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Abstract. The article is devoted to the study of financial
support mechanisms for the construction industry of Ukraine
under conditions of prolonged military aggression and the
planning of post-war recovery strategies. The relevance of the
topic is determined by the unprecedented scale of destruction
of civilian and industrial infrastructure, which requires
capital mobilisation exceeding the country’s annual GDP. The
purpose of the study is to identify key sources of financing,
determine the barriers to investment activity, and assess the
effectiveness of modern financial instruments  for
reconstruction. The methodology is based on a systematic
analysis of the World Bank reports (RDNA4), statistical data
from the State Statistics Service of Ukraine, and expert
assessments of international financial institutions. The study
finds that, as of the end of 2024, the total recovery needs
increased to USD 524 billion, with the housing sector
remaining the most affected. The main channels of financial
inflows are characterised, including the EU Ukraine Facility
program amounting to EUR 50 billion and the state mortgage
lending program «eOselyay». It is identified that the main
barriers to the development of the sector include a shortage of
qualified personnel, an annual increase in the cost of
construction materials by 25-30%, and high security risks.
The results of the study have practical significance for public
authorities in developing investment policies and for
construction companies in planning their activities
strategically. The findings confirm the need to transition to
«Build Back Better» models and to implement green
construction principles in accordance with the EU taxonomy.
Based on an analysis of international experience, approaches
to optimising public-private partnerships to attract private
capital are proposed.
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Introduction. The processes of economic transformation in Ukraine
under conditions of a full-scale war pose unprecedented challenges for the
construction industry, which have no analogues in modern world history.
The construction sector, a key driver of GDP and an indicator of the state's
overall economic health, has found itself at the epicentre of both physical
destruction and structural transformation. Today, the issue of financial
support for the sector extends far beyond traditional commercial
construction, encompassing the strategic reconstruction of critical
infrastructure and energy facilities, as well as the large-scale construction of
housing for internally displaced persons.

The scientific problem lies in the absence of a unified, consolidated
financing model capable of simultaneously meeting current recovery needs
while laying the preconditions for sustainable development after the end of
hostilities. Statistics indicate that direct damage to infrastructure already
amounts to hundreds of billions of US dollars, requiring the mobilisation not
only of public resources but also substantial volumes of foreign investment
and assistance from international donors. The complexity of the situation is
further intensified by the need for financial instruments to adapt to conditions
of high uncertainty and security risks that deter private capital.

The relevance of this study is determined by the need for an in-depth
analysis of existing sources of financing, such as the EU’s Ukraine Facility
mechanism, as well as domestic instruments for stimulating demand,
particularly the eOselya program. Understanding the barriers — from labour
shortages to inflationary pressure in the construction materials market — is
critical for shaping effective public policy for reconstruction. Thus, the study
aims to provide a comprehensive examination of the triangle «sources—
barriers—instruments» as the foundation for a viable strategy for the recovery
of the construction industry.

Literature Review. The study of the impact of military conflicts on the
construction industry and the mechanisms of its recovery has become the
subject of active discussion among scholars and international experts. The
fundamental basis for assessing the damage in Ukraine has been the reports
titled «Rapid Damage and Needs Assessment» (RDNA), which are jointly
prepared by the World Bank, the Government of Ukraine, and the European
Commission. The latest version of the report, RDNA4, as of the end of 2024,
indicates a critical increase in recovery needs to USD 524 billion.

Researchers such as Novikova, Symonenko, and Zakrevskyi, analysing
trends in the transport sector and infrastructure under wartime conditions,
emphasise that disruptions to logistics chains directly affect both
construction costs and speed. Issues related to integrating the Ukrainian
construction market into EU standards are examined in the works of
Pavlenko et al., which give particular attention to supply chain management
in conditions of conflict.
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The problem of financial support and investment attraction is examined
in detail in the works of Palagusynets and Marusheva. The authors note that
despite the war, 2022 recorded peak levels of capital investment in
construction (UAH 94.7 billion); however, subsequent dynamics depended
largely on the reallocation of budgetary resources to defence needs. An
important aspect is also the study of «green» recovery, where Kryshtal and
co-authors focus on eco-innovative approaches to infrastructure
reconstruction and the implementation of the Smart City concept.

