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STATE OF ECONOMIC SECURITY AND
DIRECTIONS OF RESTORATION SOCIO-
ECONOMIC DEVELOPMENT AND FOOD
SECURITY IN THE CONDITIONS OF WAR

ABSTRACT

The purpose of the article is to determine the state of economic security, ways to ensure
its level, and ways to restore socio-economic development under the cumulative impact
of threats. In order to realize this goal, an expert assessment of the components of
economic security provided and the need to take into account the component of mili-
tary-economic security indicated. It indicated that the task of neutralizing threats to
military and economic security opens up new windows of opportunity, in particular op-
portunities in ensuring socio-economic development. Prerequisites for the use of oppor-
tunity windows are defined. The dynamic nature of threats of war that require institu-
tional measures for permanent monitoring of dynamic threats, their operational analyt-
ical assessment and the introduction of tactics to neutralize threats and reduce their
long-term negative impact, are indicated. An analysis of the state economic security
provided, directions for improving this state by components of economic security indi-
cated. The main factors on which the well-being of the country's population depends
are determined, the effects of crises on the indicators of the levels of income and ex-
penditure of the population analyzed, and the drivers of the deterioration of well-being
are established. It noted that the deterioration of the socio-economic situation of house-
holds led to the narrowing of the domestic market, which had a negative impact on the
functioning of SMEs. It indicated that this created a negative inverse multiplier effect on
the well-being of the population. The negative effects of the crisis, which led to a re-
duction in production volumes in the agricultural sector, were identified. It indicated
that this significantly limited the ability of the branch to fulfil food security tasks. Pro-
posed ways to reduce the negative impact of war on agricultural production to ensure
food security. The directions and recommendations for economic and food security and
restoring socio-economic development are specified.

Keywords: economic security, socio-economic development, food security, directions
of economic recovery, influences of war

JEL Classification: E20, E31, 149, M21, 011, 023

INTRODUCTION

Martial law conditions have a serious impact on the socio-economic development, eco-
nomic and food security of the country. Military conflicts lead to the destruction of in-
frastructure, a decrease in production and economic activity, loss of life and property,
as well as population displacement and exacerbation of social problems. The dynamic
nature of war threats not only requires institutional measures for their permanent mon-
itoring, operational analytical assessment and the introduction of appropriate institu-
tional measures but also opens windows of opportunity, in particular, in neutralizing
some negative effects on the level of economic security and ensuring socio-economic
development.

Restoring the economy and food security requires significant financial resources and
investments. One of the key factors of recovery is the optimal management of budget
resources. The military conflict distorts the country's economic system, leading to a
decrease in income, an increase in the budget deficit, and an increase in the public debt.
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For effective recovery, it is necessary to attract external financial resources, such as loans, grants, and investments in
order to support economic reforms, recovery of production and infrastructure.

Investment is another important determinant of post-war recovery. Foreign investments can provide the necessary tech-
nological base, new jobs, increase production efficiency and development of new sectors of the economy. The right in-
vestment policy, which is aimed at sustainable development and ensuring recovery, can become a necessary tool for
reforming the economy after the war.

Under martial law, the financial system is often opaque, unstable and inefficient. The reforms should be aimed at creating
a stable and transparent financial system that ensures the confidence of investors and entrepreneurs.

Food security is also an important aspect of post-war recovery. Economic crises, the COVID-19 pandemic, and military
operations have led to significant difficulties in the production of agricultural products and their supply to consumers,
destruction of agricultural infrastructure, loss of crops and increased dependence on food imports. To ensure food security,
it is important to restore the agricultural sector, provide support to agricultural enterprises, and ensure access to credit
and innovative technologies.

LITERATURE REVIEW

The study of issues of economic security, and its component - food security and socio-economic development can be
traced in the works of many Ukrainian researchers. General theoretical aspects of the specified problem were investigated
by scientific teams led by Ilchuka (2018), Bobukh (2018) and Vozniak (2021). They raise issues of a theoretical nature,
the solution of which requires national and international joint efforts. In their opinion, in conditions of instability, it is
necessary to introduce an innovation-investment system approach, structural changes in the economy, and the use of new
approaches by institutional structures. Shemayeva et al. (2023) investigated the methodological aspects of ensuring eco-
nomic stability in the conditions of war and indicated that the factors that form negative effects during martial law "partly
arose in the pre-war period (low adaptive capabilities of the Ukrainian economy to the conditions of martial law, institutional
defects and traps that inhibited its reformation and conditioned the existence of disparities in the pre-war period, etc.)."
Antoshkin and others (2022) pointed to the structuring of economic security and defined its "structural blocks: international
politics, world economy, globalization processes; economic, state and public institutions; resources and productivity; ide-
ology, strategies and models of the country's development." Redziuk (2023) indicated the correlation between business
activity and "the quality of state regulation, provision of a wide range of relevant financial and investment instruments"
due to which problems and factors inhibiting the development of business activity in Ukraine were identified, which directly
affects the state of economic security and social - economic development. Maiorova (2013) indicated the importance of
economic security in improving the investment climate of Ukraine and related financial and credit leverage. The same
aspect was also emphasized by Brezhnyeva-Yermolenko et al. (2018), deepening the disclosure of the problem of invest-
ment in the national economy by commercial banks. Summarizing the need not only to ensure the legal basis for regulating
the specified processes, Borshchevskyy et al. (2022) focus research on the identification of various elements of the financial
and investment potential, namely: "... the financial and budgetary capacity of the region, the potential investment capacity
of its market, the ability to attract resources through co-financing and lending." Socio-economic problems of regional
development in Ukraine, according to Martynovych (2023), require the classification of the entire research database into
three separate periods, hamely: pre-war, post-war and post-war, with which we agree.

