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Abstract. Small business owners are the breeding ground for medium 
and large enterprises in the the emerging and developed world economy. 

However, it is not clear what theories apply in the capital structure of small 

business owners and determinants of being financed in Mbeya City. The 
present study assessed the capital structure for small business owners in 

Mbeya City and its determinant of external financing. Thus, purposive 
sampling technique was used to select a total of 80 small business owners 

and employed both descriptive statistics and quantitative approaches. 

Findings showed that capital structure of small business owners was 

dominated by internal followed by external sources as startup of businesses. 

Moreover, findings showed that all predictor variables interest rate, 
collateral and audited financial records were statistically significant and 

directly related with the ability of financial institutions in financing small 

businesses. Based on these findings, it is therefore concluded that interest 
rate, collateral and audited financial records are the determinants of the 

financial institutions in financing small businesses. So, results have impact 

on how small business owners are creative in financing business. This has 

an implication to policymakers on how to raise creativeness in decision 
making to ensure business performance. Consequently, findings provide the 

motive to those who intends to engage in business on how to mobilize 

capital for sustainable business. Thus, it is recommended that government 
should create a favorable environment by reducing tax interest rates to 

increase retained earnings and enable in accessing external funding. 

Keywords: Capital structure, collateral, external financing, pecking 

order theory, trade-off theory 

JEL Classification: D02; O32 

Formulas: 2, fig.: 6, tabl.: 1, bibl.: 25 
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Introduction. Capital is an essential financial resource for business start up while 

there is no business without capital depending on the type of business. Kofi (2021) 

observed that business owners use the pecking order theory to finance business in 

financial distress contrary to debts. Accordingly, David et al. (2021) believe that capital 

structure has impacts on the performance of the company. Hitherto, Kruk (2021) 

explains the source of money supply and the strategy to be adapted as a source for 

investment in business. Furthermore, Kruk (2021) argues that the trade - off between 

debt and equity is a challenge accelerated by agency problems from insiders and 

outsiders giving rise to the capital structure puzzle.  

However, in most cases financial institutions are the main source of external 

finance for business owners (Olachosim et al., 2020). It is essential for financial 

institutions system be prepared to extend credit to the private sector. On the other hand 

institutional and regulatory nature may bias their active financial system  (OECD, 

2019). Business owners face challenges like limited finance and insufficient production 

due to application of low technology and supply chain management (Arsawan et al., 

2019). Although Mashenene and Rumanyika (2019) documented the limitations of 

businesses as a breeding ground of major ones of which these problems still exist and 

as a result individual enterprises face challenges that lead capital to collapse. 

 Furthermore, Nguyen and Mai (2021) observed that the ratio of profit after tax in 

total assets including tangible assets affect the debt-to-total assets in order to determine 

the target of capital structure. Hitherto, traditional trade-off and pecking order theories 

are reported to be the most accepted theories of capital structure (Mostafa and 

Boregowda, 2014). Enterprises are important for economic growth, yet they face 

various challenges including a lack of access to external financing (Ahmed et al., 

2021). Despite the Challenges facing  in accessing loans from financial institution, 

complains on the failure are due to the non-compliance in requirements including 

collateral, financial statements from deficit side and high interest rates on the surplus 

side (Robert et al., 2018). In view of this circumstance this study seeks to establish 

what determines external  financing of business enterprises contrary to internal 

financing. However, little information is available on the determinants external 

financing business owners in Mbeya City, Tanzania. The present study, therefore, 

assessed the nature of the capital structure and determinants of external financing of 

small business owners in Mbeya City. 

Literature Review. Accordingly, Eckbo and Kisser (2021) believe that the tax 

shield is an observable factor but the costs of financial distress are not. As a result, 

firms maintain the safety of margin before taking advantage of the tax shield. Thus, the 

benefit from tax shields is offset by the costs of financial distress as it is articulated as 

the traditional trade-off theory of capital structure (Kruk, 2021). Furthermore, Shang 

(2021) explains uncertainty of the market timing theory of capital structure as a case 

the share price of new stock is overvalued and repurchased while shares’ price is 

undervalued due to information asymmetry. It is argued that  the availability of loans 

increases the profit of the small business in relation to the total assets (Lwidiko and 

Ishengoma, 2021). It therefore believed that external sourcing of capital help in 

boosting profitability of businesse (Jumanne et al., 2021). Mostafa and Boregowda 

(2014) and Mubeen et al. (2020) explain that traditional trade-off theory and pecking 
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order theory are the most accepted theories of capital structure. 

Capital structure is a necessity of any business to flourish while the failure of it 

will lead to the dormant of the intended business. Accordingly, Czerwonka and 

Jaworski (2020) found that the direction of the influence of the diagnosed firm-specific 

factors is consistent with the pecking order theory. On the other hand, Kofi (2021) 

observed that business owners invest more of their capital in current assets and access 

more capital, debt capital, and equity capital to avoid financial distress. Also, it was 

evidenced that firms already in financial distress followed the pecking order theory 

when making financial decisions (Opoku-Asante et al., 2022; Mostafa and Boregowda, 

2014; Lemmon and Zender, 2010). 

Aims. The present aimed at assessing the nature of capital structure of small 

business owners in Mbeya City, Tanzania. It has been observed that small business 

owners finance their business from their earned livelihood contrary to external 

financing. However, externally financing has some conditions to be met in the process 

to acquire loans and being able to pay the cost of using it as regulated by financial 

institutions and the control of central banks. 

Methodology. The study was conducted in Mbeya City at Mwanjelwa and the 

SIDO markets area. The area was chosen since the objects of interest, small business 

owners who face the problem of capital structure in their daily operations were 

accessible. 

The approach of the Study. Leavy (2017) explains that a mixed approach involves 

collecting and integrating quantitative and qualitative data. The study employed a 

mixed research design approaches (Chen et al., 2021). 

The population of the Study. The target population of the study was small business 

owners in Mwanjelwa and SIDO markets. 

Sampling Technique and Sample size determination. The present study employed 

the purposive sampling technique to interview respondents in a study area, whereby 

business owners were picked from the sampling frame of small business owners as 

they were knowledgeable about the capital structure of their businesses (Leavy, 2017). 

The sample size of small business owners was computed using the  formula (Cole, 

2021): 
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Whereby: n = sample size; N = the finite population; p = probability of data; B = acceptable amount of sampling 

error; C = Z, normal distribution associated with consistence level which is 1.96 corresponds to 95%. 

n=?, N=100, p=0.5, B=5%, C=1.96 

 

𝑛 =  [ (100) (0.5) (1 − 0.5)] ÷  [(100 − 1) (0.05/1.96)2 + (0.5) (1 − 0.5)] 
n = 79.5 ≈ 80 
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Data Collection Instruments. The research used both open and closed interview 

schedule questionnaires in collecting information from small business owners at 

Mwanjelwa and SIDO markets in Mbeya City. 

Data analysis techniques. The linear regression model was used to assess 

determinants of financing small businesses by financial institutions as dependent 

variable and regulatory requirement of collateral, audited financial records/statements 

on the deficit side and interest rate imposed as a cost of using capital from financial 

institutions: 

 

𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑛𝑔 𝑆𝑚𝑎𝑙𝑙 𝑏𝑢𝑠𝑖𝑛𝑒𝑠𝑠𝑒𝑠 (𝑌) = 𝛽0 + 𝛽1𝑋1+𝛽2𝑋2+𝛽3𝑋3 + 𝜀.   (2) 

 

𝛽0=Constant term; 𝛽1, 𝛽2, 𝛽3 are coefficient variables that were estimated. 

𝑋1=Interest rate, 

𝑋2=Collateral requirements, and 

𝑋3=Audited financial statements 

 = White error noise (include other variables not listed). 

 

The data collected were analyzed using the Statistical Package for Social Sciences 

computer software where descriptive statistics were presented in percentages in 

histograms. 

Results. In Fig. 1 presents Characteristics of Respondents, which are 

characterized by gender, age, level of education, number of family members, marital 

status, number of dependents. 

 

Figure 1. Characteristics of respondents 

 

In Fig. 2 presents information on the share of Small Businesses by their types. 
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Figure 2. Types of small businesses conducted by respondents 
 

In Fig. 3 presents the main Challenges explained by the respondents 

 
Figure 3. Challenges explained by respondent 

 

In Fig. 4 presents the main technology used by small business entrepreneurs.  

 

Figure 4. Types of technology used by small business owners 
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Figure 5. Technological changes and effects on the business growth trend 

 

 In Fig. 6 presents the capital structure adopted by small business owners. 

 

 
 

Figure 6: Methods used while capital structuring. 
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Discussions. The characteristics of the respondents include gender, age, marital 

status, household size, number of dependents, income per day, employment status, and 

years of experience. Findings (Figure 1) showed that 51% and 49% of small business 

owners were males and females, respectively. Results suggest that male small business 

owners are the majority. However, the difference was small (2%) indicating that female 

are copping up close to male as they are exercising financial freedom with little family 

binding commitments compared to the past era where male dominated resources. Of 

all participants, 39% were aged in the 19-29 years followed by 33% aged in the 30-40 

years while 5% aged in the 63-73 years. Results indicate that the majority of small 

business owners are young ones under 30 years old. Findings suggest that as age 

increases, the participation in small business declines. Furthermore,  findings (Figure 

1) showed that 34% of the participants had attained a degree level followed by 25% 

had diploma level while 20% had primary education level. Results suggests that as the 

education level increases, the likelihood of taking risk increases contrary to being risk 

averse as used. This could be attributed to the unemployment level of graduates has led 

them to be self–employed. Also, the entrepreneurial education courses provided in 

higher education institutions influence beneficiaries in owning a small business. 

Findings (Figure 1) showed that 53% of small business owners had a household 

size of 1-5, followed by 46% with a household size of 6-10 while 1% had a household 

size of 11-15. Results indicate that majority of the respondents had a small number of 

households sizes. This suggests that low household sizes had surplus saving from little 

expenditure as a result invest in small businesses to earn the livelihood. Furthermore, 

findings showed that 38% of small business owners were married followed by 26% of 

them being single while 5% of the rest were widowers. This suggests that married 

business people own businesses compared to other people who are not married. The 

reason is due to the  motive behind binding commitments in family responsibilities 

leading them to work hard. Consequently, 74% of participants had 0- 5 dependents 

while 26% had 6- 10 dependants. Results suggest that the majority (74%) of the 

respondents had a small number of dependants, thus saving is achieved for financing 

business. 

Findings (Figure 2) showed that 11% own bites making and cake baking business 

followed by 10% of them own a street mobile banking business while 6% of the rest 

own a hair cutting and plaiting business. Results comply with Achmad’s (2022) 

observations on types of small businesses operated. Findings (Figure 3) showed that 

13% of participants face price fluctuation problems while 10% of them face a shortage 

of capital problems while 3% of the rest face fire outbreak problems. Prices of goods 

and services in emerging economies lack stability due to variations in supply and 

demand as dictated by the price theory. Similarly, the capital start-up is a challenge on 

how to access it from financial institutions with regard to collateral (David et al., 2019). 

Observations (Figure 4) showed that 25% of participants used machines followed 

by 18% of them using electronic devices while 6% of the rest used online marketing. 

Results show that technology is mostly integrated into small businesses (Zhao, 2019). 

Observations (Figure 5) showed that, 36% of participants don’t use technology in 

businesses followed by 16% of them who used less time in production  while 11% used 

and  produced more than they were producing without technology. Results meant that 
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integration of technology in small businesses led to high productivity as it saves time, 

money and energy to small business owners contrary to those who do not use it because 

of failure in integration (David et al., 2021). 

Observations (Figure 6) showed that, 31% of small business owners used internal 

sources while 24% of them used external sources in capital structuring contrary to 45% 

who neither used internal nor external financing. Findings showed that small business 

owners (31%) preferred internal from retained earnings followed by those who prefer 

external sources as debt is preferred to equity (David et al., 2019; Lemmon and Zender, 

2010) by trading off the costs against the benefits of the use of debt and equity. Results 

comply with the pecking order theory that firms prefer internal finance over external 

finance and debt over equity (Mostafa and Boregowda, 2014) followed by the trade-

off theory. Therefore, Pecking Order and trade-offs have dominated the capital 

structure decisions of small business owners in Mbeya City (Jahanzeb et al., 2013). 

Research findings (Table 1) showed that interest rate is statistically significant 

and positive related to ability to finance small businesses at p<0.05 level. Results 

suggest that as interest rate increases by 1% financial institutions will increase loans 

accessibility by 26.1% to small businesses. This shows that interest rate influence in 

financing small businesses which means that the deviation of interest affects the 

effectiveness in financing. Findings contradict with observation by Jrad (2023) and 

Krasniqi et al. (2023) that high interest rates makes loans expensive and unaccessible 

for bank based investments as it impacts credit risk. As interest rates charged increase 

on the loan facilities by financial institutions becomes unattractive for most business 

owners to be financed.  As result there will be no customer accepting high charges of 

interest rate.  

Moreover, findings (Table 1) showed that collateral is statistically significant and 

positive related with ability to finance small businesses at p<0.05 level. Results meant 

that as collateral increase by 1% financial institutions will increase  loans accessibility 

of funds by 43.4% to enterprises on need of credit. Also, results suggest that having 

collateral increases the ability of financial institutions to finance small businesses 

(Ismail and Sinha, 2024; Berisha et al., 2023; Rose, 2018). Present findings contradict 

with observations by Dung and Ngan (2024) that availability of collateral and interest 

rates on loans exhibit negative association with loans application. Furthermore, 

observations showed that audited financial statement is statistically significant and 

positive related to the ability of financial institutions to finance small businesses. 

Findings suggest that as audited financial statement increase by 1% financial 

institutions will increase its ability to finance deficit units by 31.6%. Present findings 

are inline with observation by Ismail and (Sinha, 2024) and Berisha et al.(2023)  that 

having audited financial reports  increases the ability of financing small businesses 

with confidence. 

Conclusion. Findings in the source of capital structure have shown that the use of 

internal sources was dominated followed by external sources for small business owners 

as the startup of businesses. It is therefore concluded that the pecking order theory 

dominated the nature of capital structure followed by the trade-off theory. Moreover, 

findings showed that all predictor variables interest rate, collateral and audited financial 

records were statistically significant and directly related with the ability of financial 
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institutions in financing small businesses at p < 0.05 levels. Based on these findings, it 

is therefore concluded that interest rate, collateral and audited financial records are the 

determinants of the financial institutions in financing small businesses.  So, results have 

impact on how small business owners are creative in financing business. This has an 

implication to policymakers on how to raise creativeness in decision making to ensure 

business performance. Thus, findings provide the motive to those who intends to 

engage in business on how to mobilize capital for sustainable business.   Thus, it is 

recommended that future research should investigate how tax imposed for small 

business owners and interest rates affects capital structure.   
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Abstract. The agricultural sector in Ukraine plays a pivotal role in 

the country's socio-economic stability and food security. However, the 
full-scale war with Russia has significantly impacted this sector, 

necessitating comprehensive organizational and economic 

transformations to restore and enhance its functionality in the post-war 
period. This study aims to propose practical recommendations for the 

organizational and economic transformations required in the agricultural 
sector of Ukraine during the post-war economic revival period. The 

research employs a combination of general scientific methods, including 
abstract-logical reasoning, monographic and terminological analysis, 

theoretical generalization, economic and statistical analysis, abstraction, 

and formalization. These methods facilitate the substantiation of 
theoretical approaches, formation of conceptual frameworks, 

identification of development trends, and justification of strategic 
directions for the agricultural sector's transformation. Despite the crisis 

induced by the war, the agricultural sector in Ukraine has demonstrated 

financial stability and adaptability. In 2022, agriculture contributed 8.6% 
to GDP, though this was a decline from previous years. The sector's share 

in export structure increased, becoming a crucial source of foreign 
currency inflows despite logistical challenges. The study identifies 

structural issues such as over-reliance on low-value-added exports, 

technological dependencies, and economic vulnerabilities tied to the raw 
material orientation. Recommendations include diversifying production, 

enhancing value-added processing, fostering technological 
advancements, and creating investment funds for structural economic 

reforms. Further research should explore the long-term impacts of 

proposed transformations, the role of technological integration in 
agriculture, and the development of policies that balance agricultural 

productivity with environmental sustainability. Additionally, investigating 
the effectiveness of investment funds and economic incentives in achieving 

structural changes will be critical to ensuring the resilience and growth 

of Ukraine's agricultural sector. 
Keywords: agricultural sector; post-war economic development; 

food security; economic sustainability; economic transformation. 
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Introduction. Ukraine has a developed food complex, which is able not only to 

fully provide the country's population with food products, but also to form an active 

position of the country in the international markets of a number of important types of 

agro-food products. Thanks to traditionally strong food exports, Ukraine is one of the 

guarantors of food security in the world. Before the full-scale war, Ukraine was one of 

the five largest exporters of grain in the world, exporting ¾ of what it produced, 

domestic consumption of grain was only 20-25%. Ukraine supplied 10% of world 

wheat exports, more than 14% of corn and more than 47% of sunflower oil. 

At the same time, the hostilities taking place in Ukraine as a result of the large-

scale armed aggression of the Russian Federation have led to the deterioration of food 

security in Ukraine, which is caused, in particular, by broken logistics chains, destroyed 

infrastructure, and a decrease in the production of agricultural products. 

Literature review. Thanks to the works of domestic and foreign scientists, the 

topic of raw material orientation of export of agricultural production of Ukraine and its 

socio-economic and ecological consequences are widely covered in scientific 

literature. In particular, this is a study by P. I. Haydutskyi, Yu. O. Lupenko, M. I. 

Pugachev, O. S. Kovalenko, and others. Despite the professional disclosure of the 

mentioned problem, in our opinion, insufficient attention is paid to the impact of 

structural distortions of production and foreign trade in agro-food products on the 

development of the country's economy. 

Goal. On the basis of the generalization of scientists, to offer practical 

recommendations on the formation of prerequisites for the implementation of 

organizational and economic transformations of the agrarian sector of Ukraine in the 

post-war period of the revival of Ukraine. 

Methodology. Achieving the set goal and further solving the tasks was facilitated 

by the use of a complex of general scientific methods of cognition, namely: abstract-

logical (substantiation of theoretical approaches to research), monographic and 

terminological analysis (formation of conceptual and categorical apparatus), 

theoretical generalization, analysis, synthesis, induction and deduction (justification of 

the main methodological principles of the implementation of the transformation 

process in the agrarian economy), economic and statistical analysis (identification of 

trends and patterns of development business entities in the field of agrarian business), 

abstraction and formalization (justification of the strategy and prospects for the 

development of the agrarian sector in the post-war period) and others. 

Results. In the economy of Ukraine, the agricultural sector plays a crucial role in 

shaping the socio-economic state of society and ensuring the country's food security. 

Despite the crisis of the Ukrainian economy, which was primarily caused by the full-

scale invasion of Russia, the agricultural sector of our country showed financial 

stability and adaptability to the risks of wartime. 

It should be noted that the share in the structure of the GDP in 2022 was 8.6%, 

which is 2.3 percentage points higher. less than in 2021. At the same time, it should be 

noted that agriculture is the leader among the branches of material production in terms 

of GDP formation. 

A similar situation is observed in the formation of gross added value, where the 

share of agriculture slightly decreased in 2022 compared to 2018 by 2.7 percentage 
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points. At the same time, this industry plays a leading role in the formation of the 

analyzed indicator, which reflects the macroeconomic state of the country. 

 

Table 1. Dynamics of gross domestic product, gross value added and export 

volumes of goods, 2018–2022 

Indicators 
Years 2022 уears % to 

2018 2019 2020 2021 2022 2018 2019 

Gross domestic product in actual prices, UAH million 

Agriculture, 360998 356563 3930 593367 449148 124.4 75.7 

everything 3560302 3977198 4222026 5450849 5239114 147.2 96.1 

In % to all 10.1 9.0 9.3 10.9 8.6 -1.5 -2.3 

Gross value added (main prices), million UAH 

Agriculture, 360757 356563 393077 593367 426817 118.3 71.9 

everything 3016960 3421628 3626725 4684726 4580393 151.8 97.8 

In % to all 12.0 10.4 10.8 12.7 9.3 -2.7 -3.4 

Exports, thousands of US dollars 

Agriculture, 18612 22144 22179 27709 23390 125.7 84.4 

In % to all 48.8 44.2 45.1 40.7 53.0 4.2 12.3 

including crops 7241 9633 9411 12344 9108 125.8 73.8 

In % to all 19.0 19.2 19.1 18.1 20.6 1.6 2.5 

Total exports 38127.1 50054.6 49191.8 68072.3 44135.6 115.8 64.8 
Source: compiled and calculated according to the data of the State Statistics Service of Ukraine 

 

Despite the logistics crisis, characterized by the unstable operation of sea ports 

and the destruction of sales infrastructure, the share of agricultural products in the 

structure of export of goods increased in 2022 compared to 2021 by 12.3 percentage 

points. and amounted to 53%, which became one of the main guarantors of foreign 

currency inflows into the country's economy. At the same time, it should be noted that 

a decrease of 15.6% was observed in terms of value. In the structure of the total export 

of goods, the largest share was grain crops, which are characterized as goods with a 

low level of added value. 

In 2022, Ukraine received $23.3 billion in profit from the export of agricultural 

products. This is certainly half less than in the pre-war years. However, these exports 

became the main source of currency for the country during the war. For comparison, 

the income of IT services brought Ukraine 7.34 billion dollars for the analyzed year. It 

should be noted that more than 50% of goods were exported to EU countries. At the 

same time, almost half of all agricultural products are grains. 

According to scientists, the deepening of raw material specialization not only ties 

the Ukrainian economy to the business cycle of its industrial partners, but also increases 

the amplitude of its cyclical fluctuations. At the same time, technological withering 

reduces the production potential and future capabilities of the country [1]. 

A significant part of agricultural products are usually goods with a low level of 

added value. And countries that produce such goods often lag behind in their economic 

development. 

In economically developed countries, the share of agriculture in the structure of 

GDP is only 1.4%, and in underdeveloped countries - more than 30%. 
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Thus, in the world's largest food producer, Holland, the share of agriculture in the 

structure of GDP is only 1.8%, and the number of people employed in this industry is 

only 2%. In Ukraine in 2021, the above indicators were 10.9% and 8%, respectively. 

Therefore, economically developed countries do not have a high value of the specific 

weight of the raw material industry, like Ukraine. At the same time, the added value 

per worker in the agricultural sector of our country's economy is 5.5 times lower than 

the average for EU countries (Table 2). 

 

Table 2. The contribution of the agricultural sector to the development of the 

economy of individual countries in 2020 
Country Added value in the 

agricultural sector per 

employee, USD 

Added value in industry per 

employee, USD 

USA 83735.8 124204.9 

Japan 22653.4 123772.9 

Germany 38506.5 103530.2 

France 54798.9 91143.7 

Korea 18800.4 84728 

Israel 84612.5 78808 

Great Britain 48995 78780.4 

Other EU countries 26290.4 78293.5 

Ukraine 4801.4 10734.9 
Source: compiled and calculated according to the data of the State Statistics Service of Ukraine 
 

At the same time, the national manufacturing industry accounted for only 7.6% of 

GDP in 2022, showing an annual decline of 43% and entering the top five sectors in 

terms of the rate of decline. It should be noted that the reason for the decline was not 

exclusively the armed aggression of the Russian Federation, because it was recorded 

in 2018-2020, when the share of the sector decreased from 11.5 to 10.1% of GDP. For 

comparison, in 2005-2007, the processing sector reached more than 18% of GDP. 

Taking into account the current conditions of the country's economic 

development, the formation of the revenue part of the State Budget of Ukraine depends 

as much as possible on the prices on the markets of agricultural products and food, the 

fluctuations of which have a clearly pronounced cyclical nature. At the same time, the 

orientation of our country towards turning into a raw material appendage of Europe is 

threatening, which was emphasized by the ex-president of Poland, Lech Walesa, back 

in 2015. In particular, in an interview with the Die Zeit newspaper, he noted what place 

Ukraine will occupy in the unified European space: "... Ukraine has good lands so that 

it can feed all of Europe. We must tell Ukraine that it can produce all the grain for 

Europe, but not cars. Machines can be produced in Poland" [2]. 

So, the current state of Ukraine's economy is due to the influence of two main 

factors: the "curse of resources" in the form of agricultural land, which is characterized 

by a high level of fertility and a favorable geographical location, which is characterized 

by the manifestation of "Dutch disease", caused by dependence on the mass export of 

agricultural raw materials, in particular grain. 
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In fact, Ukraine has gradually made an "involutionary transition" from a country 

that is an exporter of metallurgical and chemical products to a stable exporter of 

agricultural raw materials and certain food products with little added value. 

We believe that the current economic situation in Ukraine is a consequence of 

structural degradation and structural simplification of the economy, since a strong, 

growing economy is complex. It can supply the market with a wide range of goods - 

high-tech, machine-building, alternative, Ukraine alone, as export statistics show, 

offers the world market a limited number of product groups, mainly of a raw material 

nature. In turn, a simplified economy, such as the domestic one, cannot be resistant to 

external challenges, as evidenced by the consequences of the global financial crisis of 

2008-2009, when the level of recession in our country was the highest among all 

countries, and stable economies with a diversified product structure passed this period 

without a significant decrease in the resulting indicators. 

It should be emphasized that due to the blocking of seaports and the emergence 

of problems with logistics in 2022, this industry lost approximately 7.5-8 billion 

dollars. After all, before the 3 largest ports accounted for 65% of the country's 

agricultural exports. In addition, 500 million were lost on the value of last year's unsold 

grain, and the value of captured and destroyed elevators recorded another 1.3 billion 

dollars in losses. Currently, the shortage of elevator capacities is about 15–20 million 

tons. 

Some difficulties were created by the problem of railway transportation. Tariffs 

for grain transportation in Ukraine increased by 70% in 2022, which led to additional 

costs for farmers in the amount of 120 million dollars per year [3]. 

The totality of the above-mentioned circumstances shows that the presence of 

signs of the "Dutch disease" or the "Groningen effect" is characteristic for the branches 

of agriculture and the country's economy [4]. First, one of the characteristics of the 

"Dutch disease" is differences in the formation of business conditions for subjects of 

different sectors of the economy. Thus, in our state, the most favorable conditions are 

created for economic entities in the field of agrarian business, which produce export-

oriented products, including cattle breeding. Secondly, the dependence of the country's 

economy on the export of agricultural raw materials, such as live cattle, leads to a 

decrease in the level of added value in general in the national economy of the country, 

as well as to the destruction of industry and the destruction of incentives for investment 

in knowledge-intensive industries of material production. 

Currently, for the production of agricultural products in the farms of the corporate 

sector of the agrarian economy, mainly imported technical means, seeds, plant and 

animal protection products are used. This circumstance only strengthens the innovative 

dependence of Ukraine's economy on the industrialized countries of the world, 

including Holland. 

We support the opinion of O. Kush that the current situation in the agricultural 

sector is a poverty trap, which looks like this: due to the presence of favorable natural 

and climatic conditions for the production of agricultural products, we have absolute 

advantages in this field, compared to other countries, therefore, we will concentrate on 

raw monoproducts with diminishing returns [5]. But unlike industrial goods with a high 

level of added value, it is impossible to obtain the effect of scale in the production of 
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agricultural products. The raw material orientation of the economy led to the fact that 

the "Groningen effect" has been influencing the domestic national monetary unit, the 

hryvnia, for a long time. For a long time, the exchange rate stability of the hryvnia was 

determined not by the economic efficiency of the national economy and its investment 

attractiveness, but by the growth of export revenue from the sale of raw materials, 

metal, and agricultural products. 

At the same time, it should be noted that the rapid development of the agricultural 

sector of Ukraine and its relatively high profitability even in the conditions of military 

aggression (in 2022, the level of profitability of the operational activity of agricultural 

enterprises was 21%), which clearly corresponds to the postulates of the "Rybchinsky 

theorem". As its content shows, in the event of the appearance of a growing factor of 

production, those sectors of the economy where this factor is predominant will rapidly 

develop. Currently, even in difficult economic conditions, value added tax is 

reimbursed to grain exporters. Taking into account the above, it is worth stating that 

Ukraine has the lowest rent in Europe for the use of agricultural land. The Norwegian 

economist Erik Reinert in his book "How rich countries became rich, and why poor 

countries remain poor" convincingly showed on the examples of specific countries, 

demonstrating how the focus on agriculture forced industry to degrade and reduce the 

economic development of the state [6]. 

Official statistics show that the level of poverty in Ukraine has increased since the 

beginning of the war. This is due to the loss of jobs, inflation and the deterioration of 

the economic situation. Many citizens of Ukraine found themselves on the poverty line 

or even below this line. According to a World Bank report, the poverty rate in Ukraine 

increased from 5.5% to 24.2% in 2022. Thus, every fourth Ukrainian was below the 

poverty line. Official statistics show that the level of poverty in Ukraine has increased 

since the beginning of the war. This is due to the loss of jobs, inflation and the 

deterioration of the economic situation. Many citizens of Ukraine found themselves on 

the verge of poverty or even below this threshold [7]. Together with the decrease in the 

solvency of Ukrainians and the rise in prices, which was significantly influenced by 

the devaluation of the national currency from UAH 29/dollar. to 40 hryvnias/dollar, 

with the beginning of the war, entrepreneurs almost lost the opportunity to conduct any 

foreign economic activity due to the limited capacity of the country's western borders, 

almost completely paralyzed sea ports, and closed borders with Belarus for obvious 

reasons. 

It is obvious that under the current state, the agricultural sector cannot provide the 

country's population with basic food products and is unable to generate high values of 

added value, which will ensure the country's exit from the risk zone of economic 

activity and the loss of the status of the poorest country in Europe in terms of GDP. 