International experience — including the Marshall Plan and the post-
conflict reconstruction of the Balkans and Iraq — i1s analysed in reports by
RAND Corporation and KPMG to identify the most adaptive models for
Ukraine. Experts emphasise that, historically, the largest share of financing
in such cases was provided by the private sector, while public assistance
primarily served as a catalyst. A separate group of sources includes studies
on war-risk insurance instruments and on the role of international financial
institutions, such as the International Finance Corporation (IFC) and the
European Bank for Reconstruction and Development (EBRD), in supporting
private capital.

Aim. The aim of this study is to conduct a comprehensive examination
of the system of financial support for the construction industry of Ukraine
under conditions of martial law, to identify key sources of capital, to analyse
instruments for supporting both demand and supply, and to determine the
institutional and economic barriers that hinder effective post-war recovery.

Methodology. To achieve the stated objective, a comprehensive set of
scientific methods was employed: system analysis and synthesis — to
examine recovery needs based on the RDNA4 reports and to identify
relationships between macroeconomic indicators and the development of the
construction sector; statistical and comparative analysis — to assess the
dynamics of capital investment and housing construction across regions, as
well as the effectiveness of the eOselya program; expert evaluation — based
on analytical materials from international organizations regarding the
prospects for attracting private capital; and content analysis of regulatory and
legal acts — to determine the impact of legislation in the fields of public—
private partnerships (PPP), concessions, and green construction on the
investment attractiveness of the industry.

Results. An analysis of Ukraine’s infrastructure after three years of a
full-scale invasion indicates profound degradation of capital assets across all
sectors. According to RDNA4 data, as of 31 December 2024, total direct
damages are estimated at USD 176 billion, which is USD 24 billion more
compared to the beginning of the year. Highlighting these figures
underscores the critical need for coordinated recovery efforts and the
importance of informed policy decisions. However, recovery needs are
significantly higher due to the need to modernise facilities in line with
contemporary standards of energy efficiency and safety.
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Table 1. Comparative Assessment of Ukraine’s Recovery and
Reconstruction Needs According to RDNA Reports

Sector RDNA3 (February RDNA4 (February 2025), Change (%)
2024), USD billion USD billion

Housing Sector 80,3 84,0 +4,6%
Transport 73,7 78,0 +5,8%
Energy and Extractive 47,0 68,0 +44.7%
Industry

Trade and Industry 67,5 64,0 -5,2%
Agriculture 30,2 55,0 +82,1%
Social Protection 21,4 39,0 +82,2%
Total (across all sectors) 486,0 524.0 +7,8%

Source: systematised by the authors

The most critical increase in recovery needs is observed in the energy
sector, primarily due to targeted attacks on manoeuvrable power generation
facilities in 2024. For the construction industry, this implies a shift in
priorities from civilian housing toward complex protected engineering
structures and decentralised energy nodes.

Despite the extreme conditions, the construction market shows some
degree of adaptability. During 2022-2024, the sector was financed mainly
through projects aimed at the rapid restoration of critical infrastructure and
through budgetary allocations for defence-related structures.

Table 2. Volume of Capital Investments in Construction in Ukraine
(2021-2024)

Year IanﬁtAmérll)tﬂthLl;me Share of GDP (%) Primary Source of Financing

2001 148.5 2.7 E'nterpr.ises’ Own Funds, Mortgage
Financing

2022 94,7 1,8 State Budget (Reconstruction Funding)

2023 30,6 0,5 External Assistance, Donor Funds

2024 41,7 0,6 Ukraine Facility, Budgetary Programs

Source: systematised by the authors

The sharp decline in investment in 2023 reflects significant challenges,
such as the exhaustion of pre-war reserves and the reallocation of all
available state resources toward financing the budget deficit driven by
military expenditures. This transparency helps the audience understand the
difficulties faced during this period.