The full-scale war created new threats not only to economic security, and socio-economic development but also to the
provision of food to the population. The specified conditions and threats were studied by Rebryk et al. (2023) and based
on the results of their analysis indicated the "necessity of modelling and forecasting the dynamics of the economy of
Ukraine in the medium term in order to develop government decisions to ensure the economic security of the state." This
thesis is supplemented and expanded in the presented article. Romanovska and others (2022) indicated that the manage-
ment of socio-economic processes is complicated by "the long-term economic crisis caused by the destruction caused by
the Russian regime and the slowdown of business activity earlier - as a result of the COVID-19 pandemic." The negative
consequences of the crisis are indicated: "unbalance of the national financial system (uncontrolled growth of the budget
deficit, which as a result of military actions crossed a critical line), opacity and corruption schemes in certain sectors of the
economy, which led to significant financial frauds, illogicality and inconsistency of government reforms," etc. This required
a detailed study in the presented article. Mazaraki et al. (2022) analyzed the threats of war to economic security and
indicated that there is a significant dynamic of the "trade balance deficit. The specified dynamics are determined by the
reduction of imports at lower rates than exports." Buriak et al. (2022) pointed to "significant disparities in the achievement
of social and economic development of Ukraine." These disparities have not only a regional but also an industry dimension,
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as indicated in the presented article. Chernyshova et al. (2022) studied the prospects of investments and obtaining loans
by Ukrainian manufacturers. Ohrenych and others. (2023) analyzed the impact of a decrease in the level of economic
security on the competitiveness of domestic enterprises in war conditions. It is stated that "enterprises will have to take
radical actions to reduce profits." Onyshchenko and others. (2023) indicated that the war led to a "socio-economic crisis,
which is characterized by a weakening of the macroeconomic balance, an increase in social tension, and a drop in the
standard of living of the population." The most dangerous threats are: "the fall in the standard of living and the impover-
ishment of the population due to a sharp drop in the purchasing power of Ukrainians; the increase in unemployment due
to the drop-in business activity; the outflow of the population from permanent places of residence and the loss of perma-
nent work due to the migration crisis".

The issue of food security of the country's population during the crisis occupies a special place, which was discussed in
the article by Bioko et al. (2022) and indicated that food security is a component of economic security and forms the
prerequisites for socio-economic development. Bioko and others (2022) also indicated the needs of the agrarian industry
for the proper provision of food security, in particular, foreign assistance "in demining and recreation of fertile lands of de-
occupied territories; providing preferential loans to farmers for the restoration of equipment and production facilities dam-
aged or destroyed as a result of hostilities; provision of preferential loans by foreign investors for the restoration of the
infrastructure of storage, transportation and processing of products." Kovalova (2020), note that it is necessary to intro-
duce appropriate changes in the operational management of food safety issues, both normative and methodical. The same
opinion is held by Pashchenko (2022), adding an analysis of factors that can negatively affect the economy of the country,
regions, food producers and the population. Thus, scientists and specialists pay the main attention to separate issues, and
not to a comprehensive study of the financial and investment determinants of the restoration of socio-economic develop-
ment and food security in the conditions of martial law, which served to select the goal and object of research.

AIMS AND OBJECTIVES

The purpose of the article is to determine the state of economic security, directions for ensuring its level and directions
for restoring social and economic development under the combined influence of threats. The tasks of the article are to
define: the components of economic security and their state, first of all, the state of food security; the impact of war
threats on economic security by its components; areas of neutralization of threats to economic and food security; devel-
opment of recommendations for the restoration of socio-economic development.

METHODS

In the course of the research, general scientific and special methods of cognition were used: hermeneutic regarding the
analysis of the effects of war on the state of economic security; analysis and synthesis to determine the state of food
security and investment climate in the country; induction and deduction regarding the development of proposals and
clarifications for the purpose of socio-economic development and food security. The method of critical analysis made it
possible to indicate directions for neutralizing threats to economic and food security and to develop recommendations for
the restoration of socio-economic development.

RESULTS

The analysis was carried out taking into account the refined classification of the research periods. The authors suggest the

following research periods:

= 2010-2014 — pre-occupation period;

= 2015-2019 — the period of partial occupation of the territory of Ukraine;

= 2020-2021 - the period of Covid-19;

= 2022 and until now - the period of full-scale hostilities on the territory of Ukraine. In the absence of data on some
indicators, the calculation was made for 2022.

The introduction of the third period made it possible to assess the cumulative impact of various threats (COVID-19, military
actions) on the well-being of the population, capital investments, the dynamics of the gross domestic product, etc.

The state of economic security in the conditions of war is determined by the ability of the economy to withstand internal
and external challenges, to ensure the appropriate level of competitiveness on the global market and the stable and
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balanced functioning of all industries. This state at the beginning of a full-scale war was supported by the resources formed
in previous times and international aid. During the transition of the aggressor to a war of attrition, the impact of military
actions on the state of economic security was supplemented by the bombing of critical infrastructure, in particular infra-
structure for export purposes, tactics of destroying the socio-economic component of national security and promoting the
formation of economic disparities. The aggressor analyzes the actions of the government and military administrations and
applies operational manoeuvring with the tools of hybrid warfare, purposeful development and use of new types of threats
to economic security. The dynamic nature of the threats of war, and changes in their influence by direction, determine the
dynamic nature of changes in previously much more stable economic categories, such as economic security and socio-
economic development. This requires institutional measures to monitor dynamic threats, their operational analytical as-
sessment and the introduction of tactics to neutralize threats and reduce their long-term negative impact (Shevchuk,
Omelchuk, 2023).