The presence of a country's natural advantages, such as, for example, fertile black soils 

and a favorable climate, does not at all mean the prosperity of a nation. On the contrary, 

this state of affairs provokes merciless exploitation of resources in order to obtain easy 

profit at the expense of exporting these resources. This circumstance causes a number 

of economic and social problems. Thus, in 2020, as a result of the unbalanced economic 

activity of agribusiness entities in Ukraine, 300-400 to 500-600 million tons of soil is 

lost annually from erosion. The yield of agricultural crops on eroded soils is 20-60% 
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lower than on non-eroded ones. Losses of agricultural products from erosion, according 

to expert estimates, exceed 9-12 million tons of grain units, ecological and economic 

losses due to erosion exceed 10 billion dollars. USA every year [8]. Due to the rather 

large scale of cultivated areas, maximizing yield per unit area has been a priority until 

now. Compared to Western European agricultural regions, Ukraine uses fewer high-

quality fertilizers and pesticides, resulting in lower average yields. 

The agricultural industry is dominated by especially large agricultural holdings 

with acreage of up to 100,000 hectares. For comparison, Western European farms 

usually occupy about 70 hectares. One of the consequences of the size of Ukrainian 

companies is that they are less successful in implementing effective incentive systems 

and good governance. All producers of raw materials are at risk: their basic goods can 

fall in price at any moment and collapse the economy. Prices in Ukraine used to be 

formed on the basis of the ratio of supply and consumption. Not only between the 

manufacturer and the exporter/processor/broker, but also between the exporter and the 

importer. Now the main limiting link is logistics, and the limiting factor is the 

uncertainty of the state and working conditions of the grain corridor. In the hryvnia 

equivalent, there is no significant decrease in purchase prices based on the type of 

grain, and in the dollar equivalent, it is significant, almost twice as much. The main 

reason for raw material risks is the focus on mono-production with diminishing returns 

and the incorrect application of the theory of comparative advantages, which was 

formulated as early as the 19th century. by the English economist David Riccardo and 

testifies that trade is profitable if it is based on both absolute and relative advantages. 

As for Ukraine, the manifestation of this theory is manifested as follows: our 

country has favorable conditions for agriculture, and accordingly there are absolute 

advantages in agriculture compared to other countries, so we will concentrate on the 

production of corn, grain and sunflower oil, that is, raw monoproducts with decreasing 

return However, unlike goods with a high level of added value, it is not possible to 

obtain economies of scale in the production of agricultural products. Despite the 

conviction of scientists in the constant demand for food over a long period of time, we 

should not forget that the laws of the world economy operate inexorably: high prices 

and demand lead to the development of alternative technologies and further cyclical 

collapse through the development of alternative methods of production, the appearance 

of modified substitutes (artificial m 'yaso'), and new global players in food production. 

In addition, the production of agricultural products is characterized by the 

manifestation of climatic risks. We believe that the raw material composition of our 

country's economy creates a number of economic problems. 

The first problem is rent-oriented behavior. When the economy begins to depend 

only on resources, then the only possibility to achieve success and wealth in the country 

is to gain control over these resources. The second is unemployment, since the 

commodity economy cannot provide everyone with work. The third is debts, since the 

country produces only raw materials, it will import all manufactured goods. Given that 

the cost of manufactured goods is higher than the cost of raw materials, it will always 

suffer from a trade deficit for this reason. The lack of foreign currency makes it 

necessary to cover this deficit with debts. And these debts, in turn, will create 

permanent economic difficulties for the country. The fourth problem is the volatility of 
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prices for agricultural products. The main trend of the world agricultural market 

remains the high volatility of prices for the main types of agricultural products, which 

is connected both with the dynamic conjuncture of changes in supply and demand, and 

with complex financial and economic processes in the global economy. 

The root cause of this situation lies in the fact that the sectors of the economy - 

agriculture and industry and the service sector - develop according to different 

economic laws. J. Stiglitz singles out two types of economic activity, which he 

conventionally calls "Schumpeterian" and "Malthusian" (after the names of 

outstanding economists - Thomas Malthus and Joseph Schumpeter) [9]. Yes, 

"Schumpeterian activities" are mainly processing industry. The development of 

innovations leads to an increase in wages in this area, and, accordingly, the 

prerequisites for the development of the economy as a whole are formed. In turn, 

"Malthusian types of activity" are agriculture, which keeps wages at the level of the 

living wage. These ideas were well demonstrated by the crisis of the 1930s in the USA: 

in the manufacturing industry, workers who managed to keep their jobs did not lose 

anything in wages, and in the field of agriculture, the amount of profit and, accordingly, 

the payment of labor decreased significantly. A similar phenomenon is currently 

observed in Ukraine. We believe that the post-war period of revival of the economy of 

Ukraine should be characterized as "industrialization" of the branches of the national 

economy. The financial basis of the above-mentioned process should be laid by the 

agrarian sector. The positive experience of the countries of the world shows that the 

effect of the "raw material curse" of the national economy can be overcome, in 

particular, at the expense of the funds received from the export of agricultural products. 

At the same time, it should be noted that in the near future the high level of prices on 

the global agri-food market will remain. As an example, it is appropriate to take the 

development of the innovative economy of the Republic of Korea, which until the 

beginning of the 60s of the XX century. was an agrarian country [10]. 

Note that a negative example of the effect of the "Dutch disease" is the country of 

Somalia, where the majority of the population is starving. We believe that part of the 

income from the export of agricultural products should be used for the structural 

restructuring of the economy through the formation of development investment funds. 

Without their creation, our country will not be able to carry out an effective structural 

transformation of the national economy. At the same time, it is important to use a set 

of incentives: cheaper lending for domestic and foreign buyers of products of priority 

industries, providing cheap loans and even compensating a part of investments for the 

construction of new factories, simplifying the import of technologies and equipment 

for the purpose of creating new technological enterprises, the development of free 

economic zones and technology parks, simplification of connection to 

communications, additional export duties on raw materials. Thus, at one time, Japan 

and Korea used their textile industries to build advanced automotive and electronic 

industries. 

The capitalization of the economy is the so-called internal multiplier of assets, on 

which the industry structure directly depends. The raw economy is not of interest to 

foreign investors. Nobel laureate Paul Krugman substantiated the theory of 

international trade, according to which developed countries dominate due to the fact 
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that their large technological corporations win the competitive struggle through 

economies of scale of production, and developing countries lose this struggle, even 

with cheap labor [ 11]. Thus, developing countries need to temporarily limit the export 

of raw materials and stimulate the development of domestic production, and as their 

competitiveness increases, gradually abolish the introduced barriers. An example can 

be the historical fact that by 1960 the economy of Somalia was ahead of the qualitative 

parameters of South Korea. However, the latter, thanks to its focus on industrial 

development, was able to overcome its perceived competitive "advantages" in the form 

of cheap labor and the export of agricultural raw materials based on the development 

of high-tech industries with high added value, and Somalia finally lost its economic 

potential. 

Discussion. The course of industrial development with developed agriculture 

should become a strategic priority for Ukraine. However, world experience proves that 

all countries with strong agricultural production set themselves the task that it should 

not exceed 10% of GDP. In view of modern scientific opinion and the impact of 

globalization, it can be argued that in the long term, the focus should be exclusively on 

the resource (agrarian) potential of the country, which will have an extremely negative 

impact on its economic future. The economies of the world's leading countries are 

under the influence of the fourth industrial revolution, where raw materials cease to 

bring excess profits, and their income is formed due to the production of products with 

high added value and a significant scientific and technological component, innovations 

and synergies. In recent history, there are examples when states in 8-12 years have 

almost radically diversified their export structure, increasing the specific weight of its 

more valuable and technological components (China, Vietnam, South Korea, Turkey, 

etc.). The most important role in this was played, firstly, by the state and its support 

policy, and secondly by investors, who jointly achieved the gradual integration of local 

companies into global value added chains - first as intermediate agents or local 

producers, and then as final entities chain, in particular in the form of transnational 

corporations. In this case, it is appropriate to quote Friedrich Hayek: "It is difficult for 

all of us to put up with unfinished business, so it is time to start escaping from the curse 

of the commodity economy" [12, p. 56]. 

Conclusions. As the experience of the countries of the world, in particular the 

Republic of Korea, shows, the basis for the transformation of a "raw" economy to a 

high-tech one should be based on a flexible policy of adaptation in global chains of 

added value. Its components are: attracting and reorienting investments to create and 

modernize national industries for deeper processing, stimulating the development of 

related processing industries (packaging, cold chain, warehouse equipment, irrigation, 

fertilizer production); creation and development of national food clusters integrated 

with processing enterprises, research institutes and affiliated companies; promoting the 

interests of domestic producers on world markets, holding National Food Products 

Exhibitions; medium-term and long-term financing of state programs of preferential 

lending for the processing industry and related sectors of the economy; broad 

deregulation of economic relations, maximum expansion of opportunities in trade in 

agricultural food. We believe that the transformation processes of the domestic 

agricultural sector should be based on the "Strategy for the development of agriculture 
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and rural areas in Ukraine for the period until 2030", which should be developed taking 

into account the need for changes in the implementation of state policy in the field of 

agriculture, in particular related with granting Ukraine the status of a candidate for 

joining the EU and other international obligations, and will determine the main priority 

goals that will contribute to the achievement of general goals in the economic, 

environmental and social spheres in accordance with the Plan of Ukraine for the 

implementation of the Ukraine Facility program. 
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Abstract. The issues of ownership structure, audit quality, earnings 

management, and financial reporting quality have garnered increased 
attention from the public, professionals, and other stakeholders, especially 

following numerous corporate scandals in Vietnam. Ownership structure is 

crucial in enhancing financial reporting quality (FRQ) by serving as an 
effective internal control mechanism. This study explores how different 

types of ownership affect FRQ and the role of audit quality. Previous 
literature has investigated the relationships between ownership types, audit 

quality, and FRQ. This study aims to integrate these variables into a 
comprehensive model that describes the impact of ownership structure 

within a company and audit quality on FRQ. The relationships tested 

include: ownership structure and FRQ, the mediating effect of audit quality 
on these relationships, and audit quality and FRQ. Analyzing panel data 

from 112 Vietnamese listed firms on the Ho Chi Minh City Stock Exchange 
from 2011-2021, the results revealed that directors' and family ownership 

positively affect FRQ by reducing earnings management, while institutional 

ownership negatively influences FRQ. Managerial ownership was found to 
have an insignificant impact on FRQ. Audit quality partially mediates these 

relationships and has a significantly positive impact on FRQ, suggesting 
that high audit quality deters earnings management. This study 

recommends enhancing the supervisory and monitoring role of institutional 

ownership in financial statement preparation. 
Keywords: audit quality, financial reporting quality, ownership 

structure, Vietnam 
JEL Classification: G32; M42; O32 
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Introduction. Financial reporting quality (FRQ) fundamentally describes a 

company's financial and accounting activities, serving as a crucial reference for both 

external and internal stakeholders when making decisions (Dobija et al., 2022; Q. K. 

Nguyen, 2023c; Q. K. Nguyen & Dang, 2022a, 2022b; Ud Din et al., 2021). The 

effectiveness of financial reporting is significantly enhanced when it exhibits 

reliability, understandability, relevance, and comparability. The financial crisis, 

highlighting directors' lack of accountability in permitting excessive risk-taking, has 

sparked a global debate on the enforceability of directors' obligations. 

Investors require accurate and unbiased earnings information to assess cash flows 

accurately. Corporate scandals have underscored the necessity for reforms in corporate 

governance and governance structures, emphasizing the importance of improving the 

quality of reported earnings (Q. K. Nguyen & Dang, 2023a; Qiao et al., 2023; Suprianto 

et al., 2017). Various users rely on a company's financial information, including 

owners, customers, management, employees, government, and creditors. Management 

needs accurate financial data to make sound economic decisions; owners need to 

understand their firm's true performance to differentiate between good and bad 

investments; suppliers need assurance of the firm's ability to pay; and creditors need 

confidence that the firm can repay borrowed funds. High-quality financial and 

accounting disclosure is essential for maintaining a functional and dynamic capital 

market (Choi & Byun, 2018; Lin & Hwang, 2010; Q. K. Nguyen & Dang, 2023b). 

Moreover, it has been emphasized by multiple parties that audit quality, FRQ, and 

corporate governance (CG) are crucial in preventing financial scandals. Understanding 

the interrelationships between effective CG, audit quality, and FRQ necessitates a 

thorough examination of their components (Baker et al., 2019; Morris & Laksmana, 

2010; Q. K. Nguyen, 2022b). The role of robust CG mechanisms in enhancing FRQ is 

a vital topic, widely studied to assess corporate performance and the status of stock 

exchanges in various economies. Regulatory agencies often assert a direct relationship 

among CG mechanisms, audit quality, earnings quality, and FRQ. Therefore, 

examining the impact of ownership structure as a CG mechanism on FRQ is of 

significant importance (Kouaib & Jarboui, 2014; Q. K. Nguyen, 2022a). 

Researching the study on ownership structure, financial reporting quality, and the 

role of audit quality in Vietnam is of paramount importance due to several compelling 

reasons. Vietnam's dynamic and rapidly evolving economy has seen substantial growth 

and integration into the global market, making robust corporate governance and high-

quality financial reporting essential for sustaining investor confidence and economic 

stability (Q. K. Nguyen, 2022d, 2023b). Ownership structures in Vietnamese 

companies are diverse, including state-owned enterprises, family-owned businesses, 

and firms with significant foreign investments, each presenting unique governance 

challenges and opportunities (Kim & Lu, 2011; Wang, 2018). Understanding how these 

different ownership structures impact FRQ is critical for policymakers, investors, and 

regulators aiming to foster a transparent and reliable business environment. Moreover, 

the role of audit quality in ensuring the integrity of financial statements cannot be 

overstated. High-quality audits serve as a deterrent to earnings management and 

financial misreporting, thus playing a crucial role in enhancing the credibility of 

financial information. In Vietnam, where regulatory frameworks and enforcement 
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mechanisms are still developing, investigating the interplay between ownership 

structure, FRQ, and audit quality can provide valuable insights into the effectiveness 

of existing corporate governance practices and identify areas for improvement. 

Additionally, such research can contribute to the global discourse on corporate 

governance by offering perspectives from an emerging market context, where unique 

socio-economic factors influence corporate behavior. Ultimately, this study can aid in 

developing tailored strategies that improve financial reporting standards and audit 

practices, thereby bolstering investor trust, attracting foreign investments, and 

promoting sustainable economic growth in Vietnam. 

Literature review. Ownership structure plays a crucial role in shaping corporate 

governance practices and, consequently, the quality of financial reporting. Diverse 

ownership structures, including state ownership, family ownership, institutional 

ownership, and foreign ownership, have been found to influence financial reporting 

quality differently. For instance, state-owned enterprises (SOEs) often face unique 

governance challenges due to political interference and less stringent profit 

maximization objectives, potentially leading to lower FRQ (Mustapha & Ahmad, 2011; 

Q. K. Nguyen, 2020, 2023a; Paniagua et al., 2018). Conversely, family-owned 

businesses might exhibit higher FRQ due to a long-term orientation and a desire to 

maintain the family’s reputation, although this is not always the case if the controlling 

family engages in earnings management to serve personal interests. Institutional 

investors, with their significant resources and expertise, generally demand higher 

transparency and accountability, thereby promoting better FRQ. However, the 

effectiveness of institutional ownership in improving FRQ can vary based on the level 

of their activism and engagement in corporate governance practices. Foreign 

ownership often brings with it international best practices and higher standards of 

financial reporting, but the impact on FRQ can be contingent on the degree of control 

and influence exerted by foreign investors (Q. K. Nguyen, 2024; Rashid, 2020; 

Shehzad et al., 2010). 

The relationship between financial reporting quality and corporate governance 

mechanisms has been extensively studied, highlighting the importance of robust 

governance frameworks in ensuring high-quality financial disclosures. Good corporate 

governance practices, such as the presence of an independent board of directors, 

effective audit committees, and transparent disclosure policies, are associated with 

improved FRQ (Larcker et al., 2007; Law & Azman-Saini, 2012; Q. Nguyen & Dang, 

2020; Weir & Laing, 2001). The board of directors plays a pivotal role in overseeing 

management and ensuring that financial reports are accurate and reliable. Audit 

committees, when composed of independent and financially literate members, can 

significantly enhance the quality of financial reporting by providing oversight and 

challenging management's judgments and estimates. Furthermore, transparent 

disclosure policies that comply with international financial reporting standards (IFRS) 

contribute to higher FRQ by ensuring that financial information is relevant, reliable, 

and comparable across different periods and entities. The literature suggests that firms 

with strong corporate governance structures are less likely to engage in earnings 

management and more likely to provide financial reports that reflect the true economic 

performance of the company. Family ownership typically has a dual impact on both 
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managers and owners. On one hand, it can foster a long-term commitment to the firm, 

as the family's significant interests and wealth are closely tied to the company's success 

(Germain et al., 2014; Ho et al., 2023; John & Senbet, 1998; Khai, 2022). On the other 

hand, this type of ownership often leads to risk aversion due to the high stakes involved. 

Additionally, family owners can sometimes derive special benefits from managing the 

firm, potentially at the expense of minority shareholders. Previous research has linked 

family ownership with high levels of earnings quality. 

Studies by Carey et al. (2000) and Basheer et al. (2021) have shown that family 

ownership negatively impacts financial performance. Similarly, Powell and Greenhaus 

(2010) found that family ownership reduces earnings quality, while Basheer et al. 

(2021) demonstrated that it diminishes financial reporting quality. Conversely, Reyna's 

research on ownership composition and earnings management (EM) practices 

indicated that family ownership decreases EM practices, though this effect varies with 

firm size. Other studies have shown mixed results: Madani et al. found no significant 

relationship between family ownership and FRQ, and Affan et al. Rashid (2020) 

reported that family ownership does not influence FRQ. However, Tandean and 

Winnie (2016) highlighted that family ownership significantly enhances earnings 

quality. These conflicting findings lead to the formation of the following hypothesis. 

Audit quality is a critical component in the financial reporting process, serving as 

a mechanism to enhance the credibility and reliability of financial statements. High-

quality audits help detect and deter financial misreporting, thus contributing to 

improved FRQ. The literature identifies several factors that influence audit quality, 

including the size and reputation of the audit firm, auditor independence, and the level 

of audit fees. Big Four audit firms, due to their extensive resources, expertise, and 

reputation, are generally associated with higher audit quality compared to non-Big Four 

firms (Dang & Nguyen, 2021b; Dang et al., 2022; Le et al., 2021; Lin & Hwang, 2010). 

Auditor independence, both in fact and in appearance, is crucial for ensuring that 

auditors can provide an unbiased and objective assessment of the company's financial 

statements. Studies have shown that higher audit fees, which often reflect the 

complexity and risk associated with the audit, are positively correlated with audit 

quality. Moreover, regulatory oversight and enforcement play a vital role in 

maintaining audit quality. Countries with stringent regulatory frameworks and active 

oversight bodies tend to have higher audit quality, which in turn leads to better FRQ. 

Audited financial statements are critical for providing investors, shareholders, and 

other stakeholders with the information necessary to make informed financial and 

economic decisions. These financial reports serve as a fundamental basis for decision-

making in the capital market by offering insights into past performance, predicting 

future profitability, and monitoring managerial behavior. The utility of financial 

reporting is significantly enhanced when it can serve as a reliable reference for 

forecasting the company's future condition, thereby guiding users in making strategic 

decisions that steer the company in a positive direction (Al-Rassas & Kamardin, 2015; 

Dang & Nguyen, 2021a; Kouaib & Jarboui, 2014; Q. K. Nguyen, 2021). 

However, earnings management can occur when financial reports are prepared 

using the accrual method, as it allows management to manipulate earnings to improve 

the appearance of financial statements. Managers may engage in earnings management 
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to mask deficiencies and present a more favorable image to users of financial reports 

(Q. K. Nguyen, 2024; Suto & Takehara, 2020). This manipulation undermines the 

integrity of financial reporting and can mislead stakeholders. To mitigate this issue, 

Jensen and Meckling (1976) propose that effective mechanisms are needed to oversee 

and control management performance, ensuring alignment with shareholder interests. 

Ownership structure serves as a valuable mechanism for reducing conflicts between 

shareholders and managers. It acts as an invisible supervisory and regulatory tool that 

limits earnings management by ensuring closer involvement and scrutiny of 

management activities. The prevalence of accounting and financial scandals has 

underscored the urgent need to enhance the credibility of financial reports through the 

establishment of robust governance structures. The interactions between corporate 

governance (CG), ownership structure, and financial reporting quality (FRQ) have 

been extensively debated in developed countries. Recently, attention has shifted 

towards developing countries to explore how these interactions play out in different 

regulatory and economic environments. This includes investigating the roles of 

corporate governance, governance structures, external audit quality, and reporting 

quality to improve financial reporting practices globally. 

The interplay between ownership structure, audit quality, and FRQ is complex 

and multifaceted, with each element influencing the others in various ways. Ownership 

structure can impact the demand for and supply of audit services, thereby affecting 

audit quality. For example, firms with higher institutional ownership may demand 

higher audit quality to satisfy the rigorous monitoring and accountability requirements 

of institutional investors. Similarly, family-owned businesses might seek high-quality 

audits to enhance credibility and maintain the family’s reputation (Aljughaiman et al., 

2023; Almustafa et al., 2023; Dang et al., 2020; Dang & Nguyen, 2022; Srinidhi et al., 

2011). Conversely, in state-owned enterprises, the demand for high-quality audits may 

be lower due to political considerations and less pressure from profit-maximizing 

objectives. The quality of audits, in turn, influences FRQ by providing assurance on 

the accuracy and reliability of financial statements. Studies have shown that high-

quality audits mitigate the risk of earnings management and enhance the transparency 

of financial disclosures. The interaction between these elements underscores the 

importance of considering the broader corporate governance context when examining 

the determinants of FRQ. 

Methodology. The study's population includes all companies listed on the Ho Chi 

Minh City Stock Exchange from 20011 to 2021. The sample comprises all companies 

that provided information about their ownership structure during this period, spanning 

nine years and involving 180 companies. Data for both the mediator and independent 

variables were manually gathered from the companies' annual reports. 

Measures and Model. This study will employ discretionary accruals (DACC) as 

a proxy for financial reporting quality (FRQ). The underlying assumption is that the 

level of DACC serves as a reliable indicator of earnings management (EM), making it 

an inverse measure of FRQ. A low level of DACC is anticipated to reflect high 

financial reporting quality and earnings quality. Therefore, to improve our model, the 

study will separate the firms take a conservative strategy (DACC < 0) and the firms 

engaged in the aggressive strategy (DACC > 0). This measure is formular in the 
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literature (Q. K. Nguyen, 2022c; Parte-Esteban & García, 2014; Suprianto et al., 2017) 

 

Table 1. Measurement the Variables 
Variable Variable type Measurement 

Financial reporting quality 
Dependent 

variable 
Discretionary accruals 

Audit quality 
Mediator 

variable 
Audit fees 

Institutional ownership 
Independent 

variable 

Proportion of institutions 

ownership to the paid capital 

family ownership 
Independent 

variable 

Proportion of family ownership to 

the paid capital 

Managerial ownership 
Independent 

variable 

Proportion of managers’ ownership 

to the paid capital 

Board’s ownership 
Independent 

variable 

Percentage of director’s ownership 

in the board to the paid capital. 

 

Based on the table II above, the model of this study have three equations as follow: 
EM = β0 + β1BDOWN + β2FMOWN + β3INSOWN + β4MAOWN + ε                                          (1) 

EM = β0 + β1AFEES + β2BDOWN + β3FMOWN + β4INSOWN + β5MAOWN + ε            (2) 

EM = β0 + β1AFEES + ε              (3) 
 

Results. Table 2 show the descriptive statistic of the variable. The results in this 

table show that the level of earnings management is not too high but there is a large 

difference between firms. 

 

Table 2. Descriptive Statistics 
 EM AFEES BDOWN FMOWN INSOWN MAOWN 

Mean -0.000690 3.520025 0.169792 0.092606 0.239699 0.023937 

Median 0.002913 9.071073 0.106135 0.005075 0.26656 0.001230 

Maximum 3.900616 11.59910 1.000000 0.955000 0.999 0.693950 

Minimum -1.699076 9.007666 0.000000 0.000000 0.000000 0.000000 

Std. Dev. 0.262090 1.916109 0.191903 0.296756 0.279593 0.071569 

 

Skewness 20.65679 -0.269933 1.719261 0.769567 0.639622 6.999769 

Kurtosis 655.7931 1.733996 6.256327 2.779167 2.125510 22.62369 

Jarque-Bera 23376699 119.5665 1503.067 161.1116 92.59639 29526.63 

Probability 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000 

Observations 1326 

 

The tables 3 show a correlation matrix which is a table showing correlation 

coefficients between variables. Each cell in the matrix shows the correlation between 

two variables. The value is between -1 and 1, where 1 implies a perfect positive 

correlation, -1 implies a perfect negative correlation, and 0 implies no correlation. In 

the context of this study on ownership structure, financial reporting quality , and audit 

quality, the correlation matrix helps understand the relationships among these 

variables. All values are low than 0.7. 
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Table 3. Correlation Coefficients 
 EM  AFEES  BDOWN  FMOWN  INSOWN  MAOWN 

EM 1.000           

AFEES -0.290 *** 1.000         

 0.000           

BDOWN -0.052 ** 0.077 *** 1.000       

 0.025  0.002         

FMOWN 0.014  0.024  0.092 *** 1.000     

 0.572  0.147  0.000       

INSOWN -0.012  0.027 *** -0.247 *** -0.152 *** 1.000   

 0.415  0.125  0.000  0.000     

MAOWN -0.024  0.091 *** 0.242 *** 0.071 *** -0.129 *** 1.000 

 0.177  0.000  0.000  0.005  0.000   
 

Table 4 show Variance Inflation Factors (VIF) which is considered as a test to 

measure the multicollinearity among all variables in the analysis. Based on the data 

shown in Table 4, the VIF of all variables are less than 10, therefore, there is no 

multicollinearity problem, this study will not exclude any variable from the model. 

 

Table 4. VIF 
Variable Centered VIF 

AFEES 1.17 

BDOWN 1.62 

FMOWN 1.24 

INSOWN 1.69 

MAOWN 1.58 

 

Table 5 presents the final results of the first equation, demonstrating the impact 

of the independent variables on the dependent variable. To address issues of 

autocorrelation and unit root in this model, all independent variables were converted 

to their first difference values, and the lagged value of the dependent variable was 

included. The Durbin-Watson (DW) statistic, shown in Table 5, which falls within the 

acceptable range of -2 to +2, indicating no autocorrelation issue. The model's R-

squared is 0.688, and the Prob (F-statistic) is 0.000, indicating a strong model fit. 

Additionally, normality tests confirmed that all data follow a normal distribution.  

The resuts in Table 5 find the significant roles that directors' and family ownership 

play in enhancing financial reporting quality (FRQ) through their impact on earnings 

management (EM). Directors' ownership, which typically aligns directors' interests 

with those of shareholders, was found to have a positive effect on FRQ by reducing the 

incidence of earnings management practices. This result suggests that higher levels of 

directors' ownership incentivize responsible financial reporting practices and mitigate 

agency conflicts between managers and shareholders. Similarly, family ownership 

emerged as a key factor positively influencing FRQ by curbing earnings management. 

Family-owned firms often exhibit long-term commitment to corporate success, as their 

substantial stakes and personal wealth are closely tied to the firm's performance. By 

overseeing management more closely and emphasizing long-term stability, family 

ownership structures contribute to improved financial transparency and credibility. 

Conversely, institutional ownership was found to exert a negative influence on 
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FRQ in this study. Institutional investors, while typically advocating for better 

corporate governance and oversight, were associated with higher levels of earnings 

management. This finding suggests that institutional pressures for short-term 

performance goals might sometimes lead to compromises in financial reporting 

integrity. Despite these pressures, it is important to note that the impact of institutional 

ownership on FRQ can vary widely depending on the specific governance practices 

and monitoring mechanisms in place within each firm. 

Managerial ownership, however, did not demonstrate a significant impact on FRQ 

in the study. This result implies that while managers with significant ownership stakes 

might align their interests with shareholders', their influence alone may not suffice to 

measurably improve financial reporting practices. This finding underscores the 

complexity of ownership dynamics and suggests that effective governance frameworks 

involving directors' and family ownership structures might be more crucial in fostering 

high-quality financial reporting. Overall, these results highlight the nuanced 

relationships between different ownership structures and their implications for 

financial transparency and governance practices within firms. 

 

Table 5. Equation 1 

Variable Coefficient Std. Error t-Statistic c Prob. 

DBDOWN -0.153 0.052 -2.967 0.003 

DFMOWN -0.925 0.127 -5.565 0.000 

DINSOWN 0.579 0.025 21.566 0.000 

DMAOWN 0.196 0.305 0.599 0.564 

LAGEM -0.321 0.016 -5.195 0.000 

Constant -0.005 0.000 -9.059 0.000 

R-sq 0.655 Adjusted R-sq 0.756 

F-statistic 10.651 Prob(F-statistic) 0.000 

D-W 1.156    

 

Table 6 presents the final results of the second equation, showing the impact of 

the independent variables and the mediator on the dependent variable. Similar to the 

previous model, all independent and mediator variables were converted to their first 

difference values, and the lagged value of the dependent variable was included. The 

Durbin-Watson statistic is 1.246, within the acceptable range, indicating no 

autocorrelation issue. The model's R-squared is 0.626, and the Prob (F-statistic) is 

0.000. 

Table 6. Equation 2 

Variable Coefficient Std. Error t-Statistic Prob. 

DAFEES -0.014 0.002 -5.491 0.000 

DBDOWN -0.121 0.041 -2.383 0.017 

DFMOWN -0.938 0.122 -4.248 0.000 

DINSOWN 0.412 0.024 20.243 0.000 

DMAOWN -0.025 0.299 -0.091 0.928 

LAGEM -0.251 0.015 -14.991 0.000 

Constant -0.004 0.000 -19.010 0.000 

R-sq 0.929 Adjusted R-sq 0.451 

F-statistic 11.344 Prob(F-statistic) 0.000 

D-W 1.246    
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The results show that board ownership (BDOWN), family ownership (FMOWN), 

and audit fees (AFEES) have a significant and negative impact on EM. This suggests 

that increases in these variables reduce EM. Institutional ownership (INSOWN), 

however, has a significant and positive impact on EM, indicating that higher 

institutional ownership increases EM. Managerial ownership (MAOWN) remains 

insignificant. These results confirm the hypothesis that audit fees partially mediate the 

relationship between the independent variables and EM, as the independent variables 

still have a significant impact after including the mediator. 