The state's affordable mortgage program has become a key financial
instrument supporting solvent demand in the housing construction market.
This enables developers to maintain liquidity even under conditions of low
activity among private investors.
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Table 3. Statistics of the «eOselya» Program by Regions and Types of
Properties (as of January 2026)

Region Number of Loans Amount (UAH million) Share of Properties Under
Issued (per week) Construction (%)
Kyiv region 76 165,2 45
Kyiv (City) 59 158.,4 38
Lviv region 25 54,2 30
Odesa region 18 39,1 25
Other regions 71 125,1 22
Total 249 542,0 ~34

Source: systematised by the authors

A significant share of loans (at 3% annual interest) is granted to
representatives of the security and defence sector (89 loans per week), which
underscores the social orientation of this instrument. However, the growth in
the share of loans allocated to properties under construction is critically
important to the industry, as it drives direct investment in new development
projects.

The EU Ukraine Facility program, with a total budget of EUR 50 billion
for the period 20242027, represents the most stable source of financial
support for reconstruction. Approximately 20% of the grant funding in the
first pillar is intended to support regional and local self-government needs,
thereby stimulating local construction markets.

Table 5. Dynamics of the Area of New Construction by Regions (H1
2025 compared to H1 2024)

Region Area (thousand sq. m) Change (%) Number ((l);ﬁgartments
Kyiv region 904.,9 +130,0 (2.3 times) 15 500
Kyiv (City) 367,2 +90,0 4200
Lviv region 540,7 +65,0 6900
Odesa region 390,0 +56,0 6570
Cherkasy region 90,0 +51,6 1126
Volyn region 115,2 +17,7 2 500
Ukraine (Total) 2 965,2 +45,0 33 000

Source: systematised by the authors

The remarkable growth observed in Kyiv and Odesa oblasts can be
explained by the accumulated deferred demand and a relatively high level of
confidence in air defence systems in these regions. At the same time, the
commissioning of already constructed housing across the country decreased
by 6.7%, indicating difficulties in completing construction projects due to
labour shortages and disruptions in electricity supply.

Discussion. The analysis identifies critical barriers that hinder industry
development and reduce the effectiveness of financing. The primary factor
1s a labour shortage: the lack of skilled workers leads to idle equipment and
delays in project completion. This creates a vicious cycle — delays increase
the risks for creditors, which in turn lead to higher interest rates and more
difficult access to capital.
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Another significant barrier is cost inflation. The 25-30% annual
increase in construction material prices forces developers to constantly

revise project budgets, creating conflicts with investors and donors.

Table 6. Matrix of Key Barriers and Their Impact on the Construction

Sector
Barrier Risk Type Implications for Financing
Labor Shortage Operational Increase in labour costs (payroll expenses), project
delays
Inflation of
Construction Financial Creation of «financial gaps», bankruptcies
Materials
Security Risks Geopolitical éal;ll()of insurance, decline in foreign direct investment
Corruption and Price inflation in procurement, and a lack of trust among
Regulatory
Bureaucracy donors
Regional Disparities Economic Concentration of capital in only 3—4 oblasts

Source: systematised by the authors

The corruption risks identified by analysts in projects under the Ukraine
Facility undermine Ukraine’s reputation as a reliable recipient of
international assistance. This may lead to a reduction in subsequent funding
tranches, as experts have already warned, due to the failure to meet certain
reform indicators.

The attraction of private capital is a necessary condition for recovery,
as international assistance covers only about 50—-60% of total needs. The
revision of public—private partnership (PPP) legislation in 2024 became a
positive signal. The new law allowed private partners to participate in
projects without lengthy land allocation procedures and simplified access to
financing through grant mechanisms.