The National Institute for Strategic Studies compiled a list of threats by components of economic security under martial
law and assessed their relative weight (Table 1).

Table 1. Threats by components of economic security and their relative weight. (Source: based on data from the National Institute for Strategic
Studlies, 2023)

N2 Components of economic security The relative weight of components of economic security, %
1 Social security 22
2 Financial security 16
3 Macroeconomic security 14
4 Food security 14
5 Foreign economic security 12
6 Investment and innovation security 12
7 Production safety 10

Challenges of war lead to the need to take into account one more aspect of economic security, which was left out of the
attention of the experts of the National Institute of Strategic Studies - military-economic security. This component of
economic security can be defined as a set of institutional measures that ensure urgent and strategic military-economic
needs within the established time limits and at the appropriate level. Indicators of military and economic security can be
defined as the ability of the economy to produce the necessary weapons and supplies; supply the troops with the appro-
priate amount and nomenclature of food supply, seasonal clothing, ammunition, and other necessary resources; the level
of formation of operational reserves and the level of providing military production with labour resources. The availability
and volume of strategic and tactical reserves are also an indicative indicator. The need to produce and supply the army
with everything necessary in wartime can stimulate the economy, solve the problem of unemployment, and ensure the
sustainability of socio-economic development even in conditions of significant threats. At the same time, it should be taken
into account that the economic principles of labour to meet military needs are not identical to the economic principles of
peacetime labour, in particular, given that the result of labour is a public product "military service" (Shemayeva et al.,
2023). This will affect the assessment of budgetary resources for the fulfilment of the specified tasks.

This indicates the expediency of implementing a systemic approach in the use of resources for the complex neutralization
of threats in various components of economic security. This also indicates that war not only creates threats but also opens
new windows of opportunity, in particular opportunities in ensuring socio-economic development. The problem with the
use of windows of opportunity is that due to the dynamics of changes in the conditions of the state of war, they are
unstable, therefore, for the effective use of all opportunities, anticipatory analysis, forecasting and operational provision
of measures and the formation of prerequisites for their successful implementation, preparation of resources, etc. must
be implemented. For this purpose, the relevant institutional structures should be assigned the duties of implementing the
specified tasks, given powers and defined responsibilities. Implementation of the specified direction requires the imple-
mentation of relevant political decisions.

Today, experts consider the level of the state budget deficit and, accordingly, the growth of external debt, the rate of
which is increasing, as the cost of external borrowings increases, to be one of the most significant risks for the state of
economic security. This is a multiplier of the specified threat to the state of economic security due to the need to repay
and service loans. The situation is complicated by the fact that, according to the forecasts of the National Bank, revenues
from exports will decrease. For example, for one of the main commodity items of export - agricultural products, as a result
of the decrease in world prices. Thus, in the 3rd quarter of 2024, according to the forecasts of the National Bank, prices
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for wheat (Wheat K C Hard National) will decrease to the level of the 3rd quarter of 2021, and for corn (Corn Yellow #2
Del. US Gulf) even to the level of 4 quarter of 2020 (Mazaraki et al., 2022). This requires increasing the efforts of institu-
tional structures to find new ways of obtaining financial resources, optimizing budget expenditures, and forming a rational
structure of the country's debt. A promising way to optimize costs is to abandon the predominant support of export-
oriented industries and direct budgetary resources to the development of small businesses, FOP, and the encouragement
of innovative areas of activity. This is expedient, in particular, given the fact that supporting the export of main products
with low-added value contributes to the rooting of the commodity-based nature of the economy. One of the indicated
ways can also be a purposeful policy on obtaining reparations from the aggressor and attracting his confiscated financial
resources.

A component of economic security, as indicated in Table 1, is investment and innovation security. Therefore, it is necessary
to create a state program to attract investments, first of all, in such a reliable direction of investment as the restoration of
infrastructure, in particular, in the construction sector. Restoration of destroyed infrastructure objects: roads, bridges, and
energy enterprises are relevant already today, but in the post-war period, due to the huge volume of work and profits, the
construction sector promises to be significant. Investments in the restoration of infrastructure can contribute to the resto-
ration of sustainability of economic security and socio-economic development in the conditions of war. That is why the
expedient direction of restoring socio-economic development is to increase the efforts of institutional structures to promote
investments, especially in promising sectors of the economy. A necessary direction of investment is also the promotion of
the development of the domestic market, which can become a multiplier in improving the socio-economic component of
the country's economic security.

At the same time, the risk of a drop in the standard of living of the population, which is observed according to the main
indicative indicators, is significant. The reduction of labour and financial resources and the level of material and technical
support of critical areas of the economy and the military are also significant. There are significant uncertainties in the
challenges of military actions: the time and resources needed to restore economic activity in the liberated territories; the
level of danger in logistical ways; disproportions in production and business activities due to distance from the war zone,
etc. Significant uncertainty is also characterized by a decrease in the level of employment in the industry due to the
occupation of centres of concentration of industrial production, relocation of enterprises, narrowing of sales markets, etc.
In particular, the difficulties of employing qualified specialists in connection with the above lead to deformation in the field
of labour resources, an increase in the level of unemployment and the impoverishment of the population, which is a new,
previously unexplored impact of the war. After the start of the full-scale war, unemployment significantly exceeded the
critical level of ~9%, which poses a significant challenge to socio-economic security. The long-term impact of this threat
is due to the war, in particular, because the military actions led to the slowdown and even the shutdown of a significant
number of Ukrainian companies, and ~21% of entrepreneurs were forced to change the type of economic activity. The
decline in the standard of living of the population is also provoked by counter-directed measures of tax policy - for declaring
a reduction in the tax burden, in particular, on labour, reducing tax rates to 10%, etc., new taxes are introduced and
previous tax cancellations are introduced (fuel excise tax, real estate sales tax, etc.). Socio-economic development requires
a predictable tax policy, which also takes into account the social consequences of the decisions of institutional structures.