Table 7 presents the final results of the third equation, illustrating the impact of 

the mediating variable on the dependent variable. The Durbin-Watson statistic is 1.257, 

within the acceptable range, indicating no autocorrelation issue.  

 

Table 7. Equation 3 
Variable Coefficient Std. Error t-Statistic Prob. 

DAFEES -0.029693 0.002196 -11.44664 0.0000 

LAGEM -0.036246 0.014332 -2.928466 0.0116 

C -0.000462 0.000206 -2.240163 0.0222 

R-sq 0.494680  

Adjusted R-sq 0.366220 

F-statistic 9.649046 

D-W 1.296 

 

The results indicate that audit fees have a significant and negative impact on EM. 

This implies that higher audit fees reduce EM, thereby improving FRQ. This finding 

supports the hypothesis that audit fees significantly impact EM, consistent with the 

results of previous studies. 

In Vietnam, the findings of this study highlight significant implications for 

corporate governance and financial reporting practices. The positive impact of 

directors' and family ownership on financial reporting quality (FRQ) underscores the 

importance of internal control mechanisms within firms. By reducing earnings 

management, these ownership structures promote transparency and reliability in 

financial reporting, crucial for building trust among stakeholders in Vietnam's 

emerging market context. Moreover, the study's identification of institutional 

ownership's negative influence on FRQ emphasizes challenges in governance that need 

addressing. This suggests a need for more effective mechanisms to enhance 

institutional investors' oversight and monitoring roles in financial statement 

preparation, potentially through greater transparency requirements or strengthened 

regulatory frameworks. The mediating role of audit quality further elucidates the 

dynamics at play. High audit quality not only enhances FRQ directly but also acts as a 

deterrent to earnings management practices. This finding underscores the critical role 

of rigorous audit processes in upholding financial integrity and credibility, particularly 

in environments where regulatory oversight may be evolving. As Vietnam continues 

to integrate into global financial markets, these insights advocate for policies that 

strengthen audit standards and governance practices across listed firms. Overall, this 

study provides a comprehensive framework for understanding how ownership 

structures, audit quality, and financial reporting interact in Vietnam's corporate 
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landscape, offering actionable recommendations to foster sustainable financial 

practices and bolster investor confidence. 

Conclusion. The findings of this study provide valuable insights into the intricate 

relationships among ownership structure, audit quality, earnings management, and 

financial reporting quality (FRQ) in the context of Vietnamese listed firms. Against the 

backdrop of heightened scrutiny and regulatory reforms prompted by past corporate 

scandals, this research underscores the pivotal role of ownership structures in shaping 

FRQ through their impact on earnings management practices. Directors' and family 

ownership emerged as significant drivers of FRQ, positively influencing it by 

mitigating earnings management. These ownership structures align managerial 

incentives with shareholder interests, fostering long-term commitment to transparent 

financial reporting. In contrast, institutional ownership was found to negatively affect 

FRQ, highlighting potential challenges associated with short-term performance 

pressures that may compromise financial reporting integrity. 

Furthermore, audit quality was identified as a crucial mediator in the relationship 

between ownership structure and FRQ. High audit quality not only enhances FRQ 

directly but also acts as a deterrent to earnings management practices. This underscores 

the importance of robust audit processes and regulatory oversight in maintaining the 

credibility and reliability of financial disclosures. Moving forward, enhancing the 

supervisory and monitoring roles of institutional ownership could play a pivotal role in 

improving FRQ within Vietnamese firms. Strengthening corporate governance 

frameworks that emphasize transparency, accountability, and independent oversight 

will be essential in rebuilding trust among stakeholders and ensuring sustainable 

business practices. In conclusion, this study contributes to the existing literature by 

providing empirical evidence on how ownership structure and audit quality jointly 

influence FRQ in the Vietnamese context. By understanding these dynamics, 

policymakers, regulators, and corporate leaders can implement informed strategies to 

foster a culture of integrity and accountability in financial reporting, thereby promoting 

sustainable economic growth and investor confidence in Vietnam's capital markets. 
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Abstract. The ongoing military conflict in Ukraine has inflicted significant 

damage on the nation’s infrastructure and economy, disrupting traditional 

business operations and necessitating a reevaluation of accounting standards 

and practices. This disruption highlights the critical role of accounting in 

assessing damage, supporting recovery efforts, and adapting to a rapidly 

changing economic environment. As such, understanding the modifications and 

challenges in accounting during this period is essential for ensuring business 

continuity and aiding national recovery. This article aims to analyze the 

organizational, legislative, and regulatory changes in accounting and financial 

reporting practices in Ukraine during the conflict. It seeks to evaluate how these 

adaptations address the specific needs of businesses operating under crisis 

conditions and contribute to sustaining economic activity during periods of 

instability. The study employs a combination of general scientific methods 

including analysis and synthesis, induction and deduction, and theoretical 

generalization. A comprehensive review of recent legislative acts and 

modifications to the Ukrainian accounting framework provides a detailed 

understanding of the current accounting landscape and its evolution in 

response to the conflict. The findings reveal significant legislative adaptations 

that have simplified tax systems, reduced tax rates, and introduced exemptions 

aimed at alleviating the burden on businesses. Additionally, the establishment 

of emergency-specific accounts for recording the financial impacts of the 

conflict has enhanced the clarity and accuracy of financial reporting. These 

changes have not only facilitated the immediate survival of businesses but also 

laid the groundwork for future economic stability and recovery. Looking 

forward, continuous adjustments and updates to accounting standards will be 

crucial as the situation in Ukraine evolves. Future research should focus on the 

long-term effectiveness of these adaptations and explore further modifications 

to support the resilience and recovery of the Ukrainian economy. The 

development of robust accounting practices remains a cornerstone of economic 

recovery and sustainability, serving as both a record of the impacts of the 

conflict and a foundation for rebuilding efforts. By documenting and analyzing 

these changes, this article contributes valuable insights into the role of 

accounting in crisis management and recovery, providing a resource for 

academics, practitioners, and policymakers involved in navigating and 

overcoming the challenges posed by the conflict in Ukraine. 

Keywords: enterprise, accounting, taxation, regulatory framework, 
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Introduction. Russia's military aggression against Ukraine brought devastation, 

terrible suffering and trials to millions of civilians, and affected our country's economy 

and financial system. 

The amount of damage to Ukraine's infrastructure due to the war as of January 

2024 reached almost 155 billion dollars. This estimate also takes into account the 

damage caused to Ukraine due to the detonation of the Kakhovskaya HPP by the 

aggressor country on June 6, 2023. 

It is noted that the housing fund remains in first place in terms of the amount of 

losses. As a result of hostilities and regular shelling, the number of damaged and 

destroyed residential buildings is over 250,000 buildings. Of them, there are 222,000 

private houses, more than 27,000 multi-apartment buildings and 526 dormitories. 

Direct damages from the destruction of these objects are estimated at 58.9 billion 

dollars. Donetsk, Kyiv, Luhansk, Kharkiv, Chernihiv and Kherson regions are among 

the regions where the most destroyed residential buildings were recorded. 

At the same time, the damage caused to the infrastructure reached 36.8 billion 

dollars, the losses of industry and enterprises - at the level of 13.1 billion dollars. 

According to the latest data, 78 small, medium and large private enterprises, as well as 

348 state enterprises, were destroyed or damaged. 

Also, due to hostilities, the amount of direct losses from the destroyed 

infrastructure of the energy sector continues to grow - up to 9 billion dollars, and the 

agro-industrial complex - 8.7 billion dollars. 

In addition, as of the beginning of this year, the losses of housing and communal 

services have increased - 4.5 billion dollars. and health care - $3.1 billion. 

It is possible to create conditions for the recovery of what has been lost, realize 

new opportunities, and solve today's problems only by relying on the main source of 

information - accounting and financial reporting. 

The main principles of accounting at the enterprise are: 

- full coverage; 

- autonomy; 

- sequence; 

- continuity; 

- accrual; 

- predominance of essence over form; 

- a single monetary measure. 

In the conditions of martial law, not all principles can be observed by the 

enterprise. Business continuity is one of the main principles of accounting and financial 

reporting of Ukrainian enterprises, according to which the enterprise is considered as 

one that will continue its activities in the near future. But the state of war dictates its 

terms to us, and there are no guarantees of continuity of activity in Ukrainian 

enterprises. Therefore, today's big challenge is the ability to ensure the continuation of 

accounting activities at the enterprise. Without accounting, no enterprise can exist, 

therefore, state support is needed in the form of appropriate legislative acts to refute 

accounting, reporting and reducing the tax burden on taxpayers. 

During the martial law, there were many changes in the legislative base of 

Ukraine, namely:  



Issue 2 (18), 2024  Economics, Finance and Management Review 

 

38 

- business entities can apply for the application of the simplified tax system at the 

rate of 2% of income online. In addition, in the Diya mobile application, you can submit 

the declaration of the payer of the single tax of 2% and pay it; 

- all entrepreneurs are exempted from paying state tax for themselves during the 

period of martial law and 12 months after its end; 

- during the period of martial law, there are no fines for late payment of taxes and 

submission of reports; 

- taxpayers, on whose territory hostilities were conducted, are exempted from land 

tax, environmental tax and real estate tax. 

- reduction of the single tax rate from 5% to 2%. 

At the same time, the restrictions for staying at a reduced rate with respect to the 

maximum amount of income in the amount of up to UAH 10 billion for the FOP of 

group 3 were removed by the Law of Ukraine "On Amendments to the Tax Code of 

Ukraine and other legislative acts of Ukraine regarding the peculiarities of taxation and 

reporting in the period actions of martial law"; 

- mobilized entrepreneurs or military service entrepreneurs are completely exempt 

from the tax burden, as well as the obligation to submit a VAT tax return. 

Changes in the legislative base are reflected in both wartime and pre-war 

legislative acts, but expanded or amended. 

New legislative acts include: 

– Order of the Cabinet of Ministers of Ukraine "On ensuring the implementation 

of calculations of enterprises, institutions, organizations in conditions of martial law" 

dated March 11, 2022 No. 212; 

– Explanation of the Cabinet of Ministers of Ukraine "Regarding the procedure 

for the action of the complaint on the review of the decisions of the controlling bodies" 

dated 05.03.2022; 

- Notification of the Ministry of Finance of Ukraine "Regarding the submission 

and publication of financial statements during the period of martial law or a state of 

war" dated March 11, 2022; 

– Letter of the State Tax Service of Ukraine "Main innovations provided for by 

the Law of Ukraine dated 05.12.2022 No. 2260" dated 05.27.2022; 

– Clarification of the State Tax Service of Ukraine "Regarding implementation of 

state control (supervision) and monitoring in the sphere of pricing" dated May 2, 2022; 

– Clarification of the Ministry of Finance of Ukraine "Clarification regarding the 

application of fines for late registration of PN/RK, compiled for the period from May 

1 to 31, 2022" dated June 10, 2022; 

- Law of Ukraine "On Amendments to the Law of Ukraine "On Accounting and 

Financial Reporting" dated July 19, 2022 No. 2435-IX. 

Business transactions by enterprises in a state of war have their own specifics, and 

accounting methods must ensure compliance with the basic principles of accounting in 

accordance with the legislation of Ukraine. 

The realities in which Ukraine finds itself, starting from February 24 and until the 

end of martial law, are extraordinary. Business activity has undergone significant 

changes. Many entrepreneurs were forced to leave their homes, some went abroad, 

some moved to safer regions. That is, new circumstances have arisen for the 
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termination of the activities of many enterprises, the termination of the usual schemes 

of activity, logistics, and so on. All these circumstances created new challenges in 

accounting, that is, accounting in emergency situations. 

An emergency situation - a situation in a separate territory or economic entity on 

it or a water body, which is characterized by a violation of the normal conditions of life 

of the population, caused by a catastrophe, accident, fire, natural disaster, epidemic, 

epizootic, epiphytotic, the use of means of destruction or other dangerous an event that 

led (may lead) to a threat to the life or health of the population, a large number of dead 

and injured, causing significant material damage, as well as to the impossibility of the 

population living in such a territory or object, carrying out economic activities there 

[4]. 

A state of emergency is a special legal regime that can be temporarily introduced 

in Ukraine or in some of its localities in the event of emergency situations of a man-

made or natural nature not lower than the national level, which have led or may lead to 

human and material losses, pose a threat to life and health citizens, or in the event of 

an attempt to seize state power or change the constitutional system of Ukraine by means 

of violence and provides for the provision to relevant state bodies authorities, military 

command and local self-government bodies, in accordance with this Law, the powers 

necessary to avert the threat and ensure the safety and health of citizens, the normal 

functioning of the national economy, state authorities and local self-government 

bodies, the protection of the constitutional order, and also allows temporary, 

conditioned a threat, restrictions on the exercise of the constitutional rights and 

freedoms of a person and a citizen and the rights and legitimate interests of legal entities 

with an indication of the period of validity of these restrictions [1]. 

Types of emergency situations, depending on the nature of the origin of the events 

that may lead to the emergence of emergency situations on the territory of Ukraine: 

- man-made; 

- of a natural nature; 

- social; 

- military. 

Levels of emergency situations depending on the amount of consequences caused 

by the emergency situation, the amount of technical and material resources required 

for their elimination: 

- state; 

- regional; 

- local; 

- object. 

Due to russia's armed aggression against Ukraine, many challenges in accounting 

have arisen and continue to exist: 

- reflection in the accounting of humanitarian aid provided to Ukraine by the vast 

majority of the civilized world; 

- provision by enterprises of assistance to the army or other structures involved in 

the protection of the country and its population; 

- inventory and assessment of property located in the occupied territory; 

documentation of write-off of property lost and damaged as a result of hostilities; 
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determination of losses from such events; organization of property accounting of 

enterprises located in the occupied territory, etc. 

During the period of martial law, many methods for solving the problems of 

accounting for the consequences of emergency situations, including hostilities and the 

occupation of territories, were substantiated. 

In our opinion, now is the time to return to the already familiar classification of 

activities in accounting, namely the presence of "extraordinary activities" in it. We 

suggest including subaccount 794 "Results of extraordinary activity", subaccount 978 

"Expenses of extraordinary activity", 751 "Income of extraordinary activity" in the 

Chart of accounts of accounting, and also display information about the consequences 

of emergency situations in form 2 "Report on total income". 

Literature review. Many Ukrainian and foreign scientists studied the theoretical 

and legal foundations of accounting and taxation in Ukraine during the war. Among 

them are D. Hrycyshen (2016) and K. Polyak (2017).  

Thus, D. Hrytsyshen developed methodological approaches to the accounting 

display of transactions with property in the occupied territories, substantiated the need 

to carry out inventory procedures during the identification of damage to non-current 

and current assets; an evaluation procedure is proposed to reflect the impact of 

emergency situations on accounting objects and others. 

L. G. Lovinska, A. V. Ozeran, R. S. Korshikova in the article "Accounting and 

financial reporting in the conditions of martial law in Ukraine" clearly defined that the 

regulatory and legal support of accounting in Ukraine creates all the necessary 

conditions for reliable reflection of the financial and economic condition of enterprises 

in the conditions of armed aggression of the russian federation. 

Aims. The purpose of the article is to study the organizational and legislative and 

regulatory aspects of accounting and taxation of business activities in the conditions of 

Russian aggression. 

Methodology. The research used a set of general scientific methods: analysis and 

synthesis, induction and deduction, theoretical generalization, grouping and 

classification, logical generalization, comparative comparison. 

When studying the peculiarities of accounting in the conditions of martial law at 

enterprises, methods of logical generalization were used. Using methods of 

concretization and systematization, proposals were developed based on the results of 

the study of accounting under martial law. 

Results. The introduction of martial law in Ukraine significantly affected the 

accounting procedure. The great challenge of today's enterprises of Ukraine is the 

ability to ensure accounting in general, therefore, to support enterprises during the 

period of martial law, voluntary payment of a single tax was introduced, exempted 

from paying ESS for themselves and for mobilized workers, the EE rate was reduced 

from 5% to 2% for of the third group of single tax payers, etc. 

Also, a moratorium was introduced on fines for untimely submission of reports 

and payment of taxes, as well as the charging of fines and the implementation of 

planned and unplanned measures of state supervision (control) and state market 

supervision for the period of martial law. In order to support employers whose 

employees were subject to general mobilization or joined the ranks of the Armed 
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Forces voluntarily, the state has developed a mechanism for compensating employees. 

In addition, the procedure for calculating the average salary of mobilized workers has 

undergone changes, by excluding from the calculation period days for which there is 

no data on the accrued salary.  

During the period of martial law, many methods for solving the problems of 

accounting for the consequences of emergency situations, including hostilities and the 

occupation of territories, were substantiated. 

We propose to introduce the concept of "emergency activity" and operations 

related to military actions to be displayed on subaccount 794 "Results of emergency 

activity", subaccount 978 "Expenses of emergency activity", 751 "Income of 

emergency activity" and also to be displayed in form 2 "Report on aggregate income" 

information about the consequences of emergency situations (Table 1). 

 

Table 1. Proposals for changes to the Chart of Accounts 
Existing Chart of Accounts Changes to Chart of Accounts 

Class 7. Income and results of activity 

74 Other income 740 - Income from changes in the 

value of financial instruments 

74 Other income 740 - Income from changes in the 

value of financial instruments 

741 - Income from realization of 

financial investments 

741 - Income from realization of 

financial investments 

742 - Income from asset recovery 742 - Income from asset recovery 

744 - Income from non-operational 

exchange rate difference 

744 - Income from non-operational 

exchange rate difference 

745- Income from assets received 

free of charge 

745- Income from assets received 

free of charge 

746 - Other income 746 - Other income 

75 - 75 Income of 

emergency activity 

751 "Income of emergency activity" 

79 Financial results 791 - Result of operational activity 79 Financial results 791 - Result of operational activity 

792 - The result of financial 

operations 

792 - The result of financial 

operations 

793 - The result of another ordinary 

activity 

793 - The result of another ordinary 

activity 

- 794 "Results of emergency activity" 

Class 9. Activity costs 

97 Other expenses 970 - Costs from changes in the 

value of financial instruments 

97 Other expenses 970 - Costs from changes in the value 

of financial instruments 

971 - Cost of realized financial 

investments 

971 - Cost of realized financial 

investments 

972 - Losses from impairment of 

assets 

972 - Losses from impairment of 

assets 

974 - Losses from non-operational 

exchange rate differences 

974 - Losses from non-operational 

exchange rate differences 

975 - Depreciation of non-current 

assets and financial investments 

975 - Depreciation of non-current 

assets and financial investments 

976 - Write-off of non-current assets 976 - Write-off of non-current assets 

977 - Other activity costs 977 - Other activity costs 

- 978 "Expenses of emergency 

activity" 
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Discussion. The research outlined in this article underscores the profound impact 

of ongoing military aggression on the accounting and financial reporting landscape in 

Ukraine. As the conflict disrupts traditional business operations and economic 

activities, it necessitates a reevaluation of established accounting principles to address 

the unique challenges posed by the war environment. The data reveal not only 

extensive material damage but also significant disruptions to enterprise continuity, 

emphasizing the importance of adaptive legislative responses and accounting practices 

to manage these unprecedented conditions. 

The adaptation of accounting standards and the introduction of emergency-

specific accounts, such as "Results of emergency activity," reflect an urgent need to 

document and address the financial ramifications of the conflict accurately. These 

changes facilitate a more structured approach to capturing extraordinary expenses and 

incomes, providing clarity and accountability in financial reporting during times of 

crisis. This is particularly critical in ensuring that enterprises can maintain operations, 

assess damages, and receive appropriate aid and reconstruction support. 

Furthermore, the legislative amendments aimed at reducing the tax burden and 

simplifying reporting requirements for businesses demonstrate the government's 

recognition of the challenges faced by enterprises. By allowing businesses to operate 

under a simplified tax regime and waiving certain taxes and penalties, the Ukrainian 

government is providing much-needed relief to entrepreneurs and businesses, thus 

supporting the broader economic stability during the conflict. 

These findings underscore the resilience and adaptability of Ukrainian enterprises 

and their accounting systems in the face of adversity. However, the situation remains 

fluid, with ongoing conflicts likely to further influence the economic landscape and, 

consequently, accounting practices. The need for continuous research and adaptation 

of accounting standards is evident, as these will play a crucial role in the post-war 

recovery and rebuilding efforts. 

While the conflict presents significant challenges to accounting practices in 

Ukraine, the evolving legislative and operational adjustments provide a framework for 

resilience and recovery. Continued attention to and support for these adaptations will 

be essential in navigating the complexities of wartime economics and laying the 

groundwork for eventual recovery and growth. Future research should thus focus on 

the long-term impacts of these changes and their effectiveness in supporting the 

sustainability and recovery of Ukrainian businesses and the national economy. 

Conclusion. The ongoing conflict in Ukraine presents unprecedented challenges to 

the field of accounting and financial reporting, necessitating significant adaptations and 

reforms to meet the evolving needs of businesses under duress. This article has 

highlighted the extensive damages inflicted on infrastructure and the economy, 

underscoring the critical role of accounting as a tool for documentation, assessment, 

and recovery planning. Through the analysis of legislative changes and the 

implementation of adapted accounting practices, it is evident that accounting is not 

merely a function of business but a fundamental component of national resilience and 

recovery. 

The introduction of simplified tax regimes, exemptions from certain taxes, and 

adjustments to financial reporting requirements are pragmatic responses that support 
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the continuity of businesses during these turbulent times. Moreover, the proposed 

inclusion of emergency-specific accounts in the Chart of Accounts is a testament to the 

flexibility and responsiveness of the Ukrainian accounting framework in the face of 

crisis. 

As Ukraine continues to navigate through the repercussions of the conflict, the 

adaptability and robustness of its accounting systems will be paramount. The journey 

ahead will require sustained innovation in accounting practices, continued legislative 

support, and comprehensive research to ensure that accounting remains a cornerstone 

of economic stability and recovery. This research not only contributes to the academic 

field but also serves as a critical guide for policymakers and practitioners as they work 

towards rebuilding a stronger, more resilient Ukraine. The enduring spirit of the 

Ukrainian people and their resolve to overcome adversity is reflected in these efforts 

to maintain rigorous and responsive accounting standards, signaling hope and 

determination for the future. 
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Abstract. In the contemporary economic landscape, the concept of a 
smart economy has emerged as a critical framework for fostering 

innovation and enhancing the competitiveness of enterprises. This article 

explores the management of innovative development within enterprises 
operating in the smart economy, characterized by the integration of 

digital technologies, intelligent systems, and data-driven decision-making 

processes. Through a comprehensive examination of existing literature 

and a mixed-methods research approach, this study analyzes the 

strategies, tools, and practices essential for enterprises to thrive in a 
continuously evolving digital environment. The article provides a 

comparative analysis of domestic and foreign research, highlighting the 
practical focus of Ukrainian scholars on implementing innovative 

technologies and managing processes, contrasted with the theoretical 

perspectives of international researchers on competitive strategies and 
open innovation. A detailed comparison between the development of the 

smart economy in Ukraine and Europe is presented, showcasing key 
metrics, achievements, and challenges. Furthermore, the discussion 

addresses the positive and negative features of the smart economy, such 

as enhanced efficiency and productivity, innovation and competitiveness, 

and issues like digital divide and cybersecurity concerns. The study offers 

recommendations for improving the mechanisms of managing smart 
economy development, emphasizing investments in digital infrastructure, 

promoting digital literacy, fostering public-private partnerships, and 

ensuring inclusive access. Finally, the article proposes an adaptive 
mechanism for managing innovative development, incorporating external 

environment analysis, organizational flexibility, human capital 

investment, open innovation, and advanced information technology 

solutions. These insights and recommendations aim to guide enterprises 

in effectively harnessing innovation to achieve sustainable success in the 
smart economy. 

Keywords: smart economy, innovative development, innovation 
management, enterprises, technological innovations, digitalization, 

efficiency, competitiveness. 
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Introduction. In today's rapidly evolving economic landscape, the concept of a 

"smart economy" has emerged as a critical framework for understanding and fostering 

innovation across enterprises. The smart economy is characterized by the integration 

of digital technologies, intelligent systems, and data-driven decision-making processes 

that collectively enhance the efficiency, adaptability, and competitiveness of 

businesses. Within this context, the management of innovative development becomes 

paramount, requiring enterprises to not only adopt but also strategically navigate 

technological advancements to sustain growth and drive value creation. This article 

delves into the intricate dynamics of managing innovative development in enterprises 

operating within a smart economy, exploring the essential strategies, tools, and 

practices that enable organizations to thrive in an environment defined by continuous 

change and digital transformation. Through a comprehensive examination of 

contemporary management approaches, this research aims to provide valuable insights 

into how enterprises can effectively harness innovation to achieve sustainable success 

in the smart economy. 

The smart economy, based on the use of advanced information and 

communication technologies, is becoming a determining factor in the development of 

modern enterprises. In the context of globalization and rapid technological progress, 

enterprises face the need for continuous innovation to maintain competitiveness. 

Therefore, the issue of managing innovative development becomes particularly 

relevant, as the efficiency of this process determines not only the success of individual 

companies but also the economic development of countries as a whole. 

Literature review. A number of scientists dealt with issues of the smart economy. 

Gerasimov O.V. in the article "Innovative Development of Enterprises in the Digital 

Economy" (Gerasimov O.V., 2020) analyzes the impact of digital technologies on the 

innovative development of enterprises. The author emphasizes the importance of 

integrating digital tools into all business processes to increase productivity and 

competitiveness. Gerasimov identifies the main obstacles to digital transformation, 

such as infrastructure deficiencies and insufficient funding. Kovalchuk N.M. in the 

article "Technological Innovations as a Factor of Enterprise Competitiveness" 

(Kovalchuk N.M., 2019) examines the role of technological innovations in enhancing 

enterprise competitiveness. The author explores the relationship between investments 

in technology and the economic performance of enterprises, highlighting the 

importance of strategic planning and innovation management. Petrenko V. in the article 

"Management of Innovative Processes in the Context of Digital Transformation" 

(Petrenko V.S., 2021) focuses on the managerial aspects of implementing innovations 

in the context of digital transformation. The author proposes a model for managing 

innovative processes that considers the specifics of the digital economy and 

emphasizes the development of human capital.  

Despite a significant amount of research in the field of managing innovative 

development, unresolved issues remain regarding the integration of new technologies 

into traditional business processes, adapting the organizational structure of enterprises 

to the requirements of the smart economy, and evaluating the economic efficiency of 

innovation implementation. Additionally, aspects of human capital management in the 

context of digital transformation remain insufficiently explored. 
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Aims. The purpose of the article is to analyze and systematize existing approaches 

to managing the innovative development of enterprises in a smart economy and to 

develop recommendations for optimizing this process. 

Methodology. This study employs a mixed-methods approach to 

comprehensively explore the management of innovative development within 

enterprises operating in the smart economy. The methodology integrates both 

qualitative and quantitative research techniques to ensure a robust analysis of the 

strategies, tools, and practices employed by organizations. 

Results. Comparative Characteristics of Domestic and Foreign Research. 

Domestic researchers, such as Gerasimov O.V., Kovalchuk N.M., and Petrenko V.S., 

focus on practical aspects of implementing innovative technologies and managing 

innovative processes. Their studies emphasize the importance of integrating digital 

technologies into all areas of enterprise activity, developing human capital, and 

strategic planning. 

Foreign researchers, such as Michael Porter and Henry Chesbrough, often focus 

on theoretical aspects of innovative development. Porter investigates competitive 

strategies and the importance of innovation for creating sustainable competitive 

advantage (Porter, M. E. "Competitive Strategy: Techniques for Analyzing Industries 

and Competitors", 1980). Chesbrough developed the concept of open innovation, 

highlighting the importance of collaboration between organizations to stimulate 

innovation (Chesbrough, H. "Open Innovation: The New Imperative for Creating and 

Profiting from Technology", 2003). 

Comparative analysis of the development of the smart economy in Ukraine and 

Europe. The concept of a smart economy revolves around the integration of advanced 

technologies, such as artificial intelligence (AI), the Internet of Things (IoT), big data, 

and blockchain, to enhance productivity, innovation, and sustainability in economic 

activities. This analysis aims to compare the development of the smart economy in 

Ukraine and Europe, highlighting key metrics, achievements, and challenges. 

Development of the Smart Economy in Ukraine. Ukraine has been progressively 

working towards building a smart economy, driven by its robust IT sector and 

increasing digitalization efforts. The government has launched several initiatives to 

support innovation and technology integration across various sectors. 

ICT sector growth. The information and communication technology (ICT) sector 

in Ukraine has seen significant growth, contributing approximately 4% to the GDP as 

of 2022. The export of IT services reached $6.8 billion in 2022, marking a 24% increase 

from the previous year. 

Startups and innovation. Ukraine is home to over 1,000 startups, with a focus on 

fintech, agritech, and AI. The country ranks 34th in the global innovation index 2023. 

Digital Initiatives. The "Diia" initiative by the Ukrainian government aims to 

digitalize public services, making them more accessible to citizens. Over 14 million 

users have registered on the platform since its launch. 

Development of the smart economy in Europe. Europe, on the other hand, has 

been a frontrunner in the smart economy, with extensive investments in digital 

infrastructure, research, and innovation across its member states. 
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ICT sector and GDP contribution. The ICT sector in Europe contributes around 

5% to the GDP of the European Union (EU). The digital economy in Europe is valued 

at approximately €800 billion. 

Digital transformation and smart cities. Europe is known for its advanced smart 

city projects. Cities like Copenhagen, Barcelona, and Amsterdam have implemented 

extensive smart solutions in energy management, transportation, and urban planning. 

