS BUCHOBOK, 1110 YKpalHa 3aliMae NpOMi>kHe CTAHOBHUILE y CUCTeMI
CBITOBUX IiIX0/iB, OCKiJIbKM KOHCTUTY1i He 06MeXY€ I0PUCAUKILI0 PUCTKHUX JIUILE
KpHMMiHaJbHUMH CIIpaBaMHy, 1[0 CTBOPIOE MOTeHLiaa AJif 3alpoBaJpKeHHs X y4acTi y
LMBIJIbHOMY CyA04YHHCTBI. KOHCTHTYLiliHe 3aKpinJieHHs HaZa€ iHCTUTYTY NPUCTKHUX
MiJIBUILIIeHUN TPAaBOBUI 3aXUCT Ta MOB’A3y€ Horo 3 GyHJaMeHTAJIbHUMU IPUHLUTIAMU
HapOJHOTO CyBepeHiTeTy Ta AeMOKpPaTHU4YHOI opraHisanii gepaBHoi BJaJu.

KJ/IIOYOBI C/IOBA

CyZ, TPUCSIKHUX, KOHCTUTYILiMHe perysoBaHHs NpaBOCyAJs, HApoJHi 3acizareui,
CyZl0Ba CUCTeMa.
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1. Introduction

The constitutions of a number of states enshrine the participation of representatives of the people
in the administration of justice through the institutions of the jury and people’s assessors. In the science
of constitutional law, such participation is traditionally considered as a form of implementation of the
principle of popular sovereignty, a mechanism of democratic legitimation of the judiciary and an
additional guarantee of ensuring a balance between the interests of the state and human rights. as an
institutional mechanism of democratic control over the administration of justice and as a guarantee
against excessive concentration of state power in the judicial sphere [13, p. 23].

The constitutional regulation of the institution of a jury trial is characterized by a significant
variety of models formed within different legal traditions. In modern conditions, this institution is of
particular importance in the context of strengthening the requirements for the independence of the
judiciary, the openness of judicial proceedings and public confidence in court decisions. In the domestic
constitutional and legal doctrine, the study of the jury trial was carried out mainly in procedural,
historical, legal and organizational-structural aspects, while the issues of constitutional regulation of
this institution in the comparative legal dimension require further scientific understanding to determine
the optimal model of its functioning in the legal system of Ukraine.

In this regard, the need for a comparative legal study of the constitutional principles of regulating
the institution of a jury trial, determining its main models and clarifying the specifics of the Ukrainian
constitutional model of people’s participation in the administration of justice, taking into account
modern world trends, is actualized.

2. Literature Review

A fundamental contribution to the understanding of the political and legal nature of the jury trial
was made by A. de Tocqueville, who in his classic work of 1895 substantiated the thesis of the jury trial
as a tool for the democratization of society and the education of civic responsibility [22]. Among modern
researchers, special attention should be paid to the works of ]. M. Van Dyck, who considers the jury trial
as a mechanism of “final protection” of a person from state arbitrariness and additional legitimation of
court decisions [25]. This concept allows us to interpret the constitutional consolidation of the jury trial
not only as a procedural guarantee, but as a fundamental element of the system of checks and balances.
H. A. Vargas analyzes the trial by jury in the context of the public right of citizens to participate in the
exercise of state power, emphasizing the constitutional and legal nature of this institution [26]. Ph.
Traest highlights the historical and political background to the introduction of the jury trial in Belgium,
emphasizing its role as a guarantee against state injustice [23]. This study demonstrates the relationship
between the constitutional consolidation of the jury trial and the political context of its implementation.
In his monograph, N. Vidmar conducted a comparative analysis of jury trial systems in different
countries of the world, revealing common and distinctive features of their functioning [27]. V. P. Hans
focuses on the various jury trial systems in the world, examining their functional features and efficiency
[12].

In domestic studies, the jury trial is considered as part of the constitutional democracy and legal
order of Ukraine, focusing on the issues of formation, activity and legal status of jurors. Thus,
[. M. Zharovska emphasizes that the jury court ensures the representation of public values in court
decisions and contributes to the formation of the legal culture of citizens, analyzing the modern
legislation of Ukraine, procedural regulation [29]. V. Kovalchuk considers the jury trial as an institution
of direct democracy in the Ukrainian legal space, emphasizing that although the participation of citizens
in justice is constitutionally enshrined, its practical implementation is significantly limited, which
requires the introduction of the classical model and the improvement of procedural support [15].