In accordance with the specified goal, we conducted a thorough study of the factors that affected the deterioration of the
country's financial and investment climate and the socio-economic situation of the population by comparing the indicators
of the Inflation Index, the devaluation of the hryvnia against the US dollar (Figure 1), dynamics of capital investments,
property damage received by state, municipal institutions, enterprises and organizations, and the country's population.
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Figure 1. Comparison of Inflation Index and Growth Rate of Real Wages, %. (Source: based on data from the https.//index.minfin.com.ua/)
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Figure 1 shows a deterioration in the financial and economic situation. Comparing the indicators of the Hryvnia Inflation
and Devaluation Index, we note that they increased almost equally and amounted to 7.222 and 7.241 starting from 2007
to March 2023. One of the important factors was the devaluation of the hryvnia against the USD by 4.606 times, especially
starting from 2014 and to this day. That is, all monetary physical accumulations, deposits and bank accounts in the national
currency led to huge irreparable losses.

The well-being of the country's population depends on several main factors: the average monthly income per person, and
prices for basic products, goods and services (Table 2). The higher the level of income, the greater the wealth and the
better provision of everyday human needs. On the contrary, the higher the level of prices with an unchanged trend of
income, its decrease or its slight increase, a person cannot fully provide himself with everything he needs. So, only in
2021-2022, the cost of fuel increased by 70%, which became the driver of price growth for almost all types of goods,
including the increase in food prices - by 29.3% (BBC News Ukraine, 2023).

Table 2. Impacts of crises on indicators of income and expenditure levels of the population, UAH. Notes: * - all indicators of the Indexes are
calculated until 2010; 1 - according to the data of the State Statistics Service of Ukraine (SSCU); 2 - according to the data of the Pension Fund of Ukraine

authors calculated)

On average for
The period
. of full-
Indicators* Pre-occu- T!1 e period o_f Par- | yhe period | scale hos- Index change
; tial occupation of . o,
pation pe- the territory of of Covid- tilities on
riod ory 19 the terri-
Ukraine
tory of
Ukraine
A 1 2 3 4 5=2/1 | 6=3/2 | 7=4/3 | 8=4/1
Average monthly salary1, UAH 2928.6 7168.7 12802.7 15679.53 2.4 1.8 1.2 5.4
Average monthly salary2, UAH 2647.0 6286.7 11667.0 13399.6 2.4 1.9 1.1 5.1
Minimum salary4, UAH 1099.2 2814.8 5750.0 6700.0 2.6 2.0 1.2 6.1
Average monthly total expenditure per 3598.5 7158.1 10383.5 0.0 2.0 15 0.0 0.0
household, UAH
Average monthly total resources per one 4102.6 8331.7 13461.4 0.0 2.0 16 0.0 0.0
household, UAH ’ ) ) ) ’ ’ ’ )
Cpnsumer price indices for goods and ser- 108.9 235.0 301.9 406.9 22 13 13 3.7
vices to December 2010
including:
E‘;‘fss'”g' water, electricity, gas and other 117.1 468.8 643.2 713.6 4.0 14 1.1 6.1
Transport 131.0 274.6 337.6 499.4 2.1 1.2 1.5 3.8
Food and non-alcoholic beverages 104.6 206.8 267.1 391.2 2.0 1.3 1.5 3.7

With the beginning of the military aggression of the Russian Federation against Ukraine, more than 8 million people left
for the EU, of which, according to a UN survey, 72% were aged 18-59 and almost half had higher education (BBC News
Ukraine, 2023). Among them, the loss of labour potential amounted to more than 70%. The part of the population re-
maining in Ukraine is approximately 28.5 million people, of which 41.1% can be classified as economically active, including
employed - 32.6% and 9.5% are unemployed (Ukrinform, 2023a). With the beginning of the military aggression of the
Russian Federation against Ukraine, households significantly reduced their own incomes - by 65%, as reported by the
United Nations. The share of households whose only source of income is wages decreased by 14% to 53%. The economic
situation of most households in the country is deteriorating, which is confirmed by the UN survey. The share of households
that cannot buy everything they need is 44%, with an insufficient level of food supply - 33%, partially reduced consump-
tion, use credit resources and switch to low-quality (sub)products - 43% of respondents (Ukrinform, 2023b).

It should be noted that the main factor in the growth of inflation in Ukraine was a significant mismatch between the value
of the UAH and the USD. The USD exchange rate increased more than seven times. However, without taking into account
this factor, when studying the socio-economic development of Ukraine, we have significant distortions, as evidenced by
the data in Table 3.
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Table 3. Impacts of crises on indicators of income and expenditure levels of the population, USD. Notes: *- all indicators of the Indexes are
calculated until 2010.