Research and development. The EU's Horizon 2020 program allocated €80 billion 

for research and innovation from 2014 to 2020, with a significant portion directed 

towards smart technologies. 

Innovation index. Several European countries rank high on the Global Innovation 

Index, with Switzerland, Sweden, and the Netherlands consistently in the top 10. 

Comparative analysis: 

1. Economic Contribution. While both Ukraine and Europe have seen substantial 

contributions from their ICT sectors, Europe has a more mature digital economy, 

contributing a higher percentage to the GDP. 

2. Innovation Ecosystem. Europe has a more established innovation ecosystem 

with higher investment in R&D and more extensive smart city projects. Ukraine, 

however, is rapidly catching up with its growing startup ecosystem and government-

led digital initiatives. 

3. Digital Infrastructure. Europe boasts superior digital infrastructure with 

widespread high-speed internet and advanced IoT deployments. Ukraine is making 

strides but still faces challenges in infrastructure development, especially in rural areas. 

4. Government initiatives. Both Ukraine and Europe have proactive government 

initiatives promoting digitalization. Europe's policies are more comprehensive and 

well-funded, whereas Ukraine's initiatives like "Diia" show promising results in 

increasing digital accessibility and public service efficiency. 

5. Global rankings. European countries consistently rank higher in global 

innovation and digital readiness indices compared to Ukraine, reflecting a more 

advanced stage of smart economy development. 

Let's summarize the statistical data in Table 1. 

Table 1. Statistical Data 
№ Metric Ukraine Europe 

1 ICT Sector Contribution to GDP 4% (2022) 5% (EU average) 

2 IT Services Export $6.8 billion (2022) N/A 

3 Global Innovation Index Ranking 34th (2023) Multiple countries in top 10 

4 Number of Startups 1,000+ 20,000+ (EU) 

5 Government Digital Platform Users 14 million (Diia) N/A 

6 Horizon 2020 R&D Funding N/A €80 billion (2014-2020) 

7 Smart City Projects Emerging Established in multiple cities 

 

The development of the smart economy in Ukraine is on an upward trajectory, 

fueled by its dynamic IT sector and innovative government policies. However, 

compared to Europe, Ukraine still has room for growth in terms of digital 

infrastructure, innovation ecosystems, and global competitiveness. Europe remains a 

global leader in smart economy development, setting benchmarks in digital 

transformation and innovation. Continuous investment in technology, infrastructure, 
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and human capital is crucial for Ukraine to bridge the gap and fully harness the 

potential of the smart economy. 

Positive and negative features of the smart economy (table 2). 

 

Table 2. Positive and negative features of the smart economy 
 Positive features 

1 Enhanced efficiency and 

productivity 

Smart technologies such as AI, IoT, and big data analytics streamline processes, 

reduce waste, and optimize operations, leading to significant improvements in 

efficiency and productivity across various sectors. 

2 Innovation and 

competitiveness 

The smart economy fosters a culture of innovation, encouraging businesses to 

develop new products and services. This enhances their competitiveness in the 

global market 

3 Improved quality of  life Smart cities, with their advanced infrastructure and services, improve the 

quality of life for residents through better healthcare, transportation, energy 

management, and public services. 

4 Sustainability Smart technologies enable better resource management, reducing 

environmental impact and promoting sustainability. For example, smart grids 

optimize energy consumption and reduce carbon footprints. 

5 Data-Driven decision 

daking 

Access to real-time data allows for informed decision-making in both public 

and private sectors, leading to more effective policies and business strategies. 

 Negative features 

1 Digital divide The smart economy can exacerbate inequalities between those who have access 

to digital technologies and those who do not, leading to a digital divide within 

and between countries. 

2 Privacy and security 

concerns 

Increased data collection and connectivity pose significant privacy and 

cybersecurity risks. Protecting personal and sensitive information becomes 

more challenging. 

3 Job displacement Automation and smart technologies can lead to job displacement in certain 

sectors, creating social and economic challenges for affected workers. 

4 High initial costs Implementing smart technologies requires substantial upfront investment in 

infrastructure, training, and development, which can be a barrier for some 

organizations and regions. 

5 Dependency on technology Overreliance on technology can make systems vulnerable to failures and cyber-

attacks, potentially disrupting essential services and economic activities. 

 

Addressing these challenges requires targeted strategies, such as investing in 

digital infrastructure, promoting digital literacy, strengthening cybersecurity measures, 

fostering public-private partnerships, and aligning with sustainable development goals. 

Discussion. Ways of improving the mechanism of managing the development of 

the smart economy:  

− investing in digital infrastructure; promoting digital literacy and skills; ensuring 

inclusive access;  

− strengthening cybersecurity measures;  

− encouraging public-private partnerships;  

− regulatory frameworks;  

− fostering innovation ecosystems;  

− sustainable development goals (SDGs);  

− monitoring and evaluation;  

− global cooperation. 

Governments and businesses should invest in robust digital infrastructure, 

including high-speed internet, 5G networks, and IoT devices, to support the widespread 

adoption of smart technologies. 
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Implementing comprehensive education and training programs to enhance digital 

literacy and technical skills among the workforce is essential for maximizing the 

benefits of the smart economy and mitigating job displacement. 

Policies should be designed to bridge the digital divide by ensuring that all 

communities have access to the necessary technologies and resources. This includes 

rural and underserved areas. 

Developing and enforcing strong cybersecurity protocols and regulations is 

critical to protect data and privacy in the smart economy. Continuous monitoring and 

updating of security measures are necessary to address evolving threats. 

Collaboration between the public and private sectors can drive innovation and 

investment in smart technologies. Public-private partnerships can leverage the 

strengths of both sectors to implement large-scale smart projects effectively. 

Establishing clear and adaptive regulatory frameworks that promote innovation 

while safeguarding public interests is crucial. Regulations should address issues related 

to data privacy, cybersecurity, and ethical use of AI. 

Creating environments that support innovation, such as technology hubs and 

incubators, can stimulate the development of new smart technologies and solutions. 

Governments can provide incentives and support for research and development 

activities. 

Aligning smart economy initiatives with the United Nations Sustainable 

Development Goals can ensure that technological advancements contribute to broader 

societal and environmental objectives. 

Implementing mechanisms for continuous monitoring and evaluation of smart 

economy initiatives allows for the assessment of their impact and the identification of 

areas for improvement. Data-driven insights can inform future strategies and policies. 

Engaging in international cooperation and knowledge exchange can help 

countries learn from each other’s experiences and best practices in developing and 

managing the smart economy.  

By addressing these areas, the mechanism for managing the development of the 

smart economy can be improved, ensuring that the benefits of smart technologies are 

maximized while mitigating potential risks and challenges. 

The essence and ways to improve the adaptive mechanism of managing the 

innovative development of enterprises in the smart economy. The adaptive mechanism 

for managing the innovative development of enterprises includes: 

- Analysis of the external environment: Monitoring market trends, technological 

changes, and competitive situations for timely adaptation of strategies. 

- Organizational flexibility: Changing the organizational structure for faster 

decision-making and implementation of innovations. 

- Investment in human capital: Improving employee qualifications, developing 

their innovative culture, and creative thinking abilities. 

- Use of open innovation: Collaborating with other enterprises, research 

institutions, and startups to exchange knowledge and technologies. 

- Information technology: Implementing modern IT solutions to optimize 

business processes and enhance management efficiency. 
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Conclusions. Managing the innovative development of enterprises in the smart 

economy requires a comprehensive approach that includes the implementation of 

advanced technologies, adaptation of the organizational structure, and effective 

management of human capital. To achieve success in modern conditions, it is necessary 

to ensure the flexibility and adaptability of business processes and invest in employee 

training and development. The proposed recommendations can serve as a basis for 

further research and practical implementation of strategies for innovative development 

of enterprises.  
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Abstract. This article focuses on analyzing crisis situations in 

emergency response services and the role of artificial intelligence in 
enhancing their efficiency. The study aims to examine the challenges 

faced by emergency services and determine how artificial intelligence 

can help mobilize more internal resources for responding to 
emergencies and seasonal work. Methodology and methods: the study 

employed general scientific methods of cognition, such as analysis, 

synthesis, modeling, and forecasting. The research results indicate that 

natural and man-made disasters, such as floods, accidents, and terrorist 

acts, lead to loss of life, suffering, and infrastructure destruction. The 
main causes of challenges include a wide range of conditions such as 

weakness, unspecified injuries, changes in mental state, acute pain, 
general abdominal pain, and other less defined conditions requiring 

medical assistance. The increase in calls for psychological help points 

to an escalation of mental health issues among the population. During 

seasonal changes, there is a rise in the number of calls. In winter, due 

to harsh weather conditions, dangerous situations related to 
snowstorms and avalanches occur more frequently. Artificial 

intelligence can significantly improve the efficiency of emergency 
response services by allowing for more productive use of available 

resources. Utilizing specialized mobile applications, chatbots, volunteer 

training, and AI-powered drones can enhance coordination, resource 
allocation, and response speed to emergencies. Additionally, AI-based 

technologies such as predictive systems and route optimization can help 
overcome geographical challenges. The practical significance of the 

study lies in identifying ways to enhance the efficiency of emergency 

response services through modern technologies. 

Keywords: artificial intelligence, emergency medical services, 

workforce potential, innovations, healthcare. 
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Introduction. In the modern world, rapid response services are facing 

unprecedented challenges that span a broad spectrum of situations, from natural 

disasters to technological accidents and terrorist attacks. These events not only result 

in significant human and material losses but also test the limits of emergency services’ 

capabilities and resources, often revealing gaps in their preparedness and response. The 

urgency of optimizing the operations of these services has never been greater, and the 

need to implement innovative technologies, particularly artificial intelligence (AI), to 

enhance the efficiency and adaptability of emergency responses is becoming 

increasingly evident. 

The issues to be addressed encompass not only the shortage of personnel or 

limited physical resources but also the ability to quickly and effectively analyze large 

volumes of information, make informed decisions, and adapt to dynamically changing 

conditions. In this context, AI can play a crucial role by offering solutions for 

automating routine tasks, optimizing resource distribution, improving communication, 

and coordination among various services, and training personnel through simulations 

of real-life emergency situations.  

Literature review. The issue of artificial intelligence's impact on increasing 

internal personnel for emergency response and seasonal work more efficiently and at a 

lower cost is underexplored in the scientific literature. This issue was examined by 

breaking it down into smaller tasks, which allowed for identifying the characteristics 

of emergency response workers, identifying problems, and determining how they can 

be addressed using artificial intelligence. Significant contributions to the development 

of this topic have been made by authors such as Asay (2023), who studies the impact 

of artificial intelligence on cost savings, productivity, and employment, which can help 

reduce labor costs in emergency services. Additionally, Baetzner et al. (2022) made 

substantial contributions by evaluating the effectiveness of training programs for 

emergency medical workers in their literature review, which is critically important for 

crisis preparedness. 

Doke, Affinnih, & Yuan (2021) focused on improving emergency preparedness 

and response in rural areas, emphasizing the importance of technology for coordination 

and resource management under limited capabilities. George and Sweeney (2022) 

analyze state actions to address workforce shortages in emergency medical services, 

highlighting the importance of public policy in solving labor issues in this critical field. 

Germann (2023) examines ways to use artificial intelligence to reduce labor costs in 

business, which can also be applied to emergency services. 

The research also utilized expert literature, including publications in modern 

online editions that cover current aspects of the topic. For instance, Mandhani (2023) 

on LinkedIn explores how artificial intelligence can assist the workforce, while Peyton 

(2023) in a blog on Common Ground analyzes the challenges faced by emergency 

responders. 

Aims. The aim of the article is to identify solutions for how artificial intelligence 

can address the emergency aid crisis by reducing costs and accelerating the search for 

personnel to manage service workloads and disaster-induced demands. 

The main objective of the article are: 

− to іdentify the primary sources of the emergency response workforce crisis; 
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− to highlight the main types of problems faced by emergency responders; 

− to determine how artificial intelligence can help solve these problems; 

− to assess the impact of artificial intelligence on the speed of recruiting additional 

emergency response personnel. 

Methodology. The study employed general scientific methods of cognition, such 

as analysis, synthesis, modeling, and forecasting. 

Results. Natural and technological disasters, such as floods, accidents, and 

terrorist attacks, occur worldwide, leading to loss of life, human suffering, and 

infrastructure destruction. These events create particularly complex situations for 

emergency services as they are unpredictable and usually occur suddenly, 

overwhelming local capabilities and resources for rescue and aid provision (Baetzner 

et al., 2022). Beyond disasters, everyday life also presents high demands on rapid 

response services in the US, leading to overburdening. Over the years, there has been 

a steady increase in the number of calls, further stressing the emergency system and its 

resources. The main reasons for these calls cover a wide range of conditions, including 

various symptoms and diseases such as weakness, non-specific injuries, mental state 

changes, acute pains not classified elsewhere, general abdominal pains, and other less 

defined conditions leading to medical assistance requests (NEMSIS, 2021). 

There's also a noticeable increase in calls for psychological aid, occurring against 

the backdrop of rising mental health issues, tragic incidents involving law enforcement, 

and increased reports of psychiatric admissions in emergency departments. This 

indicates an escalation of mental health problems among the population, leading to 

more calls to emergency hotlines and other psychological support services (Saunders 

et al., 2023). It's worth noting that only 28% of calls are classified as truly emergency, 

requiring immediate response. This suggests that a significant portion of emergency 

services' resources is spent on handling non-emergency cases, potentially leading to 

delays and reduced effectiveness in responding to genuinely critical situations, 

endangering the health and lives of patients needing urgent aid (NEMSIS, 2021). 

Most of the issues listed have a seasonal nature. In winter, for example, emergency 

service workers often face hazards related to severe weather conditions, such as 

snowstorms and avalanches, especially in the country's mountainous areas. These 

conditions can lead to a significant increase in traffic accidents, hypothermia, and other 

weather-related injuries, requiring quick and effective intervention by rescue services. 

Summer brings another set of challenges, including fires, hurricanes, and floods, 

especially in coastal regions and the southeast. These natural phenomena lead to long-

term consequences, such as community life disruptions, spread of waterborne diseases, 

and environmental pollution. During spring, there's an increase in cases of depressive 

exacerbations and other mental disorders among the population, necessitating the 

involvement of mental health professionals to provide assistance. 

Seasonal factors significantly affect the operation of rapid response services, with 

some periods characterized by an especially high level of challenges, potentially 

leading to system overload. This overload is often observed during natural disasters or 

epidemics. During the COVID-19 conditions in 2020-2021, this issue became 

particularly relevant as global healthcare systems faced unprecedented demands. The 

need for medical personnel, equipment, hospital beds, and population vaccination 
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surged, significantly exceeding available resources. As a result, contemporary rapid 

response services face a range of challenges that threaten their ability to effectively 

perform their vital functions (Fig.1). 

Among the biggest challenges they face is the high volume of calls, which 

continues to grow each year, causing system overload and delays in emergency 

response services. This problem is exacerbated by a staffing crisis, as a lack of qualified 

professionals limits the ability to respond quickly and provide quality assistance. The 

geographical crisis is also a significant challenge, especially in rural and remote areas, 

where large distances and challenging natural conditions complicate rapid assistance 

provision. The technology equipment crisis further deepens these issues, as outdated 

or inefficient equipment and methods do not fully leverage the potential of modern 

technologies to improve emergency response (The White House, 2022). 

 

 
Figure. 1. Main causes of crisis in rapid response services 

Sources: developed by the author 

 

Crisis hotline challenges. Crisis hotlines, similar to "911" for situations related to 

suicidal thoughts, mental health crises, and substance abuse, play a critical role. They 

connect individuals in crisis with qualified crisis counselors who can provide 

immediate assistance, assess risks, and refer to appropriate support services. Thanks to 

the national “Lifeline” network, which includes over 200 local crisis centers accessible 

through the three-digit number 988, and numerous independent hotlines, help has 

become more widely available. However, despite these resources, the system faces 

challenges related to the volume and complexity of requests, insufficient funding and 

resources, and a shortage of qualified professionals, especially during peak periods. 

This can lead to delays in assistance, reduced service quality, and the loss of 

Main 
causes 

of crisis

Hotlines

Human 
resources 
support

Geographi
cal 

challenges

Technical 
support



Issue 2 (18), 2024  Economics, Finance and Management Review 

 

55 

opportunities to provide timely help to those in most need (Saunders et al., 2023). 

Staffing crisis. The shortage of personnel in the U.S. rapid response services, 

extending beyond the medical field to include fire departments, rescue services, and 

other emergency services, presents a significant challenge. This issue has several 

facets: 

– resource scarcity: many areas often face limited resources necessary for the 

effective operation of rapid response services, including equipment, technology, and 

training materials. This can restrict opportunities for training new specialists and 

upgrading the skills of existing personnel (The White House, 2022). 

– high stress and burnout: rapid response service workers are constantly faced with 

extreme situations and the need to make critical decisions quickly. This can lead to 

professional burnout, decreased motivation, and, consequently, a reduction in the 

number of qualified workers (Peyton, 2023). 

– need for call prioritization: in the context of staffing shortages, rapid response 

services may need to prioritize calls, which can lead to delays in responding to less 

critical cases that still require immediate intervention (Saunders et al., 2023). 

– financial and legislative initiatives: some states and counties are implementing 

financial incentives and legislative changes aimed at attracting and retaining specialists 

in the rapid response field. This may include changes in licensing requirements, 

increased wages, support programs, and insurance (George & Sweeney, 2023). 

Geographical Crisis.  The geographical features of rural areas in the U.S. present 

a unique set of challenges for rapid response services, particularly in emergency 

situations. Let's explore these issues and their implications in more detail: 

– large distances: rural areas often feature scattered settlements and extensive 

territories covered by rapid response services. This increases the time required to reach 

the scene, especially in emergencies where every second counts. This can complicate 

the provision of urgent assistance and increase the risk of adverse outcomes for the 

victims. 

– transportation barriers: the presence of limited transportation routes, such as 

single-lane roads or narrow bridges, can pose a serious barrier to effective emergency 

response. This also complicates the evacuation of populations when necessary, 

especially if the only available road is blocked or damaged. 

– geographical obstacles: natural features such as mountains, rivers, and large 

forested areas can complicate access to remote locations where emergencies may 

occur. This not only increases the time to reach the scene but can also limit the types 

of vehicles that can be used for response and evacuation. 

– weather conditions: rural areas are often more vulnerable to extreme weather 

conditions, such as snowfalls, downpours, or tornadoes, which can quickly turn 

existing geographical barriers into insurmountable obstacles, further complicating 

emergency response. 

– limited infrastructure: the lack of developed infrastructure, such as airports, 

heliports, or specialized medical centers, can complicate the logistics of providing 

assistance and evacuation, especially in critical situations (Doke et al., 2021). 

Technological Crisis. The technological crisis in the provision of emergency 

services in the U.S. poses a significant challenge to the efficiency of rapid response 
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services. One of the main issues is technological gaps in integration systems that hinder 

seamless interaction between various services such as the police, fire department, 

medical services, and other emergency services. This lack of integration can lead to 

delays in communications, incorrect routing of information, or the loss of critically 

important data during transmission between different agencies and departments 

(Powers, 2023). 

Another aspect is the inadequate level of personnel training to work with the latest 

technologies, which can hinder the effective use of available technological solutions. 

All this points to the need for a comprehensive approach to modernizing technological 

infrastructure and processes in the field of emergency services, including investments 

in equipment upgrades, development and implementation of compatible systems, 

standardization of data exchange protocols, and ensuring regular staff training. 

Technological gaps in integration complicate the effective operation of rapid response 

services (Powers, 2023). 

AI can significantly address the challenges faced by rapid response services. The 

key lies not in using AI to perform the same volume of work with fewer people but in 

enabling the same workforce to operate much more effectively. Although specific 

statistics on AI usage in rapid response services are not readily available, the National 

Bureau of Economic Research (2023) found that customer service agents using AI were 

14% more productive than those who did not use AI tools, as they could resolve more 

support issues. This suggests that efficiency in the call processing sector of rapid 

response services can also be enhanced through AI (Asay, 2023). Let's explore how 

various AI technologies integrated into different technological solutions can enable 

faster and more cost-effective mobilization of a larger internal workforce for 

emergencies and seasonal work. 

 

 
Figure 2. AI solutions for rapid response services issues 

Sources: developed by the author 
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Table 1. The impact of artificial intelligence on the speed and engagement of a 

larger number of internal workforces for emergencies and seasonal work 

Technology Impact on Rapid Response Services 

Specialized Mobile Apps 

and Platforms 

Enhances coordination and resource allocation, engages non-

specialist staff for information sorting. 

Chatbots 
Automates responses to inquiries, eases the burden on operators, 

and engages additional personnel during peak periods. 

Volunteer Training 
Effective online training using VR/MR and AI to adapt and 

improve the training process. 

Drones and Autonomous 

Flying Devices 

Quick surveying of incident sites, delivery of medical supplies, and 

increased response efficiency. 

Unmanned Ground 

Vehicles 

Autonomous delivery of equipment and conducting rescue 

operations in hazardous conditions. 

Internet of Things (IoT) 
Monitors conditions and provides rapid responses to changes, 

collects data to optimize service operations. 

Sources: developed by the author 

 

Considering the high cost of developing and implementing such technologies, 

government funding plays a crucial role in making innovative solutions accessible to a 

wide range of rapid response services. Government funding programs are key in this 

process, providing the necessary resources for the development and implementation of 

innovative medical projects. These programs can include grants for scientific research, 

subsidies for infrastructure development, and special funds to encourage partnerships 

between government institutions, the private sector, and academic circles. An 

important aspect is also the creation of a regulatory framework that would facilitate the 

integration of cutting-edge technologies into emergency services systems while 

guaranteeing high standards of safety and confidentiality. Beyond direct funding, 

government programs can support the development of innovative projects by creating 

incubators and tech parks where startups and research institutes could work on 

developing new solutions for rapid response services. This approach not only 

stimulates innovation but also promotes the rapid implementation of successfully 

realized projects into practice. 

Discussion. Many researchers see the utility of artificial intelligence in various 

aspects of addressing the challenges of engaging emergency responders. Mandhani 

(2023) notes that AI can help automate technology sorting processes. The use of 

specialized mobile applications and platforms for coordinating emergency services 

enables quick sorting of information about emergencies, resource allocation, and 

coordination between different agencies. This task does not necessarily need to be 

performed by medical professionals or rescuers; individuals with sufficient computer 

literacy and communication skills can handle it. 

Germann (2023) highlights that AI can analyze large volumes of data and 

recognize patterns, providing valuable insights for businesses. Data-driven decision-

making helps companies make informed choices based on current information and 

predictive analytics. Chatbots can be fully automated based on AI or "semi-automated," 

where an emergency response specialist selects the most relevant response from a set 

of options. This automation also allows for the engagement of more unskilled 
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personnel when needed for seasonal workloads. 

Baetzner et al. (2022) emphasize the importance of online and computer-based 

training for volunteers and emergency response specialists, using modern computer 

technologies, including AI. This enables the creation of realistic simulations of 

emergencies that replicate the complex conditions professionals must operate in. The 

use of virtual reality (VR) and mixed reality (MR) in training programs allows for the 

modeling of various scenarios, from natural disasters to man-made accidents. These 

technologies are especially effective for training in resource allocation, providing 

medical assistance in disaster conditions, and practicing teamwork and quick 

adaptation to changing circumstances. AI helps tailor the training process to the 

specific needs and skill levels of each participant. Additionally, AI algorithms can 

analyze exercise results, identify weak spots, and automatically adjust the training plan 

to maximize efficiency. 

Regarding unmanned vehicles, Powers (2023) emphasizes the use of drones and 

AI-powered autonomous aerial vehicles for rapid site inspection, delivery of medical 

supplies or equipment to hard-to-reach areas, and providing communication in places 

where traditional means are unavailable. These devices can be operated by specialists 

who are not rescuers but can manage the equipment and transmit organized information 

to the appropriate authorities. 

Asay (2023) notes that the development of autonomous transport technologies can 

contribute to effective emergency response, allowing unmanned vehicles to deliver 

necessary equipment or even conduct rescue operations in conditions hazardous for 

humans. The integration of smart devices and sensors into the Internet of Things (IoT) 

system allows for real-time monitoring of environmental conditions, health, and safety 

of personnel, and quick response to changing situations. Examples of such devices 

include bracelets that read patients' individual medical indicators and surveillance 

cameras that can be installed in crowded areas or places with a heightened risk of 

emergencies. 

Thus, involving artificial intelligence in solving the issues of engaging emergency 

responders includes technology sorting, using chatbots, training volunteers and 

trainees, employing drones and autonomous vehicles, and integrating IoT technologies. 

These approaches not only enhance the efficiency of emergency services but also allow 

for the involvement of more unskilled personnel, ensuring a rapid and quality response 

to emergencies. 

Conclusions.  AI and related technologies have the potential to fundamentally 

transform the operation of rapid response services, providing a higher level of 

efficiency and adaptability in responding to emergencies. This is made possible by the 

rapid sorting and analysis of information, automation of routine tasks, and engagement 

of additional personnel for specific tasks that do not require a high level of 

specialization. Online training using AI facilitates the training of volunteers and 

specialists, allowing them to acquire necessary skills in a safe virtual environment 

closely resembling real-life conditions. This not only ensures high-quality personnel 

training but also allows for rapid scaling of the training process to meet the needs for 

additional personnel during seasonal peaks or emergencies. Ultimately, the application 

of artificial intelligence and associated technologies not only enhances the efficiency 
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and responsiveness of rapid response services but also provides greater system 

flexibility and adaptability, enabling effective responses to the changing conditions and 

challenges of the modern world. Effective implementation of artificial intelligence in 

rapid response services requires significant funding and support for the development 

of specialized AI products to optimize emergency aid. 
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Abstract. In the context of increasing competition and dynamic 
changes in the global economy, employee loyalty emerges as a key factor 

for the stability and success of enterprises. A high level of employee 
loyalty correlates with increased productivity, optimized costs for 

recruiting and adapting new employees, and the strengthening of the 

company’s positive image. Therefore, the development and 
implementation of effective methods for assessing loyalty is an urgent 

need for businesses. This study aims to systematize and analyze modern 
tools and methodologies for evaluating employee loyalty, identifying their 

effectiveness and features of application in various conditions and 

cultural contexts. The research is based on a survey of 525 employees of 
Ukrainian enterprises using Google Forms in two stages. Methods of 

questionnaires, interviews, statistical and content analysis were used. The 
research results confirmed the significance of integrating different 

assessment methods: from traditional surveys to modern analytical tools. 

It was shown that the automation of data collection and analysis 

significantly increases the accuracy of assessments and allows for the 

identification of deep patterns in employee behavior. The positive impact 
of corporate social responsibility on employee loyalty was also noted. For 

further development in this field, it is important to explore the impact of 

digitalization on loyalty assessment processes, particularly through the 
integration of artificial intelligence and machine learning. Additionally, 

it is necessary to study the intercultural aspects of assessment methods 

and adapt them to the needs of the globalized labor market. The 

importance of researching hybrid and remote work forms, as well as 

studying the social and psychological factors that influence employee 
loyalty, deserves special attention. 

Keywords: employee loyalty; human resource management systems; 
loyalty assessment tools; data analytics in HR; employee engagement; 

loyalty. 
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Introduction. In the ever-evolving landscape of the global economy, the loyalty 

of employees emerges as a pivotal factor in the sustainable success and stability of 

enterprises. The ability of a company to foster and maintain a loyal workforce can 

significantly impact its productivity, reduce turnover rates, and enhance its competitive 

edge in the market. This interconnection between employee loyalty and corporate 

success underscores the urgency for organizations to devise effective strategies to 

assess and enhance the loyalty of their staff. 

The assessment of employee loyalty is, however, fraught with complexities due 

to the dynamic nature of the workforce and the myriad factors influencing employee 

behavior and attitudes. Traditional methods such as surveys and interviews, while 

valuable, often require supplementation through more sophisticated technological 

solutions to capture the nuanced reality of employee sentiment and commitment. As 

such, modern enterprises are increasingly turning to advanced Human Resource 

Management (HRM) systems and analytic platforms to gain deeper insights into their 

workforce's loyalty. This exploration is crucial as it not only aids in refining existing 

assessment methodologies but also helps in adapting to the new norms of work 

environments, enhancing human resource management effectiveness, and ensuring the 

sustainable development of organizations. 

This article delves into various data collection methods related to employee 

loyalty, including surveys, interviews, turnover rates analysis, and feedback 

mechanisms. Furthermore, it evaluates the efficacy of specialized HRM systems, 

statistical tools, and content analysis in fostering a comprehensive understanding of 

employee loyalty. By addressing these components, the study aims to provide a holistic 

view of the contemporary approaches to employee loyalty assessment, enabling 

corporate leaders to make informed decisions and develop robust personnel 

management strategies. 

Literature review. Assessing employee loyalty is a key aspect of human resource 

management, as high employee loyalty levels contribute to increased productivity, 

reduced turnover, and improved workplace atmosphere. This review considers the 

main information sources and tools used for assessing employee loyalty. 

One of the most common methods for collecting information on employee loyalty 

is through surveys and questionnaires. Research indicates that surveys can provide 

quantitative data on employee satisfaction and loyalty levels (Smith & Macko, 2014). 

Surveys can be structured around various parameters, such as job satisfaction, 

relationships with colleagues and management, and engagement levels. 

Another effective method for gathering information is conducting interviews and 

discussions with employees. Interviews allow for a deeper understanding of employees' 

personal motives and feelings, which may not always be captured through surveys 

(Kirkman & Rosen, 1999). This method also helps build trust between employees and 

management. 

Turnover indicators are a significant measure of employee loyalty levels. Studies 

show that high turnover often indicates low satisfaction and loyalty levels (Hancock et 

al., 2013). Analyzing these indicators can help identify problems and take measures to 

address them. 
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Many enterprises use specialized HRM systems, such as SAP SuccessFactors or 

Workday, to collect and analyze data on employee loyalty. These systems enable the 

automation of data collection processes, reducing the risk of errors and increasing 

analysis efficiency (Stone & Deadrick, 2015). 