The analysis of dissertations allows us to distinguish theoretical, legal and practical aspects of the
functioning of the jury trial. I. R. Volosko examines the historical foundations of the formation and
development of the jury trial in Ukraine, in particular, the peculiarities of the formation of the system
and its transformation in the context of legal reforms [28]. The works of A. A. Solodkov are devoted to
the theoretical foundations and practice of jury proceedings, in particular, the analysis of the role of
juries in criminal proceedings and the problems of their application in the Ukrainian legal field [19; 20].
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A generalized review of the literature demonstrates that the jury trial is considered as an
important institution of constitutional democracy, which ensures the participation of citizens in the
administration of justice, but the practical mechanisms of its constitutional and legal consolidation in
national legislation require further scientific understanding and improvement.

3. Problem Statement

Despite the presence of a significant array of scientific works devoted to the institution of jury
trial, in modern legal doctrine, research of this institution is mostly carried out through the prism of
constitutional, legislative and by-laws, as well as the practice of their application. At the same time, the
systematic analysis of the constitutional regulation of the jury trial as an independent institution of
constitutional democracy remains limited, especially in the comparative legal aspect.

Within the framework of this scientific article, the task is to investigate the constitutional and legal
nature of citizens’ participation in the administration of justice through the institution of a jury trial, to
outline the importance of this institution for ensuring democratic justice, to identify the main models of
its constitutional consolidation in foreign countries and to determine the features of the Ukrainian
approach to the functioning of the jury trial.

The implementation of this task involves clarifying the content and scope of constitutional norms
that regulate the trial by jury, identifying common and distinctive features of foreign models and
formulating generalized conclusions about the role of this institution in the system of constitutional
guarantees of democratic justice.

4. Methods and Materials

In the process of research, a complex of general scientific and special legal methods of cognition
was used. In particular, the system method is used to analyze the institution of a jury trial as an element
of the mechanism for implementing the principle of democracy in the field of exercising judicial power.
The comparative legal method is used to identify common and distinctive features of constitutional
models of consolidation of the institution of jury trial in states of different legal traditions. To study the
content and scope of constitutional norms regulating the participation of the people in the
administration of justice, the formal legal method was used, which made it possible to analyze the
structure, formulations and legal significance of the relevant provisions of the constitutions. The
structural-functional method is used to clarify the role of the jury in the system of constitutional
guarantees of democratic justice.

The theoretical basis of the study is the works of domestic and foreign scientists in the field of
constitutional law and the theory of state and law, devoted to the problems of people’s participation in
the administration of justice. The normative framework is formed by the constitutions of Ukraine and
foreign countries, which enshrine the institutions of the jury or people’s assessors, and the research
materials include doctrinal sources and the results of comparative legal research in this area.

5. Results and Discussion

Depending on the degree of normative specification of the participation of the people in the
administration of justice in the basic law of the state, the following approaches to constitutional
regulation can be distinguished: 1) direct consolidation of the jury trial as an element of the judicial
system, determination of its status, competence and scope of application; 2) formulation of the general
principle of the administration of justice on behalf of the people without specifying the institutional
forms of such participation, which determines their further regulation at the level of ordinary
legislation; 3) the absence of special provisions on the participation of jurors or people’s assessors, in
which the admissibility and parameters of the involvement of non-professional judges are determined
exclusively by the legislator or are not determined at all.

The first approach is characteristic of the states of the Anglo-American legal tradition, where the
jury trial has historically been formed as a fundamental constitutional guarantee and has received a
detailed consolidation at the level of the basic law. The second approach is inherent in the majority of
continental European states, which recognize the principle of popular participation in justice, but
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delegate the definition of specific forms of its implementation to the legislator. The third approach is
observed in states where the participation of the people in justice is either absent at all, or is
implemented exclusively at the legislative level without constitutional consolidation of the principle of
popular sovereignty in the judicial sphere.

In comparative constitutional law, there are two main models of participation of non-professional
judges - the classical model (the Anglo-American system) and the continental model (European) [19;
23; 27]. The classical model of a jury trial is based on a clear functional separation of competence
between a jury panel and a professional judge. Within this model, the jury independently makes a
verdict on the guilt or innocence of the accused without the participation of a judge, while a professional
judge, on the basis of such a verdict, carries out the legal qualification of the act and determines the type
and measure of punishment. The jury’s verdict, as a rule, is unmotivated and can be canceled only in
case of significant violations of procedural law, which leads to its increased stability in the system of
court decisions [16; 17]. This model was historically formed in the legal orders of the Anglo-Saxon legal
family and developed in the constitutional and legal systems of the United States, Canada and Great
Britain. Some of its elements were also received in a number of continental states, in particular in Spain,
where the jury has a normatively defined procedure for adopting a reasoned verdict.