On average for
The period of The period of
Indicators* - _ partial occu- . full-scale hos- Index change
P'.'e occupa pation of the The p(_enod of tilities on the
tion period . Covid-19 .
territory of territory of
Ukraine Ukraine

A 1 2 3 4 5=2/1 6=3/2 | 7=4/3 8=4/1
The USD exchange
rate for 100 USD, for 961.5 2659.1 2848.9 3656.9 2.7657 1.0714 1.2836 3.8034
the NBU rate
Average monthly sal- 322.8 270.4 449.0 428.8 0.8378 | 1.6603 | 0.9549 | 1.3283
ary (SSCU)
Average monthly sal- 291.7 237.1 409.1 366.4 0.8129 | 17252 | 0.8957 | 1.2562
ary (PFU)
Minimum salary 122.3 105.9 201.6 183.2 0.8662 1.9031 0.9089 1.4983
Average monthly to-
tal expenditure per 374.3 269.2 364.5 n/d 0.7192 1.3540 X X
household
Average monthly to-
tal resources per 426.7 313.3 472.5 n/d 0.7343 1.5081 X X
household

Converting the indicators to the USD, we see that the level of the average salary increased by only 30% against 5.4 times
(in UAH), that is, the distortion of the indicator is 76%. The situation is similar to other indicators of this group. Therefore,
in the future, we will convert all indicators into a liquid international monetary unit - the USD.

The deterioration of the economic situation in the country is evidenced by the situation of small and medium-sized enter-
prises (SMEs) (Figures 2 and 3).

The deterioration of the socio-economic condition of households led to the narrowing of the domestic market, which had
a negative impact on the functioning of SMEs and led to a narrowed reproduction of their fixed capital, a decrease in the
economic efficiency of operation, a reduction in personnel or the liquidation of business. This created a negative inverse
multiplier effect on the socio-economic status of the population.

According to Figure 2, the percentage of entrepreneurs who were not affected by the hostilities is insignificant (6%), while
88% have different levels of losses, ranging from 10 to 100 and above thousands of dollars. A decrease in the financial
strength of enterprises negatively affected the employment of ordinary people due to a decrease in the ability to pay
wages to their employees. The decrease in employee incomes and the high level of migration abroad of specialists and
ordinary consumers of products led to a decrease in the purchasing power of the population to 43% in 2023 compared to
the previous period and a shortage of specialists by almost a third. The lack of own working capital and the lack of the
possibility of replenishing the working capital of SMEs with credit resources also have a negative impact. In the conditions
of hostilities, the state should provide tax preferences and activate the activities of SMEs. However, the instability of the
tax field complicates and prevents the stability of their development, as reported by a third of the surveyed entrepreneurs.

18% - over USD 100 thousand
20% - USD 50-100 thousand

26% - USD 10-50 thousand

24% - up to USD 10 thousand

6% - without loss

Figure 2. The specific weight of SMEs that suffered losses as a result of military operations. (Source: constructed using Ivanov, 2023)
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= deaease in the
purchasing power of
the population

= lack of financing and
acaess to credit

57% 31%

7T\
\*/

28% 29%

= lack of specialists and
problems with booking
employees and traveling
abroad

= tax pressure

Figure 3. The main obstacles to the development of SMEs in the conditions of war. (Source: constructed using Ivanov, 2023)

In conditions of uncertainty, enterprises rely only on their own financial resources. The tension in the economic environ-
ment is quite high, which has affected the financial strength of SMEs, as evidenced by the data in Figure 4. For example,
the share of entrepreneurs who do not have a financial basis at all increased by 7% to 32% in 2022-2023, which affected
the decrease of the share of SMEs that are able to function in the future for more than a year, by 2% and amounted to
12%. In other enterprises, the situation is not better, as 53% of entrepreneurs can function without interruption for 1 to
6 months. This is also confirmed by the data in Table 5, where the gross fixed capital formation indicator decreased by
almost 37%, changes in inventories — by 65%, and acquisitions less disposals of valuables — by 40% over the 4 studied
periods. A quarter of entrepreneurs who took part in a survey conducted by the European Business Association noted the
absence of qualitatively available data or their lack of business support programs at both the national and international
levels. More than a third of interviewed entrepreneurs reported receiving tax benefits, and 2/3 had a positive experience.
A little more than a quarter of managers of SMEs noted a positive experience of attracting loans through the Affordable
Loans 5—7-9% program, of which almost half had a negative experience (Ivanov, 2023).

’_( 32% - lack of any financial reserves ]_‘
’—[ 12% - have financial reserves for a year or more ]—‘
’_( 18% - have financial reserves of six months ]_‘
’_L 31% - have financial reserves of several months ]_‘
’_( 4% - have financial reserves of one month ]_‘

Figure 4. The specific weight of the financial stability of SMEs in war conditions. (Source: constructed using Ivanov, 2023)

The agricultural sector, the food industry, information and communication technologies and others need investment, de-
spite the hostilities. Capital investments help to restore, expand, improve an existing or create a new business. Since socio-
economic development depends on various spheres of the country's economic life, investments require more thorough
research at the regional level and in terms of types of economic activity (Tables 4, and 5).

Table 4. Capital investments by types of economic activity by regions for 2010-2022, USD million. (Source: based on data from the State
Statistics Service of Ukraine and authors calculated)
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The period of par-

The period of full-

Index change

Regions of Ukraine ::i?:;t— tita|: occupation of T:fec':;;?fl scale hostilities on
dod | theleritoryol | %G| the arrtoryo
5=2/1 | 6=3/2 | 7=4/3 | 8=4/1
A 1 2 3 4