Using statistical analysis and analytical platforms, such as SPSS or Tableau, 

allows for detailed analysis of employee loyalty data and the identification of patterns 

and trends (Hair et al., 2010). These tools assist in making informed management 

decisions. 

Content analysis of feedback received from employees through internal corporate 

channels or social media is another important tool. This method helps identify key 

issues and concerns of employees and assess their loyalty (Krippendorff, 2018). 

Establishing the relationship between employee loyalty and the economic security 

of enterprises has allowed proposing new methods of personnel assessment and 

identifying threats (Mihus, I., 2011; Mihus, I., & Chernenko, S., 2013). 

Aims. The primary aim of this research is to systematically examine and evaluate 

the diverse information sources and analytical tools employed in assessing employee 

loyalty across enterprises. This study seeks to identify effective strategies and 

technological solutions that can enhance the reliability and accuracy of loyalty 

assessments, thus aiding organizations in the strategic development of their human 

resources. 

To achieve the aforementioned aim, the research sets forth the following 

objectives: 

1. Identify and describe the range of traditional and modern methods currently in 

use for assessing employee loyalty, including both qualitative and quantitative 

approaches. 

2. Evaluate the effectiveness of various tools such as surveys, interviews, HRM 

systems, and advanced analytical platforms in accurately gauging employee loyalty. 

This includes examining the strengths and limitations of each method. 

3. Based on the findings, propose actionable strategies for organizations to 

improve their loyalty assessment processes. This involves suggesting improvements in 

data collection, analysis techniques, and the overall approach to measuring loyalty. 

Through these objectives, the article intends to contribute valuable insights and 

practical guidance to organizations striving to enhance their workforce's loyalty and, 

consequently, their overall operational effectiveness. 

Methodology. The research was conducted by surveying employees of HR 

departments of Ukrainian enterprises using Google Forms in February-March 2024. A 

total of 525 individuals participated, with 56.8% women (298 individuals) and 43.2% 

men (227 individuals). The age structure of respondents is presented in Figure 1. 
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Figure 1. Age structure of the surveyed employees of HR departments of 

Ukrainian enterprises 
Source: developed by the author 

 

 

The survey data indicate that more than 62% of respondents are aged 35-50 and 

have sufficient experience in personnel management and evaluation. 

 

 

 
 

 

Figure 2. Period of work of the interviewed employees of HR departments of 

Ukrainian enterprises at the current place of work 
Source: developed by the author 

 

Among the employees of HR departments who took part in the survey, about 35% 

have been working at their last place of employment for 3-5 years, more than 18% for 

5-7 years, and almost 14% for 7-10 years. 
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Figure 3. Respondents’ fields of activity 

Source: developed by the author 

 

The vast majority of employees of HR departments who took part in the survey 

work in IT companies (37.3%) and manufacturing companies (26.7%). 

Results. During the survey, respondents were asked 10 questions, with the help 

of which we sought to identify the tools that employees of HR departments used to 

assess the loyalty of personnel of Ukrainian enterprises. 

 

 

 
 

Figure 4. Answers to question “What are the primary sources of information 

you use to assess employee loyalty at your enterprise?” 
Source: developed by the author 

 

The primary sources of information you use to assess employee loyalty at your 

enterprise are "surveys and questionnaires" (96%) and "analysis of turnover indicators" 

(95%). At the same time, the vast majority of employees of HR departments also use 

"interviews and discussions" (87%) and "social media and other external sources" 

(72%). 
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Figure 5. Answers to question «How often do you conduct surveys or 

questionnaires to assess employee loyalty?» 
Source: developed by the author 

 

In the vast majority of enterprises whose employees of HR departments 

participated in the survey, surveys or questionnaires to assess employee loyalty are 

conducted annually (97%). 

 

 

 

 
 

Figure 6. Answers to question «What tools or platforms do you use to collect and 

analyze data on employee loyalty?» 
Source: developed by the author 

 

As the research showed, employees of HR departments most often use «Google 

Forms» (55%) and «Specialized HRM systems» (23%) to collect information and 

analyze data to assess staff loyalty. 
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Figure 7. Answers to question «How do you analyze the collected data on 

employee loyalty?» 
Source: developed by the author 

 

Among the tools to analyze the collected data on employee loyalty, respondents 

named "statistical analysis" (93%), "Comparative analysis with previous periods" 

(72%), "Content analysis" (67%) and "SWOT analysis" (64%). 

 

 

 

 
 

Figure 8. Answers to question «Do you use any automated systems or software 

for analyzing employee loyalty data?» 
Source: developed by the author 

 

 

More than 79% of employees of HR departments who participated in the survey 

indicated that they use automated systems or software for analyzing employee loyalty 

data to simplify calculations and perform their work more efficiently. 
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Figure 9. Answers to question «How often do you receive feedback from 

employees regarding their satisfaction and loyalty levels?» 
Source: developed by the author 

 

Unfortunately, the feedback system is not sufficiently developed at Ukrainian 

enterprises, which was emphasized by the results of the survey. Yes, the answers 

"Sometimes (e.g., once a year)" were given by 46% of employees of HR departments, 

"Rarely" - 22%, "Regularly (e.g., once a month)" - 14%. Moreover, only 7% of the 

surveyed employees of HR departments use feedback constantly (in real-time). Despite 

this, 11% of employees of HR departments never use feedback to evaluate staff loyalty. 

 

 
Figure 10. Answers to question «What key performance indicators (KPIs) do 

you use to assess employee loyalty?» 
Source: developed by the author 

 

Respondents noted that the main key performance indicators (KPIs) used by 

employees of HR departments to assess employee loyalty are: "Employee satisfaction 

levels" - 92%; "Turnover rates" - 86%; "Number of complaints and feedback" - 84%; 

"Employee engagement levels" - 75% and "Other indicators" - 28%. 
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Figure 11. Answers to question «Do you analyze employee loyalty data across 

different departments or groups?» 
Source: developed by the author 

 

The answers of the respondents showed that 86% regularly use to analyze 

employee loyalty data across different departments or groups, and only 11% do it 

rarely, and 2% - never. 

 

 
Figure 12. Answers to question «Do you plan to implement new tools or methods 

for assessing employee loyalty in the near future?» 
Source: developed by the author 

 

The answers of the respondents showed that 61% of them plan to implement new 

tools and methods for assessing employee loyalty in the near future. At the same time, 

32% of respondents have not yet decided whether they plan to implement new tools 

and methods for assessing employee loyalty in the near future. And only 7% do not 

plan to do this. 
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Figure 13. Answers to question «Suggestions for improving the effectiveness of 

current methods for assessing employee loyalty at your enterprise» 
Source: developed by the author 

 

Based on the survey results, proposals were developed to enhance the most 

effective methods of assessing employee loyalty at enterprises (Table 1). 

 

Table 1. The most effective methods of assessing employee loyalty at enterprises 
Methods Description 

Use of multi-channel 

data collection methods 

Implementing a comprehensive approach to data collection, including surveys, interviews, 

group discussions, and online surveys. This allows for obtaining diverse information and 

more accurately assessing employee loyalty. 

Automation of data 

collection and analysis 

processes 

Using modern HRM systems to automate data collection and analysis on employee loyalty. 

This reduces the likelihood of errors and increases efficiency and speed of information 

processing. 

Regular assessments 
Introducing regular loyalty assessments, for example, quarterly or biannually. This allows 

tracking dynamics and responding promptly to issues. 

Anonymity and 

confidentiality 

Ensuring full anonymity and confidentiality during data collection, increasing employee 

trust and encouraging more open and honest feedback. 

Employee involvement 
in the assessment process 

Creating working groups with representatives from different departments to develop 

surveys and discuss results. This helps consider the specifics of various departments and 
increases employee engagement. 

Integration of assessment 

results into development 

strategies 

Using loyalty assessment results to develop and adjust enterprise development strategies, 

training plans, and motivation programs. This demonstrates to employees that their 

opinions are considered and valued. 

Expansion of assessment 

indicators 

Including qualitative aspects in assessments, such as satisfaction with corporate culture, 

relationships with management, and professional growth opportunities. 

Use of external 

consultants 

Involving external consultants for independent assessments and analysis of loyalty. This 

provides an objective view of the situation and identifies issues that may be overlooked 

by internal specialists. 

Training and 

development of 

managers 

Conducting training and seminars for managers on the importance of employee loyalty 

and assessment methods. Increasing management awareness of modern approaches to 

personnel management improves the work environment. 

Feedback and actions 

based on assessment 

results 

Providing employees with feedback on assessment results and informing them about 

planned measures for improvement. This shows that employees' opinions are not only 

heard but also considered in further enterprise actions. 

Source: developed by the author 
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Implementing these proposals will help enhance the effectiveness of current 

methods for assessing employee loyalty, improve the work environment, and 

strengthen employee trust in the enterprise. 

Discussion. The exploration of information and analytical support for assessing 

employee loyalty in enterprises has yielded significant insights into the dynamic 

interplay between workforce management practices and organizational outcomes. This 

research highlights the critical role of employee loyalty as a cornerstone for enhancing 

productivity, reducing staff turnover, and bolstering competitive advantage. The 

findings from this study draw attention to several key areas of discussion including the 

effectiveness of current tools, the integration of technology, and the strategic 

implications for management. 

Effectiveness of Current Assessment Tools. Our study has illuminated the diverse 

range of tools used to assess employee loyalty, from traditional surveys and interviews 

to sophisticated HRM systems and data analytics platforms. Each method has its 

unique advantages and limitations. Surveys and interviews, while providing direct 

insight into employee sentiments, may suffer from biases such as social desirability 

bias, which can skew results. On the other hand, HRM systems and statistical tools 

offer a more objective analysis of loyalty indicators but may lack the nuanced 

understanding of employee feelings and motivations that qualitative methods provide. 

The effectiveness of these tools largely depends on their application within the 

specific cultural and organizational context of a business. Enterprises need to tailor 

their loyalty assessment strategies to match their specific workforce dynamics and 

organizational culture, ensuring that the tools they use are appropriate for the employee 

demographics and the specific loyalty drivers within their firm. 

Integration of Technological Innovations. The advent of digital technology and 

analytics has transformed the landscape of human resource management, particularly 

in the field of loyalty assessment. Advanced HRM systems, like SAP SuccessFactors 

and Workday, provide comprehensive data that can be leveraged to gain deep insights 

into employee behavior and attitudes. Moreover, the application of machine learning 

and artificial intelligence offers unprecedented opportunities to predict future loyalty 

trends and identify underlying patterns that may not be evident through traditional 

methods. 

However, while these technological solutions enhance the ability to collect and 

analyze data, they also raise concerns about privacy and the ethical use of employee 

information. It is crucial for enterprises to establish clear guidelines and ethical 

standards for data use to maintain trust and transparency with their workforce. 

Strategic Implications for Management. The findings of this research have 

significant implications for management practices. Firstly, the integration of 

multifaceted assessment tools can aid in developing more effective employee retention 

strategies by providing a clearer understanding of loyalty drivers. Management can use 

these insights to tailor their HR practices to better meet the needs and expectations of 

their employees, thereby enhancing loyalty and reducing turnover. 

Furthermore, the study suggests that ongoing training and development of 

managerial staff on the latest HR technologies and loyalty assessment techniques is 

crucial. Managers equipped with the knowledge and tools to analyze employee loyalty 
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effectively can make more informed decisions that contribute to a more engaged and 

committed workforce. 

Future Research Directions. Looking forward, there is a compelling need for 

further research to explore the long-term impacts of technological integration in loyalty 

assessments. Future studies could investigate the effectiveness of AI-driven analytics 

over traditional methods and examine the potential biases these new technologies may 

introduce. Additionally, cross-cultural studies could provide insights into how loyalty 

assessment tools and strategies perform across different cultural contexts, offering a 

more global perspective on employee loyalty. 

In conclusion, this article underscores the importance of a strategic and informed 

approach to assessing employee loyalty. By effectively utilizing both traditional and 

modern tools, enterprises can gain a more comprehensive understanding of their 

workforce, fostering a loyal, productive, and stable organizational environment. 

Conclusion. Based on the conducted research, the following conclusions can be 

drawn: 

1. Employee loyalty is critically important for the successful operation of 

enterprises, as it directly affects productivity, reduces turnover, and improves the moral 

climate. Increasing loyalty enhances the overall competitiveness of enterprises. 

2. Using combined methods such as surveys, interviews, turnover analysis, and 

statistical analysis allows enterprises to obtain a more complete and accurate picture of 

their employees' loyalty. 

3. Modern HRM systems and analytical platforms play a key role in collecting 

and analyzing loyalty data. These systems not only improve data accuracy but also 

ensure the efficiency of information processing. 

4. Applying artificial intelligence and machine learning has the potential to 

improve loyalty assessment processes, allowing for automated data collection and the 

identification of complex behavior patterns among employees. 

5. Corporate social responsibility (CSR) initiatives can significantly enhance 

employee loyalty, as they improve the internal and external image of the company. 

6. Additional research is needed to better understand how globalization and 

technological changes affect methods and approaches to assessing employee loyalty, 

especially in different cultural and economic contexts. 

Overall, effective use of information-analytical systems and tools for assessing 

employee loyalty plays a crucial role in forming a stable and productive work 

environment, which is the foundation for the long-term success of any enterprise. 
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Abstract. The governance of banking institutions plays a critical role in 

the stability and integrity of financial systems globally. The structure of the 

board of directors significantly influences how banks manage risks, comply 
with regulations, and align operations with the interests of shareholders 

and other stakeholders. Understanding how board structures differ across 
regulatory and cultural landscapes is crucial for enhancing bank 

accountability and performance. This article aims to critically evaluate 

how various board structures impact the accountability of banking 
institutions across different global contexts. The goal is to identify effective 

governance practices that can be adapted to improve bank accountability 
worldwide. Employing a comparative case study methodology, this 

research analyzes board structures in banking institutions across 
continents including North America, Europe, Asia-Pacific, the Middle East, 

Africa, and Latin America. Data from primary sources like interviews and 

secondary sources such as regulatory documents and academic articles are 
synthesized to assess the impact of board configurations on governance and 

accountability. The analysis reveals that effective board structures often 
include a high proportion of independent directors, robust audit and risk 

committees, and a commitment to diversity, which correlate with enhanced 

accountability and financial performance. However, variations exist due to 

cultural, economic, and regulatory differences that influence board 

effectiveness across regions. The findings suggest that while there is a 
global trend towards standardizing governance practices, local 

adaptations remain essential. The study recommends that banks and 

regulators focus on enhancing board independence, diversifying board 
composition, and strengthening risk oversight to improve governance 

frameworks. Future governance models should incorporate a dynamic 

approach to adapt to technological advancements, economic shifts, and 

societal expectations, ensuring that banking institutions can effectively 

meet emerging challenges and opportunities.  
Keywords: corporate governance; banking institutions; board 

structures; board governance; global banking system; accountability. 
JEL Classification: G28; G34; G38; O32 
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Introduction. The governance of banking institutions is a critical factor in the 

stability and integrity of financial systems worldwide. Among the various components 

of corporate governance, the structure of the board of directors plays a pivotal role in 

shaping the strategic direction and accountability of banks. The composition, 

competencies, and functioning of the board directly influence how a bank manages 

risks, complies with regulations, and aligns its operations with the interests of 

shareholders and other stakeholders. 

In the article we explore the diverse approaches to board structure across different 

regulatory landscapes and cultures, examining how these variations contribute to the 

accountability of banks on a global scale. Drawing on a range of international 

examples, the article highlights best practices and the challenges faced in implementing 

effective board governance. As financial markets continue to integrate and globalize, 

understanding these differences and their impacts on governance has become crucial 

for regulators, investors, and banking executives aiming to enhance the accountability 

and performance of their institutions. This analysis not only sheds light on the current 

state of board governance in banking but also provides insights into future trends and 

necessary reforms to meet evolving challenges in the financial sector. 

Literature Review. The role of board structures in increasing accountability 

within banking institutions has been a significant focus of scholarly research and 

industry analysis. This literature review examines key findings from various studies 

and reports that explore the influence of board configurations on governance and 

accountability in banks across different global contexts. 

Research consistently underscores the importance of board composition in 

enhancing bank accountability. Adams and Mehran (2012) argue that the presence of 

independent directors is crucial as they provide unbiased oversight and enhance the 

accountability mechanisms within banks. Moreover, Erkens, Hung, and Matos (2012) 

found that banks with higher proportions of independent directors were less likely to 

face bankruptcy during the financial crisis, suggesting that independence can 

contribute significantly to financial stability and accountability. 

Diversity on bank boards has also been highlighted as a factor contributing to 

more effective governance. Studies by Carter, Simkins, and Simpson (2003) 

demonstrate that gender and ethnic diversity bring diverse perspectives to board 

discussions, leading to more comprehensive risk assessments and decision-making 

processes. This diversity is not only correlated with better financial performance but 

also with higher levels of accountability and transparency. 

Globally, regulations play a pivotal role in shaping board structures. Macey and 

O'Hara (2003) discuss how different regulatory frameworks influence board practices, 

with stringent requirements in places like the European Union fostering more rigorous 

governance structures compared to other regions. The Basel III framework, as 

discussed by Tarullo (2014), emphasizes the need for stronger risk management 

practices at the board level, directly impacting board structure and functions to ensure 

higher accountability and risk oversight. 

Comparative studies, such as those by Aguilera and Jackson (2010), provide 

insights into how cultural and institutional variations affect board structures and their 

effectiveness in governance. For example, Japanese banks tend to have larger boards 
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that include executives from other firms within their keiretsu (corporate group), which 

can influence their governance practices and accountability mechanisms. 

Finally, literature on best practices in board governance, such as the works by 

Walker (2009), who reviewed the governance of UK banks post-financial crisis, 

suggests that beyond compliance, effective boards engage actively with management 

to shape strategy and oversee its implementation. The Walker Review also emphasizes 

the role of specialized committees (like risk and audit committees) in enhancing board 

oversight and accountability. 

The literature indicates a consensus on the critical role of board structures in 

banking governance, pointing to composition, diversity, regulatory compliance, and 

the adoption of best practices as key elements that enhance accountability. This review 

sets the stage for further exploration into how these elements are implemented globally 

and the effects they have on bank performance and accountability. Through this 

analysis, the forthcoming sections of the article will delve deeper into global case 

studies and data-driven insights to enrich our understanding of effective board 

governance in the banking sector. 

Aims. The primary aim of this article is to critically evaluate how various board 

structures impact the accountability of banking institutions across different global 

contexts, with the goal of identifying effective governance practices that can be 

modeled and adapted to enhance bank accountability worldwide. 

The main objectives of the Article are: 

− to compare board structures globally: analyze and compare different board 

structures used in banking institutions across various countries, focusing on key 

elements such as the proportion of independent directors, board size, diversity, and the 

presence of committees dedicated to audit, risk, and compliance. 

− to understand regulatory influences: examine how national and international 

regulations shape board structures in banks, and how these structures respond to 

regulatory requirements aimed at increasing accountability. 

− to evaluate the effectiveness of different board structures: assess how various board 

structures contribute to or hinder accountability in banks by looking at case studies and 

performance outcomes from multiple banking systems. 

− to identify best practices: identify best practices in board governance that effectively 

increase accountability and transparency in banking operations, drawing on successful 

examples from leading global banks. 

− To Recommend Strategies for Improvement: Provide recommendations for banks 

and regulators on optimizing board structures to enhance accountability, based on the 

synthesis of global experiences and proven governance frameworks. 

Through these objectives, the article seeks to provide a comprehensive overview 

of how board structures can be strategically designed and implemented to bolster 

accountability within the banking sector, offering actionable insights for stakeholders 

across the financial industry. 

Methodology. The core of the research methodology involves comparative case 

studies of banking institutions across different regions, including North America, 

Europe, Asia-Pacific, the Middle East, Africa, and Latin America. This approach 
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allows for an in-depth understanding of how board structures vary across different 

regulatory and cultural environments and their impact on bank accountability. This 

comprehensive methodological framework enables a detailed exploration of the role of 

board structures in enhancing bank accountability globally, providing valuable insights 

that can guide future reforms in bank governance. 

Results. The global experience concerning the role of board structures in 

enhancing bank accountability reveals a complex landscape shaped by diverse cultural, 

regulatory, and economic factors. Here’s an overview of how different regions and 

countries implement board structures to increase accountability in banking institutions: 

1. North America. In the United States, the Sarbanes-Oxley Act and subsequent 

regulations have stressed the importance of independent directors and robust audit 

committees. Most U.S. banks now have a majority of independent directors on their 

boards, which is believed to enhance oversight and accountability. Canadian banks also 

follow a similar structure, emphasizing transparency and accountability, partly driven 

by the guidelines set by the Office of the Superintendent of Financial Institutions 

(OSFI). 

In North America, the role of board structures in increasing bank accountability 

has been significantly shaped by a combination of regulatory changes, market 

dynamics, and evolving best practices over the past few decades. Here’s an overview 

focusing on the United States and Canada, which are representative of North American 

approaches to corporate governance in the banking sector: 

United States of America. The U.S. has a robust regulatory framework that 

strongly influences board structures and governance practices. Key legislative acts 

include: 

– The Sarbanes-Oxley Act (2002): Introduced in response to financial scandals in the 

early 2000s, this act mandates stricter audit requirements, increased transparency, 

and higher accountability for corporate boards. 

– The Dodd-Frank Act (2010): Enacted after the 2008 financial crisis, it includes 

provisions for improving board accountability through enhanced oversight and risk 

management practices. 

These regulations have reinforced the importance of having independent directors 

and competent audit committees. For instance, Dodd-Frank led to the creation of risk 

committees in major banks, responsible for overseeing the integrated risk management 

framework. 

U.S. banks typically emphasize a high proportion of independent directors who 

are expected to provide unbiased oversight. The role of these directors is critical in 

strategy formulation, risk management, and ensuring that executive actions align with 

broader corporate governance principles. 

U.S. banks are also required to have regular board evaluations, which include 

assessments of individual directors and the effectiveness of the board as a whole. These 

evaluations help maintain high standards of accountability and transparency. 

Canada. In Canada, the Office of the Superintendent of Financial Institutions 

(OSFI) sets guidelines that influence how banks structure their boards. These 

guidelines stress the importance of governance practices that enhance accountability. 

Similar to the U.S., Canadian banks favor a structure dominated by independent 
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directors. Canadian banks are also known for their strong emphasis on ethical 

governance and sustainability issues, integrating these into board deliberations and 

decision-making processes more explicitly than in many other regions. Risk 

management is a critical component of board duties in Canadian banks, with many 

having dedicated risk management committees that work closely with the board to 

ensure that all types of risks (credit, market, operational) are adequately monitored and 

managed. 

The common trends and practices in the governance structure of banking 

institutions in the United States of America and Canada are presented in Table 1. 

 

Table 1. The common trends and practices in the governance structure of 

banking institutions in the United States of America and Canada 
Feature Description 

Emphasis on 

Independence and 

Expertise 

Both U.S. and Canadian banks prioritize having independent directors with 

expertise in finance, economics, and increasingly, technology, to address the 

growing cyber risks and digital transformation in banking 

Audit and Risk 

Committees 

These committees are standard features, tasked with overseeing financial 

reporting and risk management practices, thus ensuring the banks operate within 

the regulatory frameworks and adhere to high standards of accountability 

Diversity and Inclusion 

There is an increasing focus on enhancing diversity on bank boards in both 

countries, driven by the recognition that diverse boards can contribute to more 

effective governance and decision-making 

Regular Evaluations and 

Transparency 

Regular performance reviews of boards, transparent reporting, and open 

communication with stakeholders are key aspects of ensuring accountability in 

North American banks 

Source: systematized by the authors 

 

In summary, the experience in North America reflects a sophisticated and highly 

regulated approach to corporate governance in banking, with a clear emphasis on 

independence, expertise, and accountability mechanisms to ensure that banks not only 

comply with regulations but also serve the interests of their stakeholders effectively. 

2. Europe. European banks have seen a significant transformation in board 

structures, especially after the financial crisis of 2008. The European Banking 

Authority (EBA) guidelines and the EU’s Capital Requirements Directive IV have 

placed a greater emphasis on the roles of risk and audit committees. In the UK, the 

Walker Review led to reforms that require banks to appoint a greater number of non-

executive directors who possess financial industry expertise to enhance the scrutiny of 

executive decisions. 

In Europe, the role of board structures in increasing bank accountability has been 

heavily influenced by regional regulations, historical financial crises, and a strong 

emphasis on risk management and transparency. European governance frameworks 

have evolved to address the complexities of a diverse banking sector that spans 

multiple nations with varying legal and economic contexts. 

European Union (EU) Directives. The EU has implemented several directives and 

regulations that significantly impact how bank boards operate, aiming to enhance 

accountability and stability: 

− The Capital Requirements Directive IV (CRD IV): This directive, along with the 

Capital Requirements Regulation (CRR), sets stringent requirements for banks in 
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the EU, including governance standards. It emphasizes the importance of board 

diversity, the role of risk management, and the need for effective internal controls. 

− The Markets in Financial Instruments Directive II (MiFID II): Although primarily 

focused on investment services, MiFID II affects bank boards by increasing 

transparency and requiring firms to act in the best interests of their clients, thereby 

indirectly impacting board responsibilities. 

− The European Banking Authority (EBA) Guidelines. The EBA issues guidelines that 

recommend best practices for the internal governance of banks. These guidelines 

advocate for robust risk management structures and functions, including the 

establishment of risk committees at the board level in significant institutions. 

The common trends and practices in the governance structure of banking 

institutions in the European Union are presented in Table 2. 

 

Table 2. The common trends and practices in the governance structure of 

banking institutions in the European Union 
Feature Description 

Independence 

and Expertise 

Like their counterparts in North America, European banks are required to have a 

significant number of independent non-executive directors on their boards. These 

directors are expected to bring impartial oversight and diverse expertise, particularly in 

finance, risk management, and increasingly, digital technology. 

Diversity 

European bank boards are also focusing on diversity, not just in terms of gender and 

ethnicity but also in professional backgrounds and international experience. This trend is 

partly driven by regulatory encouragement and the recognition that diverse boards can 

enhance decision-making processes and strategic oversight. 

Committees 

Specialized committees, particularly audit, risk, and compliance committees, are 

common features in European bank boards. These committees play critical roles in 

ensuring that banks adhere to both internal standards and external regulatory 

requirements, enhancing accountability. 

Source: systematized by the authors 

 

Nordic Countries. In countries like Sweden, Finland, and Norway, there is a 

strong tradition of transparency and ethical banking. Boards in these countries often 

include stakeholders' representatives, which can include employees. This model 

enhances accountability by aligning the interests of various stakeholders directly with 

board decisions. 

Southern Europe. In Southern European countries like Italy and Spain, banks 

have traditionally had more centralized, less independent boards. However, recent 

reforms have pushed for greater independence and stricter governance codes, 

influenced by both EU regulations and local financial crises. 

Central and Eastern Europe. Banks in Central and Eastern Europe are rapidly 

aligning with EU standards as many of these countries are relatively recent EU 

members. The transformation includes adopting more Western-European practices in 

terms of board independence and risk governance. 

Overall, the European experience with board structures in banking shows a robust 

move towards enhanced governance characterized by greater independence, regulatory 

compliance, risk oversight, and diversity. These changes reflect an ongoing 

commitment to improving accountability and stability within the banking sector, driven 

by both past crises and proactive regulatory frameworks. 
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3. Asia-Pacific. The corporate governance framework in Asian banks varies 

widely. For instance, Japanese banks often feature boards with insiders and 

representatives from cross-shareholding firms, which can sometimes dilute 

accountability. In contrast, Australia has adopted governance practices similar to those 

in the UK and US, with a strong emphasis on independent directors and formal risk 

management committees. 

In the Asia-Pacific region, the role of board structures in increasing bank 

accountability is diverse and influenced by varying levels of economic development, 

cultural factors, and regulatory environments across different countries. This diversity 

results in a mix of board practices and governance standards, ranging from highly 

evolved frameworks in developed markets like Australia and Japan to emerging 

approaches in countries like India and China. 

Australia. Australian banks adhere to stringent governance codes, similar to those 

in Western countries. The Corporate Governance Principles and Recommendations set 

by the Australian Securities Exchange (ASX) emphasize the importance of 

independent directors, audit committees, and risk management practices. Australian 

boards are noted for their rigorous compliance with these standards, enhancing 

accountability and transparency. 

Japan. Corporate governance in Japanese banks has unique characteristics, often 

featuring larger boards that include executives from other firms within the same 

keiretsu (business group). While this can lead to strong business relationships, it 

sometimes raises concerns about the independence of board members. Recent reforms, 

however, have pushed for more independent directors and enhanced transparency in 

response to global governance standards. 

Singapore. Singapore stands out in Southeast Asia for its strong regulatory 

framework, guided by the Monetary Authority of Singapore (MAS). Singaporean 

banks are required to have independent directors and robust risk management systems, 

with governance practices that closely align with international standards. 

China. The governance structures in Chinese banks are heavily influenced by 

state ownership, with many banks still predominantly controlled by the government. 

This arrangement affects the level of independence perceived in board decisions. 

However, recent reforms aim to enhance corporate governance by increasing the 

number of independent directors and improving transparency and accountability 

mechanisms. 

India. Indian banking governance has undergone significant changes, especially 

after the financial reforms of the early 1990s. The Reserve Bank of India (RBI) 

mandates the presence of independent directors and has set strict guidelines for audit 

and risk management committees. These changes have been aimed at improving the 

accountability and efficiency of banks, with an increasing emphasis on aligning with 

global governance practices. 