Table 7. Comparison of Public—Private Partnership (PPP) Models and
Traditional Procurement for Infrastructure

Characteristic Traditional Procurement New PPP Model (2024)
Source of Financing State Budget Budget + Grants + Private Capital
Risk Allocation Borne by the State Shared between partners
Implementation Period Short-term Long-term (up to 40 years)

Risk Insurance Absent War Risk Insurance Available

Source: systematised by the authors

The concessions of the Olvia and Kherson ports, and currently the
preparation of the Chornomorsk concession, serve as examples of how the
private sector can modernise infrastructure facilities without placing an
additional burden on the state budget. However, for the widespread
application of this model in housing construction, it is necessary to develop
mechanisms for state guarantees to purchase a portion of the constructed
housing area.

Construction in accordance with the «Build Back Better» principles
requires compliance with the FEuropean taxonomy of sustainable
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investments. For Ukraine, this represents not only an environmental
requirement but also an opportunity to gain access to affordable «green»
capital.

Table 8. Requirements of the EU Taxonomy for Construction Projects
in Reconstruction

Objective of the Taxonomy Requirement for New Buildings Requirement for Renovation
Energy consumption: —10% relative —30% primary ener
Climate Change Mitigation to NZEB (Nearly Zero-Energy o primary &gy
11 consumption
Building standard)
Circular Economy 90% of waste is recycled 70% of waste is recycled
Water Resources Use of water-saving sanitary fixtures Modernisation of water supply
networks
Environmental Protection Use of materials free of VOCs Certlﬁcanonl 2(1; 6rr713)1ter1als (IS0

Source: systematised by the authors

The global investment gap in green construction is estimated at USD
1.1 trillion. Ukraine has the potential to become a platform for large-scale
testing of innovative materials such as geopolymer cement or hempcrete,
which could attract up to USD 4 billion in direct investment.

A comparison of the situation in Ukraine with the Marshall Plan and
the post-war reconstruction of the Balkans yields several important
conclusions.

Table 9. Comparative Analysis of Post-War Recovery Models

Parameter Marshall Plan (1948) Balkans (1995) Ukraine (2025+)
o Unified Administration | Multiple donors (EU,

Coordination (ECA) UN, WB) Donor Platform (G7+)

Role of Digitalization Absent Limited Key (DREAM,

eRecovery)
. . Economic Interest of . .
Primary Driver the United States Peacekeeping EU Membership
Volume (as a ~2% annually ~10% annually ~50-80% In total

percentage of GDP)
Source: systematised by the authors

The key lesson lies in the necessity of «ownership of the process».
Ukraine must independently determine its recovery priorities, while donors
should ensure transparency and technical oversight.

Conclusions. Financial support for the construction industry in Ukraine
under conditions of war and for future recovery is a complex,
multidimensional process in which traditional market mechanisms are
combined with unprecedented external support. Based on the conducted
research, the following conclusions can be drawn:

1. Scale of the challenge: Recovery needs amounting to USD 524
billion require the mobilisation of all possible sources of capital — from the
state budget and the Ukraine Facility program to private investments and
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frozen assets of the Russian Federation. The housing sector (USD 84 billion)
and energy sector (USD 68 billion) are the most priority areas of financing.

2. State instruments: The eOselya program has proven its
effectiveness as an instrument for supporting solvent demand and providing
liquidity to developers in critical regions. However, for sustainable growth,
it 1s necessary to increase the share of lending directed specifically to the
primary housing market and to foundation-stage projects.

3. External financing: The Ukraine Facility serves as the financial
backbone of reconstruction; however, the stability of payments depends on
the pace of reforms and the transparency of fund utilisation. Identified
corruption risks at the local level require strengthening the role of monitoring
systems such as DREAM.

4. Barriers and risks: Labour shortages and security risks remain the
main obstacles to the return of large foreign businesses. Addressing this issue
requires introducing war-risk insurance mechanisms and automating
construction processes (BIM technologies, 3D printing).

5. Sustainable development: Reconstruction must be carried out
exclusively in accordance with the principles of the green economy and the
EU taxonomy. This will not only ensure environmental sustainability but
will also provide access to the green bond market, valued at hundreds of
billions of euros.

The practical significance of the research lies in the possibility of using
the obtained results to adjust state reconstruction programs, as well as to
support strategic planning by construction companies and the banking sector
in preparation for the «large-scale recovery».
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