Ukraine 24221.2 17174.8 20747.3 11202.4 0.7091 | 1.2080 | 0.5399 | 0.4625
Vinnytsya 545.7 457.1 535.7 386.2 0.8376 1.1721 | 0.7209 0.7077
Volyn 297.8 308.0 365.8 260.7 1.0342 | 1.1877 | 0.7129 | 0.8756
Dnipropetrovsk 2127.7 1724.2 2406.0 1106.9 0.8103 1.3955 | 0.4601 0.5202
Donetsk 2383.5 714.9 1036.8 152.2 0.2999 | 1.4503 | 0.1468 | 0.0638
Zhytomyr 277.4 259.9 364.3 167.2 0.9369 | 1.4018 | 0.4589 | 0.6027
Zakarpattya 276.2 232.4 250.4 186.4 0.8413 | 1.0774 | 0.7447 | 0.6750
Zaporizhzhya 743.0 491.3 641.2 254.7 0.6613 | 1.3051 | 0.3971 | 0.3427
Ivano-Frankivsk 529.1 345.7 326.8 187.4 0.6534 | 0.9453 | 0.5733 | 0.3541
Kyiv 1866.3 1378.5 1352.3 852.3 0.7386 | 0.9810 | 0.6303 | 0.4567
Kirovohrad 354.4 246.0 270.7 194.1 0.6941 | 1.1004 | 0.7169 | 0.5475
Luhansk 778.8 121.0 136.1 7.4 0.1554 | 1.1249 | 0.0544 | 0.0095
Lviv 1071.0 873.6 967.5 715.4 0.8157 | 1.1074 | 0.7394 | 0.6679
Mykolayiv 461.7 372.7 379.8 137.0 0.8071 | 1.0192 | 0.3606 | 0.2966
Odesa 1142.7 706.1 800.1 370.4 0.6179 | 1.1331 | 0.4630 | 0.3242
Poltava 888.8 610.0 933.7 479.6 0.6863 | 1.5308 | 0.5136 | 0.5395
Rivne 268.7 216.2 476.0 329.3 0.8046 | 2.2018 | 0.6919 | 1.2257
Sumy 282.9 239.6 311.6 150.3 0.8469 | 1.3005 | 0.4825 | 0.5314
Ternopyl 283.0 251.6 315.2 232.5 0.8891 | 1.2526 | 0.7377 | 0.8216
Kharkiv 1106.3 703.8 788.0 262.1 0.6362 | 1.1195 | 0.3327 | 0.2370
Kherson 236.0 272.9 382.9 19.2 1.1561 | 1.4031 | 0.0500 | 0.0811
Khmelnytskiy 368.2 362.8 423.5 266.7 0.9855 | 1.1673 | 0.6297 | 0.7244
Cherkasy 343.5 313.1 375.2 252.3 0.9114 | 1.1985 | 0.6725 | 0.7346
Chernivtsi 201.4 122.4 133.5 91.8 0.6075 | 1.0915 | 0.6877 | 0.4560
Chernihiv 259.8 255.2 320.3 227.1 0.9824 | 1.2551 | 0.7091 | 0.8743
Kyiv city 7127.3 5596.1 6453.8 3913.2 0.7852 | 1.1533 | 0.6063 | 0.5490

The given data indicate a gradual decrease in the growth index of capital investments both in Ukraine as a whole and in
some of its regions. Also, it should be noted that the following regions: Kharkiv and Mykolaiv decreased investment at-
traction more than twice, and Kherson, Luhansk and Donetsk by 15.6 times, 14.3 times and 5.3 times, respectively.

Table 5 shows that during the period of the study, such types of economic activities as public administration and defence
were the least affected; compulsory social security and Human health and social work activities, where there was even an
increase in capital investment by 8.5% and 2.4 times, while the drop in Agriculture, forestry and fishing did not exceed

20%.
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Table 5. Capital investments by types of economic activity for 2010-2022, USD million. (Source: based on data from the State Statistics Ser-

vice of Ukraine and authors calculated)

The period The period Index change
of partial . of full-
Pre-occu- occupation The period scale hos-
Types of economic activity pation pe- P of Covid- tilities on
. of the ter- .
riod . £ 19 the terri-
ritory o tory of 5=2/1 | 6=3/2 | 7=4/3 | 8=4/1
Ukraine .
Ukraine
A 1 2 3 4
Total 24221.2 17174.8 20747.3 11202.4 0.7091 | 1.2080 | 0.5399 | 0.4625
Agriculture, forestry and fishing 1743.1 2031.6 2117.2 1406.6 1.1656 | 1.0421 | 0.6644 | 0.8070
Industry 8518.6 6038.1 7432.1 3448.6 0.7088 | 1.2309 | 0.4640 | 0.4048
Construction 3731.1 1943.7 1673.3 892.2 0.5209 | 0.8609 | 0.5332 | 0.2391
Wholesale and retail trade; repair of motor
vehicles and motorcycles 2289.3 1355.9 1763.3 1004.1 0.5923 | 1.3005 | 0.5694 | 0.4386
Transportation and storage 2313.2 1320.9 1383.5 1354.5 0.5710 1.0474 | 0.9790 | 0.5856
Accommodation and food service activities 162.9 79.1 81.5 59.7 0.4854 1.0303 0.7330 0.3666
Information and communication 968.6 812.1 811.6 461.3 0.8384 | 0.9994 | 0.5684 | 0.4763
Financial and insurance activities 666.6 331.5 387.5 243.6 0.4973 | 1.1688 | 0.6285 | 0.3654
Real estate activities 1281.5 825.6 888.2 390.5 0.6443 1.0758 0.4396 0.3047
;gessmna" scientific and technical activi- 645.8 310.8 508.1 164.4 04812 | 1.6349 | 03236 | 0.2546
pdministrative and support service activi 404.7 397.7 382.4 180.1 0.9826 | 0.9616 | 0.4711 | 0.4451
Public administration and defence; com-
pulsory social security 920.5 1264.1 2392.0 999.0 1.3732 | 1.8922 | 0.4176 | 1.0852
Education 150.3 124.4 133.5 54.9 0.8278 | 1.0733 | 0.4114 | 0.3655
Human health and social work activities 202.0 234.5 642.6 476.2 1.1609 2.7404 0.7410 2.3573
Arts, entertainment and recreation 167.8 86.3 126.3 58.9 0.5143 1.4636 0.4661 0.3509
Other services activities 55.2 18.6 24.2 7.7 0.3366 | 1.3019 | 0.3201 | 0.1403