The common trends and practices in the governance structure of banking 

institutions in the Asia-Pacific region are presented in Table 3. 
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Table 3. The common trends and practices in the governance structure of 

banking institutions in the Asia-Pacific region 
Feature Description 

Regulatory Influence 

In nearly all Asia-Pacific countries, local regulatory bodies play a crucial role 

in shaping the governance of banks. These regulators are increasingly 

aligning their standards with international norms to ensure stability and 

accountability 

Diversity in Board Practices 

While there is a general trend towards adopting best practices such as the 

inclusion of independent directors and the establishment of key committees, 

the actual implementation varies significantly due to cultural, economic, and 

regulatory differences across countries 

Risk Management Focus 

Post-global financial crisis, there has been a heightened focus on risk 

management across the region. This has led to the creation of more 

specialized committees within boards, tasked with overseeing various types 

of risks 

Challenges in Independence 

and Transparency 

Despite improvements, some countries still face challenges related to the 

independence of board members and transparency in board operations, often 

influenced by traditional business practices and political relationships 

Source: systematized by the authors 

 

The Asia-Pacific region presents a complex but evolving picture of corporate 

governance in banking. While developed nations often lead in governance standards, 

emerging markets are rapidly catching up, driven by the need to integrate into the 

global financial system and to attract international investors. As these countries 

continue to develop their regulatory frameworks and governance structures, the role of 

board structures in enhancing bank accountability is becoming increasingly vital and 

sophisticated. 

4. Middle East and Africa. In the Middle East, governance practices are often 

influenced by family ownership and state control. However, there is a growing trend 

towards adopting Western governance practices, including the appointment of 

independent directors and the establishment of clear governance policies. African 

banks, particularly in South Africa, have moved towards comprehensive corporate 

governance frameworks with clear mandates for board independence and 

accountability as part of broader economic reforms. 

The role of board structures in increasing bank accountability in the Middle East 

and Africa presents a diverse picture, influenced by varying degrees of regulatory 

maturity, economic development, and cultural factors. Both regions have unique 

challenges and have been implementing reforms to enhance corporate governance in 

banking. 

Middle East. In many Middle Eastern countries, banks are often controlled by 

state entities or family conglomerates, which can impact the independence of board 

members. However, there is a growing trend towards reducing such influences and 

increasing the presence of independent directors to align with international governance 

standards. Countries like the United Arab Emirates, Saudi Arabia, and Qatar have been 

at the forefront of adopting new governance regulations. These regulations often mirror 

Western standards to some extent, emphasizing transparency, accountability, and the 

protection of shareholder rights. In Islamic banks, board structures also have to 

accommodate Sharia compliance, which introduces an additional layer of oversight in 
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the form of Sharia boards. These boards ensure that all banking activities align with 

Islamic law, affecting decisions and policies at every level. 

Dubai International Financial Centre (DIFC) and Abu Dhabi Global Market 

(ADGM) have established themselves as hubs with strict governance codes, influencing 

the broader region to enhance corporate governance practices. 

Saudi Arabia has also reformed its corporate governance framework 

significantly, aiming at increasing the number of independent directors and enhancing 

board accountability as part of its Vision 2030 reforms. 

South Africa. As the most developed banking sector in Africa, South Africa has 

a robust governance framework influenced by the King Codes of Governance. The 

King IV Report, in particular, emphasizes leadership, sustainability, and corporate 

citizenship, with a strong focus on risk governance and board independence. 

Nigeria. Nigeria has made significant strides in reforming its banking sector, 

particularly after the 2009 banking crisis. The Central Bank of Nigeria enforced stricter 

requirements on board composition and risk management, which have been crucial in 

restoring trust and accountability in banks. 

Kenya and other East African nations. These countries are increasingly aligning 

with global best practices, though challenges remain in terms of fully implementing 

effective governance structures. Efforts are ongoing to enhance the regulatory 

frameworks and to ensure that boards are more accountable. 

The common trends and practices in the governance structure of banking 

institutions in the Middle East and Africa are presented in Table 4. 

 

Table 4. The common trends and practices in the governance structure of 

banking institutions in the Middle East and Africa 
Feature Description 

Regulatory Enforcement 

One of the primary challenges across Africa is the consistent enforcement of 

regulations. While many countries have established formal governance 

codes, the degree of enforcement varies, impacting the effectiveness of these 

codes 

Capacity Building 

Enhancing the skills and expertise of board members is a focus area, with 

various initiatives aimed at training directors on governance, risk 

management, and ethical leadership 

Increasing Independence 

and Diversity 

Efforts are ongoing to diversify board compositions and increase the number 

of independent directors to reduce insider control and enhance objectivity in 
board decisions 

Source: systematized by the authors 

 

In both the Middle East and Africa, there is a clear trend towards enhancing the 

structures and practices of bank boards to increase accountability. These efforts are 

shaped by a combination of adopting international best practices and adapting them to 

local cultural and economic contexts. Despite progress, challenges such as ensuring the 

independence of boards, enforcing regulations, and building board capacity remain. As 

these regions continue to evolve, the focus on improving governance frameworks 

indicates a commitment to achieving higher standards of accountability and 

transparency in the banking sector. 
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5. Latin America. Latin American banks have historically had less focus on 

board independence, with many banks controlled by families or state entities. However, 

there has been a shift towards greater transparency and accountability, driven by both 

internal reforms and the influence of international financial institutions. 

In Latin America, the role of board structures in increasing bank accountability 

reflects a region in transition, characterized by a blend of evolving regulatory 

frameworks, economic variability, and efforts to align with international standards. The 

governance landscape across Latin American countries is diverse, with different 

nations at varying stages of regulatory and corporate governance development. 

Latin American countries have progressively adopted stricter regulations for 

banking governance, often influenced by financial crises that highlighted the need for 

better oversight and accountability. For example, following the 1994 economic crisis, 

Mexico implemented significant reforms to enhance the supervision and regulation of 

its financial sector. 

Many Latin American banks have been aligning with Basel II and III standards, 

which dictate comprehensive risk management and corporate governance practices. 

This alignment has pushed local regulators to enforce stricter governance requirements. 

There has been a growing emphasis on increasing the number of independent 

directors on boards. This shift aims to ensure that boards can operate without undue 

influence from controlling shareholders, typically powerful families or state entities 

that are common in the region. 

Countries like Brazil and Chile have seen a trend towards the professionalization 

of board members, where directors are chosen based on their expertise and experience 

rather than personal connections or affiliations. This professionalization helps enhance 

the board's role in strategic oversight and accountability. 

Brazil. As one of the largest economies in the region, Brazil has implemented 

comprehensive regulations concerning board structures in banks. The Brazilian 

Securities and Exchange Commission (CVM) and the Central Bank of Brazil enforce 

regulations that mandate transparency, disclosure, and the presence of independent 

board members. 

Chile. Known for its stable economic environment and mature financial markets, 

Chile has strong governance frameworks in place. Chilean banks are required to have 

a majority of independent directors, and the country has been a pioneer in introducing 

corporate governance improvements in Latin America. 

One of the significant challenges in the region is the economic and political 

volatility, which can affect the implementation and consistency of governance 

practices. 

While many countries have established formal governance standards, the 

enforcement of these standards can be inconsistent. Regulatory bodies in some 

countries may lack the resources or authority to fully enforce compliance. 

The common trends and practices in the governance structure of banking 

institutions in the Middle East and Africa are presented in Table 5. 
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Table 5. The common trends and practices in the governance structure of 

banking institutions in the Middle East and Africa 
Feature Description 

Focus on Risk 

Management 

Reflecting global trends, there is an increased focus on establishing risk 

committees within boards, tasked with overseeing financial and operational 

risks 

Diversity and Inclusion 

Efforts are underway to enhance board diversity, reflecting a broader 

understanding that diverse boards contribute to more effective governance and 

decision-making 

Source: systematized by the authors 

 

Latin America's experience with board structures in banking shows a significant 

evolution toward improved governance and accountability. This shift is driven by both 

external pressures, such as the need to compete in global markets, and internal 

pressures, including the need to prevent financial crises. Despite progress, there are 

still considerable challenges related to enforcement and political and economic 

instability, which can impede the full realization of governance reforms. As these 

countries continue to advance their regulatory frameworks and adopt international best 

practices, the role of board structures in enhancing bank accountability is expected to 

become increasingly robust and effective. 

The role of board structures in increasing bank accountability manifests through 

several common features and notable differences across global banking systems. These 

features and differences reflect the diverse regulatory environments, cultural norms, 

and economic conditions of different regions (Figure 1). 

 

 
Figure 1. The common features and differences across global banking systems 

Source: systematized by the authors 

 

The common features across global banking systems are: 

1. Independence of Directors: Globally, there is a common emphasis on having 

independent directors on bank boards. Independence is crucial for reducing conflicts 

of interest and for providing unbiased judgment on executive management decisions, 

which in turn enhances accountability. 

• Independence of Directors

• Audit and Risk Committees

• Regulatory Compliance

• Board Diversity

• Performance Evaluation

Common Features

• Board Composition and Size

• Cultural Influences

• Regulatory Frameworks

• Role of State or Family Ownership

• Technological Adaptation

Differences



Issue 2 (18), 2024  Economics, Finance and Management Review 

 

84 

2. Audit and Risk Committees: Another widespread feature is the establishment of 

specialized committees, particularly for audit and risk. These committees are tasked 

with oversight of critical areas that impact bank stability and integrity, thereby ensuring 

that the institution adheres to both internal policies and regulatory requirements. 

3. Regulatory Compliance: Across different jurisdictions, compliance with regulatory 

guidelines is a foundational aspect of board responsibilities. Regulations typically 

dictate certain structures and practices to ensure that banks operate within the legal 

framework, promoting transparency and accountability. 

4. Board Diversity: There is a growing global recognition of the value of diversity on 

bank boards, including gender, ethnic, and professional diversity. Diverse boards are 

more likely to consider a wider range of perspectives and solutions, which can lead to 

more effective governance and increased accountability. 

5. Performance Evaluation: Regular evaluation of board performance, including 

assessments of individual directors and the effectiveness of the board as a whole, is 

becoming a norm. These evaluations help in identifying areas for improvement and in 

reinforcing accountability mechanisms within the board. 

The main differences across global banking systems are: 

1. Board Composition and Size: While the trend is towards having more independent 

directors, the actual composition and size of boards can vary significantly. For instance, 

U.S. and European banks tend to have smaller boards with a higher proportion of 

independent directors, whereas in parts of Asia and Latin America, boards might be 

larger and include more insiders or affiliated members. 

2. Cultural Influences: Cultural factors heavily influence board dynamics and 

governance practices. For example, consensus-driven cultures like Japan may have a 

different approach to decision-making compared to more individualistic Western 

practices, which can affect how accountability is perceived and implemented. 

3. Regulatory Frameworks: There is considerable variability in how different countries 

regulate board structures. For instance, European banks operate under stringent EU 

regulations that dictate detailed governance practices, whereas regulatory frameworks 

in emerging markets may be less prescriptive, allowing more flexibility in how boards 

are structured. 

4. Role of State or Family Ownership: The presence of state or family ownership can 

significantly impact board structure and its role in governance. In many emerging 

economies, family-owned or state-controlled banks may have less stringent 

requirements for independence, affecting how accountability is enforced. 

5. Technological Adaptation: The degree to which boards are prepared to handle and 

oversee technology-driven changes in the banking sector can differ. Boards in 

technologically advanced regions are more likely to have members with digital 

expertise, which is crucial for overseeing areas like cybersecurity and digital banking 

services. 

By understanding these common features and regional differences, stakeholders 

can better appreciate the complexities involved in structuring boards to enhance 

accountability in the banking sector. This knowledge also aids in designing governance 

models that are both effective and culturally appropriate for specific banking 

environments. 
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Based on the conducted research, we systematized global trends in corporate 

governance in banks (Figure 2). 

 

 
Figure 2. The most important global trends in corporate governance in banks 

Source: systematized by the authors 

 

The most important global trends are: 

1. Increasing Independence: There is a global trend towards increasing the number 

of independent directors on bank boards to ensure unbiased oversight. 

2. Enhanced Risk Management: Post-2008, there has been a heightened focus on 

risk management capabilities at the board level, with many banks establishing 

dedicated risk committees. 

3. Diversity and Inclusion: There is growing recognition of the value of diversity 

in board composition, not just in terms of gender or ethnicity but also in terms 

of expertise and international experience. 

4. Regulatory Influence: Regulatory bodies worldwide are playing a more active 

role in defining and enforcing standards for board structures and practices, often 

learning from global best practices but also tailoring requirements to local 

contexts. 

5. Technological Expertise: With the rise of fintech and digital banking, boards are 

increasingly expected to have members with technological expertise to oversee 

and guide digital strategy and cybersecurity measures. 

This global experience underscores a move towards more structured, independent, 

and diverse board compositions, reflecting a broader commitment to enhancing 

accountability and governance standards within the banking sector worldwide. 

Discussion. In the analysis of global experiences regarding the role of board 

structures in increasing bank accountability, a few key themes emerge, each 

highlighting how governance practices are shaped by local contexts while also 

adhering to emerging global standards. This discussion explores these themes, 

reflecting on both the convergences and divergences in board structures across 

Increasing Independence

Enhanced Risk Management

Diversity and Inclusion

Regulatory Influence
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different regions, and considering the implications for future governance practices in 

the banking sector. 

Convergence Towards Global Standards. One of the most notable trends is the 

convergence towards global governance standards, particularly in terms of board 

independence and the establishment of specialized committees. Regulatory influences, 

such as those from the Basel Committee on Banking Supervision and local financial 

authorities, have pushed banks towards adopting structures that enhance 

accountability. Independent directors and committees like audit, risk, and compliance 

are now seen as essential features of effective governance. These mechanisms are 

critical not only for meeting regulatory requirements but also for addressing the 

complexities of modern banking, which involves managing a wide array of financial 

products and risk factors. 

Impact of Cultural and Regulatory Environments. Despite global trends towards 

standardization, regional differences shaped by cultural and regulatory environments 

continue to impact board structures. For instance, in Asia, particularly in Japan and 

China, cultural norms influence corporate governance practices, which can sometimes 

delay the adoption of practices seen in Western contexts, such as the rapid integration 

of independent directors. Similarly, in the Middle East and parts of Africa, state and 

family ownerships significantly influence board decisions, which may affect the 

board’s ability to act independently. 

These regional variations suggest that while global norms provide a framework 

for accountability, effective governance is also deeply contingent on understanding and 

integrating within specific cultural and regulatory contexts. 

Challenges and Opportunities. The shift towards more structured and accountable 

board practices is not without its challenges. One major issue is the enforcement of 

governance regulations, especially in regions where regulatory bodies may lack the 

resources or authority to effectively monitor and enforce compliance. Additionally, the 

increasing need for boards to understand and integrate technology strategies—such as 

those involving digital banking and cybersecurity—poses a challenge for traditional 

board members who may lack this expertise. 

However, these challenges also present opportunities. For instance, the push 

towards digital savviness on boards can lead to more innovative approaches to banking 

and governance. Furthermore, the global banking community’s ongoing efforts to 

enhance board accountability can serve as a catalyst for broader corporate governance 

reforms in other sectors. 

As the banking sector continues to evolve, particularly with advancements in 

technology and changes in the global financial landscape, board structures will need to 

adapt continually. The increasing emphasis on sustainability and ethical banking, 

coupled with the need to address issues like climate change, suggests that future board 

structures will likely need to incorporate a wider range of expertise and perspectives. 

Moreover, as banks aim to rebuild trust, particularly after the financial crises and 

scandals of the past decades, enhancing board accountability remains a crucial strategy. 

Boards that are capable of not only meeting regulatory demands but also exceeding 

them by proactively addressing the needs and concerns of all stakeholders will set the 

standard for governance in the future. 
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Conclusion. In conclusion, the role of board structures in increasing bank 

accountability demonstrates a pivotal intersection of global standards and regional 

adaptations. As we have explored, there is a clear trend towards enhancing governance 

frameworks across the globe, influenced heavily by major financial crises, evolving 

regulatory demands, and a growing emphasis on transparency and ethical management. 

This trend reflects a collective acknowledgment within the banking sector of the critical 

role that effective board governance plays in ensuring stability and trust in financial 

institutions. 

Throughout different regions—from North America and Europe to Asia-Pacific, 

the Middle East, Africa, and Latin America—we observe a convergence towards 

certain key governance features such as the inclusion of independent directors, the 

establishment of specialized committees, and a focus on risk management. These 

elements are becoming universally recognized as essential components of a robust 

governance framework capable of enhancing accountability. 

However, our analysis also highlights significant regional differences that stem 

from cultural, economic, and regulatory nuances. These differences necessitate a 

flexible approach to governance that respects local contexts while striving for global 

best practices. The challenge for banks and regulators is to strike an optimal balance 

between these global norms and local adaptations to create governance structures that 

not only comply with international standards but also excel at managing region-specific 

challenges. 

Looking forward, the global banking sector must continue to evolve and adapt its 

governance practices in response to new risks and opportunities presented by 

technological advancements, economic shifts, and societal expectations. The rise of 

digital banking, the integration of sustainability goals, and the broader socio-economic 

impacts of banking operations demand a more dynamic and forward-thinking approach 

to board governance. 

Ultimately, the effectiveness of board structures in increasing bank accountability 

will be measured by their ability to foster a culture of ethical decision-making, rigorous 

risk oversight, and unwavering commitment to the interests of all stakeholders. As the 

global landscape continues to change, the adaptability and responsiveness of board 

structures will play a decisive role in shaping the future resilience and integrity of the 

banking industry. This ongoing evolution in governance is not just a response to past 

failures but a proactive strategy to ensure future success and stability in the global 

financial system. 
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Abstract. Sustainable development in agriculture is crucial for 

ensuring long-term food security, environmental health, and economic 
viability within the European Union (EU). Given the diverse climatic 

conditions, economic contexts, and cultural traditions across member 

states, a comprehensive understanding of the peculiarities and regional 
differences in sustainable agricultural practices is essential for 

formulating effective policies and strategies. This article aims to provide 
a comparative analysis of sustainable development in agricultural 

enterprises across different EU regions. By examining the unique 

characteristics, implementation strategies, and outcomes of sustainable 
practices, the article seeks to highlight best practices, identify regional 

challenges, and propose recommendations for enhancing sustainability 
in the EU's agricultural sector. The study employs a multi-faceted 

approach, including a literature review of existing research, policy 
analysis of the Common Agricultural Policy (CAP) and national 

policies, in-depth case studies from representative EU countries, 

surveys and interviews with key stakeholders, and quantitative and 
qualitative data analysis. This methodology ensures a thorough 

examination of the various dimensions of sustainable agriculture across 
the EU. The comparative analysis reveals significant regional 

differences in the adoption and effectiveness of sustainable agricultural 

practices. Western and Northern European countries demonstrate high 

adoption rates of advanced technologies and sustainable practices, 

supported by robust policies and financial incentives. Southern Europe 
focuses on water conservation and traditional practices, facing 

challenges in modernizing their approaches. Eastern Europe shows 

gradual progress, constrained by economic and infrastructural 
limitations but benefiting from EU support. Key findings highlight the 

importance of tailored regional policies, enhanced financial support, 
and the need for increased knowledge sharing and capacity building. 

The article concludes with practical recommendations for policymakers, 

agricultural enterprises, and other stakeholders to harmonize 
sustainable practices across the EU. These include strengthening and 

harmonizing policies, supporting research and innovation, improving 
access to financial resources, enhancing training and education, and 

fostering multi-stakeholder collaboration.  
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Introduction. Sustainable development in agriculture is a critical issue for the 

European Union (EU), encompassing environmental protection, economic viability, 

and social equity. The agricultural sector, a cornerstone of the EU economy, faces 

significant challenges, including climate change, resource depletion, and the need for 

food security. As a result, the EU has implemented various policies and initiatives 

aimed at promoting sustainable agricultural practices. However, the adoption and 

impact of these practices vary considerably across different regions within the EU, 

influenced by diverse climatic conditions, economic contexts, and cultural traditions. 

This article delves into the unique characteristics and approaches to sustainable 

agriculture across the EU. By examining the policy frameworks, technological 

advancements, economic factors, and environmental outcomes in different member 

states, this analysis highlights the varied landscape of sustainable agriculture in Europe. 

Understanding these peculiarities is essential for identifying best practices, addressing 

regional challenges, and fostering a more cohesive and effective approach to 

sustainable development in the EU's agricultural sector. 

The comparative analysis will explore how Western Europe’s advanced 

regulatory frameworks and substantial funding support robust sustainable initiatives, 

while Southern Europe relies on traditional practices to maintain ecological balance 

amidst modernization efforts. Additionally, the article will examine how Eastern 

Europe's newer member states are progressing towards alignment with EU standards 

despite financial and infrastructural hurdles. Through this comprehensive examination, 

we aim to shed light on the multifaceted nature of sustainable development in EU 

agricultural enterprises and the ongoing efforts to harmonize these practices across the 

continent. 

Aims. The aim of this article is to provide a comprehensive examination of the 

diverse approaches and outcomes of sustainable agricultural practices across different 

regions within the European Union (EU). By analyzing the unique characteristics and 

implementation strategies of sustainable development in various EU member states, 

this article seeks to highlight best practices, identify regional challenges, and propose 

recommendations for enhancing sustainability in the agricultural sector. 

The main objectives of this article are: 

1. Identify Best Practices and Challenges: 

− Highlight best practices in sustainable agriculture from various EU regions that can 

be replicated or adapted elsewhere. 

− Identify the unique challenges faced by different regions in implementing 

sustainable agricultural practices and propose potential solutions. 

2. Provide Recommendations: 

− Develop recommendations for policymakers, agricultural enterprises, and 

stakeholders to enhance the sustainability of agriculture in the EU. 

− Suggest ways to harmonize sustainable practices across the EU, taking into 

account regional differences and specific needs. 

By achieving these objectives, the article aims to contribute to the ongoing 

discourse on sustainable agriculture in the EU, offering insights that can inform future 

policies and practices for a more sustainable and resilient agricultural sector. 
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Methodology. The methodology for this article involves a multi-faceted approach 

combining qualitative and quantitative research methods. This comprehensive 

approach aims to ensure a thorough examination of the various dimensions of 

sustainable development in agriculture across different regions within the European 

Union. 

The main spets of this research are: 

− conduct an extensive review of existing literature on sustainable agricultural 

practices, policies, and outcomes in the EU; 

− sources include academic journals, government reports, policy documents, and 

publications from international organizations such as the Food and Agriculture 

Organization (FAO) and the European Commission; 

− identify key themes, trends, and gaps in the current research to inform the 

comparative analysis; 

− synthesize findings from policy analysis, case studies, surveys, interviews, and data 

analysis; 

− conduct a comparative analysis to identify regional peculiarities, best practices, and 

challenges in sustainable agricultural development; 

− highlight the differences and similarities in the approaches and outcomes of 

sustainable agriculture across the EU; 

− based on the comparative analysis, develop practical recommendations for 

policymakers, agricultural enterprises, and other stakeholders; 

− suggest strategies to enhance the adoption of sustainable practices, improve policy 

frameworks, and address regional challenges. 

By employing this comprehensive methodology, the article aims to provide a 

nuanced and in-depth understanding of the peculiarities of sustainable development in 

EU agricultural enterprises, offering valuable insights and actionable recommendations 

for enhancing sustainability in the sector. 

Literature Review. Sustainable development in agriculture is a multifaceted and 

dynamic field, particularly within the European Union (EU), where diverse climatic 

conditions, socio-economic contexts, and policy frameworks influence agricultural 

practices. This literature review provides an overview of key themes and findings from 

existing research on sustainable agricultural development in the EU, highlighting the 

peculiarities and challenges faced by different regions. 

Numerous studies have examined the various sustainable practices employed by 

EU agricultural enterprises. Key practices include organic farming, precision 

agriculture, agroforestry, crop rotation, and integrated pest management. Research by 

Lampkin et al. (2015) underscores the environmental benefits of organic farming, 

including improved soil health and biodiversity. Similarly, studies on precision 

agriculture, such as those by Gebbers and Adamchuk (2010), highlight the role of 

technology in enhancing resource efficiency and reducing environmental impacts. 

The CAP is a central element in promoting sustainable agriculture within the EU. 

According to Matthews (2013), the CAP has evolved to include measures that support 

environmental sustainability, such as direct payments for green practices and rural 

development programs. However, the implementation and effectiveness of these 
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policies vary across member states. Research by Dwyer et al. (2012) indicates that 

while Western European countries have effectively integrated CAP measures, Eastern 

European nations face challenges in alignment due to financial and infrastructural 

constraints. 

Regional disparities in sustainable agricultural practices are a recurrent theme in 

the literature. For instance, studies by Recanati et al. (2019) emphasize the adaptation 

of traditional practices in Southern Europe to cope with water scarcity and climate 

change. In contrast, research by Paracchini et al. (2008) notes that Northern European 

countries, such as Denmark and Sweden, leverage advanced technologies and robust 

policy frameworks to achieve sustainability goals. Meanwhile, Eastern European 

countries, as discussed by Davidova and Thomson (2014), are in a transitional phase, 

striving to modernize their agricultural practices amidst economic and infrastructural 

challenges. 

The economic viability and social acceptance of sustainable agriculture are 

critical factors influencing its adoption. Padel (2001) discusses the market dynamics 

and consumer demand for organic products, which drive sustainable practices in 

wealthier regions. On the other hand, research by Czubak and Sadowski (2014) 

highlights the economic constraints faced by small farmers in less developed regions, 

limiting their ability to adopt sustainable practices. Social acceptance, as explored by 

EPRS (2019), varies widely, with higher awareness and support in Northern and 

Western Europe compared to other regions. 

Environmental impact assessments are essential for evaluating the success of 

sustainable practices. Studies by Nemecek et al. (2011) provide comprehensive 

analyses of the environmental benefits of various practices, including reduced 

greenhouse gas emissions, enhanced soil quality, and increased biodiversity. However, 

the literature also identifies challenges, such as the trade-offs between short-term 

economic gains and long-term environmental sustainability, as noted by Tilman et al. 

(2002). 

Results. Sustainable agricultural practices in the European Union (EU) vary 

widely across member states, reflecting diverse climatic conditions, economic 

contexts, and cultural traditions. The following outlines the main sustainable 

agricultural practices implemented in different EU countries, highlighting regional 

peculiarities and innovative approaches (Figure 1). 

The main sustainable agricultural practices implemented in different EU 

countries, highlighting regional peculiarities and innovative approaches are: 

1. Organic Farming: 

− Germany: Leading in organic farming with robust certification processes and 

significant consumer demand. Practices include crop rotation, organic pest control, and 

the use of compost for soil fertility. 

− France: Emphasizes organic wine production and diverse crop-livestock systems, 

supported by government incentives and strong market growth. 

− Italy: Focuses on organic horticulture and olive production, benefiting from 

favorable climatic conditions and a strong export market. 

− Spain: Known for extensive organic fruit and vegetable production, supported by 

irrigation techniques adapted to arid conditions. 
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− Austria: High percentage of organic farmland, supported by national policies 

promoting organic dairy and meat production. 
 

 

Figure 1. The main sustainable agricultural practices implemented in different 

EU countries 
Source: developed by the author 

 

 

2. Precision Agriculture: 

− Denmark: Utilizes advanced GPS technology, soil sensors, and data analytics to 

optimize crop yields and reduce chemical inputs. 

− Netherlands: Pioneers in precision agriculture with greenhouse technologies, 

automated irrigation systems, and data-driven farming practices. 

− Germany: Implements precision farming tools like variable rate technology (VRT) 

to enhance nutrient management and minimize environmental impact. 

− United Kingdom: Focuses on precision livestock farming with automated feeding 

systems and health monitoring technologies to improve animal welfare and 

productivity. 

3. Agroforestry: 

− France: Promotes silvopastoral systems integrating trees with livestock grazing to 

enhance biodiversity and soil health. 

− Italy: Implements alley cropping and forest farming practices to diversify farm 

income and improve ecosystem services. 

− Portugal: Focuses on montado systems, combining cork oak trees with pastureland, 

supporting biodiversity and sustainable forestry. 
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− Spain: Utilizes dehesa systems, integrating oak trees with livestock grazing and crop 

production, preserving traditional landscapes and enhancing biodiversity. 

4. Water Conservation Techniques: 

− Spain: Adopts drip irrigation and deficit irrigation techniques to optimize water use 

in arid regions, particularly for high-value crops like olives and almonds. 

− Greece: Implements rainwater harvesting and terracing to manage scarce water 

resources and prevent soil erosion in hilly terrains. 

− Italy: Uses efficient irrigation systems and promotes the use of drought-resistant 

crop varieties to adapt to changing climate conditions. 

5. Integrated Pest Management (IPM): 

− France: Combines biological control agents, crop rotation, and pheromone traps to 

manage pests and reduce reliance on chemical pesticides. 

− Germany: Employs IPM strategies such as companion planting, natural predators, 

and mechanical controls to protect crops. 

− Netherlands: Focuses on greenhouse IPM, using beneficial insects and biological 

controls to manage pests in controlled environments. 

6. Crop Diversification and Rotation: 

− Poland: Practices diverse crop rotations and intercropping to improve soil health 

and reduce pest pressures, supported by national agricultural policies. 

− Hungary: Emphasizes polyculture systems and the integration of legumes to 

enhance soil fertility and reduce chemical inputs. 

− Romania: Utilizes traditional mixed farming systems, incorporating a variety of 

crops and livestock to maintain ecological balance and improve resilience. 

7. Renewable Energy Integration: 

− Germany: Leads in the integration of renewable energy in agriculture, with 

widespread use of biogas plants, solar panels, and wind turbines on farms. 

− Denmark: Promotes the use of wind energy and biomass for on-farm energy 

production, reducing carbon footprints and supporting sustainable energy goals. 

− Netherlands: Integrates solar energy and geothermal heating in greenhouse farming, 

enhancing energy efficiency and sustainability. 

EU countries exhibit a wide range of sustainable agricultural practices tailored to 

their unique environmental, economic, and cultural contexts. From organic farming 

and precision agriculture to agroforestry and water conservation, these practices reflect 

a commitment to enhancing productivity while safeguarding natural resources and 

promoting environmental sustainability. By understanding and leveraging these 

diverse approaches, the EU can continue to lead in sustainable agricultural 

development, ensuring food security and environmental resilience for future 

generations. 
On the basis of the conducted research, the strengths and weaknesses of the main 

practices of sustainable agriculture by the EU countries were systematized (Table 1). 
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Table 1. The strengths and weaknesses of the main practices of sustainable 

agriculture by the EU countries 
Strengths Weaknesses 

Organic Farming 

Environmental Benefits: Reduced use of synthetic 

pesticides and fertilizers leads to lower pollution and 

improved soil health. 