The continental model is characterized by the unity of the panel of judges, which is made up of
professional judges and representatives of the people, who participate in all stages of the process and
exercise their powers for a specified period of time. This panel not only jointly decides on the issue of
guilt or innocence, but also on the issue of qualification of crime and punishment. That is, non-
professional judges participate in the consideration of the case together with professional judges as
equal members of the court [27, p. 726]. Such non-professional judges who participate at all stages of
the proceedings are referred to in the legislation of foreign countries as “lay judges” or “Schoffen”, the
latter being a German term translated as “lay assessors” or “special members” [18, p. 67].

From the point of view of subject matter jurisdiction in comparative law, two models of the
application of the jury trial are clearly distinguished. The first model involves the participation of juries
in both criminal and civil cases. It is characterized by the fact that juries participate in criminal cases to
establish guilt and in civil cases to establish factual circumstances and responsibility, and the
competence of jurors in civil cases is usually dispositive. This model is typical primarily for the USA,
Canada and partly Great Britain. The second, more common model in Europe involves the involvement
of juries only in criminal proceedings, usually in cases of serious crimes. Limiting the participation of
juries exclusively to criminal cases has constitutional and theoretical significance, since it indicates that
in most European legal orders, the jury trial is not considered as a general mechanism for the
democratization of justice, but is perceived as a special tool of public supervision over the
implementation of criminal prosecution by state bodies.

A special place among the states with the classical model of a jury trial is occupied by Great Britain,
whose legal system is not based on a single written constitutional act. At the same time, the right to a
trial by jury is traditionally recognized as a fundamental constitutional principle of common law, which
originates from the Magna Carta of 1215 and retains its constitutional significance in the modern legal
order [10, p. 156]. In the current English judicial system, juries are primarily involved in indictable
offences in the Crown Court, as well as, in exceptional cases, in certain categories of civil cases, in
particular cases of libel or unlawful deprivation of liberty. The normative formalization of this principle
at the level of statutory law is carried out, in particular, by the Law on Juries of 1974, which determines
the procedure for the formation and participation of juries in the administration of justice [14].

In other states of the Anglo-American legal tradition, the institution of a jury trial was directly
enshrined at the level of written constitutions. Thus, in the United States of America, the most extensive
constitutional regulation of this institution is contained in the Basic Law: Article Il], Section 2 establishes
the obligation to consider criminal cases by a jury; Amendment VI guarantees the right to a speedy and
public trial by impartial juries in criminal proceedings; Amendment VII provides for the right to a trial
of civil cases by a jury provided that the established property threshold is exceeded [8; 13]. In Canada,
the right to a jury trial is enshrined in Article 11 of the Canadian Charter of Rights and Freedoms of 1982
and is guaranteed in criminal cases in which a sentence of imprisonment of five years or more is possible
[2]. Thus, the classical model of jury trial is characterized by a high level of autonomy of the jury, a clear
delineation of procedural roles and, in a number of states, detailed constitutional regulation of the scope
of its application in both criminal and civil proceedings.
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Among the member states of the European Union, only a few countries have enshrined the
institution of people’s participation in justice in the Basic Law. Thus, Article 150 of the Constitution of
Belgium establishes a jury trial in all criminal cases and in cases of political crimes and crimes of the
press [1]. As K. Van den Wyngaert notes, the introduction of a jury trial in Belgium was motivated by
political considerations as a guarantee against state injustice [24, p. 31]. Article 97 of the Constitution
of Greece establishes the possibility of citizen participation in justice through a system of mixed courts,
where three professional judges and four lay assessors together participate in the consideration of
serious criminal cases [5]. Section 65 of the Danish Constitution provides for the mandatory
participation of citizens through the institution of lay assessors in criminal proceedings [3], and the
Basic Law of Hungary establishes that lay judges also participate in the administration of justice in cases
determined by law [21].

Particular attention should be paid to the experience of Austria, where Article 91 of the Federal
Constitutional Law introduces a dualistic model of popular participation in justice. Part 1 of this article
enshrines the general principle: “The people must participate in the administration of justice.” Part 2
constitutionalizes the classical model of jury trial (Geschworenengerichte) for crimes for which severe
punishment can be imposed, as well as for all political crimes, where the question of the guilt of the
accused is decided by the jury independently of professional judges. At the same time, Part 3 provides
for the Schoffengerichte model of the court of assessors (Schoffengerichte) for other criminally
punishable acts, if the measure of punishment may exceed the limit defined by law, where citizens and
professional judges form a single panel [11]. Such a differentiated approach allows the Austrian
constitutional system to flexibly combine the political function of popular control, implemented through
classical juries in the most socially significant cases, with the procedural efficiency of mixed courts for
less serious torts. The constitutional model of Spain combines the recognition of juries as a democratic
element of the judiciary with a continental approach to the organization of justice, which determines
the limitation of the scope of their application to criminal proceedings and the subordination of the
detailed regulation of this institution to ordinary legislation [7].