In connection with the significant growth of the dollar exchange rate, capital investments decreased in the 4th period in
relation to the 1st in the following sectors of the economy:

= no more than 30% of the basic - Construction; Real estate activities; Professional, scientific and technical activities;
Other service activities; no more than 31-40% of the base - Industry; Accommodation and food service activities;
Financial and insurance activities; Education; Arts, entertainment and recreation;

= no more than 41-50% of the base - Wholesale and retail trade; repair of motor vehicles and motorcycles; Information
and communication; Administrative and support service activities;

= no more than 51-60% of the basic - Transportation and storage.

This, in turn, is evidence of the dismissal of some or all employees from various enterprises, institutions and organizations,
in connection with their reorganization, partial or complete closure and, accordingly, the deterioration of the socio-eco-
nomic conditions of their life.

The result of the above-mentioned destructive changes for 2010-2022 was a drop in GDP in almost all sectors of the
economy (Table 6), with the exception of Electricity, gas, steam and air conditioning supply (42% growth), which is
associated with an increase in tariffs; Information and communication (38% growth) in connection with the adopted large-
scale digitalization measures (for example, the Country in a smartphone, the Diya platform, etc.) and the growth of Public
administration expenses; compulsory social security by 4.4 times; Subsidies on products (for example, for food producers)
by 2.3 times and by final consumer expenses of non-profit organizations (by 2 times) and by the general expenses of the
public sector of management (almost twice). This led to a significant deterioration of the state of economic security.
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Table 6. Dynamics of gross domestic product in actual prices, USD million. (Source: based on data from the State Statistics Service of Ukraine
and authors calculated)

The pe- Tl_1e pe- Index change
- riod of
riod of
A full-scale
Pre-occu- | partial oc- | The pe- .
. N N . hostilities
Indicator pation pe- | cupation riod of
riod of the ter- | Covid-19 on _the
. territory 5=2/1 6=3/2 7=4/3 8=4/1
ritory of of
Ukraine Ukraine
A 1 2 3 4
Gross domestic product 151180.0 112265.7 | 169562.6 | 141951.6 0.7426 1.5104 0.8372 0.9390
Composition of gross domestic product
1. Production side
Agriculture, forestry and fishing 12654.9 11599.1 17278.4 11671.6 0.9166 1.4896 0.6755 0.9223
Mining and quarrying 8778.2 6316.8 9524.7 8082.0 0.7196 1.5078 0.8485 0.9207
Manufacturing 18349.7 12984.6 17300.4 10755.3 0.7076 1.3324 0.6217 0.5861
Eﬁcssdty' gas, steam and air conditioning 4467.5 33912 | 53224 | 63303 | 07591 | 15695 | 1.1894 | 1.4170
Water supply; sewerage, waste management | ;g5 4 394.2 620.8 4326 0.4944 | 15749 | 06967 | 0.5424

and remediation activities

Construction 4238.3 2567.3 4729.3 1716.8 0.6057 1.8421 0.3630 0.4051

Wholesale and retail trade; repair of motor
vehicles and motorcycles

21967.2 15066.4 23325.8 17547.7 0.6859 1.5482 0.7523 0.7988

Transportation and storage 11010.8 7352.9 9784.2 5593.5 0.6678 1.3307 0.5717 0.5080
Accommodation and food service activities 1111.8 807.7 1400.9 946.3 0.7265 1.7343 0.6755 0.8511
Information and communication 4740.9 4489.5 8154.2 6524.4 0.9470 1.8163 0.8001 1.3762
Financial and insurance activities 7059.1 3254.7 5152.2 4054.5 0.4611 1.5830 0.7869 0.5744
Real estate activities 8881.9 6703.8 10238.0 6923.2 0.7548 1.5272 0.6762 0.7795
Professional, scientific and technical activities 4276.9 3519.0 5170.2 2629.6 0.8228 1.4692 0.5086 0.6148
Administrative and support service activities 1726.5 1492.9 2241.2 1066.1 0.8647 1.5013 0.4757 0.6175
Eﬂ'; administration; compulsory social se- | ¢771 o | 5067 | 112807 | 30005.1 | 09610 | 17337 | 26599 | 4.4314
Education 7521.7 4794.3 7382.4 5894.3 0.6374 1.5398 0.7984 0.7836
Human health and social work activities 5030.5 2708.8 4358.4 3470.3 0.5385 1.6090 0.7962 0.6899
Arts, entertainment and recreation 1046.2 662.1 985.9 619.9 0.6329 1.4890 0.6287 0.5925
Other service activities 1302.3 921.2 1446.6 990.0 0.7074 1.5703 0.6843 0.7602
Taxes on products 19734.2 17003.2 24319.6 17352.8 0.8616 1.4303 0.7135 0.8793
Subsidies on products -287.1 -270.9 -453.9 -654.6 0.9438 1.6753 1.4422 2.2802
2. Income side
2.1. Compensation of employees 73377.6 45503.5 71444.2 71163.3 0.6201 1.5701 0.9961 0.9698
2.2. Net taxes on production and imports 19415.0 17042.9 23429.3 15920.2 0.8778 1.3747 0.6795 0.8200