Biodiversity: Enhanced biodiversity through 

diversified crops and habitats. 

Consumer Demand: Growing consumer demand for 

organic products supports market growth and premium 

pricing. 

Regulatory Support: Strong policy support and 

certification systems in many countries ensure quality 

and market access. 

Yield Gaps: Organic farming often results in lower yields 

compared to conventional methods, posing challenges for 

food security. 

Higher Costs: Increased labor and management costs can 

reduce profitability. 

Market Access: Smaller farms may struggle with market 

access and meeting certification requirements. 

Transition Period: Farmers face financial and technical 

challenges during the transition period from conventional 

to organic farming. 

Precision Agriculture 

Resource Efficiency: Optimizes the use of inputs like 

water, fertilizers, and pesticides, reducing waste and 

costs. 

Environmental Protection: Minimizes environmental 

impact through targeted applications and reduced 

chemical use. 

Productivity: Enhances crop yields and quality through 

precise management. 

Data-Driven Decisions: Use of technology and data 

analytics improves decision-making and farm 

management. 

High Initial Investment: Significant upfront costs for 

technology and equipment can be prohibitive for small-

scale farmers. 

Technical Expertise: Requires specialized knowledge and 

skills for effective implementation. 

Data Privacy: Concerns about data ownership and privacy 

can be a barrier. 

Technology Access: Limited access to advanced 

technology in less developed regions. 

Agroforestry 

Biodiversity: Enhances biodiversity by integrating 

trees and shrubs with crops and livestock. 

Soil Health: Improves soil structure, fertility, and 

erosion control. 

Climate Resilience: Increases resilience to climate 

change through diversified production systems. 

Economic Diversification: Provides multiple income 

streams from timber, fruit, nuts, and other forest 

products. 

Complex Management: Requires complex planning and 

management skills. 

Long-Term Investment: Benefits often take several years 

to materialize, requiring long-term commitment. 

Land Use Competition: Potential competition for land 

between forestry and agricultural uses. 

Policy Support: Variable policy support and incentives 

across different regions. 

Water Conservation Techniques 

Water Efficiency: Maximizes water use efficiency, 

crucial in arid and semi-arid regions. 

Cost Savings: Reduces water costs and conserves vital 

resources. 

Climate Adaptation: Helps adapt to water scarcity and 

changing climate conditions. 

Soil Health: Minimizes soil erosion and nutrient 

leaching. 

Infrastructure Costs: High costs for installing efficient 

irrigation systems and water-saving technologies. 

Maintenance: Requires regular maintenance and 

monitoring to ensure effectiveness. 

Technical Knowledge: Needs specialized knowledge and 

training for optimal use. 

Access to Resources: Limited access to necessary 

resources and technology in some regions. 

Integrated Pest Management (IPM) 

Reduced Chemical Use: Lowers dependency on 

chemical pesticides, reducing environmental and 

health risks. 

Sustainable Control: Utilizes a combination of 

biological, physical, and chemical methods for pest 

control. 

Biodiversity: Promotes biodiversity by encouraging 

natural pest predators. 

Cost-Effective: Can be cost-effective in the long term 

through reduced pesticide use and improved crop 

health. 

Complexity: Requires detailed knowledge of pest biology 

and ecosystem interactions. 

Initial Costs: May involve higher initial costs for 

monitoring and implementing control measures. 

Variable Efficacy: Effectiveness can vary depending on 

pest species and environmental conditions. 

Adoption Barriers: Farmers may be reluctant to adopt 

IPM due to perceived risks and the need for continuous 

monitoring. 

Crop Diversification and Rotation 

Soil Health: Improves soil structure and fertility, 

reducing the need for synthetic fertilizers. 

Market Demand: May face challenges in finding markets 

for a diversified range of crops. 
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Strengths Weaknesses 

Pest and Disease Control: Breaks pest and disease 

cycles, reducing the need for chemical treatments. 

Risk Management: Spreads risk by diversifying crops, 

enhancing resilience to market fluctuations and climate 

impacts. 

Biodiversity: Increases biodiversity on farms, 

supporting ecosystem services. 

Management Complexity: Requires careful planning and 

management to ensure compatibility of different crops. 

Economic Returns: Short-term economic returns may be 

lower compared to specialized monoculture systems. 

Knowledge and Skills: Farmers need knowledge and skills 

in managing multiple crops effectively. 

Renewable Energy Integration 

Energy Independence: Reduces reliance on fossil fuels 

and enhances energy security. 

Cost Savings: Long-term cost savings through the use 

of renewable energy sources. 

Environmental Benefits: Reduces greenhouse gas 

emissions and environmental footprint. 

Innovation: Encourages technological innovation and 

sustainable practices in agriculture. 

High Initial Investment: Significant initial costs for 

renewable energy infrastructure. 

Maintenance and Reliability: Requires ongoing 

maintenance and can be affected by weather conditions. 

Access to Technology: Limited access to renewable 

energy technology in less developed regions. 

Regulatory Hurdles: Regulatory and grid-connection 

issues can pose challenges. 

Source: developed by the author 

 

Sustainable agricultural practices in the EU present a diverse set of strengths and 

weaknesses. While practices like organic farming, precision agriculture, and water 

conservation offer substantial environmental and economic benefits, they also come 

with challenges such as high initial costs, technical complexity, and market access 

issues. Understanding these strengths and weaknesses is essential for policymakers, 

farmers, and stakeholders to develop strategies that enhance the sustainability and 

resilience of the EU's agricultural sector. 

Based on the comparative analysis of sustainable development in EU agricultural 

enterprises, the following practical recommendations aim to enhance the adoption and 

effectiveness of sustainable agricultural practices across the European Union. 

The main practical recommendations for policymakers are: 

1. Strengthen and harmonize policies: 

− Unified standards - develop and enforce unified sustainability standards within the 

Common Agricultural Policy (CAP) to ensure consistent implementation across 

member states; 

− Tailored regional policies - design policies that account for regional climatic, 

economic, and cultural differences, providing flexibility while maintaining overall 

EU sustainability goals; 

− Enhanced subsidies - increase subsidies for sustainable practices, particularly 

targeting regions with slower adoption rates, such as Eastern and Southern Europe. 

2. Support research and development: 

− Funding for innovation - allocate more funds to research and development of 

sustainable agricultural technologies and practices, focusing on region-specific 

solutions; 

− Collaborative projects - encourage collaborative research projects that involve 

multiple member states to share knowledge and innovations; 

− Technology transfer - facilitate the transfer of sustainable technologies from 

research institutions to farms through pilot projects and demonstration farms. 

3. Improve access to financial resources: 
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− Low-interest loans - provide low-interest loans and financial products specifically 

designed for farmers transitioning to sustainable practices; 

− Financial incentives - offer tax incentives and grants to encourage investment in 

sustainable farming technologies and infrastructure; 

− Micro-financing - develop micro-financing schemes to support small-scale farmers, 

particularly in economically constrained regions. 

4. Enhance training and education: 

− Extension services - expand agricultural extension services to provide training on 

sustainable practices and technologies; 

− Farmer education programs - implement comprehensive farmer education programs 

focusing on the benefits and methods of sustainable agriculture; 

− Public awareness campaigns - conduct public awareness campaigns to increase 

consumer demand for sustainably produced agricultural products. 

The main practical recommendations for agricultural enterprises are: 

1. Adopt advanced technologies: 

− Precision agriculture - invest in precision agriculture technologies, such as GPS-

guided equipment, soil sensors, and data analytics, to optimize resource use and 

reduce environmental impact; 

− Renewable energy - integrate renewable energy sources, such as solar panels and 

biogas systems, to reduce reliance on fossil fuels and lower carbon footprints; 

− Water-saving technologies - implement efficient irrigation systems, such as drip 

irrigation and rainwater harvesting, especially in water-scarce regions. 

2. Implement sustainable practices: 

− Organic farming - transition to organic farming methods where feasible, leveraging 

market demand for organic products; 

− Agroforestry - integrate trees and shrubs into farming systems to enhance 

biodiversity, improve soil health, and provide additional income streams; 

− Integrated pest management (IPM) - use IPM strategies to reduce reliance on 

chemical pesticides and promote natural pest control methods. 

3. Enhance collaboration and knowledge sharing: 

− Farmer cooperatives - form cooperatives to share resources, knowledge, and best 

practices among farmers; 

− Knowledge Networks - participate in knowledge networks and forums to stay 

updated on the latest innovations and research in sustainable agriculture; 

− Partnerships - develop partnerships with research institutions, NGOs, and 

government agencies to access technical assistance and funding opportunities. 

The main practical recommendations for other stakeholders are: 

1. Support policy implementation: 

− Advocacy - advocate for stronger and more coherent sustainability policies at both 

the national and EU levels. 

− Monitoring and evaluation - participate in monitoring and evaluating the impact of 

sustainability policies and practices, providing feedback to policymakers. 

2. Promote market development: 
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− Eco-labeling - support the development and promotion of eco-labels to help 

consumers identify and choose sustainably produced products. 

− Consumer education - engage in consumer education initiatives to raise awareness 

about the benefits of sustainable agriculture and increase demand for sustainable 

products. 

− Sustainable procurement - encourage public and private organizations to adopt 

sustainable procurement policies, prioritizing products from sustainable agricultural 

enterprises. 

3. Facilitate Capacity Building: 

− Training programs - develop and implement training programs for farmers, 

extension workers, and other agricultural professionals on sustainable practices. 

− Technical assistance: provide technical assistance and support to farmers and 

agricultural enterprises, particularly in regions with limited access to resources and 

technology. 

− Capacity building initiatives - invest in capacity-building initiatives that strengthen 

the institutional and organizational capabilities of agricultural enterprises and 

stakeholders. 

Harmonizing sustainable agricultural practices across the EU requires a 

multifaceted approach involving policymakers, agricultural enterprises, and other 

stakeholders. By strengthening policies, supporting research and development, 

improving financial access, enhancing education and training, adopting advanced 

technologies, implementing sustainable practices, and promoting collaboration and 

market development, the EU can foster a more cohesive and effective approach to 

sustainable agriculture. These recommendations aim to address regional differences, 

leverage best practices, and overcome challenges, ensuring long-term sustainability 

and resilience in the EU's agricultural sector. 

Discussion. Sustainable development in EU agricultural enterprises reflects a 

complex interplay of regional policies, environmental conditions, economic factors, 

and social acceptance. The comparative analysis of these peculiarities across different 

EU regions reveals both common challenges and unique opportunities that shape the 

landscape of sustainable agriculture. 

Regional Policy Frameworks and Implementation. The Common Agricultural 

Policy (CAP) serves as the foundational policy framework promoting sustainable 

practices across the EU. However, the implementation and impact of CAP vary 

significantly among member states. Western European countries, such as Germany, 

France, and the Netherlands, have successfully integrated CAP measures into their 

national policies, supported by robust regulatory frameworks and substantial funding. 

These countries exhibit high adoption rates of organic farming, precision agriculture, 

and renewable energy integration, reflecting their advanced policy implementation 

capabilities. 

In contrast, Southern European nations, including Italy, Spain, and Greece, while 

preserving traditional practices like terracing and mixed farming, face challenges in 

modernizing their agricultural policies to align with broader EU sustainability goals. 

The Mediterranean climate further complicates this transition, necessitating a focus on 
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water conservation and drought-resistant crops. 

Eastern European countries, such as Poland, Hungary, and Romania, are in a 

transitional phase, working towards aligning their agricultural practices with CAP 

standards. Limited financial resources and infrastructural challenges hinder rapid 

adoption, yet there is a growing trend towards integrating sustainable practices, 

supported by EU funding and capacity-building initiatives. 

Adoption of Sustainable Practices. The degree of adoption of sustainable practices 

is influenced by regional characteristics and economic conditions. Northern European 

countries, such as Denmark and Sweden, lead in adopting high-tech sustainable 

farming practices. Precision agriculture, characterized by the use of GPS technology, 

soil sensors, and data analytics, is prominent in these regions, enhancing resource 

efficiency and reducing environmental impacts. 

Mediterranean regions emphasize water conservation techniques, such as drip 

irrigation and rainwater harvesting, driven by necessity due to water scarcity and 

climate challenges. These practices, while effective, require significant investment and 

technological access, posing challenges for widespread adoption. 

Central and Eastern European countries are gradually transitioning from 

traditional methods to more sustainable practices. The pace of adoption is slower, 

primarily due to economic constraints and limited access to advanced technologies. 

However, these regions show promise in adopting crop diversification, organic 

farming, and integrated pest management as they gain more support and resources. 

Economic and Social Dimensions. Economic viability and social acceptance are 

critical factors influencing the adoption of sustainable agricultural practices. Wealthier 

regions, such as Western Europe, benefit from greater economic support and consumer 

demand for organic and sustainably produced food. This consumer demand drives 

market growth and supports higher premiums for sustainably produced goods. 

Less developed regions, particularly in Eastern Europe, face economic constraints 

that limit their ability to invest in sustainable practices. Small farm sizes and 

fragmented land holdings further complicate this issue, necessitating targeted financial 

support and capacity-building efforts to enhance economic viability. 

Social acceptance varies across the EU, with higher awareness and support for 

sustainable agriculture in Northern and Western Europe compared to other regions. 

Educational campaigns and public awareness initiatives play a crucial role in 

enhancing social acceptance and encouraging consumer behavior towards sustainable 

products. 

Environmental impact and outcomes. Environmental outcomes are key indicators 

of the success of sustainable agricultural practices. Western and Northern Europe 

demonstrate significant progress in reducing greenhouse gas emissions, improving soil 

health, and enhancing biodiversity. These regions benefit from strong policy support 

and advanced technological adoption, leading to better environmental outcomes. 

Southern Europe focuses on water conservation and soil preservation, showing 

improvements despite facing significant climate challenges. However, the long-term 

sustainability of these practices requires continued investment and adaptation to 

changing climatic conditions. 

Eastern Europe shows gradual progress in environmental outcomes, with 
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improvements in soil management and crop diversification. The slower pace of 

adoption and ongoing economic challenges mean that environmental benefits are less 

pronounced, but the potential for improvement remains high as more resources become 

available. 

Conclusion. The comparative analysis of sustainable development in EU 

agricultural enterprises highlights the diverse approaches and outcomes across 

different regions. While Western and Northern Europe lead in adopting advanced 

sustainable practices, Southern and Eastern Europe focus on adapting traditional 

methods and overcoming economic barriers. Harmonizing sustainable practices across 

the EU requires a coordinated effort that addresses regional differences, enhances 

policy implementation, and fosters innovation and collaboration. By leveraging the 

strengths and addressing the weaknesses of each region, the EU can achieve a more 

cohesive and effective approach to sustainable agricultural development, ensuring 

long-term environmental sustainability, economic viability, and social equity. 
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Abstract. The article is devoted to the study of modern financial 

mechanisms, which in the medium term can be effectively applied to rebuild 

the economy of Ukraine after the end of the war. The authors emphasize that 

the orthodox-innovative exposition of financial mechanisms represents a 

flexible and adaptive approach capable of effectively responding to current 

challenges, threats and needs of the country in the process of its 

reconstruction. The main focus of the article is on the study of such aspects 

as: outlines of the main challenges faced by the Ukrainian economy in the 

conditions of the war period, including the destruction of infrastructure, loss 

of production capacity and a decrease in the standard of living of the 

population; disclosure of traditional financial approaches, such as 

international loans and grants, that can be applied to the reconstruction of 

the economy; identification of modern innovative financial instruments, 

including “green” bonds, blockchain, crowdfunding and other financial 

instruments in order to provide additional sources of financing and increase 

trust on the part of international partners and donors; determining the role 

of international financial organizations, institutions and donors in the process 

of reconstruction of our state. An analysis of the assessment of the damage 

caused in Ukraine by the russian federation was carried out, which is based 

on the reports of the project “russia will pay” KSE Institute with the support 

of international partners and organizations and the report on the updated 

joint assessment of damages and needs that arose as a result of the invasion 

of the russian federation in Ukraine (Rapid Damage and Needs Assessment, 

RDNA3, developed by the Government together with the World Bank Group, 

the UN and the European Commission. The authors carried out a SWOT 

analysis, which made it possible to assess the strengths and weaknesses, 

opportunities and threats (risks) associated with the integration of orthodox 

and innovative financial mechanisms in the recovery process economy of 

Ukraine after the war. The article focuses on the Matrix of reforms – a huge 

plan of changes that systematizes and integrates reforms, includes officially 

approved recommendations and conditions under macro-financial support 

programs, in particular: “structural beacons” of the IMF, Plan of Ukraine 

under the Ukraine Facility program, documents of the European 

Commission, conditions of the World Bank (Development Policy Loan, DPL). 

Also, within the framework of the study, an analysis of the consensus forecast 

of the Ministry of Economy of Ukraine “Ukraine: Scenarios of Restorative 

Growth” was carried out to provide and assess risks for 2024–2027.  

Keywords: post-war reconstruction of the economy, financial mechanism, 

reform matrix, Ukraine Facility, international financial organizations, 

international partners, infrastructure damage, damage register, consensus 

forecast, “green” bonds, state finances. 
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Introduction. Ukraine is in the midst of “dramatic” transformations caused by 

the armed conflict in the country. A large-scale war with the russian federation led to 

large-scale destruction of infrastructure, significant economic losses and a 

humanitarian crisis, which have far-reaching consequences for the entire country. In 

these conditions, the issue of post-war reconstruction and restoration of the economy 

becomes critical and crucial. 

Orthodox-innovative exposition of financial mechanisms for the reconstruction of 

Ukraine is a complex, synergistic approach that combines traditional (orthodox) and 

modern (innovative) methods and approaches to public finance management, financial 

planning and project implementation. Such a conceptual model, which combines these 

mechanisms, should consider the specifics of post-conflict recovery and global 

economic trends in the world as a whole. 

Literature Review. Given the urgency and scale of the challenges and threats 

facing Ukraine in the process of post-war reconstruction, let’s proceed directly to a 

detailed analysis of the integration of orthodox and innovative financial mechanisms. 

This study aims to identify effective approaches to attracting resources and ensuring 

transparent management of finances necessary for economic recovery. 

In modern scientific literature, there are no practical studies devoted to similar 

problems under similar conditions. Questions related to the study of the assessment of 

the state of the economy during the war in Ukraine and the consequences of the armed 

conflict, possible ways of recovery, are reflected in the works of such scientists as 

Iefymenko T. (2023), Kudrjashov V. (2022), Savostianenko M. (2022), Deineko L. 

(2024), Kushnirenko O. (2024), Tsyplitska O. (2024), Gakhovych N. (2024), 

Didukh Y. (2022), Ivanenko D. (2024), Shubalyi O. (2023), Ryzhakova G. (2022), 

Akselrod R. (2022), Melnikov O. (2021) and other. 

Aims. The purpose of this article is to research and substantiate effective financial 

mechanisms that combine orthodox and innovative approaches to support and 

accelerate the post-war reconstruction of Ukraine’s economy. 

Methodology. Within the scope of the study of the orthodox and innovative 

exposition of financial mechanisms for the reconstruction of Ukraine, a variety of 

scientific and special methods were used for the analysis, evaluation and generalization 

of information. The use of analytical methods, in particular the consensus forecast 

“Ukraine: Scenarios of Restorative Growth” to assess risks in the country for 2024–

2027. The SWOT analysis method made it possible to assess the strengths and 

weaknesses, opportunities and threats (risks) associated with the integration of 

orthodox and innovative financial mechanisms in the process of restoring Ukraine’s 

economy after the war. The method of grouping, analysis and synthesis of information 

made it possible to systematize and gain a deeper understanding of the complex 

financial processes taking place in the conditions of post-conflict economic recovery, 

and to provide an understanding of their impact on the general economic indicators of 

Ukraine. The application of methods of induction, deduction, comparison, observation 

and measurement in the development of scientific hypotheses made it possible to 

expand the understanding and analyze the relationships between traditional (orthodox) 

and modern (innovative) methods and approaches to financial management and their 

impact on the recovery of the economy after the war. Scientific abstraction and 
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grouping helped to identify threats and challenges to the financial and economic 

security of the country and to generalize and systematize information about the 

orthodox and innovative exposition of financial mechanisms for rebuilding the 

economy. The application of a systemic approach in the analysis and design of the 

orthodox-innovative exposition of financial mechanisms for rebuilding the economy 

of Ukraine allowed a deeper understanding of the relationships between various 

elements of the system, providing a comprehensive view of all important aspects of 

this process. Summarizing, the used scientific and special methods not only contributed 

to a deeper understanding of the problems, but also allowed to carry out a reasonable 

analysis and draw informative conclusions regarding the development of an orthodox 

and innovative exposition of financial mechanisms for rebuilding the economy of 

Ukraine in the conditions of a complex geopolitical and economic situation. 

Results. Modern challenges caused by full-scale russian aggression against 

Ukraine require a comprehensive study of various approaches to assessing its 

consequences and the loss of the country’s economic potential. This aggression caused 

significant destruction of infrastructure, including critical, residential facilities, 

industrial enterprises, and also affected the social and economic stability of Ukraine. 

Given the magnitude of these losses, there is a need for in-depth analysis and 

assessment of the current and future challenges facing our country. 

First, the study of existing approaches to assessing the economic and social 

consequences of aggression is critically important for determining the extent of 

destruction and losses, which will allow for the development of effective recovery 

strategies. These approaches should cover both direct damages, such as infrastructure 

destruction and loss of assets, as well as indirect effects, including reduced productive 

capacity, job losses, and economic downturns. 

Secondly, special emphasis should be placed on the study of the loss of the 

economic potential of our country. This includes not only physical destruction, but also 

impacts on human capital, reduced opportunities for innovation and entrepreneurship, 

and impacts on macroeconomic stability. The evaluation of these aspects will help to 

understand the long-term consequences of russian aggression and create a basis for 

building a more stable (resilient) economy in the future.  

It is also important to examine plans for post-war recovery and reconstruction, 

both at the national level and considering the role of international partners. Ukraine 

needs integrated approaches to recovery that include financial support, technical 

assistance, as well as political and diplomatic support from the international 

community. Recovery plans should consider the principles of sustainable development, 

innovative financial instruments and approaches that allow effective management of 

resources. 

Therefore, the study of available approaches to the assessment of the 

consequences of the full-scale aggression of the russian federation, the loss of 

economic potential and post-war recovery plans is critically important for ensuring the 

sustainable recovery and development of Ukraine. This requires a systematic and 

comprehensive approach that considers both national and international aspects, ensures 

effective coordination and integration of resources, and supports the principles of 

innovation and sustainability in the process of reconstruction and recovery. 
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We will conduct a SWOT analysis of the orthodox-innovative exposition of 

financial mechanisms for the post-war reconstruction of the economy of Ukraine 

within the scope of the study. SWOT analysis allows to assess the strengths and 

weaknesses, opportunities and threats (risks) associated with the integration of 

orthodox and innovative financial mechanisms in the process of restoring Ukraine’s 

economy after the war (Table 1). 

The integration of orthodox and innovative financial mechanisms in the post-war 

reconstruction and recovery of the economy of Ukraine creates significant 

opportunities for sustainable development and recovery. To successfully realize these 

opportunities, it is necessary to consider both potential weaknesses and risks associated 

with economic, political and technological turbulence. A careful approach to the 

management of these aspects will ensure the effective use of financial resources and 

contribute to the long-term growth and prosperity of the country. 

One of the most urgent problems facing Ukraine after the war is the restoration 

and modernization of the destroyed infrastructure. According to estimates by 

international organizations, hundreds of billions of dollars must be allocated for this 

process. The destruction of cities, critical industrial and energy facilities and 

infrastructure requires not only repair, but also systemic modernization, which 

considers modern requirements for environmental sustainability and efficiency, which 

are also laid down in the Sustainable Development Goals (hereinafter referred to as the 

SDGs). This process will require large financial investments as well as comprehensive 

planning to ensure not only recovery but also sustainable economic growth and 

development. The implementation of such ambitious tasks will require cooperation 

between the government, the private sector, civil society organizations, the population 

and international partners to ensure a successful recovery and transition to sustainable 

development. 

Let’s proceed directly to the statistical assessment of the destruction in Ukraine. 

In January 2024, the direct damage caused to the infrastructure of our country during 

the war reached almost USD 155 billion. This estimate also includes losses caused by 

the explosion of the Kakhovskaya HPP on June 6, 2023, which was carried out by the 

russian federation. This assessment of direct physical damage was conducted by an 

analytical team of experts from the Kyiv School of Economics (KSE). The «russia will 

pay» project of KSE carried out this assessment jointly with the Ministry of 

Community Development, Territories and Infrastructure, the Ministry of Health, the 

Ministry of Economy and in cooperation with other relevant ministries and the National 

Bank of Ukraine. 

The increase in the total amount of damages by 85% is due to the growth of 

damaged and destroyed housing stock, energy, infrastructure facilities, education, 

industry and health care. In January 2024, residential buildings suffered the most 

damage from hostilities and regular shelling. The number of damaged and destroyed 

objects is more than 250,000, of which 222,000 are private houses, more than 27,000 

are apartment buildings and 526 dormitories. Total direct damage from this destruction 

is estimated at USD 58.9 billion. Compared to the end of 2023, this amount showed an 

increase of USD 4.8 billion. In addition, such an increase is due to the transition to 

another source of information for some regions (Register of damaged and destroyed 



Issue 2 (18), 2024  Economics, Finance and Management Review 

 

105 

property). Among such regions with the most damage are Kyiv, Donetsk, Kharkiv, 

Chernihiv, Luhansk and Kherson regions. 

 

Table 1. SWOT analysis of the orthodox-innovative exposition of financial 

mechanisms for the post-war reconstruction of the economy of Ukraine 
Strengths 

1. Diversification of funding sources: 

– the combination of traditional and modern financial 

instruments provides a wide base of resources for financing 
various projects; 

– the use of both public and private, as well as international 

sources allows to ensure the stability of financing. 
2. Increasing transparency and trust: 

– innovative mechanisms, such as blockchain 

technologies, ensure a high level of transparency and 
reduce fraud risks; 

– social and “green” bonds promote investor confidence 

through reporting on social and environmental 

performance. 
3. Flexibility and adaptability: 

– innovative financial instruments, such as crowdfunding, 

allow you to quickly respond to the needs of specific 
projects and attract funds in a short time; 

– fintech and digital platforms contribute to the 

acceleration of financial transactions and the reduction of 
bureaucratic obstacles. 

4. Stimulation of sustainable development: 

– »green» bonds and projects with an ecological orientation 
contribute to sustainable development and modernization 

of infrastructure considering environmental standards 

Weaknesses 

1. Complexity of coordination: 

– the integration of various financial mechanisms requires a 

high level of coordination between government bodies, the 
private sector and international partners; 

– the possibility of administrative and organizational problems 

due to different approaches and regulatory requirements. 
2. Technological and regulatory barriers: 

– the adoption of emerging technologies such as blockchain 

may face adoption and implementation challenges due to lack 
of regulatory norms or resistance from traditional institutions; 

– insufficient digital literacy of the population can become an 

obstacle to the widespread use of fintech solutions. 

3. The risk of social inequality: 

– innovative financial mechanisms may not be accessible to 

less developed regions or socially vulnerable population 

groups; 
– the need for special knowledge and access to technology may 

limit the participation of some segments of the population in 

the use of these financial mechanisms. 
4. Financial instability: 

– dependence on international loans and aid can increase the 

risk of financial instability in case of changes in the global 
economic situation; 

– a high level of debt burden may limit the government’s 

capacity in the future 

Opportunities 
1. Attraction of international capital: 

– the possibility of using innovative financial mechanisms 

to attract foreign investments and support international 
partners; 

– international donors may be interested in financing 

projects with high transparency and social or 
environmental impact. 

2. Development of the digital economy: 

– the use of blockchain and fintech can stimulate the 

development of the digital economy and the creation of 
new jobs in the technological sectors; 

– supporting start-ups and innovative enterprises can 

contribute to rapid economic growth. 
3. Ecological modernization: 

– investments in green bonds and renewable energy 

projects can accelerate the transition to a more sustainable 
economy; 

– the use of environmentally friendly technologies in the 

restoration of infrastructure can reduce the negative impact 
on the environment. 

4. Strengthening the participation of the population in 

the latest financial instruments: 

– crowdfunding and social bonds allow communities to be 
actively involved in the recovery process, which 

contributes to increasing social cohesion. 

– increasing the financial literacy of the population can 
stimulate wider public involvement in economic 

development 

Threats 
1. Economic instability: 

– instability in the international economy, fluctuations in 

exchange rates or changes in the policies of international 
donors may negatively affect access to financing; 

– deterioration of the economic situation in Ukraine may 

reduce the confidence of investors and their desire to invest. 
2. Political and social tensions: 

– political instability or conflicts may prevent the 

implementation of long-term projects and the introduction of 

new financial mechanisms; 
– social upheaval or inequality can create resistance to 

innovative approaches and worsen the overall situation. 

3. Technological risks: 

– vulnerability to cyber-attacks and disruptions in digital 

platforms can jeopardize the effectiveness of innovative 

financial mechanisms; 
– rapid technological progress can create a gap between the 

ability to implement new technologies and the ability of 

regulatory bodies to ensure their safety. 
4. Failure to meet environmental and social goals: 

– non-compliance with environmental standards or 

unsuccessful implementation of social projects can lead to a 

loss of trust from international partners and investors; 
– misuse of funds can undermine the efficiency and 

transparency of financial mechanisms, lead to corruption risks 

Source: compiled by the authors. 
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By the beginning of 2024, infrastructure losses amounted to USD 36.8 billion, 

while industry and enterprises have already lost USD 13.1 billion. According to the 

latest data, 78 small, medium and large private enterprises, as well as 348 state 

enterprises, were damaged or destroyed. 