In post-Soviet countries, except for Ukraine, the participation of the people in the administration
of justice is determined by the constitutions of Kazakhstan, Kyrgyzstan, Belarus and Russia. Thus, part
3 of Article 59 of the Basic Law of Georgia establishes that the consideration of cases by general courts
is carried out with the participation of a jury in cases and in the manner determined by law [4]. And part
2 of Article 75 of the Constitution of the Republic of Kazakhstan provides that in cases provided for by
law, criminal proceedings are carried out with the participation of jurors [7]. Article 58 of the Basic Law
of the Kyrgyz Republic stipulates that everyone has the right to have a case heard by a court with the
participation of jurors in cases provided for by law, and Article 94 provides for the right of citizens to
participate in the administration of justice [6]. The analysis of the constitutional provisions of the post-
Soviet states indicates the dominance of the model of the general principle of people’s participation in
justice with the delegation of the specification of the forms and procedure of such participation to an
ordinary legislator.

In Ukraine, the constitutional principles of people’s participation in the administration of justice
are enshrined in Articles 124 and 127 of the Constitution of Ukraine. Part 4 of Article 124 of the Basic
Law establishes: “The people directly participate in the administration of justice through a jury.” Article
127 of the Constitution specifies the organizational forms of such participation, determining that “in
cases determined by law, justice shall be administered with the participation of a jury” [9].
Generalization of the content of these constitutional provisions allows us to single out several
fundamental features of the Ukrainian model. Firstly, the Constitution of Ukraine does not specify the
subject jurisdiction of juries, not limiting their participation exclusively to criminal cases. Article 124
establishes that the jurisdiction of the courts extends to any legal dispute and any criminal charge, and
in cases determined by law, the courts also consider other cases. This distinguishes the Ukrainian model
from most European states. Secondly, the Constitution delegates to the legislator the definition of
specific cases of jury participation in the administration of justice (“in cases determined by law”), which
is typical for the continental approach to the regulation of this institution. Thus, Ukraine occupies an
intermediate position between the Anglo-American and continental models of constitutional regulation
of jury trials.

It should be noted that the constitutional consolidation of the participation of the people in the
administration of justice is not a generally accepted world practice. The analysis of the Basic Laws of the

142



Social Development:

Kunenko, 1. Economic and Legal Issues No. 12 (2025)

European Union and post-Soviet countries shows the existence of a significant group of states in which
the participation of citizens in the administration of justice has not received direct constitutional
consolidation, but is implemented at the level of ordinary legislation, as a rule, on the basis of laws on
the judiciary and procedural codes. Such states include, in particular, Germany, France, Sweden, as well
as a number of post-Soviet countries. The absence of constitutional consolidation does not mean the
absence of the institution of popular participation in justice as such. In Germany, for example, the
institute of Schoffen is widely used - non-professional judges who, together with professional judges,
form a single panel and participate in resolving both factual and legal issues. A similar practice exists in
France, where lay jurors (jurés populaires) participate in the adjudication of the most serious criminal
offences before the Cour d’assises. Such a model of legal regulation provides the legislator with
maximum flexibility in determining the parameters of popular participation in justice, allowing this
institution to be adapted to changing social needs without the need to amend the constitution. At the
same time, it deprives the institution of jury of increased constitutional and legal protection, which may
lead to its weakening or even abolition in the event of a change in the political situation.

6. Conclusions

The comparative legal analysis indicates the absence of a universal model of constitutional
consolidation of the participation of the people in the administration of justice, as a result of which
different approaches to the regulation of the institution of jury trials have been formed in the world legal
order. Only some states, primarily the countries of the Anglo-American legal tradition, have
constitutionalized the jury trial as an independent element of the judicial system with a clear definition
of its status, scope and procedural role, which led to the formation of a classical model with the
separation of powers between the jury and the professional judge. In most European and post-Soviet
states, the continental approach dominates, in which the participation of non-professional judges is
limited to criminal proceedings and detailed at the level of ordinary legislation. Ukraine occupies an
intermediate position between these models, combining the constitutional recognition of the
participation of the people in the administration of justice with the delegation to the legislator of the
definition of specific forms of its implementation, which creates the potential for further development
of the institution of the jury as a component of democratic justice and a mechanism for increasing public
trust in the judiciary.
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