2.3 Gross operating surplus, mixed-income 58387.3 49719.4 74689.2 54868.1 0.8515 1.5022 0.7346 0.9397

3. Expenditure side

3.1. Final consumption expenditure 131524.6 100249.5 151559.9 147889.2 0.7622 1.5118 0.9758 1.1244
of households 102482.5 77279.8 118743.7 91401.6 0.7541 1.5365 0.7697 0.8919
of non-profit institutions serving house- 1087.2 978.3 15693 | 22123 | 08998 | 1.6041 | 1.4098 | 2.0349
of general government 27954.9 21991.3 31246.9 54275.3 0.7867 1.4209 1.7370 1.9415
individual consumption expenditure 18389.1 12365.1 16912.1 14788.6 0.6724 1.3677 0.8744 0.8042
collective consumption expenditure 9565.8 9626.3 14334.8 39486.8 1.0063 1.4891 2.7546 4.1279

3.2. Gross capital formation 30018.2 20112.8 20386.8 17901.2 0.6700 1.0136 0.8781 0.5963
gross fixed capital formation 26007.8 18370.0 22511.0 16481.6 0.7063 1.2254 0.7322 0.6337
changes in inventories 3961.3 1715.7 -2176.7 1390.1 0.4331 -1.2687 -0.6386 0.3509
acquisitions less disposals of valuables 49.1 27.0 52.5 29.5 0.5504 1.9429 0.5622 0.6012

3.3 Exports of goods and services 71069.4 51999.9 67594.5 50331.2 0.7317 1.2999 0.7446 0.7082

3.4 Imports of goods and services -81432.2 -60096.4 -69978.6 -74170.1 0.7380 1.1644 1.0599 0.9108
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Characterizing negative trends, let's pay attention to the constant negative trade balance, the peak of which falls in the
last period of the study (USD -23.8 million). These negative trends were deepened by the government's destructive policy
aimed at deindustrialization, raising tariffs for utility services for businesses and the population, taxes and fees, capital
export, etc.

With the beginning of full-scale hostilities on the territory of Ukraine, many different objects of socio-economic purpose
(schools, houses, health care facilities and general-purpose roads) were destroyed and damaged (Table 7).

Table 7. Damage to social and economic objects in Ukraine. (Source: built using Ukraine Recovery Plan data, 2022)

Regions of Ukraine Schools, units Roads, km Health facilities, units Housing, min sq. m
Ukraine 1893 19917.441 748 59.031
Vinnytsya 13 0 5 0.037
Volyn 1 0 0 0
Dnipropetrovsk 22 75 7 0.366
Donetsk 449 2695.2 176 17.324
Zhytomyr 77 49.3 24 0.526
Zakarpattya 83 3872.3 32 0.960
Zaporizhzhya 0 0 0 0.027
Ivano-Frankivsk 0 0 0 0
Kyiv 167 1402.3 122 7.451
Kirovohrad 5 0 0 0
Luhansk 160 2959.4 20 12.021
Lviv 0 0 0 0.026
Mykolayiv 158 1809.4 82 4.048
Odesa 11 0.2 1 0.256
Poltava 1 63 0 0.020
Rivne 2 0 0 0.006
Sumy 46 1584.6 19 1.029
Ternopyl 0 0 0 0.074
Kharkiv 476 3890.8 145 9.578
Kherson 82 3.941 51 0.504
Khmelnytskiy 1 0 0 0
Cherkasy 14 0 1 0.011
Chernivtsi 0 0 0 0
Chernihiv 125 1512 63 4.767

The territories closest to the Ukrainian-Russian border suffered the greatest damage. Thus, schools were most damaged
out of the total number of damaged schools in the following regions of Ukraine: Donetsk region - 23.7%, Kharkiv region -
25.2%, Kyiv region - 8.8%, Luhansk region - 8.5% and Mykolaiv region - 8.4%. The highest level of road damage in
Ukraine is observed in Kharkiv Oblast - 19.5%, Zaporizhia Oblast - 19.4%, Luhansk Oblast - 14.9%, Donetsk Oblast -
13.5%, and Mykolaiv Oblast - 9.1% of total road surface damage. A large number of buildings of health care facilities were
damaged in Donetsk - 23.5%, Kharkiv - 19.4%, Kyiv - 16.3%, Mykolaiv - 11% and Chernihiv - 8.4% of the total number
of such buildings damaged. Residents of Donetsk Oblast — 29.4%, Luhansk Oblast — 20.4%, Kharkiv Oblast — 16.2%, Kyiv
Oblast — 12.6%, and Chernihiv Oblast — 8.1% suffered the greatest losses from damage to the total housing stock of
Ukraine.
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These data are confirmed by the Kyiv School of Economics (KSE), which estimates that the total amount of damage is
137.8 billion dollars, of which almost 40% falls on the housing stock, 26% on the infrastructure and 9.5% on losses of
enterprises of various forms of ownership and types of activity (BBC News Ukraine, 2023).

The government and the president of Ukraine are trying to cover the financial and budgetary collapse with new loans,
issuing or extending other government bonds, receiving donor aid, etc. (Figure 5). For 2022-2023, almost 36.9 billion
fortunes were received. The largest contribution to the support of the Ukrainian economy was made by the USA and the
EU, which account for 2/3 of all financial injections. The share of international financial organizations (IMF, European
Investment Bank, World Bank) is 15.5% (BBC News Ukraine, 2023). The National Bank of Ukraine also contributed to
improving the economic situation in the country by buying OVDP bonds for USD 10.9 billion in 2022 (BBC News Ukraine,
2023).

mUSA
mEU
IMF
m Canada
m European Investment Bank
m Germany
m United Kingdom
World Bank
Others

Figure 5. Investments in the recovery of the economy of Ukraine. (Sou