As a result of the hostilities of the russian federation against Ukraine, the total 

amount of direct losses from the destroyed infrastructure of the energy sector is 

growing further – up to USD 9 billion, the agricultural sector – USD 8.7 billion. In 

addition, as of the beginning of the reporting year, an increase in total losses in the field 

of housing and communal services was demonstrated – USD 4.5 billion, and in health 

care – by USD 1.4 billion to USD 3.1 billion. The general estimate of infrastructure 

damage by industry in monetary terms as of January 2024 is presented in Figure 1. 

 
Figure 1. Total assessment of infrastructure damage by industry in monetary 

terms as of January 2024, USD billion 
Source: built on KSE (2024) 

 

Since the beginning of the large-scale invasion of the russian federation in 

Ukraine, at least 160,000 units of agricultural machinery, 3,800 educational 

institutions, 16,000 units of communal transport, 580 administrative buildings of state 

and local administration, 1,800 cultural institutions, 348 religious institutions have 

already been damaged, destroyed/captured. 50 medical centers, 426 hospitals, 48 social 

centers, 31 boarding schools, 31 shopping centers, etc. (KSE, 2024). 

It should be noted that on April 16, 2024, at the 10th meeting of the Parliamentary 

Assembly of the Council of Europe, Resolution 2539 (2024) was adopted, which 

concerns the restoration of Ukraine. This Resolution expresses deep concern about the 

large-scale destruction caused by the illegal war of the russian federation, which began 

in 2014 and turned into a large-scale invasion in February 2022 and continues to this 

day. These events led to serious human and material losses, human rights violations 

and numerous war crimes. 
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It should be noted that the Council of Europe shows unwavering solidarity with 

Ukraine and its people and has already taken the first steps in creating a system of 

responsibility for the illegal actions of the russian federation. This includes the 

exclusion of the russian federation from the membership of the Council of Europe and 

leadership in the creation of the Register of Damages and the Compensation Fund. The 

main goal of this initiative is to use the assets of the russian federation to compensate 

for the damage caused by the war in Ukraine (biz.ligazakon, 2024). According to the 

data reflected in the mentioned Resolution, the documented damages caused to the 

infrastructure and economy of Ukraine caused by the aggression of the russian 

federation amounted to USD 416 billion, as of June 2023. Also, approximately 17.6 

million people in Ukraine needed humanitarian assistance in 2023, and 5.1 million 

people were IDPs. According to the Assembly, russian frozen assets are located in 

several countries, totaling about USD 300 billion. 

In order to direct these assets to the benefit of Ukraine, the Assembly, with the 

help of the mentioned Resolution, practically called on the member states, including 

those that hold the relevant assets, to take the measures shown in figure 2. 

 
Figure 2. The measures were approved by the Assembly of the Council of 

Europe in Resolution 2539 
Source: compiled by the authors 

 

The international compensation fund created under the auspices of the Council of 

Europe is a key mechanism for compensating the damage caused to the russian 

federation in connection with the illegal invasion of Ukraine. This fund should provide 

a structured approach to the assessment and compensation of various damages, which 

include infrastructure damage, environmental impact, economic losses of companies 

Cooperate and transfer them to the international compensation mechanism

Member states should move from sanctions to countermeasures in order
to induce a state in violation of international law to stop its illegal
behavior and fulfill its obligations

Member states should work on a mechanism for identifying, limiting,
freezing, arresting and confiscating the assets of individuals and legal
entities cooperating with the russian military-industrial complex

Develop mechanisms for monitoring potential violations of the sanctions
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Fund for the Reconstruction of Ukraine
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and investors, as well as costs associated with supporting displaced persons both in 

Ukraine and abroad. The above-mentioned mechanism, according to its mandate, will 

consider claims and pay compensation, directing resources to the rehabilitation and 

support of victims. 

Since the established Damage Register is a complex process of recording 

Ukrainian losses for international claims, countries that have frozen russian assets must 

transfer these assets to an international compensation fund. For effective consideration 

of claims, it is necessary to create an International Commission for consideration of 

claims for losses registered in the register. 

Successful reconstruction of Ukraine is impossible without effective involvement 

and coordination of international aid, including loans, grants and investments. For this, 

it is important to integrate modern financial management tools and ensure transparent 

reporting mechanisms that meet international standards. 

The World Bank Group, the Government of Ukraine, the European Commission 

and the UN presented a report on the updated joint assessment of damages and needs 

that arose as a result of the russian invasion of our country (Rapid Damage and Needs 

Assessment, RDNA3) (World Bank Group, 2024). 

The Ministry of Infrastructure of Ukraine led the government team to assess the 

damage and determine priorities for 2024. According to the Report, the total costs for 

the reconstruction and restoration of Ukraine over the next ten years will amount to 

USD 486 billion, which is almost three times higher than the country’s nominal GDP 

for 2023. This year’s indicator also exceeds the previous estimate of RDNA2 by 18%, 

which amounted to USD 411 billion as of 24.02.2023 (World Bank Group, 2024). 

The results of the assessment will be the basis for the development of planning 

documents and prioritization methods. For example, the priorities presented in the 

RDNA3 report will be implemented in the action plan of the State Regional 

Development Strategy (SRDS). In addition, DREAM – the State Digital Ecosystem of 

Recovery Management – will provide labeling of projects that meet the needs of the 

RDNA, which will allow better prioritization of critical recovery projects and provide 

them with priority support (World Bank Group, 2024). 

The RDNA3 assessment considers the damage caused during almost two years, 

from the beginning of the full-scale russian invasion of Ukraine on February 24, 2022, 

until the end of 2023 (World Bank Group, 2024). According to the report, direct losses 

in Ukraine currently amount to almost USD 152 billion. The most affected sectors were 

housing, transport, trade and industry, as well as energy and agriculture. Similar to last 

year’s report, Kharkiv, Luhansk, Donetsk, Kherson, Zaporizhzhia and Kyiv regions 

were recognized as the most affected regions. 

10% of the housing stock was damaged (destroyed) throughout the territory of our 

state. The destruction of the Kakhovka hydroelectric dam in June 2023 led to 

catastrophic consequences for the environment and exacerbated the problems already 

faced by Ukrainians struggling for access to housing, water, food, medical services, 

etc. 

For 2024, Ukraine’s highway needs include restoration in such areas as: transport 

and logistics – USD 2.3 billion; housing and communal services – USD 3.1 billion; 
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social infrastructure – USD 2.4 billion; energy – USD 2.7 billion; cross-sectoral 

priorities – USD 1.2 billion; industry and services – USD 3.6 billion. 

In 2024 alone, according to the updated assessment, Ukraine will need USD 15.3 

billion for critical recovery projects, with an emphasis on supporting the recovery of 

social infrastructure, the private sector and utilities, transportation, energy, and 

housing. About USD 5.5 billion of this financing was provided at the expense of the 

support of Ukraine’s international partners and at the expense of its own resources. 

About USD 10.5 billion are currently unfunded. Implementation of recovery measures 

involves carrying out structural and strategic reforms that are consistent with EU 

policies and standards and support the principles of “rebuilding better than before”. 

The priorities established in RDNA3 will be integrated into the medium-term budget 

planning process. Accordingly, this will ensure predictable and timely financing, as 

well as strengthening the capacity of the public sector (Ministry for Communities, 

Territories and Infrastructure Development of Ukraine, 2024). Since the russian 

invasion of Ukraine, it has received USD 85.4 billion from international partners to 

finance state budget expenditures. Thus, since the beginning of 2024, USD 11.8 billion 

have come from international partners. 

The largest foreign donors in the current year are: EU – USD 6.48 billion; Canada 

– USD 1.47 billion; Japan – USD 2.13 billion; Great Britain – USD 0.52 billion; IMF 

– USD 0.88 billion; Norway – USD 0.3 billion. Considering the proceeds from the 

placement of OVDP bonds on the domestic market, as of May 28, USD 16.9 billion 

was raised to finance the state budget of Ukraine in 2024 (Ministry of Finance of 

Ukraine, 2024). During the International Recovery Conference in Berlin on June 11–

12, 2024 (Ukraine Recovery Conference – 2024), international agreements and aid 

worth more than EUR 16 billion were announced and signed (Ministry of Economy of 

Ukraine, 2024). The total volume of potential investments can amount to EUR 500–

700 million. Currently, Ukraine needs more generating and trunk capacities. However, 

it will provide a significant impetus to increase aid during the next phase. The results 

of the URC show the great potential that the energy sector has for attracting investment. 

In addition, the first guarantee and grant agreements for EUR 1.4 billion were 

signed as part of the investment component of the Ukraine Facility program, and the 

announcement of a support package for Ukrainian energy from the United States for 

more than USD 800 million, and the Alliance for the Sustainability of Small and 

Medium Businesses for EUR 7 billion was also created and Skills Alliance for more 

than EUR 700 million. 

The investment tool Ukraine Investment Framework was launched as part of the 

Ukraine Facility program. The European Commission has signed 14 financing and 

guarantee agreements with various IFIs. These agreements include EUR 1 billion in 

loan guarantees and EUR 400 million in blended grants. 

Was launched the “SME Sustainability Alliance” together with more than 30 

international partners to support the development of Ukrainian small and medium-sized 

enterprises. The alliance will include programs worth more than EUR 7 billion for 

current and new initiatives, of which EUR 3.9 billion are earmarked for new projects. 

Domestic companies signed 14 business agreements with German and 

international partners for a total amount of more than EUR 560 million. The 
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agreements cover sectors such as heavy industry, agricultural machinery and renewable 

energy. 

There are even more opportunities for insurance. Now insurance from the U.S. 

International Development Finance Corporation will be available not only to investors, 

but also to small and medium-sized businesses through local insurance companies in 

Ukraine. USD 50 million will be allocated for this purpose. In addition, DFC 

announced two new war risk insurance deals totaling USD 300 million for an 

agricultural company and a manufacturing company. 

The Create Ukraine project is also being launched together with Lithuanian 

partners Central Project Management Agency and the Kyiv School of Economics 

Charitable Fund. It creates conditions for the return of Ukrainian specialists from 

abroad to work in the public sector and strengthen our governance (Sivershchyna, 

2024). 

In addition, during the conference, the Ministry of Economy presented the 

Investment Guide (Ukraine Recovery Conference, 2024), which included 95 

investment projects that require about USD 27 billion in financing. Also, European 

integration documents, in particular, the Small and Medium Business Development 

Strategy and the National Energy and Climate Plan. The Business Advisory Council, 

which will help improve the investment climate in Ukraine, has also become 

operational. 

It should also be emphasized that the Cabinet of Ministers of Ukraine introduced 

the Reform Matrix – a new analytical tool for effective decision-making and 

management of the reform implementation process. The matrix is a huge change plan 

that integrates and systematizes reforms and includes officially approved 

recommendations and conditions under macro-financial support programs, namely: 

documents of the European Commission, structural beacons of the IMF, Plan of 

Ukraine under the Ukraine Facility program, conditions of the World Bank 

(Development Policy Loan, DPL). The Reform Matrix is a key and general analytical 

tool for effective implementation and monitoring of planned measures. The Reform 

Matrix includes more than 200 reforms (with more than 400 indicators) and has an 

expert assessment of the impact of these reforms on economic growth and recovery, 

conducted by the Commission on Economic Development and Social Policy in 

consultation with the Harvard University Growth Center and with the support of the 

World Bank. It systematizes the conditions and recommendations of Ukraine’s 

international partners. In 2024, the implementation of 410 indicators, which are 

officially presented in the documents, is planned. The Reform Matrix helps to prioritize 

and sequence reform measures. At present, the cardinal attention should be focused on 

the steps that will ensure the maximum effect in terms of improving macroeconomic 

indicators and restoring the economy without significant fiscal costs. Internal 

transformations should take place systematically and consistently, while supporting the 

improvement of external conditions with the assistance of partners (Communications 

Department of the Secretariat of the CMU, 2024). At the conference in Berlin, it was 

outlined that in order to maximize the effect of reforms in Ukraine, together with 

international partners, it is necessary to focus efforts on 3 areas: 
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− Reduce macroeconomic risks with the help of partners within the framework of the 

Multilateral Coordination Platform of Donors and ensure long-term external financing 

and in-kind support until 2027; 

− Accelerate recovery through the elimination of barriers to development. It is worth 

ensuring energy stability, air defense, overcoming labor shortages, stable access to 

foreign markets, and restoring logistics (SEAL+); 

− Increase potential growth by complementing reforms with time- and volume-

specific investments and technology transfer agreements from partners that will 

enhance productivity and capital. 

At the G7 summit, the President of Ukraine called on the G7 member states to 

draw up a recovery plan for Ukraine, similar to the “Marshall Plan” after the Second 

World War, and to confirm it with a joint G7+ declaration – a recovery declaration 

(President of Ukraine, 2024). On June 6, 2024, the Verkhovna Rada of Ukraine ratified 

the Ukraine Facility Plan – a comprehensive recovery and reform plan for the period 

2024–2027. The plan includes investments in infrastructure, economy, social sphere 

and governance. This includes building modern roads, bridges, schools and hospitals, 

supporting small and medium-sized businesses, ensuring access to quality education 

and health care, as well as fighting corruption and improving governance transparency. 

These measures will help not only to restore the country, but also to make it better than 

it was before the war. The Ukraine Facility Plan defines Ukraine’s obligations to 

implement reforms until 2027, which is a condition for receiving the next tranches of 

macro-financial assistance from the EU in the total amount of EUR 50 billion. The 

approximate schedule of payments by year is as follows: in 2024 – EUR 16 billion, in 

2025 – EUR 12.5 billion, in 2026 – EUR 7.25 billion, in 2027 – the beginning of 2028 

– EUR 2.5 billion (Decentralization, 2024). The timeline of bills for the fulfillment of 

international obligations is presented in figure 3. 

Traditional approaches to rebuilding the economy that may be effective in 

peacetime may not work in the post-conflict era. Therefore, it is necessary to introduce 

innovative financial instruments and methods that consider the specifics of modern 

global challenges, such as climate change, digitalization and globalization. In the 

context of the post-war reconstruction of Ukraine’s economy, modern financial 

engineering offers a number of innovative approaches that can significantly accelerate 

and increase the efficiency of the country’s recovery. These tools, including “green” 

bonds, crowdfunding, blockchain technologies and other modern financial products, 

open opportunities to attract new sources of financing, increase transparency and 

ensure sustainable development. 

1. “Green” bonds are debt instruments, the proceeds of which are issued to 

finance environmentally sustainable projects. In the post-war reconstruction of 

Ukraine, these bonds are a powerful tool for attracting the capital needed to support 

environmental initiatives and the country’s environmental modernization. Green bonds 

can be aimed at restoring and modernizing infrastructure to meet environmental 

standards, developing renewable energy sources such as solar, wind and bioenergy 

projects, as well as implementing energy efficiency measures in buildings and industry 

(Klymenko, Petrukha, Petrukha, 2024). These instruments promote sustainable 

development by attracting investors interested in financing environmentally 
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responsible projects and ensure high transparency of the use of funds through reporting 

requirements. Examples of green bond applications include projects to restore energy 

in conflict-affected regions and finance the construction of green buildings and the 

modernization of transport systems that reduce CO2 emissions, in line with the SDGs. 

 

 

 
 

Figure 3. Timeline of bills for the fulfillment of international obligations 
Source: built on Decentralization (2024) 

 

2. Crowdfunding is a method of raising funds for the implementation of projects 

due to the contributions of a large number of people, usually through Internet 

platforms. In the context of the reconstruction of the economy of Ukraine, this 

approach allows to mobilize the resources of the population and businesses to support 

local initiatives and reconstruction projects. Crowdfunding is extremely useful for 

financing small and medium-sized enterprises that are rebuilding after conflict, as well 

as for supporting social initiatives such as rebuilding schools, hospitals and other public 

institutions (Petrukha, Petrukha, Alekseienko, Kushneruk, Mazur, 2023). It provides 

access to financing for projects that may not be available through traditional channels, 

encourages active participation of the population in reconstruction and development 

processes, and provides flexibility and speed of fundraising. In particular, 

crowdfunding can be used to support local entrepreneurs who are rebuilding their 

businesses after destruction, or to raise funds for the reconstruction of socially 

significant objects, such as schools or kindergartens. 

3. Blockchain technologies that use distributed ledgers to ensure the transparency 

and security of financial transactions can significantly improve the management of 

reconstruction projects and increase trust in the reconstruction process. In the post-war 
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reconstruction of Ukraine, blockchain can be used to manage and track financial flows 

in reconstruction projects, ensure transparency and accountability of the use of 

international aid and investments, as well as to create decentralized financial platforms 

that support the development of small and medium-sized enterprises. All transactions 

on the blockchain are public and immutable, which significantly reduces the risks of 

fraud and corruption, increasing the confidence of investors and donors. In addition, 

blockchain simplifies control and management processes, reducing operational costs. 

Examples of the application of blockchain technologies can be projects to track the use 

of charitable contributions or the creation of platforms for microfinancing and crediting 

of small businesses. 

4. Other innovative financial instruments also play a general role in the process 

of reconstruction of the Ukrainian economy. Structured financial products combine 

traditional financial instruments with innovative approaches to create new sources of 

financing. They can be used to create specialized funds that finance large infrastructure 

projects or introduce hybrid instruments that combine grants and loans to reduce risks. 

Stabilization funds, combining contributions from the government, international 

donors and private investors, can be key to stabilizing the economy. 

Social Impact Bonds are also an effective tool for attracting funds for the 

implementation of social projects that provide financial returns depending on the 

achievement of certain social results. They can be used to finance social development 

programs, such as education, health care and integration of immigrants, or to support 

projects aimed at reducing unemployment and improving the welfare of the population. 

Investors receive a return only in the case of the achievement of established social 

outcomes, which encourages the implementation of new solutions to social problems. 

The integration of modern financial instruments, such as “green” bonds, 

crowdfunding, blockchain technologies and others, in the strategy of post-war 

reconstruction of Ukraine can significantly accelerate this process and ensure more 

efficient and sustainable use of available resources. These tools make it possible to 

attract new sources of financing, increase transparency and trust in reconstruction 

processes, and also ensure sustainable development of the economy in the long term. 

Using these innovative approaches will help Ukraine not only to recover from the 

destruction, but also to create a basis for sustainable economic growth in the future. 

The integration of orthodox and innovative financial mechanisms into the process 

of post-war reconstruction of Ukraine’s economy is accompanied by a number of risks 

and challenges that require comprehensive assessment and management. First of all, 

traditional financial mechanisms may face problems of insufficient flexibility and the 

ability to quickly respond to rapid changes in the economic environment. Conversely, 

innovative tools such as blockchain and crowdfunding, while offering high levels of 

transparency and efficiency, may be subject to technological and regulatory risks. In 

addition, new financial technologies may arouse suspicion or resistance from the public 

and traditional financial institutions, which can inhibit their adoption. 

There are also social risks associated with uneven access to financial resources in 

different regions and population groups, which can increase social inequality. 

International risks, such as exchange rate fluctuations, political instability and changes 

in global economic conditions, which may affect the availability of international 
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investment and aid, are also an important aspect. An integral assessment of these risks 

is critical for the development of a strategy that ensures a sustainable and even recovery 

of the Ukrainian economy, considering all possible challenges and dangers. 

In its April consensus forecast, the Ministry of Economy provided an assessment 

of risks for 2024–2027. The consensus forecast “Ukraine: Scenarios of Restorative 

Growth” was prepared with the aim of highlighting the consensus vision of probable 

scenarios for the development of the domestic economy in the conditions of the 

ongoing brutal unprovoked large-scale war of the russian federation against Ukraine, 

which changed the living conditions of Ukrainians, and the temporary occupation of 

part of the territory of Ukraine by the russian federation, the destruction of production 

facilities and infrastructure, the disruption of supply and export chains have changed 

the functioning conditions of the domestic economy. 

The assessment was carried out according to two criteria: the probability of a 

specific risk and its impact on the economy of Ukraine. The maximum consensus score 

for internal and external risks is 16 points. The highest risk for 2024 and beyond is the 

risk of “Continuation of the war on the territory of Ukraine” with an almost maximum 

rating (15). For 2025–2026, the integrated estimates of this risk gradually decrease to 

13 and 9, respectively, but compared to previous surveys, the estimates of this risk have 

increased, indicating that most experts expect the war to continue during the forecast 

period. Only in 2027, the integrated risk assessment drops to slightly below the average 

– 6. During 2024–2025, experts also predict a “Large-scale wave of mobilization” 

(Table 2–4) (Ministry of Economy of Ukraine, 2024). 

 

Table 2. Martial terms (April 2024) 
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Continuation of the war on the 

territory of Ukraine 
15 4 4 13 3 4 9 2 4 6 2 3 

The impossibility, for various 

reasons, of the full economic use of 

a significant part of the territory 

that has undergone occupation and 

the destructive consequences of 

active hostilities, in particular due 

to the need for massive demining 

13 4 3 12 4 3 9 3 3 8 3 3 

A massive wave of mobilization 12 3 3 10 3 3 4 2 3 4 2 3 

Unblocking the seaports of Ukraine 

and their free use 
8 2 4 9 3 3 10 3 3 11 3 3 

Signing of the peace agreement 5 2 3 8 2 3 9 3 3 9 3 3 

Source: built on Ministry of Economy of Ukraine (2024). 
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Table 3. External phenomena (April 2024) 

External phenomena 

2024 year 2025 year 2026 year 2027 year 
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Weakening, delay or suspension of 

financial support for Ukraine from 

international partners, in particular, a 
reduction in the amount of funding from 

the EU and the USA (including as a result 

of the internal political situation in the 

partner countries) 

13 3 4 13 3 4 11 3 4 11 3 3 

Deep socialization of a significant part of 
refugees abroad with a minimal probability 

of their return in the future, the 

continuation of the outflow of the 

population from Ukraine (men will go to 

their families) after the end of the war 

12 4 3 12 4 3 12 3 3 10 3 3 

Introduction of new customs tariffs and 

restrictions, blocking of logistics by 

partner countries 

10 3 3 9 3 3 6 2 3 6 2 3 

Slow processes of Ukraine’s integration 

into the EU 
7 3 2 7 3 2 6 2 3 6 2 3 

A new world crisis 6 2 3 7 2 3 7 2 3 6 2 3 

A significant increase in world food prices 6 2 3 6 2 3 6 2 3 6 2 3 

A significant increase in prices on global 

energy markets 
5 2 3 6 2 3 6 2 3 6 2 3 

Source: built on Ministry of Economy of Ukraine (2024) 
 

Table 4. Internal risks/phenomena (April 2024) 

Internal risks / 

phenomena 

2024 year 2025 year 2026 year 2027 year 
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Preservation of the existing level of 
corruption 

11 4 3 11 3 3 10 3 3 9 3 3 

Demographic crisis: shortage of labor 

resources – an extremely large percentage 

of the population in need of social support 

(pensioners, children, disabled) – gender 
shift 

10 3 3 10 3 3 12 3 4 11 3 3 

Preservation of low credit activity of 

commercial banks in the real sector 
10 4 3 9 3 3 8 3 3 7 3 3 

Low level of implementation of reforms 9 3 3 9 3 3 8 3 3 8 3 3 

Additional issuance of funds to finance 
expenditures of the state budget or the 

Pension Fund, other social insurance 

funds 

9 3 3 9 3 3 8 3 3 8 2 3 

Increasing insolvency of subjects of 

economic activity 
9 3 3 9 3 3 8 2 3 8 2 3 

Impoverishment of the majority of the 

population 
9 3 3 9 3 3 8 3 3 8 2 3 

Obtaining a low yield of grain crops 8 3 3 7 2 3 7 2 3 6 2 3 

A significant power deficit in the electric 

power industry (energy terror) 
8 2 3 6 2 3 5 2 3 4 1 3 

Rapid increase in labor migration abroad 7 2 3 7 2 3 8 2 3 8 2 3 

Introduction of a new tax system 5 2 3 6 2 3 6 2 3 7 2 3 

Source: built on Ministry of Economy of Ukraine (2024) 
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Discussion. This conceptual model should become a framework for an 

integrative approach to the reconstruction of the economy of Ukraine, which combines 

the advantages of orthodox and innovative financial mechanisms. This approach will 

contribute not only to the reconstruction of the destroyed infrastructure and the 

economy, but also to the creation of a basis for sustainable development and 

improvement of the population’s well-being in the long term. This approach integrates 

orthodox and innovative financial mechanisms and is extremely important for the post-

conflict recovery of Ukraine’s economy for several key reasons. First, it allows to 

effectively combine traditional financial instruments that ensure stability and reliability 

with innovative approaches that open up new opportunities for attracting resources and 

increasing transparency. This is especially critical in conditions of limited access to 

financial resources and high levels of mistrust that often accompany post-conflict 

situations. Second, the model considers current global economic trends, such as 

sustainable development, digitalization of financial services and the growing 

importance of socially responsible investments. This allows Ukraine not only to restore 

the destroyed economy, but also to lay the foundation for its long-term and sustainable 

growth in the conditions of a rapidly changing global economic environment. Thirdly, 

the flexibility of the model allows it to be adapted to the specific needs of different 

regions and sectors of the economy, which is critical for ensuring inclusive and equal 

development throughout the country. As a result, the proposed model creates 

conditions for integrating the efforts of the government, the private sector, the 

population and international partners, which provides a comprehensive and 

coordinated approach to the recovery of Ukraine’s economy. 

In addition to the already mentioned advantages, the proposed approach has 

several additional aspects that emphasize its importance for the effective recovery of 

Ukraine’s economy after the conflict, which are visualized below in figure 4. 

 
Figure 4. Additional aspects that are important for the effective recovery of 

Ukraine’s economy 
Source: compiled by the authors 
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1. Transparency and accountability of financial flows: 

For the new Ukrainian economy, the emphasis on economic freedom and 

improving the conditions for doing business, attracting investments and digitization 

will be decisive. This approach will also require legislative regulation in order to ensure 

proper, effective, targeted and controlled use of the financial resources involved 

through improved mechanisms. The integration of blockchain technologies provides 

an unprecedented level of transparency in the management of financial resources. This 

is critical to increase the trust of international donors, investors and the public, because 

they can be sure that the funds will be used honestly and effectively. In a post-conflict 

context, where the problem of corruption can be particularly acute, such transparency 

is fundamental to successful recovery. One of the main components that must be 

strengthened now is the protection of critical infrastructure. This will create the basis 

for transparent public administration, which will help overcome the challenges and 

threats facing Ukraine, ensure long-term economic growth, general economic security, 

and promote integration into the European economic space. Strengthening the 

institutional capacity of the state is also of key importance. This includes strengthening 

the independence of the judiciary, fighting corruption and increasing transparency in 

all areas of public administration. Only under the conditions of a fair and predictable 

legal environment can we expect sustainable economic growth and investors’ 

confidence in the safety of their investments. 

2. Support of sustainable and ecologically safe development: 

“Green” bonds and other sustainable financing instruments promote investments 

in projects that minimize environmental risks and support environmental 

modernization. This not only helps Ukraine to rebuild its infrastructure considering 

modern environmental standards, but also prepares it for future challenges related to 

climate change and the transition to a green economy. Finally, environmental 

sustainability must be integrated into all aspects of economic development. Adopting 

green technologies, supporting renewable energy and reducing our carbon footprint are 

critical to ensuring long-term growth and preserving natural resources for future 

generations. 

3. Involvement of the population and local communities: 

Equally important is the development of human capital. Investments in education, 

science and technology should become a priority, because knowledge and innovation 

are the driving force of the modern economy. Upskilling the workforce, developing 

digital skills and supporting high-tech start-ups will contribute to the formation of a 

competitive economy in the global market. The use of crowdfunding platforms 

mobilizes the resources of the population and local communities, which not only 

provides additional financial resources, but also increases the level of social cohesion 

and involvement of the population in the reconstruction process. This contributes to 

the creation of a more sustainable and strong society, where everyone can contribute 

to recovery and development. 

4. Multisectoral approach and complexity: 

The model provides synergies between different sectors of the economy, 

including government, the private sector, non-governmental organizations and 

international partners. This approach makes it possible to use the strengths of each of 
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the sectors, ensuring better coordination and more efficient use of resources. This is 

especially important for large-scale reconstruction projects that require coordinated 

actions at different levels. 

5. Innovative solutions for small and medium-sized enterprises (SMEs): 

The introduction of innovative financial instruments, such as decentralized 

financial platforms and micro-financing through blockchain, contributes to the support 

of small and medium-sized businesses. SMEs are key to economic growth and job 

creation, especially in conflict-affected regions. These tools facilitate access to finance 

for SMEs, contributing to their recovery and development. This will require 

simplification of procedures for entrepreneurs, reduction of administrative pressure 

and improvement of access to financial resources. This approach will contribute to the 

creation of new jobs, increasing the welfare of citizens and reducing the level of 

unemployment. 

6. Global economic ties and investment attractiveness: 

Thanks to the integration of modern financial instruments, Ukraine can become 

more attractive to international investors and partners. This will help the country attract 

new investments, stimulate economic growth and provide a more stable financial 

environment. Rebuilding the economy with a focus on global standards and innovative 

approaches will help Ukraine better integrate into the world economy. 

7. Adaptability to changing conditions and needs: 

The proposed model is flexible and can be adapted to rapidly changing conditions 

and needs of different regions of Ukraine. This is especially important in post-conflict 

settings, where recovery priorities may change depending on the current situation. The 

model allows you to quickly respond to these changes and provide adequate support 

on the ground. 

Conclusion. Taking into account all the above aspects, the proposed conceptual 

model is critically important for the successful post-conflict recovery of Ukraine’s 

economy. It provides a balanced approach that combines the stability and reliability of 

traditional financial instruments with the possibilities and advantages of innovative 

technologies. This allows not only to restore the economy, but also to create a basis for 

its inclusive and sustainable growth in the long term. Thus, a comprehensive approach 

combining economic freedom, transparent public administration, development of 

entrepreneurship, strengthening of institutions and investment in human capital and 

environmental sustainability is the key to the success of the new Ukrainian economy. 
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